Article 11: right to an adequate standard of living
Economic indicators

323.

Hong Kong’s GDP grew by 5.3% in real terms in 1997, broadly similar to the average annual growth rate of about 5% recorded during 1988-97.  This compared favourably with the corresponding growth rate of 2.6% for all the OECD member countries taken together over the past ten years.  In 1997, Hong Kong’s per capita GDP stood at HK$206,000 (US$26,600) in money terms, amongst the highest in Asia.  Meanwhile, consumer price inflation moderated to 5.8% in 1997, down from 9.1% in 1995 and 6.3% in 1996.

324.

Median monthly domestic household income increased by 8.6% in 1997, reaching HK$19,000 (US$2,500) in money terms.  During the past ten years, median household income has grown by a total of 211%, outpacing consumer price inflation during the period by an aggregate of 34%.

325.

Labour wages have also increased notably by 10% per annum in money terms during 1988-97.  After netting out consumer price inflation, the rise in real terms was 1%.  Among major economic sectors, wages in financing, insurance, real estate and business services have grown most rapidly (at an average annual rate of 3% in real terms).  This was followed by wages in personal services (3%); transport services (2%); wholesale, retail and import/export trades, restaurants and hotels (1%); and manufacturing sector (0.5%).

326.

The Hong Kong economy underwent a distinct downturn after the fourth quarter of 1997, upon profound shocks from the substantial currency depreciation and severe financial turmoil in East Asia.  Reflecting a large regional risk premium, local interest rates rose and set off sharp corrections in both the stock and property markets.  Domestic demand - especially consumer demand - slackened considerably.  And, from early-1998, exports also suffered a sharp slow-down due to the fall-off in regional demand.  As a result, GDP in the first half of 1998 contracted by 4.0% in real terms vis-à-vis the same period in 1998 - a marked downturn from the 2.8% growth in the fourth quarter of 1997 and the 5.3% growth in 1997.  Nevertheless, the Hong Kong dollar held stable against the US dollar, backed by the robustness of the linked exchange rate system, a well-supervised and generally healthy banking sector, tight fiscal discipline and strong reserves.

327.

Domestic demand is expected to remain weak for the rest of 1998, against subdued local sentiment, relatively high interest rates and the more uncertain business outlook.  External trade will continue to be curtailed by the plunge in import demand in the region.  For 1998 as a whole, Hong Kong’s real GDP is forecast to contract by around 5%.  At the same time, consumer price inflation is forecast to ease significantly to 3.5%: the lowest in 13 years.  This reflects expeditious cost/price adjustments to weather the impact of the regional financial turmoil.

328.

Recently, some positive signs have been emerging although these may take time to translate into a more noticeable pick-up in sector activity.  Local interbank interest rates have eased considerably.  In the property market, activity has picked up and the decline in flat prices also seems to have arrested somewhat.  Local share prices have rebounded.  Inbound tourism has been increasing for three months in succession.  The unemployment rate has also shown signs of stabilising.  Externally, the financial situation in other parts of Asia has turned more stable upon the rebound of the Japanese yen.

Income distribution

329.

Hong Kong’s Gini coefficient for 1996 was estimated at 0.518 in 1996
: higher than 1986 (0.453) and 1991 (0.476)
.  This is partly due to the structural transformation of the Hong Kong economy from a manufacturing-based to a highly service-oriented economy over the past decade.  That transformation has led to a strong and increasing demand for professional, managerial, supervisory and technical personnel.  And, in consequence, wages for those jobs have risen faster than those for jobs with a lower level of knowledge and skill.

330.

This development conforms with the predictions of Kuznet’s theory that - when they undergo dynamic growth and structural changes - it is common for economies to face increasing income disparities.  Income distribution will become more even as such economies gradually mature and stabilise
.

331.

What is more important is that Hong Kong’s economic system does not entrench income disparity.  Being a free market, there is no barrier or impediment to job entry in different sectors/occupations/professions.  Through the exercise of talent and hard work, all our people raise their incomes and improve their standard of living.  Hong Kong has invested heavily in education, training and retraining to enable workers to adapt to changing market conditions and to increase their earnings potential.  It will continue to do so.

332.

A conceptual distinction must also be drawn between income disparity and poverty.  The Gini coefficient is only a snap‑shot view of income distribution at a specific point in time.  But a ‘wide angle shot’ over the past decade reveals that the lower income groups have continued to share the fruits of growing economic prosperity.  During that period, their households have registered increases in both nominal terms and real terms.  As an illustration, the proportion of households with monthly incomes below $8,000 (at 1996 constant prices) fell from 31% in 1986 to 16.5% in 1996.  And Hong Kong’s social programmes, mainly in the areas of public housing and public assistance, provide additional support to the low income groups, so helping to narrow the effective income disparity amongst households of different income brackets.

Economic restructuring

333.

In the last ten years, Hong Kong has developed into a highly service-oriented economy.  In 1987, the service sectors as a whole contributed to 70% of our GDP.  In 1996, they contributed 84%.  Whilst adhering to its market-oriented economic policy, the Government has embarked on measures to engender a more business-friendly environment to ensure that the Region remains attractive to investors.  These include encouraging enterprises to develop high value-added industries and services, and initiatives such as the “Helping Business Programme” and the “Services Promotion Programme” that seek to reduce red tape and to maintain a simple and prudent fiscal policy.

