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Commission on Poverty

The Measurement of Poverty

Purpose

This paper sets out for Members’ reference some background
information concerning the measurement of poverty'. It also outlines the
benchmarks adopted by vatious bureaux for access to respective

assistance/support programmes to facilitate Members’ consideration of the

- way forwatd on the subject.

Concept and Measurement of Poverty

2. The definition of poverty is value-laden and culturally influenced
and thus defies consensus. Nevertheless, broadly speaking, the myriad of
definiions adopted generally fall into the following categodes -

® Poverty is having less than an objectively defined, absolute

e DPoverty is having less than the others in society, in relative

terms.

® Doverty 1s feeling you do not have enough to get along

(subjective poverty).

! This paper has drawn reference to the research conducted by the Research and

Library Services Division of the Provisional Legislative Council Secretariat. The

measurement of poverty (March 1998). A copy of the research has been sent to Members’
for ease of reference.



Absolute Poversy

3. The absolutist approach to defining poverty follows the concept
of minimum subsistence; that is, those with means madequate to afford a
bundle of goods and services that are regarded as essential to the physical
need of an individual or a family are considered “poor”. The limitation of
this approach is that it focuses on physical needs rather than social needs.
What to include in the bundle of “necessities” and how each component

should be evaluated involve subjective judgement and are contentious.

Relative Poverzy

4. People are living in relative poverty when they lack the resources
to obtain the type of diets, participate in the activities and have the living
conditions and amenities which are customary in the societies to which they
belong”.  The usual measurement of relative poverty is a proportion of the
median income in the society. The greatest merit of this approach Is its
relative simplicity in administration. However, assessment based on
income does not fully take into consideration the actual consumption needs
of the poor. For instance, it does not take into account non-income
benefits provided by the Government and other non-governmental
organisations. The determination of the proportion of the median income
(e.g 50%, 60%) is also unavoidably arbitrary. It may also have significant,
probably inadvertent public policy consequences. First, adoption of the
median means that the proportion of people who are considered poor will
be relatively constant, no matter how much has been and will be done.
Secondly, the possible adverse effects on work ethics and especially arriong

those with employment fetching less than the median pay need to be taken

into careful consideration.

2

Peter Townsend. (1979). Poverty in the U.K. Harmondsworth: Penguin; London.
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5. Two other methods measure poverty from a more
subjective/social approach, namely the budget standards method and the
income proxy method.  The budget standards method follows the

absolutist approach but incorporates various socially determined essential

needs.

6. The income proxy method adopts a behaviourist approach in
determining a proper proportion of expenditure on necessities based on the
consumption patterns of the comparable segments of the society (i.e. those
who spend more than X% of their family expenditure on necessities are
considered poor). Asis the case with the absolutist approach, determining

needs and quantifying them inevitably involve controversial value-

judgements.

International Comparison

7. For ease of international compartison, the Wotld Bank crudely
estimates poverty lines for various regions based on consumption of goods
and services (i.e. budget standards method). The poverty line for regions
in abject poverty is set at US$1 a day per person, US$2 for Latin America,
US$4 for Eastern Europe, and US$14.4 (which corresponds to the US
poverty line) for high-income economies, including Hong Kong,  Since the
social conditions of countties differ from one to another, the World Bank is

not able to construct poverty lines for individual countries.

8. The European Commission defines the proportion of individuals
living in households where equivalised income is below the threshold of
60% of the national equivalised median income as living in poverty. In

other wotds, it opts for the concept of relative poverty. This threshold



however does not represent the poverty lines for individual EU countdes,
and it is described as “neither a necessary nor a sufficient condition of being
in a state of poverty ... this indicator is referred to as a measure of poverty
trisk”3  Despite this EU definition, worth noting is that tackling poverty
including the provision of related social assistance is still very much a

national responsibility.

9. The US approach is a modification of the absolutist approach.
It has an official poverty line which specifies a set of income thresholds
adjusted for different sizes/composition of households and updated yearly
to reflect the necessary purchasing power to meet the basic needs.
Australia, UK., the Republic of Korea, Singapotre and Taiwan have not
adopted an official poverty line. Australia and the UK. have their quasi-
official poverty lines on the basis of the level of social assistance and

household income*.

