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Abstract

The housing question has been a core societal issue for centuries. Since Engelatér988&d

in the debate 1872, housinghas become increasingly central as a commodifinancialised
capitalism. Hong Kong has experienced some of the most problems with housing, as it has been
the most unaffordable place in the world eight years in a row (Demographia, 2018). Yet, there is
more than unaffordability to the housing question in Hong Koremt@ication theory has been

an important framework to comprehend the housing problem worldwide. Whereas some
gentrification scholars focus on the role of capital (swgde explanations), others study the
gentrifiers (demandide explanations). Schosafrom the Global South, particularly Hong Kong,
criticise the t he-OMeseinscontaxsp Thiougla éxanminatiory of Yanousn o n
statistics and field observations, findings of this thesis show that neoliberalisation of the public
housing systm since the midl990s indicates a gentrification trajectory similar to anywhere else

in the world where capitalism is the main system, including the West.
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Chapter 1: Introduction

1.1. Background

The housing question has been a core societal issue for centuries. Since Engels (1988) intervened
in the debate iA872, housinghas become increasingly central to as a commodjitpamcialised

capitalism. As Stuart Hodkinson (Larsen, Hansen, MacLeod, & Slater, 2016, p. 582) underlined

for Engels, Athere was no such thinghasinga hous
conditions formed just 6one of t he Il nnumer a
exploitation of workers by capital. o The hou:

everywhere that capitalism extends. Slater argues (2017b: E31)thii é t he ci rcul at i
within the secondary circuits of accumulation is everywhere and does not recognise or validate
such distinctions [of borders].o It is no sur,
from India to Iceland, arenday puzzling with the housing question (Demographia, 2018; IMF, 1

May 2018; The Economist). Cities from both the developed and developing world and from the
Global North and Global South experience the same symptoms of capitalism. Hong Kong Special
Administrative Region (Hong Kong) is no exception to this: it has been at the very top of the
housing unaffordability list for eight consecutive years (Bloomberg, 22 January 2018). Roughly
speaking, a household with a median income needs to save nineteeto yeEaeble to afford a

flat in Hong Kong.

Yet, there is more than unaffordability to the housing question in Hong Kong, although they all

are interrelated. As the flat prices increase, the flat sizes decrease. It is common that extended
families live together or in temporary housing, or that feats shared by several people or are
subdivided(Census and Statistics Department, 201 Avad, Sawicki, & Wong, 2013)Some

people live in coffin cubicles or cage houses, where, for instance, 22 people share a 500 square
foot flat (Ng, 26 September 2016and there are about 390,000 squatter struc{@essus and

Statigics Department, 2017ayhich hae been an inevitable part of Hong Kong sinice 1950s

(Smart, 2001, 2006)The housing question discussed here is not independent of capitstism.

guoted aboveh ousi ng conditions are just Adone of t
caused by the exploitation of workers by capjtairsen et al., 2016, p. 588) Hong Kong i s

exception to thisln other words, while roughly 84,000 households live in-aaled temporary



housing(Audit Audit Commission, 201&nd roughly 92,000 households share a@ansus and
Statistics Department, 2017h)rban development and redevelopment iooiet nonstop for the

private sector at the expense of the public commons. On the one hand, 20% of the population lives
under the poverty lingGovernment of the Hong Kong Special Administrative Regiod,72 On

the other hand, ovexcenturyold street market was cleared out and divided into three parcels,
one ofwhichwas sold to Wing Tai Properties, one of the largestesi@te companies in the world
(Haila, 2000) for 11.6 Billion Hong Kong Dollar (HKD})(S. Wong, 25 October 2017)

In the mist of the housing question in Hong Kong, public housasglkeen an important alternative
since the 1950s for those who are at the bottom of the wealth distribution. As a reflection of the
resultinginequality, almost half of all the flats are considered public permanent housing today
(Transport and Housing Bureau, 201which are groupethto public rental housingRRH) and
subsidized sale flats (SSFThe public housing system has been going through neolilsatiain
sincethe late 1990s, as the public commons have been experiencing commodifgiatitam to

the rest of the worl@Hedin, Clark, Lundholm, & Malmber 2012; Larsen & Lund Hansen, 2015)
Various commodification methods have been used in Hong Kieclgding the Tenant Purchase
Scheme, where PRHs were offered to existemgpnts for purchas the disengagement of the
management services of the dfpyards} the divestment of the shopping & commercial centres
and parking lots operated by the public authorities, which were designed to provide affordable
goods and services the tenantsandthe relaxatiorof restrictiors on the sale of the subssdd

sale flats and the creation thie Secondary Market Scheme (SMSJhese terms arthe official

ones, which reflect the attempt to hide, justify, normsali and internade the uderlying
mechanisms behind the processthe neoliberagation of the public commons through

commodification and financiaation.