334.

These measures will help to maintain existing employment opportunities and create new ones.  At the same time, as explained in paragraphs 58 to 60 above in relation to Article 6, there are corresponding programmes to improve the quality of our workforce through education, training and retraining in order to prepare them for the new and expanding fields.

Supply of food

335.

As stated in paragraph 164 of the previous report, the Government recognises the right to freedom from hunger.  Hong Kong continues to be both an importer and primary producer of food and has sustained its ability to ensure an adequate supply of food for the whole community.  The area of land available for agricultural use is increasingly limited and research to ensure its economical and productive utilisation is a continuing necessity.  The Government maintains its pledge to -

(a)
provide efficient, orderly and hygienic wholesale markets for fresh primary food produce;

(b)
apply the minimum controls necessary to maintain supplies of imported staple foodstuffs.  The principal control is to ensure that rice stocks are adequate for 45 days’ consumption.  To that end, only merchants with the capacity to maintain such stocks may register as rice importers;

(c)
promote the development and productivity of such agriculture and fisheries as are economically viable and as contribute to the food supply;

(d)
maintain and implement legislation to control animal and plant disease; and

(e)
assist in the identification of alternative sources of supply in the event of shortages.

Agricultural production

336.

The following table sets out the statistics for local agricultural production in 1981, 1991 and 1997 -

	Produce
	1981
	1991
	1997

	Vegetables (tonnes)
	176,000
	105,000
	64,000

	Cultivated land for vegetables (ha)
	2,630
	1,640
	790

	Pigs (no.)
	797,030
	313,420
	305,600

	Chickens (no.)
	17,388,000
	13,082,000
	7,450,000


337.

Vegetable production has maintained its downward trend as agricultural land continues to be given over to public works and the urbanisation of the rural New Territories.  In 1997, 67% of vegetables consumed in the HKSAR were imported from Mainland China.  An inspection system is in place at import, wholesale and retail levels to ensure that imported vegetables are free of pesticide residues.

338.

The decline in the production of pigs and chickens - reported in paragraph 167 of the previous report (which explained that smaller farms were closing following implementation of the Livestock Waste Control Scheme as a water pollution control measure) - has stabilised.  This is because the remaining, larger farms have proved economically more capable of coping with waste control requirements.  However, chicken farms continued to close in the force of increased competition from chickens imported from Mainland China.  This trend was exacerbated in late-December 1997, when all local chickens were slaughtered - and all chickens farms were closed - to eradicate H5 avian influenza (see paragraphs 424 to 429 below in relation to Article 12).  Operations resumed after thorough cleansing and disinfection and - by mid-1998 - most were back in operation.

339.

In paragraph 168 of the previous report, we said that about 50% of the HKSAR’s arable land was idle: that figure has since risen to 60%.  This reflects the continued effect of land ‘frozen’ by absentee landowners and the landowners’ practice of letting out land for storing containers and construction materials, as work sites for scrap-breaking, and for parking heavy vehicles.  The extension to the rural areas of the land-use control provisions of the Town Planning Ordinance - and statutory zoning to preserve prime agricultural land for farming - has enabled us to zone some 3,121 hectares for agriculture.  It is expected that these measures will prevent further deterioration.
340.

Paragraph 171 of the previous report explained how the Government’s “agricultural land rehabilitation scheme” helped to restore arable land to cultivation by assisting farmers to obtain land for crop farming.  At that time (1994-95), the scheme had helped to restore some 66 hectares of fallow land to cultivation since its implementation in 1988.  The rate of restoration has continued at the rate of about ten hectares a year.  As at 30 June 1998, the cumulative total had reached 105 hectares, exceeding the 100 hectares projected in the previous report for the end of the century.  These efforts will continue.

Fisheries

341.

Both locally and regionally, fish stocks have been dwindling and vessels have to venture further afield to make economic catches.  To conserve fisheries resources, the Government is spending $100 million on the deployment of artificial reefs in marine parks and other coastal waters.  A recently completed consultancy on fisheries resources and operations in local waters - and related public consultations - will help us to formulate an appropriate fisheries management strategy.  At the same time, we continue to support the fishing industry in the ways described in paragraph 172 of the previous report (through applied and adaptive research; by designing and introducing new craft, gear and equipment; by providing technical, managerial and financial assistance; and by assuming specific development responsibilities).

342.

The Government also supports the development of marine fish culture which is practised in 26 designated zones.  In 1997, the capture fishing industry and the marine fish culture industry produced some 186,000 tonnes and 2,960 tonnes of fish respectively.  In March and April 1998, a bloom of marine algae - known as “red-tide” and commonly found in other parts of the world - killed a large proportion of farmed fish.  However, the loss accounted for only 1% of Hong Kong’s annual fish consumption.  The Government has made available $200 million in low interest loans and $17 million in ex-gratia allowances to help affected mariculturists re-establish their businesses.  We have commissioned consultants to propose appropriate measures to improve the monitoring and management of red-tide and to reduce its impact on mariculture.