10. How different authorities define and tackle poverty must be
understood in context as it is impossible to segtegate the approach to
poverty from the social structure and ethos, economic and fiscal policy
making as well as the political process. Therefore, great care should be

exercised in comparing poverty and ways to tackle it across different

societies.

Poverty/Income Disparity Situation in Hong Kong

11. The Government collates different socio-economic statistics,

which reflect the situation of the poor households in Hong Kong.  Amidst

*  Buropean Commission (2004) Joint Report on Social Inclusion.

* Information from the research conducted by the Research and Library Services

Division of the Provisional Legislative Council Secretariat, The measurement of poverty
(Mazch 1998).



the profound shock brought about by the Asian financial cisis in 1998 and
the ensuing structural changes in the economy, the unemployment rate
soared from below 2.5% in 1997 to a high of 8.6% during May-July 2003.
The unemployment situation was particularly acute among the less-educated
and lower-skilled workers, and even more so for the construction workers
(Annex A - Chart 1, Tables 1-3).  As a result, a widening gap between the
tich and the poor has been observed, amidst the trend of falling household

income over the past few years.

12 As the economy tebounded since the second half of 2003, the
unemployment rate has come down to 6.5% during Q4 2004. Job
vacancies have also increased across almost all sectors, including those at the
lower end of the skills spectrum. Wages tended to stabilise since mid-2004,
with visible increases observed for the retail trade, travel agents, sanitary
services and barber and beauty shops. But a high level of unemployment

still exists in the construction industry.

13. The median monthly household income of households at the
bottom two decile groups declined by over 30% between end-1997 and
end-2004 (Annex B — Chart 2). This is the combined results of a number

of factors:

(a) The acceleration in unemployment from 1998 onwards was mote
distinct for the unskilled and less-educated wotkers, with their skill
level yet to catch up with the mote sophisticated job requirements
in a knowledge-based economy. As to the construction workers,
they bore the brunt of the adverse impact from the adjustment in
the property market, and the winding down of major

infrastructure projects.



(b) Among those remaining in employment, the earnings of those
belonging to the lower decile groups faced more substantial
declines, as the excess of labour supply over labour demand has

been mote severe among the unskilled.

(©) Household size is on a continuous falling trend. And as household
income is proportional to household size, this has led to more and
more small-sized households falling into the lower income deciles.
In other words, the motre significant drop in household income
amongst the lower deciles as compared to the higher income

deciles is magnified by the change in household size.

14. An examination of the median monthly household income data
by decile group indicates that a large part of the abrupt decline in income
for the lower decile groups occurred between end-1997 and end-1999.
Since then, the dispatity in the rate of income change for households in the
lower and upper decile groups narrowed, and the income for households at
the lowest decile group actually increased. Indeed, the increase in
employment associated with the current phase of economic recovery
included quite a substantial number of jobs at the middle to lower segment
of the occupation hierarchy, like service wotkers and shop sales workers.
Between end-2003 and end-2004, the median monthly household income of
households at the lowest first and second decile groups rose by 2.7% and
1.7% respectively, which outpetformed almost all the other decile groups.

15. Latest economic indicators suggest that economic prospects for
2005 remain promising and the unemployment rate should continue to fall.
Increased activities in the more labour-intensive tourism and consumption-
telated sectors should help to improve the employment and earnings of the

lower-skill workers.



16. Statistics concerning CSSA caseload also reflects on the situation of
those who need government assistance. As at December 2004, the total
number of CSSA cases amounted to 295 694, representing an increase of
about 182.1% over that in 1994; the total number of recipients stood at
542°017, tepresenting an increase of 333.5% over thatin 1994. The CSSA
take up rate to Hong Kong’s total population has increased from 2% in
1994/95 to 8% in 2004/05. CSSA expenditure has increased drastically
over the past decade, from $3,427 million in 1994-95 to $17,306 million in
2003-04. The average annual growth rate was 19.7% during the period.
CSSA  expenditure as a percentage of total government recurrent
expenditure increased from 3.2% to 8.7% over the same period. The
proportion of expenditure on unemployment/low earnings/single parent
family cases which involve mainly able-bodied recipients increased from
16.0% in 1994-95 to 41.4%.