Introducing capitalist market forces into a poapitalistic space, e.g. the public commons, has a
spatial effect on the sge as well atepeople living in it.Gentrification theory has been usiid

to illuminate the mechanisms that drive these effects. However, there is a current argument in the

1 11.6 Billion HDK is approximately 1.47 Billion US Dollar (USD).

2 Whereas the RHs refers to the flats rented out by the government, SSFs refer to the flats sold at a discount price by the gduettniment.
model, the government onlglés the flat, but it does noekl the rights to the land the building constructed onThe right to land is defined as
“Premium’. In other words, the buyer and government share the ownership of SSFs at changing rates until the tenamemiystfrem the
government.SSFsalsorefer to several public housing types, including mainly H@menership Scheme, Private Sector Participation Scheme,
and Tenants Purchase Scheme. They are explained in moréndgtaiChapter 2.

3 The detailed explanation from a sebistorical perspective is in the Chapter 2.



literature regarding thapplicability of the term to the Global South garticular to Hong Korfy

Yet, due to structural changes through neoliberal policies, daily lives havatieeied mostly
negatively,ncluding but not limited to the choice of housing and trangp@ting, 2005pand the
location of shoppingBlake, 2017) There have alsbeenlongterm effects, particularly in terms

of the spatial distribution of the population based on secananic characteristics and, hence,
their housing choices. In the case of neoliberal policies, distribution happens to be in favour of the
wealthy at the expense of the poas policies favour the powerfuYet, the relevance of
gentrification theory still mmains puzzling in the literature.

1.2. Rational of the Research

The previous studies (in English) on neoliberalism in Hong Kong have focused onsativati

and buildoperatetransfeP policies. Studies focusing on the public commons mainly discuss
privatisation of PRHs through direct sale to the tenants, varying feomalysing the success or
failure of itsoutcome (R. Y. Wong, 1998)to its impact on the private markgt S. Ho & Wong,
2006) or as a part of neoliberal policigShung & Ngai, 2007; M. H. H®004) Others examined
privatisation of shopping centres located around the public estatits effect on the tenants and
within the food justice framework. However, the number of studies researching the
commodification of SSFs are very limited, even though at least 15% of all the households in Hong
Kong are affected by this. The income level of tenants in the SSFs arensdlan level. They

are at neither the tor the bottom of the wealth distribution. They are the subjects of cokmuali
everyday life(Lefebvre, 1991)They are part of the ordinary, which is also chiefly ignored in the

literature.

The aim of this thesis is to minisa the research gap described above. By doing so, this thesis
seekdo contribute to the existing literature in four aspectst,F#SFs will be investigateds they

are generally nderstudied in the existing literature. Secondly, the spatial impact of neoliberal
policies through commodification of public commons wi# bBxamined as part of the wider
gentrification literature. Thirdly, the existing debate between the conventional and the postcolonial

scholars withingentrification theory will be reviewednd main arguments will be discussed.

4 The detailed explanation froatheoretical perspective is in the Chapter 3.
5 Build-OperateTransfer is a common policy recently used by the states to carry ouiaset investments (e.g. bridge, tunnel), where the
private sector first carries out the construction, then operates for a fixed period of time (e.g. tolls)rdimsftys back to the state.



Fourthly,in discussing SStenants, the stories from-salled ordinary gentrificatiofHedin et al.,

2012) which are overlookedh the literatureare explored.
1.3. Research Question

Acknowledging a great proportion of the population affected by the neoliberal pabities
commodification and financiaation of the public commons, and the currierary debate on
the applicability of gentrification theory in the Global South and, thus, Hong Kong, the main aim

of this thesis is the following:
To characteriseghe gentrification occurring inHong Kong.

The main aim raised above is divided into two research questions with related research sub

guestions:

Q1: What are the mechanisms behind the commodification and finaatiat of
the public commons, in particular SSFs, inngd<ong?
Q2: To what extent is gentrification theory sufficient to comprehend the
commodification and financiaition of the public commons, in particular SSFs
in Hong Kong?

Q2a: How are the demanside explanationge.g. the gentri@rs)

relevant?

Q2a: How are the suppigide explanations (e.g. rent gap theory)

relevant?
1.4. Methodological Consideratisn

The focus of this thesis is the examination of the commodification and fingataliof the SSFs

in Hong Kongthrough the lens ajentrification thery. To achieve thaim andanswer theelated
research questiomd the thesisa time series investigation is necessary. Consequently, quantitative
methods are selected as the primary research metlaoalyse relevant statistioger time These
methods also suppdttedeepontologythe rent gap theory constructedamd preventalling into

At he epi s t(@ohdr, d994) ArtGISdsalsoutilised to visuake and analyse the resylts



since the space and movements of people and capitateiihportant components of the research

guestions.