Wholesale markets

343.

As explained in paragraph 173 of the previous reports, the Government administers and manages wholesale markets for fresh primary food produce.  It has built two integrated wholesale market complexes for vegetables, fruit, eggs, freshwater fish and poultry.  High standards of cleanliness and hygiene are enforced, particularly in the light of the experience gained in 1997 from our response to the ‘avian flu’ outbreak discussed in paragraphs 424 to 429 below in relation to Article 12.

Housing

The need

344.

In paragraph 174 of the previous report, we explained that - in early 1995 - some 181,000 households (495,300 persons) were inadequately housed.  An estimate made in June 1998 indicated that the number had fallen to 170,000 households (437,000 persons).  As before, the term “inadequately housed” refers to persons living in squatter areas on Government land, in temporary housing, in cottage areas, in non-self-contained flats, in roof-top structures, or in shared accommodation in the private sector.

Housing policy - Government’s commitment

345.

The Government remains committed to addressing the long term housing needs of Hong Kong by helping all households gain access to adequate and affordable housing, and - for the reasons in paragraph 346 below - to encouraging home ownership in the community.  The Government’s policy is to build an average of 50,000 flats a year in the public sector and to form land and build the necessary infrastructure to meet the long-term demand of about 35,000 private flats a year. This objective forms part of the long term housing strategy described below.

Long Term Housing Strategy

346.

In February 1998, the Government published a White Paper on Long Term Housing Strategy.  The Paper followed the review foreshadowed in paragraph 183 of the previous report.  It took into consideration the results of a public consultation exercise conducted in the first half of 1997 and built on the foundation provided by the following housing initiatives announced by the Chief Executive in July and October 1997.  It sets out clear housing targets, of which the most important are to -

(a)
produce an average of 50,000 flats a year in the public sector, and continue to form land and build the necessary infrastructure to meet the long-term demand of about 35,000 private flats a year based on current projections. Actual production will, however, depend on developers’ commercial decisions; 

(b)
achieve a home ownership rate of 70% by 2007.  Currently it is 52%; and

(c)
reduce the average waiting time for public rental housing to three years by 2005.  At present it is six and a half years.

347.

To meet these objectives, we will -

(a)
regularly and accurately assess housing demand;

(b)
provide a sufficient supply of land, together with supporting infrastructure; and - without in any way compromising standards of quality and safety - shorten development procedures and relieve constraints in the construction industry;

(c)
draw up a long-term flat production programme and put in place efficient mechanisms for monitoring progress and solving problems;

(d)
create conditions to enable the private sector to make the fullest possible contribution towards meeting the demand for housing.  At the same time, we will continue to monitor the private property market and, if necessary, take measures to avoid drastic fluctuations in prices and discourage property speculation;

(e)
continue to implement subsidised housing schemes to enable those in the relevant income groups to buy their own homes;

(f)
continue to provide public housing at reasonable rents to those who cannot afford any other type of housing; and

(g)
implement initiatives to address the housing needs of groups in special need.

Housing legislation

348.

As explained in paragraph 176 of the previous report, the right to housing is protected under a range of laws covering such matters as land resumption, provision of public housing, bedspace apartment safety and service standards of estate agents.  Details are at Annex 23.

Co-ordinating housing policy

Role of the Housing Bureau

349.

As explained in paragraph 179 of the previous report, the role of the Housing Branch (now known as the Housing Bureau) is to develop policies and strategies for the provision of housing - both public and private - and to co‑ordinate government action in the execution of housing policies and programmes.  The aim is to provide an adequate supply of housing at affordable prices or rents to meet demand in the public and private sectors.  To achieve this, the Bureau monitors the performance of the residential property market closely and co-ordinates inter-departmental action relating to the housing production process.

Public housing

Work of the Housing Authority

350.

As explained in paragraph 184 of the previous report, the Hong Kong Housing Authority was established under the Housing Ordinance (Chapter 283) in 1973.  It is an independent, statutory body responsible for carrying out Hong Kong’s public housing programmes.  Its prime objective is to provide affordable housing to the needy in accordance with the Long Term Housing Strategy.

351.

The Housing Authority plans and builds public housing - and associated amenities - either for rent or for sale.  It also provides interim accommodation to families who do not qualify for public rental housing but require shelter.  It is also the Government’s agent for land clearance and prevention of squatting.  The Government provides funding support for the public housing programme and land for public housing on concessionary terms.

352.

As at 30 June 1998, about 2.2 million people (33% of the population) were living in public housing estates with a total stock of about 656,000 flats.

Work of the Housing Society

353.

As explained in paragraph 186 of the previous report, the Hong Kong Housing Society is a non-profit-making organisation whose objective is to provide housing - both for rent and for sale - for specific low and middle-income groups.  As previously reported, the Government grants the Society land at concessionary premium and loans at low rates of interest.

354.

The Housing Society continues to administer the Sandwich Class Housing Scheme and the Home Starter Loan Scheme on behalf of the Government: see paragraphs 368 to 371 below.

Eligibility for public rental housing

355.