Benchmarks for Assistance/Support Programmes

17. There is no official poverty line in Hong Kong. Nevertheless, in
practice those who are in need of assistance have access to extensive social
and welfare services provided by the Government  Broadly speaking, the
Government has adopted a pragmatic approach by providing either
universal service or defining eligibility for services/assistance having regard

to the nature of the services/assistance in question -



Welfare services: people who cannot meet their basic needs
(including those with low income) can be regarded as “the poot”
and can get access to the CSSA Scheme (eligibility criteria are set out
at Annex C). . Besides, the Government also provides vatious
support setvices targeting at those in need, including low-income

families, children and youth, women, elderly, people with disabilities.

Health services: CSSA recipients will be waived from payment of
their expenses for services rendered by Department of Health and
Hospital Authority. To assist the vulnerable groups in the
community, ie., the Jow income group, chronically ill patients and
elderly patients who have little income or assets, but who are not
CSSA recipients, the Government has implemented an enhanced
medical fee waiver mechanism to provide effective protection from
undue financial burden to them.

Education services: The Government provides nine-year free and
universal education as well as various forms of assistance and

services to help students and youths who need support.

Emlulgmgﬁ_amm: The Labour Department provides a

comprehensive range of free employment services to help job-
seekers secure employment, some targeting at certain vulnerable
groups (e.g. young people, the middle-aged, people with disabilities).
In order to assist unemployed able-bodied CSSA recipients to seek
gainful jobs, the Social Welfare Department introduced the Support

for Self-reliance Scheme and other support services.

Please refer to CoP Paper 2/2005 for more details on the measures and the

benchmarks used, if any, to target at the disadvantaged groups.



Way Forward

18. Research studies and international experence have strongly
suggested that poverty is a socially constructed concept and the definition of
poverty is subject to the contextual variables. In Hong Kong, some favour
identifying a definition appropriate to Hong Kong while others doubt the
desirability of a uniform definition. Among the latter group, the generally
preferred approach is to focus on identifying categories of persons currently
considered ineligible for the services/assistance in question but who should

have been included and/or areas of assistance/services that fall short of a

reasonable standard.

19. Members are invited to note the different definitions of
poverty and the pragmatic approach adopted by Hong Kong, and consider
further work to be done to decide whether a poverty line should be drawn

or otherwise for Hong Kong.

Commission Secretariat

February 2005
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00T | €00T | 200T
OLOTOIOTOLOZOIOTOLOTOIOFOLOTOIOFOLOTOIOFOLOTOIOTOLOZOIOTOEOTOIO

[t 11 1 1 |

|

100 | 0002

_

|

| 6661 | 8661 | L661

N A I Y NN Y U SN B

Junmornue

UOIONISU0))

10399S mootcgr

U019 ]

10)99$ J1ou0dd Jofew Aq djea yudwiojdwdu) : 1 j1ey)

01

Sl

0¢



‘paisnipe Ajjeuoseas (i)

"$10309S OIWIOUOIS [BNPIAIPUL 31} JO UOTIBLULINS UeL[} Jo§Ie] 90Ul PUE ‘9010 INOQE] 3} OJUI SJUBLUI-91 PUR SIAX99S-qof auI-1SI apn[oul asay [, (@)

"00S uey} ssaT (#)
*[B107 9} Ul aJBYS 9, Juasaldal syoxoriq ur saingig ( )
‘[euoisiaoid a1e 007 +O 10J s2Indi] : S9I0N

xS'9 ® 000°LTT (%0°001) 000°8T€E‘E TVIOL
0 # (%L°0)  000°€T S19410
€¢ 000°0€ (°$'97)  000°LLS S901AI0S [RUOSIAd PUE [BI00S ‘AJTUNUIUIO))
I't 00012 (%S ¥D)  000°C8y SQOIAIOS SSQUISN( PUR 91B)SI [BoI ‘oourInSul ‘Juroueur,]
9y 000°81 (%6°01)  000v9¢€ suopeorunuIoo pue adeIo)s 4rodsuer],
1’9 000°0L (%¥'T€)  000°6L0°T sopex} SuLIe1ed pue SANNQIISL
S yorYM JO
Ly 000°8EX (%TP8)  000°€08°T 103098 9IAIOS
6'bT 000°8¥ (%€'8)  000°9LT UONINISUO,)
9L 00061 (%89)  000°STT Surmyoeynuey
(%)
v00T O ur ¥00T O ur $0027 O Ul
e suosrad suos.aad
judwAoydurouny padojduraun padojdurd
Jo'oN JooN