Quantitative methoslalone are isufficient to pinpoint the socieconomic change in a given area,
as pointed out by Wyly and Hamm@l999) Therefore qualitative methoslareapplied through
field observation opublic housing and shopping centres complement statisticalnfilings and
enhance understanding of the situation

1.5. Structure of the Research

This part is a guide to inform the reader how to read this thesis. This thesis is dividéde
chapters. Following the Introduction, tldhapter onSocioHistorical Context of the Public
Housing in Hong Kongs presented, in whicland righs andthe housing question Hong Kong

is examined. Then, the history of publiousing in relatiorto the socichistorical context is
explored from its emergence ithepostwar yearghroughthe presentyith a focus omeoliberal
policies.Neoliberalsation of public housing is explorexpecificallythrough the privasation of
PRHs; commodificatiomf courfyard] management through subcontracting; prasion of the
shopping centres and other facilities; and the commodification and finaatali of SSFs
through exposing tenants to capitalist market arrangements. The aim here is to informdéhe re
regarding the differentiterary approacheso the sociehistorical context of Hong Kong. In the
third chapter, the Theoretical Framework faesisn gentrification theorylt is divided into
discussions othe rent gap theory assupplysideexplanatiorfor gentrification the criticismsof

rent gap theorfrom scholarof the demangideschool of gentrification studieghe support and
critiqgue of gentrification theory from the Global South and Hong Kong; and the planetary rent gap
theory.Overall, the aimof this chapters to pesenthe back and forth discussion in the literature
regarding e applicability of rent gagheory to the Global South. In bothe second and third
chaptersmultiple voices and opinions are entertained to give rdader a general overview

without yet indicating a position

The fourth chapter details tMethodsused Quantitative dtasetsthe process for ArcGIS analysis,
anddata collectiondr qualitative observaticare alldiscussedThe fifth chaptepresent$-indings

fromthe quantitative and qualitative methodsrst, the quantitative findings are described, which



are the general findings on the SSF tendh&snew tenanisandfor the major housing estates and
courts. Later, qualitative findingare provided which are the general notes on housing in Hong
Kong, public housing estates and couradshopping centres and other facilities. After each
section a summary of the findinig listed.

Finally, in the sixth chapter, a Discussion takes@ldirst,the position of this thesis in relation

to the literature on the soclastorical peculiarities of Hong Kong is discussed. Second, the
position of this thesis in relation to the discussion within the gentrification literature and Hong
Kong is arguedThesefist two discussions are designed to build up the framework for the final
section Finally, based on theonstructedframework, findings areanalysedand a figureis
provided to summaristhe final frameworkand analysis. Bef conclusionsand suggestiongor

future studiesre therprovided.
1.6. Summary of the Results

The survey findings show that a considerable number of tenants moved intossdbsadié flats
throughthe Open Market. Most of those new tenants have a higher median household income and
are younger. Moreover, most ofetn are highly dependent on mortgag®ith considerable
amouns of time to payfor their flats. The findings on major housing estatéfisna the survey
findingsand inform a geographical representation of th€he higher radian household income
increasesare concentrated in areas close by the city centre in Hong Kong and Shenzhen. The
younger newcomers are concentrated around the city centre in Hong Kong. The higher median
mortgage increases are concentratadner disticts ofHong Kong. Thus, it indicates that capital
flows inland overtime Overall, gentrification is relevant in Hong Kong, and thus in the Global
South. It is relevant both as a political term and as an urban prbeessise the gentrification
process inHong Kong indicates transfer of ownership from public to market through
neoliberalsation. Therefore, the real clash point here is between the onearadedt behindi

both in public rental houses and subsadi sale flatsi and the governmeinitiated

commodification and privagation in public housing spaces.



Chapter 2: SocieHistorical Context of the Public Housing in Hong Kong

In the Chapter 2, the public housing in Hong Kong from a shisitorical context is argued. This
chapter is divided intohree sections and the different positions in the literature are discussed,
whenever possible. First, the historical emergence of the land rights is represented. In this section,
the complexities, which has led to the monopdtg ownership of the govement over the land,

is represented. Second, the housing question within the context of Hong Kong is displayed. It is
discussed that while many are negatively affected by the housing in Hong Kong, it is a source for
wealth accumulation for others. Thirdetpublic housing in Hong Kong is indicated. This section

is subdivided into three sulections: the emergence of the public housing programme in the
1950s; the modern public housing and the SSFs in the 1970s; and the nesdiimrafithe public

housing since the1990s by focusing on four main points.
2.1. Land Rights in Hong Kong

| n s Wiuelly all lafid in Hong Kong is leased or otherwise held from the Government of

[ Hong Wandsdgpartment, 2017Although the above statement summarizes the land right
in Hong Kong, the soctbistorical context needs to be explored. As T&@@l7) argued, the
history of land rights goes back to the establishment of the colony by Britain in 1841. Following
the Treaty of Nanking in 1842, the land rights in Hong Kong Island were transferred to Britain. In
1860, the Convention of Peking wsigined, giving the area in the south of Boundary Street in
Kowloon Peninsula to Britain. Consequently, the colonial government became the landlord in the

Hong Kong Island and the part of the Kowloon Peninsula.