As explained in paragraph 189 of the previous report, eligibility for public rental housing is contingent on applicants’ incomes falling within prescribed income limits.  For example, the monthly limit for a four-person family is now $17,700.  An asset test will be imposed at the end of this year to ensure that public rental housing flats are allocated to families in genuine need.  The applicants and the majority of their family members must have resided in Hong Kong for at least seven years and must not have owned any private domestic property within two years preceding application.  Some commentators consider that the ‘majority rule’ discriminates against new arrivals from Mainland China.  This issue is addressed in paragraphs 381 to 382 below.

Waiting list for public housing

356.

As at 30 June 1998, the nominal waiting list comprised about 147,000 applications.  However, as explained in paragraph 190 of the previous report, many applications are submitted by existing public housing tenants and some applicants are ineligible for one reason or another.  So it is likely that - as before - the effective length of the waiting list is about 80,000 applications.  The list breaks down as follows -

	

Type of accommodation
	
Number of applications on waiting list
	Number of flats allocated
(1997-98)

	One-person
	20,400
	2,300

	Two-person
	35,600
	2,600

	Three-person
	40,900
	3,000

	Four-person
	35,200
	3,000

	Five-person and above
	15,400
	1,700


357.

As stated in paragraph 346 (c) above (in relation to the Long Term Housing Strategy), the Government has pledged to reduce the average waiting time for a public rental flat.  Currently, that average is six and a half years.  We aim to reduce it to under five years by 2001 (almost a 50% improvement on 1990 when the waiting time was nine years); to four years by 2003; and to three years by 2005.  To achieve this, we will increase the supply of new or refurbished flats to families on the waiting list from an annual average of 14,000 flats to 20,000 flats beginning in the year 2000.

Rents and rent assistance

358.

Rent levels for public housing are determined on the basis of tenants’ ability to pay.  Other factors - such as location, facilities, operating costs, rates and inflation - are also taken into account: these vary between estates.  It is a statutory requirement that the overall median rent to income ratio of households cannot exceed 10%
.  The current public housing rents represent a ratio of about 9%.

359.

Tenants facing temporary financial hardship may be granted rent reduction of 50% for up to two years.  Those who continue to face difficulty after two years are normally required to transfer to flats with lower rents in the same district.  They then receive a domestic removal allowance and are granted a rent-free period of one month.  Households with elderly or disabled members are exempted from this requirement.

360.

Tenants with long-term financial difficulties may seek help under the Comprehensive Social Security Assistance Scheme (CSSA): see paragraphs 137 to 155 above in respect of Article 9.  If found eligible, they receive a rent allowance for the full amount payable and money for subsistence.

Interim housing

361.

In paragraphs 209 and 210 of the previous report, we explained that temporary housing areas (THAs) provided accommodation for the homeless, including for example people affected by clearances, fires and natural disasters but who were ineligible for permanent public housing.  THAs consist of single-storey and two-storey structures with basic facilities.  At the end of June 1995, there were 37 THAs housing 41,200 people.

362.

We also reported that a clearance programme was in progress with a view to rehousing the majority of THA residents by 1997.  And we envisaged clearing all pre-1984 THAs by 1996.

363.

The programme has made steady progress.  All the pre-1984 THAs have been cleared and - as at 30 June 1998 - there were just 15 THAs housing about 15,000 people.  The Government will phase these out by the year 2000.  However, for the foreseeable future there will be families who do not qualify for public rental housing but require shelter for one reason or another.  To meet their needs, the Housing Authority will provide a new form of ‘interim accommodation’.  This will comprise flats in purpose-built high-rise blocks.  The standard of accommodation will be significantly better than that available in traditional THAs.
Subsidised home ownership schemes and loan schemes

364.

The Government believes that home ownership is the aspiration of many in the community: a view strongly supported by the popularity of the schemes designed to meet that aspiration (see below).  We also believe it to be desirable because it fosters a sense of belonging and helps families to provide for their own future financial security.  Our target is to achieve a home ownership rate of 70% by 2007: at present, it is 52%.  But private sector homes remain beyond the reach of many families. We will continue to help those who are eligible to buy their own homes through the various schemes described below.

Sale of public rental housing flats to tenants (Tenants Purchase Scheme)

365.

We initiated this scheme in January 1998.  The aim is to give public housing tenants the opportunity to own the flats they are living in.  We expect that at least 250,000 families will do so over the next ten years.  Under this scheme, the price of a flat is determined by its “adjusted replacement cost
”.  In practice, this results in an initial discount equivalent to about 70% of the market value of the flat.  Because the objective is to encourage people to be owner-occupiers, and not to provide them with a means to a quick profit at public expense, owners who sell flats so purchased on the open market must repay the discount to the Government.

366.

The Scheme is progressing in phases.  The first phase, involving about 27,000 households, has been well received.  Another 18 estates (84,000 flats) will be brought into the Scheme over the next three years.

Home Ownership Scheme and Private Sector Participation Scheme

367.

As explained in paragraph 198 of the previous report, these schemes enable middle and low income families
 to buy their own homes at prices well below market value (50% below on average).  As at 31 December 1997, about 230,000 flats had been built under the two schemes.  Their combined effect has been to increase the rate of home ownership in the public sector from 5% in 1982 to 23% in 1995, and to 28% as at 30 June 1998.

