20 July 2006
Dear Mr Chief Executive

I am a fresh butiness graduate with first class hopours from HYXUST this year and I
am writing to express some concemns about the future of Hong Kong, especially
regarding the recent commencernent of the consuliation period of GST policy. I have
written to the tax reform department but there are more important things that I am
worried about.

The Financial Secrctary has stessed that an open and rational discussion is
encouraged upon the issue of GST aud he would appreciate that this issuc can
cnhance civic education among the citizens. I agree that this is very mucb appreciated
indeed but how he responded to the opinion of the public didn’t exactly reinforce
what he said. He said in a press conference today (20 July) that *the political parties
and 1he busipess soctor are against the GST policy becausc they have some
misunderstanding/misconceptions about it’. Along side he has made other statements
of similar nature implying: upon better explanation and morc cxawmples given, the
public is sure to support GST. I believe that the T.egco members and businessmen in
Hong Kong are highly educated pcople and many of them havc formed their opinions
after pathering suflicicat information about the potential GST. It is therefore rather
condescending to assume that they have made their dccision upon
misunderstanding/misconception and whether his attitude to discussion is 8 open as
he said is highly questionable.

Furthermore, the relief measures proposcd are very obviously insufficient to cover the
jmpact GST has on poor families. A Tot of media channcls have done the simple
calculation alrcady. And the proposal claimed that the income lax and profit 1ax can
be lowered by a certain percentage point with the procceds from GST. But that is
under the sccnatio of spendiog ALL the proceeds on either income tax or profit tax
‘and nothing else, which is very unlikely. The proposal stated jt in a way that is highly
wnisleading to the public. Furthermore, excraptions are granted to business registration
and driving license application services bt wot to public hospilal scrvices and
schooling. The rationale behind such selection of exemptions are very puzzling yet
goces unexplaincd. (Or the reasons used 1o explain are contradictory in themselves) All
these lead me to believe that the govermment in introducing this GST policy has not
. put in coough consideration and  see litde sincerity in iL.
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As a fresh graduate, I have applied for the post ol Administrative Officer of the SAR
government and got as far as the panel interview. | have a passion for the affairs in
Hong Kong and I appreciaw how hard it is to balance all views and arrive at the best
policy for the good of Hong Kong, 1 truly believe that the government conceive of the
idea of GST entirely based on thc long term benefit and stability of Hong Kong
ccoponmy. However, what we need most is @ government who will listen to the
public humbly with an open mind and sincere attitude, What T am afraid most,
according to what T have observed in the Iinancial Secretary, is that the GST will be
introduced in misled beliefs and against the will of the majorily of the public.

Thank you for your valuable time and | would greatly appreciate it il you could kindly
write me a few words on the matter. Attached please find my arguments against the

GST proposal made by the Financial Secretary for your review.

Yours sincerely

(Signed)

(Name provided)

(Editor's note: Cannot ascertain whether the sender agrees to disclose his/her identity.)
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Attschment

Arguments against the proposal of GST

]. Onc important aim of GST is to has a reform of the structurc of the tax system to
introduce a more stable income strcam and Tess rcliance on selling land to generatc
revenue. However therc are certainly other ways 1o go about it which arc, may not be
as offective as the GST but nonetheless have less adverse impact on the general public.
For example, I cannot understand the rationale of not long after abolishing estate duty,
which tax the morc affluent population only, then GST is introduced. Better planning
and saving up during economic good years can also relieve the restrain on budget due
to less tax income during bad years.

3. 1n economic lectures, the evils of GST are very simple and explicitly stated in
theory, and most of them arc true in practicc as well. High cost of administration and
reduction in both production and consumption (and hence also the GDP) are among
the most obvious oncs. Since GST is a regressive lax, which taxes poor people for &
Jarger part of their income while richer people for a smaller part of their income (and
what the Fimancial Sccretary said was conwadictory to the theory stated in all
ecopomi¢ 1extbooks secondary five students arc using). It is obvious that the incomc
gap, which is alrcady worseniug in Hong Kong, will be further worsened. Naturally,
social unrest, higher crime rates will follow.

3. The selection of excmption items are unaccounted for. Transaction of real estatc
properties, business registration and driver license are untaxed but hospital services
and schooling are taxed instead. Such discrimination would further widen the income
gap as esscntials are taxed but not the services which only more affluent people would

use.

4. How the rcvenue generaled should be used is another controversial topic. The
proposed reduction in incomc ot profit tax will only beacfit people who are currently
in the tax net i.c. not the poor familics. And the waiving of watcr supply charges and
property tates and rents have litde impact on small and relativcly poor households
because the savings are proportional to their household sizc. $2000 relief
compensation tv each household recsiving CSSA is definitely not enough 1o cover the
GST on the necessitics they would need in onc year. Countries with high tax rates
have a more comprebensive social welfare systero and they take good care of the less
affluent portion of the citizens, 1f the SAR government wants 10 introduce GST, it has
10 bear much more respoasibility of the nccds of the disadvantaged groups instcad of
what it is proposing. Pardon my Janguage, the cugrent proposal is bul an insult 10



thosc people.

In summary, I am against the GST on the grounds of |. it imposes heavy costs of
administration and reduction of production/consumption on the society and everybody
loscs (except perhaps the accountunts) and 2. the incomc gep will be drastically
widened further as the low income household are discriminated in a lot of ways i the

policy.