In 1898, the Convention for the ExtensionHidng Kong Territory was signed between Britain

and the Qing China. According to Convention, the territories from the remainder of the north of
Kowloon to the Sham Chun Rivérknown as the New Kowloon and New Territorieand over

200 islandg known asthe Islands were leased out to Britain for 99 years. Yet, application of

the land right in the favour of the colonial government was more problematic. Although, the
Colonial Hong Kong Government obtained the land in the New Kowloon and Islands through
compensation and dispossession, the government did not manage to apply the same rights of usage

in the New Territories. As Tan@017)stated, the indigenous rural population showed resistance.



The government was forced to recognize the land rightdeofrural population living in the

territory prior to the Convention.

Until 1950s, there were two categories of land and, eventually, of land rights for the colonial
government. The Hong Kong Island and the Kowloon Peninsula were the urban area, where the
government was the landlord. The New Territories were the rural area, where the indigenous rural

population kept their land rights and the colonial government was the leaser.

It was crucial for the colonial government to be the mere land owner and t@a lsawple land

laws (Haila, 2000) The Britain planned to have a financially salffficient Hong Kong by 1855

(W. S. Tang, 2017)As an entrepdt a taxfree transhipment port, revenue sources in the Colonial
Hong Kong were limited. Therefore, the land offered a valuable source of financial income through
land related revenues e.g leasing out land rights antamp duties(Haila, 2000) Since the
establishment of the colonialization, the land has constituted approximately one third of the total
revenue of the governmefiienderson, 1991; Schiffer, 1991; Wu, 1989)

Today, the HKSAR is the landlord in the Hong Kong Islarelx c e pt St Jiodnd 6s Ca't
the Southern Kowloon Peninsula. The government is still the main holder of the lands in the New
Kowloon and the New TerritorieHaila, 2000) After the transfer of the sovereignty to the
Peopl edbs Republic of China (China) in 1997,
Territories, and Islands were extended until 2047. The HKSAR keeps to the right to issue leases
beyond 204{Lands Department, 2017)

Land rights in Hong Kong involve urban and rural rights, and various stakeholders, including the
HKSAR and China. Finally, the land has a crucial role twipiea revenue to the government in

the absence of alternative revenue sources due to the colonial policies of Britain and the position
envisaged by China in the global capitalist system.

2.2. The Housing Question

The ownefoccupiers as a proportion of anhumber of domestic household (the homeownership
rate) have been historically low in Hong Kong. According to the official statistics on domestic
householdCensus and Statistics Department, 20,18#&) homeownership rate was as low as 32.8%



in 1985 and hit the peak at the rate of 54.3% in 2004. Since then the rate has been declining and
as of 2017, the homeownership rate was 49.2%. Accordingusirtgpfigure in 201§Transport

and Housing Bureau, 2017)wvhereas private housing constituted 56%, public housing
compromised 44% of the total housing. 29.5% of the total housing was PRH. In other words, the
homeownership rates in the public housing and private market were 31.8% and 63.8% in 2017,

respectively(Census and Statistics Department, 2018a)

Figure 1 - Homeownership Rate in Hong Kong
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source: graphic by the author
(Census and Statistics Department, 2018a)

The aboveepresented homeownership problem indicates that a great proportion of the households
in Hong Kong live in rental housing. The relatively low homeownership rate informs several
interconnected points for the housing question in Hong Kong. First, the house prices are high.
Recently, a 209 square feet apartment located in the Hong Kong Island, avés $09 Million

HKD?® (Yiu, 22 March 2018)Index on house prices also supports the trend, illustrating a dramatic
growth in the prices from 100 in 1999 to 334 in 2017, which represents an expansion of over 300%

6 7.9 Million HKD is approximatelyl. Million USD.
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(Raiting and Valuation Department, 2018he consumer price index, which indicates the average

of pricesof a basket o€onsumegoods and services, fohd same period is not as dramatic,
showing a growth from 100 in 1999 to 126 in 2017, which represents approximately an expansion
of 125%(Census and Statistics Department, 2018bpther words, the increase in housing prices

in private market had been remarkably more than consumer price index.

Figure 2 - Private Housing Index and Consumer Price Index (1999=100)
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source: graphic by the author & adjustment by the author
(Census and Statistics Department, 2018b; Raiting and Valuation Department, 2018)

Second, there is an affordability problem. Hong Kong represents asatyeng case, abe least
affordable housing market with a median multiple of 19.4 for 2017 in the world for consecutive
eight years according to international housing affordability survey by Demogrégiyi&) It

means a household with a medium income needs to invest 20 years of the household income
without spending money on anything ealsin the list, Sydney, Vancouver, San Jose, and
Melbourne followed Hong Kong with Multiple Medians of 12.9, 12.6, 10.3, and 9.9, respectively.

