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LegCo Subcommittee to Study the Subject of Combating Poverty
Meeting on 23 February 2005

Definition of Poverty

LUI Hon-Kwong
(February 4, 2005)

There are no universally accepted definitions of poverty. Broadly speaking, poverty can be
defined in absolute and relative terms. In Hong Kong, the most widely used definition of
poverty is based on the relative poverty concept. For example, the poverty line could be set
at 50% of the median household income.

Coudouel et al. (2004) discuss various poverty measures. However, I personally in favour of
the absolute poverty approach as adopted by the US Census Bureau (Undated):

“The original poverty definition provided a range of income cutoffs or
thresholds adjusted by such factors as family size, sex of the family head,
number of children under 18 years old, and farm-nonfarm residence. At the
core of this definition of poverty was the economy food plan, the least costly
of four nutritionally adequate food plans designed by the Department of
Agriculture. It was determined from the Department of Agriculture’s 1955
Household Food Consumption Survey that families of three or more people
spent approximately one-third of their after-tax money income on food;
accordingly, poverty thresholds for families of three or more people were set
at three times the cost of the economy food plan. Different procedures were
used to calculate poverty thresholds for two-person families and people living
alone in order to compensate for the relatively larger fixed expenses of these
smaller units. For two-person families, the cost of the economy food plan was
multiplied by a factor of 3.7 (also derived from the 1955 survey). For
unrelated individuals (one-person units), no multiplier was used; poverty
thresholds were instead calculated as a fixed proportion of the corresponding
thresholds for two-person units. Annual updates of these SSA poverty
thresholds were based on price changes of the items in the economy food
plan.”

Lui (1997) points out that the relative poverty concept is primarily a measure of income
disparity. Unfortunately, there is a wide misconception that higher income inequality also
means a higher level of poverty. Lui (2001) argues that rising incame inequality does not
necessarily indicate increasing poverty.

It is unrealistic to define a simple poverty line for all houscholds in Hong Kong. US Census
Bureau (2004) adopts a number of poverty thresholds for households of different

- compositions. If the HKSAR Government determines to analyze the poverty situation, US

Census Bureau approach should be adopted.
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Poverty Thresholds 2003

{Use landscape & fegal prinfer options to print this table)
Poverty Thresholds for 2003 by Size of Family and Number of Related Children Under 18

Years
(Doltars)
Weighted Related children under 18 years
Stze of family unit average Eight
thresholds None One Two Three Four Five Six Seven| or more
One person (unrelated individual).
...... 9,393
Under6Syears......................... 9,573 9,573
65 yearsandover....................... 8,825 8,825
Two persons... . 12,015
Householder under 65 years ........
12,384 | 12,321 | 12,682
Householder 65 years and over...
11133 | 11,122 | 12,634
Three persons...........co..oooooeeee . 14,680 14,393 14,810 14,824
Fourpersons...................... L 18,810 | 18979 | 19,289 | 18,660 | 18,725
Five persons............oo..oooo .. 22245 22887 | 23,220 22,500 21953 21823
S Persens. ... 25122 | 26,324 | 26,429 | 25884 | 25362 24586 | 24,126
Seven persons............oooenenn.. 28,544 | 30,289 | 30,479 | 29,827 | 29372 | 28526 | 27,538 26454
Eight persons............................. .| 31589 | 33876 | 34,175 33,560 | 33,021 | 32256} 31286| 30275| 30,019
Nine persons or more.. 37,656 | 40,751 ) 40948 | 40404 | 39,947 | 39196 | 38163 | 37,229 | 36,998 | 35572

Source: U.S. Census Bureau Current Population Survey 2004 Annuatl Social and Economic Supplement.
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