Sandwich Class Housing Scheme

368.

As explained in paragraph 202 of the previous report, the Scheme aims to meet the needs of the “sandwich class”.  This group comprises families who are not eligible for the low income housing schemes but lack the resources to purchase reasonable accommodation in the private sector.  They include numerous young managerial and professional couples who contribute significantly to Hong Kong’s economic well-being.  Their major difficulties are finding sufficient cash for the initial downpayments
.



As described in paragraph 202 of the previous report, the Scheme comprises a main scheme and a loan scheme. It is targeted at families living in private rented accommodation with monthly incomes currently between $33,001 and $60,000. The main scheme entails granting land on concessionary terms to the Housing Society to build flats for sale to the sandwich class. As at 30 June 1998, about 7,000 such flats had been sold. The loan scheme offers loans of up to $550,000 at low interest to assist eligible families to purchase their own homes in the private sector. At present, the loan scheme has a total capitalisation of $3.38 billion. As at 30 June 1998, some 5,200 loans - totalling $2.5 billion - had been granted.

370.

We previously reported that we intended to build 20,000 flats under the main scheme by the year 2000. We recently reviewed this target and decided to suspend further construction of such flats, with the exception of projects (involving about 4,000 flats) on which construction was already underway.  Residential property prices have dropped significantly in the past year and good quality flats in the private sector are now affordable to the sandwich class. We will, however, continue to provide loans for downpayment to this group to allow them a wider choice.

Home Starter Loan Scheme

371.

This Scheme was initiated in 1998 with a capital of $18 billion provided by the Government.  Its purpose is to help first time home buyers purchase their own homes.  The Housing Society is the operating agency and the Scheme is expected to benefit 30,000 eligible families
 in ‘tranches’ of about 6,000 loans a year in each of the next five years.  The loans will attract a low rate of interest and will be subject to a maximum of $600,000.  In June 1998, we decided to advance to 1998-99 some 6,000 loans originally ‘earmarked’ for 1999‑2000.

Home Purchase Loan Scheme

372.

As explained in paragraph 201 of the previous report, this Scheme enables public housing tenants and families in the low income group to borrow money - interest free - towards the cost of private sector flats.  The conditions remain as previously explained.  That is, public housing tenants who have borrowed under the Scheme must surrender their rental flats.  Borrowers can choose between -

(a)
loans to cover downpayments, conveyance fees and stamp duty; and

(b)
mortgage subsidies for a total of 48 months.

Currently, the maximum individual loan amount for an applicant not living in public rental housing remains $400,000.  Those choosing the mortgage subsidy option still receive $3,400 a month.  The corresponding sums for public housing tenants remain $600,000 and $5,100 respectively.  By the end of 1997, about 20,000 loans and 1,300 subsidies had been granted since the Scheme began in 1988.

Groups in special need

Single person households

373.

In 1997, for the reasons in paragraph 200 above (in relation to Article 10), there were about 270,000 single person households in Hong Kong: about 14% of all households.  About one-third of these persons were elderly.  By 2005, the number of one-person households is expected to rise to about 338,000, an increase of 25%.

374.

Many of these individuals already live in public rental housing, subsidised home ownership flats or adequate private sector accommodation.  But others do not, so - from 1998 to 2001 - the Housing Authority plans to allocate 36,500 small flats to eligible single persons in genuine need.  Over 70% of these will be allocated to the elderly.

Housing policy for the elderly

375.

The Government’s policy remains to give elderly people in need priority access to public housing and to ensure that there is an adequate supply of flats with facilities and services suited to them.  At the end of 1997, some 509,000 people aged 60 or above - over half Hong Kong’s elderly population - were living in either public rental housing or in subsidised home ownership flats.

Preferential housing schemes for the elderly

376.

To encourage elderly people living in inadequate private sector accommodation to join the waiting list for public rental housing, we have opened five Housing Information Centres in districts with large concentrations of elderly residents.  Their purpose is to alert elderly people to their housing entitlements.  We will set up a sixth centre by the end of 1998.

377.

As at 30 June 1998, more than 40,000 elderly persons had benefited from the various housing priority schemes.  These include, for example, the Single Elderly Person Priority Scheme, the Elderly Persons Priority Scheme (for two‑person and three‑person households), and the Families with Elderly Persons Priority Scheme.  Currently, there are about 9,000 single elderly persons on the waiting list.  Our target is to allocate public rental flats to them within two years of application.  But those whose situations warrant compassionate consideration can be placed immediately.

378.

The Government encourages families to live with - and take care of - their elderly members.  This is because we believe older persons are happiest living in their own homes in the company of their families and that their families are best placed to care for them.  We will introduce new measures to further this policy by the end of 1998.


Special accommodation for the elderly

379.

Elderly people not living with their families have access to two types of accommodation in public rental estates -

(a)
the Housing for Senior Citizens Scheme: provide specially designed rental housing units with warden service.  Currently, there are 6,400 such units.  A further 4,000 will be built between 1997‑98 and 2001‑02; and

(b)
purpose‑built and self‑contained flats in rental estates: over 21,300 flats have been allocated to the elderly over the past four years.  Another 22,700 flats will be provided between 1998‑99 and 2001‑02.

