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The Hong Kong SAR Government will soon release its report on retirement income protection system reform, and 

a universal pension is expected to be a topic under discussion. To examine the issue from another point of view, 

Professor Chou Kee-lee, Head of the Department of Asian and Policy Studies at The Hong Kong Institute of 

Education (HKIEd), analysed data collected from more than 8,000 households in Hong Kong and used a 

self-developed micro-simulation modelling computer program to project the number of older people who will 

participate in the old-age category of the Comprehensive Social Security Scheme (CSSA), Old Age Living 

Allowance (OALA) Scheme, and High Old Age Allowance (OAA) Scheme from 2014 to 2041, and their 

expenditure. The impact of OALA Scheme implementation in 2014 on old-age poverty was also evaluated. This 

study is a 5-year research project entitled “Creating an Adequate and Equalizing but Affordable Retirement 

Protection System in Hong Kong” which is financially supported by the Research Grants Council’s Strategic Public 

Policy Research Scheme. 

 

 

Professor Chou Kee-lee, Head of the Department of Asian and Policy Studies at HKIEd, 

analyses data collected from more than 8,000 households in Hong Kong and uses a 

self-developed micro-simulation modelling computer program to project the number of 

older people who will participate in the old-age category of the Comprehensive Social 

Security Scheme (CSSA), Old Age Living Allowance (OALA) Scheme, and High Old Age 

Allowance (OAA) Scheme from 2014 to 2041, and their expenditure. 

 

The findings revealed that the anti-poverty effect of the OALA Scheme among older adults has been substantial. 

According to the projection, the poverty rate
１ 

among older adults dropped from 33.2% to 23.0% due to the 

http://www.ied.edu.hk/upload_main/main/press/attach/DSC_7291chop2.jpg


implementation of the Scheme last year. However, the extra cost of doing this over the long term will be 

substantial. The projection shows that the extra cost incurred will from $6.56 billion in 2014 to $14.63 billion in 

2041, with an average of $10.8 billion. 

 

The study also evaluated projected expenditure in the coming 27 years (2014-2041) and the anti-poverty effect of 

three pension reform options: 1) a universal pension (all older adults aged 65 and above being eligible to receive a 

monthly payment of $3,000); 2) increasing the amount provided under the OALA Scheme to $3,000; and 3) 

enhancing the provisions under the old-age category of the CSSA
２
 (by increasing its take-up rate to 80%). The 

survey findings are summarised in the following table. 

 

 Present Universal Pension OALA 

$3,000 

CSSA with 80% 

Take Up Rate 

2014 

CSSA $10.29 billion $7.51 billion 9.26 billion $17.26 billion 

OALA $11.28 billion $0 14.86 billion $7.54 billion 

High OAA $2.87 billion $0 2.76 billion $2.19 billion 

Universal Pension $0 $30.34 billion $0 $0 

Total Expenditure $24.44 billion $37.85 billion 26.88 billion $28.02 billion 

Additional Expenditure $0 $134.1 billion $24.4 billion  $2.55 billion 

Old Age Poverty Rate 23.0% 12.8% 20.4% 19.0% 

Cost Effectiveness in 

Anti-poverty 

(additional cost of 

reducing 1% of 

poverty rate) 

  $13.41 billion÷ 

(23.0%-12.8%) 

= $1.31 billion 

$2.44 billion 

÷(23.0%-20.4%) 

= $0.94 billion 

$2.55 billion 

÷(23.0%-19.0%) 

= $0.64 billion 

2041 

CSSA $23.44 billion $20.38 billion $21.93 billion $50.46 billion 

OALA $29.44 billion $0 $37.28 billion $15.86 billion 

High OAA $9.50 billion $0 $9.40 billion $6.23 billion 

Universal Pension $0 $82.30 billion $0 $0 

Total Expenditure $62.38 billion $102.68 billion $68.61 billion $72.55 billion 

Additional Expenditure $0 $40.30 billion $6.23 billion $10.17 billion 

2014-2041 

Total Expenditure $0 $850.0 billion $156.0 billion $148.3 billion 

Average Additional 

Expenditure Each 

Year 

$0 $30.0 billion $5.5 billion $5.3 billion 

 

 

The study found that if the universal pension were implemented (removing the OALA Scheme and the High OAA 

Scheme), the old-age poverty rate would be further reduced to 13%. However, the additional expenditure in the 

coming 27 years would be $850 billion, with a yearly rate of $30 billion. In contrast, the extra cost of enhancing the 



provisions under the old-age category of the CSSA would be $5.3 billion each year, a cost that would be easier for 

the government to bear. The anti-poverty cost-effectiveness of such a change would also be greater than that of 

introducing a universal pension. 

 

 

Professor Chou Kee-lee explains that focusing on the financial 

sustainability of a universal ignores the objective of the retirement 

income protection system. 

 

Professor Chou explained that focusing on the financial sustainability of a universal ignores the objective of the 

retirement income protection system. He said that “there are two major objectives of the retirement income 

protection system, namely reduction of old-age poverty and income smoothing across the life span. When we 

examine pension reform, it is important to recognise its objectives to evaluate whether we should reform our 

retirement income protection system, how to make changes and how to assess the outcomes”. 

 

Professor Chou reminded that after the implementation of OALA Scheme, the old-age poverty rate is similar to the 

child poverty rate now. Society must stop and think how to utilise our public money effectively and how we can 

continue to improve our retirement income protection system. Professor Chou believes that there are many 

options for pension reform aside from a universal pension. 

 

Notes: 

1.The poverty line used in the study is half the median household income. 

2.Older people can apply for CSSA support on an individual basis without the evidence that their children are not 

able to financially support them. 

 

Appendix: Research findings (Chinese version only) 
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Media Enquiries: Please contact Professor Chou Kee-lee, Head of the Department of Asian and Policy Studies at 

HKIEd (Tel: 2948 7473 or 6906 3909). 
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