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Executive SUmmary

Dr. Wong Hung and Mr. Lee Kim Ming, lecturers of the Division of Social
Studies of the City University of Hong Kong conducted a “ Study of Hong
Kong Poverty Line” from September, 1999 to January, 2001. The study
has successfully interviewed 3086 |ow-income household to understand
their household expenditure patterns and living conditions so that a
poverty line can be determined.

The poverty line is determined by the inflection point of the Engel curve
through an income proxy measure. The Engel curve shows how the ratio
of food expenditure to total household expenditure changes as the total
household expenditure increases. The inflection point indicates the
decreasing margina propensity to consume food as the household income
increases. In other words, the household will consume a smaller
proportion of its income on food and turn to the consumption other
commodities or nonnecessity goods for improving the living. The
inflection point of the Hong Kong Engel curve is at $3750 per person,
which demarcates the poor and other households.

According to the 1999/2000 “Household Expenditure Survey” conducted
by the Census and Statistics Department, there are a total of 449,000
households with expense per head less than $3750, amount to 28% of the
Hong Kong households. Households who live under the poverty line have
an average monthly total expenditure per head of $2520; the average
expense on food per head is $1058. The poor households have to “ spare
food” with a daily $35 food consumption per head. There are about
110,000 households with a daily food expense per head even below $24.

There are different ways for the poor households to deal with economic
hardship: 39.3% of them avoid taking buses, one of the cheapest
transportation; around one third of them (33.2%) don’ t switch on lighting
even when necessary; 31.9% could not afford giving “red pocket money”

to their relatives in the last Chinese New Y ear; close to one quarter (23.8%)
of them buy food right before the market closes because of cheaper prices,
and findly amost one fifth (18.4%) of them have a least household

member without a fixed bed to sleep.




There are quite a few poor household cannot obtain basic living conditions
like having enough food and good health. Almost one tenth (9.4%) of the
poor households cannot afford to buy necessary medicine when getting ill;
and there are 6.8% of them having insufficient food for at least one mea
during last week.

Poverty brings tremendous psychological tensions to the poor households:
half of them subjectively believe that they are living under severe
economic hardship. About 40% of them, their income cannot meet their
expenses, and have to borrow money or use their saving to sustain

everyday life.

The poor households also poor in socia resources. their social networks
cannot help them borrow money or find a job. Around 30% of them have
friends and relatives being unemployed rather than employed; aimost half
of them cannot get a friend or relative to borrow money; and 60% of them
do not have friends or relatives able to introduce them a job.

The researchers of this study suggest setting $3750 per head as Hong
Kong' s “Badic Living Protection Line”. In other words, so as to support
the basic living of a household, each household member should have
income at least $3750 per month.

Referring to the American experiences, the researchers recommend the
Government setting up a “Living Wage” so that a household can earn a
basic living without receiving any public assistance. For the beginning, it
is suggested that the Government can set up a minimum wage standard for
its employees and those of its contracting out services and subvented
socia services. The proposed living wage is at a monthly rate of $6600, a
daily rate of $250 or an hourly rate of $32.
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