Even the difference between Hong Kong and Sydney is significant, not to mention the rest.
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Third, housing is one of the main means for accumulation of wealth in Hong(Kailg, 2M0;
Lui, 2017; W. S. Tang, 201.7According to a recent studYiu, 22 March 2018)one out of seven
people was a millionaire as of 2017, representin§% increase in comparison to the previous
year. The main mean of investment for millionaires is-esthte, constituting approximately 70%
of their assets. As the housing prices increased by 14% in 201éstatd offers one of the main

means for accuntation of wealth.

The housing question in Hong Kong is reveal Pictureli Coffin Cubiclesin Hong Kong

as the homeownership question, which conta

several interconnected sti,emes, including the
housing prices questions, the affordabili
guestion, and the accumulation ofeaith
guestion. Therefore, homeownership represe
more than just a means of shelter issue. It is
whereas one in seven people in Hong Kong i
millionaire, 200,000 people live in coffi
cubicles (Stacke, 26 July 2017and there are
approximately 390,000 squatte(€ensus and
Statistics Department, 20174y the context of
Hong Kong, public housing is one of t

important means to provide housing foany.

The Picture on the Top shows the conditions in Coffin Cubicles
The Picture on the Bottom represents a multi usage room.

PictureTaken by Benny Lam
source: The Guardigiham, 7 June 2017 )

2.3. Public Housing from a SoeHistorical Perspective

Following the invasion of China by Japan in the World War I, Hong Kong received vast number
of migrants. Number of migrants from China to Hong Kong increased even more after the

Communist Party came into power in China. By 1950, the population of Hongy ks 2.1
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million, increased from 600,000 persons in 19R5Y. Wong, 1998)The supply of housing was

not sufficient. The vast majority of the population was living in slums. On the Christmas Eve in
1953, a fire broke out in Shek Kip Mei, heavily apeed with squatters. The fire left 53,000 people
homeless. After the disaster, the first public housing efforts were initiated, which were designed
to provide the basic needs of the tenantshé970s, the public housing programiaee known

todayin Hong Kongbegan aimingto provide affordable housing with better housing conditions.

2.3.a. Emergence of Public Housing

There are various analyses, explaining the origins of the public housing programme in Hong Kong,
which can be categorized as Awel far eo, leco.l
Ai nst i {RuY. Wong,d998)According to the welfare explanation, Pry{i®83) argued

that the public housing was provided as a part of the welfare state understanding following the fire
disaster in 1953. According to the economic explangiiimakakisSmith, 1973; Kehl, 1981}he
government intended to make the valuable land available for private development. Thus, the
government intended to clear the squatter area and, consequently, to grab the revenue from the
land sale. It was the main driver of théraduction of the public housing programme. According

to the political explanatiofSmart, 1992; Smart & Smart, 2017; W. S. Tandl70the public
housing programme was designed to control the
occupied by the squatters. As pointed out by Srtli®92; Smart & Smart, 201,7jhere was
resistance to clearance withaesettlement. Tan(017)underlined the distress imposed on the
government by the lefving-led student protests in the late 1960s and the negotiations begun
between China and Britain regarding the future of Hong Kong. It was important for gragnt

to maintain the social order to secure the economic gain. According to the political economy
explanation(Lui, 2017), following the establishment of the Communist China, Hong Kong had to
restructure its economy towards the exjmoiented manufacturindue to the repositioning in the

world system. It was important to place the working class close to factories. The public housing
programme was commenced to reproduce secamomic conditions for the exploitation of the
working class by the capitalist $gm. As a facilitator of the capitalist mode of production, the
government opened up the valuable land for the private sector to condiestegalprojects and
service industries. It opened up the land in the New Territories for manufacturing indaistries

to provide subsidized housing for the working class located nearby the industries. The government
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planned to control the working class and to provide space and cheap labour to the industries by
clustering them in subsidized public housing programmmallyi, according to the institutional
explanationR. Y. Wong, 1998)the public housing programme was a result of strict control over
urban planning and land, which was inadequate to deal with the migration from China. According
to Wong (1998), the re control introduced by the government in 1945 worseétresirestrictions

and it was almost impossible to redevelop the private housing. Consequently, at the absence of the

private development, the public housing programme was introduced to fill thenwacuu

2.3.b. Modern Public Housing Programme and Subsidized Sale Flats

In 1973, the government released theyear plan for the public housing, planning to provide
self-contained housing complex to the part of the population with low indduae, 2005) It

marked the commence of the modern public housing programme. In 1975, the first PRH unit was
built, offering housing with low/affordable rent to those, who have no resource to purchase or rent
a house in the private matkdt was located in a setfiontained unit, providing facilities and
amenities that provide the necessities of the tenants.

