Motion - Opposing the introduction of a Goods and Services Tax
18 October 2006
Madam President, 
The Government often says it wants to forge a consensus in the community. And it has succeeded. Just about everyone in Hong Kong agrees that they do not like the proposal for a Goods and Services Tax (GST).

In some ways, this is not surprising. No one likes having to pay tax, and the whole point of a GST is that everyone pays it. So obviously, there is no way a GST is going to be popular.

This public consultation exercise is not just an attempt to measure public opinion. It is aimed at encouraging public debate. It is also a sincere and serious attempt to stimulate new ideas and suggestions.

There are many arguments against a GST, and it is easy to come up with them. But it is much harder to come up with convincing reasons why we do not need such a tax, or what alternatives we could use.

The central reason for a GST is to broaden the tax base.

Most people accept that our current tax base is too narrow. We saw the impact during the recession a few years ago. Revenues fell sharply and the Government ended up with a serious deficit. It had no way to tell how long it would take to get its books in order again.

However, there is also an argument that our narrow tax base reflects our uneven distribution of incomes. If there is some truth to it, does it mean the current narrow tax base is acceptable? Or fair? Or sustainable? Is it healthier for the Government to rely on so few people and companies for such a large share of the revenue?

If we accept a need to broaden the tax base, what are the alternatives to a GST?

Would it be possible to broaden the existing salaries and profits tax net? That would mean taxing more workers and more small companies. What about the idea of a tax on all electricity and gas bills? It would be simple to collect and would encourage energy conservation, but it would be painful for certain heavy users of energy. Are either of those ideas actually better than a GST?

Of course, another alternative is to draw down the reserves when we hit the hard times. This is fine so long as we have a surplus during good times. But can we guarantee that? There is an argument that our reserves are too high. But even if that is true, it still does not offer us a sustainable and dependable, long-term source of revenue.

And then we have the ultimate alternative. And that is, quite simply, to cut the Government's spending. And that leads us to another question — which areas would you want to cut first?

Cutting expenditure is a viable alternative. If we do face a long-term problem of matching revenues with spending, and if the community strongly resists new forms of tax, it will be our only option. 
Thank you.