Housing programme for elderly in the middle income group

380.

For obvious reasons, efforts to provide housing for the elderly have focused on those who are most in need.  But we are conscious that there exists a sandwich class of elderly persons in the middle income group whose needs have yet to be addressed.  Essentially, they require affordable, purpose‑built accommodation with integrated care services.  With that in mind, we have initiated a pilot Senior Citizen Residence Scheme comprising 500 small flats in the urban areas for lease for life to elderly persons.  Residents will be provided with medical and other facilities on site.


381.

The Government advises new arrivals of available housing facilities on their arrival in Hong Kong.  It also helps them to register for public housing.  Spouses or dependent children of existing tenants in public housing may live with them if they so wish.

382.

Otherwise, however, applicants for public rental housing must have at least seven years’ residence in Hong Kong before they are eligible for public rental flats.  Where applicants have families, more than 50% of family members (including the applicant) must have at least seven years’ residence in Hong Kong in order to qualify.  All locally born children are considered to have met the residence qualification provided that at least one parent has satisfied the residence rule.  Some commentators consider that this rule discriminates against new arrivals.  But the Government considers it fair and reasonable that scarce housing resources should first be allocated to meet the needs of longer term residents and locally born children. Permanent resident status is not a qualification for public rental housing.

Squatters

383.

Despite the increasing influxes of new arrivals, the squatter population was contained at around 230,000 (as at June 1998) as a result of our on-going clearance and rehousing programmes.  This figure includes both illegal squatters on Government land and squatters on private land, some of whom live in structures that are both substantial and more than adequate in housing terms.

384.

The Government is determined to solve the housing problem of the inadequately housed squatters over time.  All urban squatters on Government land have now been offered rehousing.  The next target is to clear and rehouse 12,000 squatter families over the next five years.  This entails -

(a)
removing structures that are exposed to the risk of landslips;

(b)
clearing land for public development; and

(c)
removing structures to improve the environment or living standards.

385.

Squatters who are not affected by these clearances are encouraged to join the waiting list for public rental housing.

Bedspace apartments

386.

In paragraph 214 of the previous report, we explained that bedspace apartments (the so-called “cage homes”) were private dwellings in which bedspaces were rented to people who, for personal reasons, required very basic accommodation.  As at 30 June 1998, there were 101 such premises housing about 2,300 persons: a decline of 33% and 28% respectively from the position reported in the previous report (150 premises housing about 3,200 persons).  Most are located in densely-populated urban areas and have been in existence for many years.  Rents are comparatively low. To maximise earnings, operators usually install as many bedspaces as possible.  This has resulted in overcrowding, high fire risks and other hazards arising from structural strain.

387.

In paragraph 40 of its Concluding Observations on the previous report, the Committee strongly reiterated its recommendation that the Government should undertake, as a matter of high priority, the total eradication of “cage homes”.

388.

As stated in paragraph 215 of the previous report, the Government shares the concerns that the Committee and local commentators have expressed about living conditions in bedspace apartments.  But the fact remains that there is a residual demand for low cost accommodation in convenient, core urban locations.  This is demonstrated by the reluctance of many bedspace apartment lodgers to accept better alternative accommodation outside these areas (see paragraph 392 below).  Therefore, we maintain that it would be wrong to outlaw this kind of accommodation.  Instead, the policy remains to ensure that bedspace apartments meet the statutory fire and building safety standards.  Our proposals for achieving this objective were explained in paragraph 217 of the previous report and in our responses to questions 30 and 36 on the Committee’s list of issues in relation to the previous report9.  Those responses are reproduced in full at Annex 24 to this report.

389.

The Committee will recall that the necessary legislation - the Bedspace Apartments Ordinance (Chapter 447) - was enacted in 1994.  Operators of bedspace apartments were given an exemption period to enable them to continue operation and to carry out the improvement works necessary to comply with the building and fire safety standards prescribed in the Ordinance.  Thereafter, only premises that completed the requisite improvements were to be licensed for continued operation.  During the exemption period, the Licensing Authority increased inspections of bedspace apartments to ensure basic fire safety.  Fire fighting and prevention equipment were provided for or installed free of charge.

390.

The exemption period expired on 30 June 1998.  At that time, the Office of the Licensing Authority was in the process of inspecting the 101 premises that remained in operation to assess the progress of the requisite improvements.  The operators of those premises were being urged to complete the requisite improvements and to apply for the licences necessary for their continued operation
.  At the time of drafting this report, the Licensing Authority was considering taking enforcement against those that remained unlicensed.

391.

When initiating the licensing scheme, we envisaged that some lodgers would be displaced as some operators might be unable or unwilling to meet the requisite safety standards and choose to reduce bedspaces or to cease operation.  We have undertaken that no lodger will be rendered homeless as a result of the licensing scheme.  Any displaced lodgers will be assisted with rehousing if they so require.

392.