In addition to rental housing option, various SSF alternatives through direct sale or borrowing loan
have been launched, includingtbimited to: Home Owner Scheme (HOS) (1977); Private Sector
Participation Scheme (PSPS) (1978); Middle Income Housing Scheme ({B83); Tenants
Purchase Schem@PS) (1998). They have been carried out by both the Hong Kong Housing
Authority (HKHA), an autonomous government agency, and the Hong Kong Housing Society
(HKHS), a norgovernmental and neprofit organization. The most significant of all are HOS
and PSPS, as they constitute the vast majority of all the SSFs in Hong Kong.

HOS and PSPS were plaed to provide affordable housing below the market value to make the
working-class homeowners. The HOS was introduced in 1977, known as Phase 1. Later, it was
followed by the PSPS in 1978.

Until 1981, also known as Phase 3A, HOS and PSPS flats wer@saldbst 25% of the market
the value. Importantly, HOS and PSPS flats sold between Phase 1 and Phase 3A included the flat

cost, general costs, administrative costs, and land premium. Following the opening up of China,

7 The Term isused by Wong. One may also consider that the policy choice was intended for the protection of war survivors.
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the property prices increased almbsgt 30 % (Lau, 2005) Consequently, the land value also
increased, and the government decided not to include the land premium to HOS and PSPS flats
from 1982, also known as Phase 3B, onwards. Instead, the land development cost wed. includ
HOS and PSPS flats were sold with a discount, ranging between 30% to 50% since Phase 3B. In
HOS flats, there is currently dual ownership. Whereas the tenants hold the rights to the flat, the
government has the ownership over the land on which theaflatsuilt. Thus, the tenants need to

pay the land premium to have a full right to the flat. HOS and PSPS flats were ceased permanently
in 2003, however, the government resumed HOS in 2011.

2.3.c. Neoliberalization of Public Housing

Although there are o#r various acts carried out by the Hong Kong government that fall under the
banner of neoliberal policies, such as the sale of the Hunghom Peninsuld@stat2010)pr the
privatisationof the two railway corporations, five tunnels and a brig¢gung, 2005)four policies

are mainly discussed here: tpavatisationof the PRH flats through sale to the residents; the
commodification of the management services of the courts through subcontracting; the
privatisdion of the public housing amenities, including shops and car parking lots, through transfer
of the assets to the readtate investment trust, Link REIT; and commodification and

financialisation of SSFs.

2.3.c.1.Privatisationof the PRH

The firstprivatisationattempt took place in 1990. The HKHA attempted to sell a limited number
of PRHflats to the existing tenants. The precondition to the sale set by the HKHA was that at least
50% of the tenants would buy the flats. By offering the 50% ciomditthe HKHA planned to be

the minority. In other words, the HKHA planned to transfer the responsibility to the tenants,
exposing them to the capitalist market arrangements. However, the attempt was a failure. Later in
1992, the HKHA offered th®RHflats to the tenants again. The offer was even lower. The flats
were proposed at 30% of the market value. It was again not successful(1868yargued that

there were failures not because the tenants were not able to purchase the flats. Ehetleewer
reasons for the failure of thgrivatisationattempt. First, the flats were not good quality. Second,
the tenants did not have a choice to buy the flat they pefiistead, they were offered the flats
they were residing in. Finally, the resagstrictions on the flats were strict. He argued that it was
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more logical for the tenants to pay low rent rather than having a mortgage. In other words, Wong

(1998) provided consumer sovereigtigsed explanations.

In December 1997, TPS was announced byHKe&IA. As part of the scheme, at least 250,000
PRHflats were offered to the tenants residing at an affordable price up to approximately 90% of
the estimated market value in 1998 and by 2002, 134,000 flats wergsaoldg & Ngai, 2007)

The TPS was ceased in 2005 with the condition that the existing TPS estates could still be sold to
the residing tenants. As of March, 2017, there were approximately 13@B@0€old as part of the
TPS(Bing-Leung, 28 June 2017a)

2.3.c.2. Commadificatio of the Public Estate Management through Subcontracting

Since the introduction of the PRH, the Housing Department is in charge of the management of the
estate on the behalf of the HKHA. However, subcontracting has been utilized since the colonial
times inHong Kong(Chung & Ngai, 2007)Property management of public housing today is no
exception. The management of approximately 60% of the PRH estates are subcontracted to private
property servicagent§Hong Kong Housing Authority, 2018¢}ven though the HKHA tries to

keep the process transparent through tenant particigiog Yip, 2001) a recent study by the
Labour Party and Confederation of Trade UnigKsqi, 18 January 20183howed that the
subcontracted cleaning services in BRRH estates are dominated by seven private companies,
which are also affiliated with each other through related directors and/or shared offices. Today,

the subcontracting of the management ofRR# estates is common practice.