103998 d1WIOU03I A dje.1 JudwAoidwaun pue suostad pafojdwdun ‘suosaad pokorduy : | syqe




‘parsnlpe Aj[euosess (4)
‘sa11089180 uoiIednooo

[ENpIAIPUI 5] JO UOHBWIWINS Uey; JoSae] 90Uy pue ‘9910J IN0ge] 9Y) 0JUl SJUBIJUS-01 PUB S19X395-qOf awy-js1yy apnjout asay [, (@)

'00S uey) ss9 (#)
"[€303 23 UI 9JBYS ¢4 Juasaldal s1ayorIq Ul saIngLy ( )
‘Teuoisiaoid a1e 007 O 10J saInJyy : $910N

*S'9 ® 000°LTT (%0°001) 000°8TE‘E TVIOL
9'¢ # (%Z'0) 0008 819410
€8 000°9% (28'81)  000°529 suorednooo Arejustofg
LS 0001 (%2°L) 000°6€C SIo[quIasse pue s10ye1ado auIoRW PUE JUB[]
0CI 000°8¢ (%£'8)  000°SLT $I03}I0M PIJE[aI PUE eI
€L 000°CY (%8°ST)  000°SCS s1oI0Mm sa[es doys pue SIAI0M 9DTAIRS
Sy 000°ST (%091)  000°1¢S SYI0[D
vL 000°SLI (°%0'99)  000°S61‘C SINI0M PI[[DYS-I3M0]
¢ 000°0T (%S°81)  000v19 s[euoIssayoId 91e100ss Y
81 000y (°699)  000°61¢ S[RUOISSaJ0I]
0C 0009 (%%8'8)  000°16C SIOJENSIUNUPE pue SI9FRURIA]
97 000°0€ (2%8°€E)  000°STI°T SIIMI0M PI[[D{S-1oY I
(%)

$007 $O $00Z O U1 £00Z vO ut
JjuI suosaad suos.rod

jmwfordurouny padojduroun padordura
Jo roN Jo roN

L10393ed uonyednddo Aq
Jjea juowsojdurdun pue suosidd pasojdurdun ‘suostad paLojdury : g d1qe],




‘paisnfpe Ajjeuosess (4)

‘[e109 o1y uI obim o4, yuasaxdar syaxoerq ur saInJi ()

‘[euoisiaoid axe 007 0O 10J seIng1q : s9JON

xS0 000°LTT (%%0°00T) 000°8Z¢‘E TVIOL
9C 000°L1 (%%€'61)  000TH9 90130p : A1enia],
0'v 000°CI (%€'6)  000°11¢€ 99130p-uou : AIBNMI,
I'€ 000°0€ (%9°87)  000°€S6 Arenaay,
I 000°L (%T1°S)  000°TLT UONRMILIBIA]
0'9 000°€L (%%LYE)  000°€ST Y Kxepuodas saddpy
S'6 00009 (%T°LY)  000°L9S AIepuo0das 1Moy
S 0T 000°€S (%S°€T)  000°8HY Arewag
S°6 000y (%I’ 000°sE ud)IB3IRpurs/3urjooyds oN
(%)
007 $O Ui 00T vO Ul 007 $O uI
djea suos.Jod suos.ad
judwiLojdwaupn pasorduroun paAojdurd
Jo .OZ Jo .cZ

JudUIUIR))B UuonedINpd Aq

dje.a JuduwiAojdwdun pue suos.aad paLojduwdun ‘suosaad pakopdwry : ¢ Iqey,




Annex B

pooz | €ooz | zooz | 100T |
O O O i70)
[ _ _

000z | 6661 | 8661 |  L66I

7O O 7O 7O
_

_ PO [ =m YPI6— YIg— Y)Lowm YIGmm YJGmer U}y P PUL— HEH_

S0l

(001 = O L66T) Xopu[

dnoad a[rop Aq spjoyasnoy
JI)SOWIOP JO SWOIUI P[OYISNOY A[YIUOUT UBIPITA] : N ey






Annex C

Comprehensive Social Security Assistance

The Comprehensive Social Security Assistance (CSSA) Scheme
provides financial assistance to bring the income of needy individuals and
families up to a prescribed level to meet their basic needs.