Displaced lodgers aged over 60 - or who have special medical or health needs - may be eligible for admission to welfare institutions or for compassionate rehousing in public housing estates.  Displaced lodgers aged under 60 may apply for admission to the singleton hostels operated by the Home Affairs Department.  There are 38 such hostels with a total of 548 places.  All are located in the urban areas.  An additional 300 spaces will be available from September 1998, when we open a purpose-built multi-storey hostel in Kowloon.  This will be reserved for displaced bedspace apartment lodgers.  A further 270 places will be available from 2001 when we complete work on another such hostel on Hong Kong Island.

393.

In the longer term, we have tentative plans for two further hostels with a combined capacity of 570 places.  Together, these additions should suffice to rehouse bedspace apartment lodgers displaced as a result of the licensing scheme.

Street sleepers

394.

As explained in paragraph 212 of the previous report, there are persons in Hong Kong who, for various reasons, have either fallen through the social safety nets or, as a matter of choice, have ended up living on the streets.  As previously explained, this is not a matter of necessity.  The Government and voluntary organisations provide shelter and hostel services for street sleepers.  The ‘Street Sleepers Registry’ of the Social Welfare Department indicates that the number has remained steady at around 1,000 to 1,100 over the past three years, though NGOs maintain that the figure is closer to 3,000.  We are confident that our figures are correct because the Social Welfare Department regularly and comprehensively verifies the numbers, in situ, on a district-by-district basis.  We have not seen any evidence to support a higher figure or that indicates that we have overlooked anyone.

395.

Services available to street sleepers remain as described in paragraph 213 of the previous report.  Outreach teams do their best for those with more serious difficulties, such as mental illness.  NGOs also provide day relief centres, temporary shelters and hostels and outreach services.  Between January 1991 and June 1998, permanent accommodation was arranged for over 1,080 street sleepers.  In 1996, we established a Multi-disciplinary Team for Elderly Street Sleepers (on a pilot basis) to provide counselling services and health care advice to vulnerable elderly street sleepers.

Private housing

396.

The private sector has a crucial role to play in meeting Hong Kong’s housing needs, not least because many households earn incomes that are beyond the limits for the various forms of assistance described above.  At present, about 50% of Hong Kong’s population lives in private housing.  By the end of 1997, private housing stock amounted to about 940,000 flats. As indicated in paragraph 346 above in relation to the Long Term Housing Strategy, the Government will facilitate the production of private sector flats.  To achieve this, we will provide a steady and sufficient supply of land for private housing development, streamline and accelerate the relevant approval procedures.  We will also encourage private sector involvement in public housing programmes by inviting private developers to build subsidised home ownership flats as part of “mixed developments”.

397.

Additional measures to help families whose incomes exceed the limit for government assistance, include -

(a)
tax relief for home buyers: introduced in the 1998-99 financial year; and

(b)
increasing the availability of mortgage finance to home buyers: in March 1997, we established the Hong Kong Mortgage Corporation to provide a discount market for mortgages held by the banks.  The aim is to reduce banks’ existing exposure to the domestic property sector, thus releasing funds for new loans.

Urban renewal

398.

In paragraph 237 of the previous report, we explained that the Land Development Corporation was established by statute (in 1989) to undertake the task of urban renewal.  The process of renewal inevitably entails the demolition of older structures, displacing homes and businesses.  As previously explained, persons so affected are entitled to compensation.

399.

The Corporation offers owners of affected residential properties the market value of their properties.  Additionally, owner-occupiers receive a home purchase allowance to enable them to buy newer replacement flats and so to improve their standard of housing.  They also receive removal allowances.

400.

Tenants are offered the choice of either cash compensation to enable them to relocate, or rehousing in subsidised rental flats.  The amounts of cash compensation are at least equal to, and often more generous than, those prescribed by law
. The policy is to rehouse all affected tenants who so opt, provided that they do not own domestic property or have alternative accommodation.  Such rehousing is provided in subsidised rental flats managed by the Housing Society.  The sites for building those flats are granted to the Society at concessionary premium.  The Land Development Corporation pays the land premium and the cost of constructing the flats.

Commercial premises

401.

Owners of shop premises are offered the market value of their shops plus an ex-gratia allowance to compensate for business loss.  If they consider that insufficient to cover their business loss, they can make separate claims that must be substantiated by proper business records.  If the premises were purchased subject to existing tenancies, the tenants are offered an ex‑gratia allowance that is generally higher than that which may be payable by the Government in resumption/clearance exercises.

402.

Disputes about the amount of compensation can be referred to the Lands Tribunal.

Town planning

403.

Town planning is central to the process of maintaining and improving the urban living environment.  As such, it is a matter of concern to both community and Government.  The planning process is governed by the Town Planning Ordinance (Chapter 131) which was enacted in 1939.  Some commentators consider that aspects of the system are time-consuming and make insufficient provision for public consultation and involvement.  The Government has comprehensively reviewed the Ordinance and consulted the public on its proposals in the form of a White Bill.  We aim to introduce a completely new bill in early-1999 that will make the town planning system - as prescribed in a radically updated Town Planning Ordinance - more open, accountable and efficient.

New towns

404.