In the context of HOS, PSP&nd, now, TPS flats, the Housing Department was also in charge of
the management of the courts for the first 12 months after the {hizke2005) In 1986, property
management of the two HOS courts were subcontracted to privatetpreperice agents, as a

part of a pilot scheme. From 1989, property management of all the newly completed HOS and
PSPS courtsvas subcontracted and the tenants were charged for the services by the Housing
Department. In 1996, a new clause was addamithe Deed of Mutual Covenant, limiting the
supervision responsibility of the Housing Departments over the private contractors for 12 months.
Tenants were encouraged to form Owners Corporations to take over the responsibilities of the

Housing Department
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The trajectory represented above indicates the authorities pulled away their responsibilities step

by step through subcontracting to private property service agents or transfer to tena(2901Lau

argued that the process of subcontracting and transfer of the management rdisipsnsitihe
public housings | s pripatisationsd fr at le@ y g o wéi cime hted sc a

di sengagement 0.

2.3.c.3.Privatisationof Public Housing Amenities through Link REIT

In the public housing estates and courts, commercial sparesoriginally designed to provide

the daily necessities of the tenants for an affordable price. Therefore, the shops were rented out to
small scale shop owners at a reasonable fee. Following the Asian Financial Crisis in 1997, Hong
Kong was dramaticallaffected, particularly the housing market. To protect the interest of the
private market, the HKHA ceased the SSFs, such as HOS and PSPS, and TPS, which Chung and
Ngai(Chung & Ngai, 2007arguewere a significant component of the revenue of the HKHA that

was used to subsidize construction and management of the PRH.

In 2003, the HKHA unitarily decided to divéstommercial spaces and car parking lots in 180
public housing estates and courts to transform thealed undervalued businesses to profit
driven ones and to provide revenue to the HKHA by forming ae®tale investment trust (REIT),

Link REIT (Chung & Ngai, 2007Yeung, 2005)It was the first REIT in Hongong. Yeung2005)

argues that the REIT was chosen by the government to promote as a new financial instrument. The
initial public offering (IPO) was planned to take place in December 2014. Before the IPO, a 67
yearold public housing tenant initiated a judicial review on the basis that the HKHA failed to
protect the welbeing of the tenan{Chu, 2010) The IPO took place in 2005 and a Britain based
hedge fund, TCA, became a majority stakeholder witb%gChung & Ngai, 2007)Since then

Link REIT has enhanced its investments in Hong Kong and expanded new ones throughout Hong
Kong, and Mainland ChinéLink REIT). As of today, Link REIT is the dominant shop and car

parking lot owner and operator throughout the public housing estates and courts.

As Shen, Wang and Lombar@015)examined through spatial and logistic regression analysis,

commer ci al Sspace i s dessitesih public dstates andeocurdsnThesefored a i |

8 It is the official term used by the HKHA.
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the commercial space initially built and managed by the HKHA constituted a crucial point for the
tenants to provide their daily needs. The transfer of the assets from the public to private sector
transforned the foodscapes of the tenants, which particularly heavily affected thedome
tenantgBlake, 2017) Not only the life of tenants, but also the life of small business owners was
affected. Link REIT made assemhancements and transformed the space, such as replacing wet
market§ and fresh markets with retail shofisnk REIT, 2013) The rents were increased by as
much as 70%Chung & Ngaj 2007) Consequently, the small businesses have been replaced by
primarily chain brand businesses. Tprevatisationof the commercial spaces in public housing
estates and courts through the establishment of Link REIT transformed common spaceait&o priv
for the sake of the private sector and at the expense of the public. Chung aif208@acalled

the privatisationprocess the neoliberal institution building project.

2.3.c.4. Commodificatio and Financialization of the SSFs

There are/were resale restrictihen the SSFs to prevent speculations. The aim is/was the
protection of the tenants. The resale restrictions were originally 10 years for the SSFs in Hong
Kong (City University of Hong Kong & Hong Kong Housing Authority, 1998pecifically, a

tenant could sell the flat to the HKHA for the original price paid to the HKHA. Between the fifth
and the tenth year, the HKHA could buy back the flat at the market price of similar SSFs sold by
the HKHA at the time. Ten years after thestf assignment, the flat could be sold, rented out, or
transferred in the open market (OM), after paying the land premium (discount rate) to remove the
resale restrictions. An important note is that the resale restriction is valid only for the SSFs built
after Phase 3A. In 1999, the resale restriction was am&r(tled, 2005) First, the resale limit

was reduced from 10 years to 5 years. Second, thddek/by the HKHA at the original price

was reduced to the first two years. Thitae buy back by the HKHA at the market value of the
similar SSF was diminished to three years, covering the last three years of the 5 years resale
restrictions. After the 5 years since the first assignment, the flat can be sold, rented out, or

transferredn the OM after paying the land premium to the HKHA. In other words, the restrictions

9 Wet Markes are common in Hong Kong. They are essentially indoor vegetable and fruit markets.

10The term fArest r i orginalyused to mdicate artpdcdlative iegulatioris,ehighlighting the protection of the tenants. Later,
the term is usetb indicate market disrupting regulations.