Eligibility Criteria

To be eligible for assistance, an applicant must satisfy the following
conditions:

A. Residence Requirements

The applicant must satisfy the following residence requirements:

(a) he/she must have been a Hong Kong resident for at least seven
years; and

(b) he/she must have resided in Hong Kong continuously for at least
one year immediately before the date of application (absence
from Hong Kong up to a maximum of 56 days during the one-
year period is treated as residence in Hong Kong).

Notes:

(1) Persons whose presence in Hong Kong is unlawful or persons
who are permitted to stay in Hong Kong for a purpose other than
residence (for example, imported workers or visitors) are
excluded from the Scheme.

(2) Persons who have become Hong Kong residents before 1 J anuary
2004 are exempted from the residence requirement in A(a) above.

(3) Hong Kong residents aged below 18 are exempted from the
residence requirements in A(a) and A(b) above.

(4) In exceptional circumstances, CSSA may be granted at the
discretion of the Director of Social Welfare to a person who does
not satisfy the residence requirements.

B. Financial Tests

The applicant must pass both the income and assets tests. If the
applicant is living with any other family members, the application has to be
made on a household basis. The total income and assets of all family



2

members in the same household are taken into account in determining the
family’s eligibility for assistance.

(a) Assets Test

The total value of the capital assets (i.e. properties, cash, savings,
investments, and other realizable assets) held by the applicant and his/her
family members must not exceed the following limits:

(i) Single person cases

Asset limit ($)
Able-bodied adult 22,000
Non-able-bodied adult (i.e. a child, an elderly, a :
disabled person or a person medically certified to be in 34,000
ill-health) '

(1) Family cases

a) Cases involving any able-bodied adult

Elderly, disabled persons or persons
Able-bodied adults/children medically certified to be in ill-health
er;arorfbiizh Asset limit ($) | No. of such members | Asset limit ($)
1 14,500 1 34,000
2 129,000 2 51,000
3 43,500 -3 68,000
4 or above ' 58,000 4 85,000
5 102,000
6 119,000

[For example, the asset limit of a 7-member family, including two able-bodied
adults, three able-bodied children, one disabled child and one elderly person, is
$109,000 (i.e. $58,000 + $51,000).]

b) Cases involving no able-bodied adult



No. of family Asset limit
members )
2 51,000
3 68,000
4 85,000
5 102,000
6 119,000

Note:

All non-owner-occupied residential properties are treated as assets.
The value of an owner-occupied residential property is treated in the following
manner:

)] The value of the property is totally disregarded for the asset test in
cases where there is any member being old, disabled or medically
certified to be in ill-health. -

2) Where there is an able-bodied adult aged below 50 in the family and
no other member being old, disabled or medically certified to be in
- 1ll-health, the value of the property will be included for the asset test

after a grace period of 12 months.

(3) For single parents with young children, the Director of Social
Welfare may, at his discretion, extend the grace period to allow
single parents to continue to receive assistance without disposing of
their residential property, subject to meeting the following two



conditions:
(1) the youngest child in the family is below 15 ; and
(i1) the total value of the assets held by the family, including the net

value of the owner-occupied residential property, is insufficient to
meet the family’s maintenance for ten years according to CSSA
standards.

The owner-occupied residential property of these single parent
families will not be included for the asset test until the youngest
child reaches 15. ‘

(b) Income Test

The applicant and his/her family will be eligible for CSSA if their
total assessable monthly household income is insufficient to meet their total
monthly needs as recognized under the Scheme. When assessing a family’s
resources, training allowance and earnings from employment of those meeting
the prescribed criteria can be disregarded up to a prescribed level.

C. Additional criteria for able-bodied adults

A person aged 15-59 in normal health has to meet one of the
following conditions:

(a) not being available for work for reasons acceptable to the Social
Welfare Department (for example, studying or having to look

after young children or sick or disabled family members at
home); or

(b) earning not less than $1,430 per month and working not less
than 120 hours per month; or

(c) 1n the case of being unemployed or earning less than $1,430 per
month or working less than 120 hours per month, actively
seeking full-time jobs and participating in the Support for Self-
reliance Scheme of the Social Welfare Department.