In paragraphs 243 to 246 of the previous report, we explained that new town development began in the mid-1960’s to relieve the pressures on the central urban areas by providing new homes and jobs in the New Territories.  At that time (1995), we were carrying out planning and development work with the aim of accommodating a further 300,000 people - bringing the total New Territories population to 2.9 million people - by the year 2000.  As at 30 June 1998, the figure had risen to 3.2 million, considerably in excess of the target.

405.

As previously explained, unforeseen demographic changes - and unforeseen changes in the structure of Hong Kong’s economy - had left some of the new towns temporarily short of school places and had given rise to severe traffic congestion.  These were among the issues examined in the course of the ‘Territorial Development Strategy Review’ discussed in paragraphs 406 and 407 below.

Territorial Development Strategy Review

406.

We conducted this review between 1991 and 1998 with a view to formulating an integrated development framework up to 2011
.  The framework’s main objective is to provide adequate land for Hong Kong’s long-term development - particularly for housing and transport infrastructure - and to create a better living and working environment for all.  During the review, we identified Strategic Growth Areas that will provide a broad mix of housing types with adequate infrastructure and community facilities.

407.

In 1993, we consulted the public on the broad goals and initial development options.  In 1996, we consulted them on the recommended strategies and programmes.  The assumptions, scenarios and proposals that we had put forward for consideration were modified and refined in the light of public comment.  In 1998, we published the final executive report setting out the recommended strategies.  On that basis, we have initiated discrete studies to ascertain the planning and engineering feasibility of developing the identified Strategic Growth Areas.

Protection of the Harbour Ordinance 1997

408.

Hong Kong’s central harbour is of outstanding natural beauty and a major attraction to visitors.  To protect and preserve it, the former Legislative Council passed a Member’s ‘Bill on the Protection of the Harbour’ in June 1997.  The Ordinance establishes a principle of presumption against reclamation within the central harbour.  It requires all public officers or bodies to have regard to this principle in the exercise of their powers.

409.

But land is a scarce resource in Hong Kong and - when geotechnic and other constraints (such as existing developments) have been taken into account - reclamation is sometimes the only viable option.  The Government does not lightly take the decision to reclaim.  Before deciding whether or not to proceed with a reclamation project, it carefully weighs the public benefit of proceeding against the need to preserve the central harbour.  Any proposal for reclamation must pass through an open and transparent planning processes.  And careful studies must be made of the planning, environmental, hydrological, marine traffic and other impacts before a project is authorised.

The ‘Small House Policy’

410.

As explained in paragraphs 252 to 254 of the previous report, this policy was introduced in the early-1970s to address problems concerning the standard of rural housing and genuine concerns of the New Territories indigenous community that increasing urbanisation would lead to their village lifestyle being swamped or marginalised.  Since then, it has enabled male indigenous villagers to build houses - once in their life time - on either their own land or on Government land.

411.

Commentators have maintained that the policy is discriminatory because female indigenous villagers have not benefited from it.  To address their concerns, a review committee is examining the policy and expects to complete its task in early-1999.  The outcome will form the basis of consultations with interested parties and perhaps the wider public before a decision is made on the future of the policy.




� 	As the Gini coefficient is computed from the household income distribution obtained from the 1996 Population By-census, the 0.518 estimate for 1996 is already the latest available figure.  Further update will only be available upon the completion of 2001 Population Census.


� 	For the benefit of Hong Kong readers who have not read the previous report, the Gini coefficient, which takes a value between zero and one, is often used as an indicator of diversity in household income distribution.  A value of zero indicates no diversity in the household income distribution: i.e. every household has an equal share of the total household income.  A value of one means one household owns the total household income and the rest own none.  Neither extreme occurs in any real economy.  In general, the higher the value of the Gini coefficient, the greater the income diversity.


� 	See Kuznets, Simon (1955), “Economic Growth and Income Inequality”, American Economic Review 45:1�28.


� 	Housing Ordinance, section 16(1)(b).


� 	Under the “adjusted replacement cost” approach, the price of a flat is based on the present-day cost of replacing it, with adjustments to take into account age, location and other relevant factors.


� 	As a general rule, family income must not exceed HK$33,000 a month (the Committee will recall that - in 1995 - the limit was $25,000: paragraph 199 of the previous report).  But the rule does not apply to public housing tenants.  The purpose of the exception is to encourage wealthier tenants to move out of public rental housing, making room for needier families.


� 	Mortgage lending is restricted to a maximum of 70% of the purchase price.  The aim is to maintain lending within prudent limits.


�	To be eligible, households must have monthly incomes of below $70,000 and have not owned any domestic property within the past ten years.  They must not possess net assets in excess of $1.2 million.


9	Document E/C 12/Q/HON.1


�	The improvement process entails agreeing plans with the Licensing Authority; making the physical conversion on the basis of the agreed plans; and inspection/approval by the Authority.  During the planning and conversion stages, premises continue to operate under conditional licences that are valid for one year at a time.  A full licence is issued when the Authority is satisfied with the conversion works.  Those works may proceed in phases to minimise displacement of lodgers.


� 	Under the Landlord and Tenant (Consolidation) Ordinance (Chapter 7).


�	This was formerly known as the ‘Metroplan’: see paragraph 247 of the previous report.
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