11The offici al term used bS$ince ithngicatdKaHfarketientediterraiolagy,/the eetmasxsinply replaced with
ffamend/ amendment 0.
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were reduced and the structure of SSFs became more market friendly, encouraging tenants to use

the SSFs as a jumping stone to the private market.

In addition to the amendent of the resale restriction, in 1997, the HKHA introduced the HOS

SMS, which allowed the SSF tenants to sell to the designated buyers defined by the HKHA without
paying the land premiurfLau, 2005) According to the HKHAHong Kong Housing Authority,

2018¢c) ATransactions in the HOS Secondary Marke
purchaser and the seller may negotiate the price freely and conclude the deal reithigr ati

through an estate agent. Purchasers of flats in the HOS Secondary Market will assume the liability
to pay the premium if they sell their flats at
in 1999, the tenants were allowed to sed flats in the secondary market from the third year on
following the first assignment of the flat to the ten@tu, 2005) The designated possible buyers

in the HOS SMS were defined as Green Form Holders, mainly the tenants of tHaRRifd

the applicants, who are in the waiting list for f@H flats. Following the new amendments in

1999, the restriction to sell in the secondary market was reduced from three years to two years
after the first assignmef(itau, 205). The definition of the Green Form Holders was also extended.

In 2012, the HOS SMS was extended to White Form Holders with a certain quota per year to allow
them to purchase SSFs without land premiitong Kong Housing Authority, 2018a, 2018f)

White Form Holders are mainly purchaser from the private market, who are considered eligible by

the HKHA based on certain criteria.

According to the official position, the main aim of the amendments of the resale restrictions and
the introduction of the HOS SMS is to increase the mobility oPiReél tenants by encouraging
them to buy subsidized sale flats in the secondary market without paying the land p¢eliomgm

Kong Housing Authority, 2018d)Consequently, more spaces will be freed inRR# flats for

the applicants who are in the waiting list, as the tenants who sold their flats will be out of the public

housing system and will not be able to purchase or rent public housing again.



19

Chapter 3: Theoretical Framework

Chapter 3 presents genicdtion theory, which constitutes the core of the theoretical framework.
This chapter is divided into five sections. First, rent gap theory is taken as the point of departure
to comprehend the gentrification literature. While discussing the rent gap ,tleebrgtorical
approach is utilized, covering the early works of Neil Smith and other empirical studies, which are
more economicalbhpriented. Later, criticisms to rent gap theory in the early gentrification
literature are discussed. Third, two sides & literature from the Global South are analysed
through studies that defend the relevance or argue the inapplicability of gentrification to the context
in the Global South. Studies from Hong Kong are also discussed. Fourth, literature on the global
rent ga is represented, which heavily underlines the pol#ecalnomic nature of the term

gentrification and rent gap theory.
3.1. Rent Gap Theory (Supp8ide Explanations)

Neil Smith (1979a, 1979byvas troubled with the dematihsed explaations that neoclassical

theory offered to understand the gentrification phenomenon, a term coined by Rut(l&bdss

which originally referred to the replacement of the working class located in thecitywby other

classes who are economically betdé He believed that previous studies suggested an answer to

the question of dAwhy ha spagratritd wludrard ér\(Smithep e m sd |
1979a, p. 1l64yather than why that particular location was chosen. Consequently, Smith
guestioned the consumer sovereignty hypothesis offered by the neoclassical perspective and
argued that fAgentrification i s a batctkkan opddpel «
(Smith, 1979b, p. 547)

In other words, it is not the consumption preferences of the consumers, but the needs of the capital
that defne where the re/developments take place. By doing so, &8if®b, p. 545pffered the
rent gap theory, w h i ¢ hpoténsal grotind rerit tevelsapdatimeiattual b e t

ground rent capitalized [capitalized ground r
(1979b,p.543) capitali zed ground rent i s Athe actua
by the | and owner, given the present | and use

capitalized under t he (1078 p. 43) Snhhi(1§32)argues tleain d b e s
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contradictory internal mechanisms of the contemporary advanced capitsiesndyave created

the following conditions: tendencies toward equalization and differentiation; valorisation and
devalorisation of built environment capital; and reinvestment and the rhythm of unevenness. First,
capital expands throughout the space by @waing the barriers and consequently equalizes the
difference between capitalist and peepitalist spaces. However, the capital expansion causes
differentiations within the system, such as division of labour and class differences. Second,
valorisation isa profitseeking investment. However, the investor receives returns on investments
over time piece by piece, particularly for fixed investments. The process leads to revalorization
and, then, the new cycle of future valorisation. Finally, this aspect efeandevelopment
characterises the locational shift of the capital investment. As capital is invested in one area, further
investment becomes harder, thus creating barriers. Yet, the same barriers represent an opportunity
for future investment. Thisis daled t he Al ocati onal seesawo by
gentrification, as Smith(1979b) argued, the process likely takes place at five stages: new
construction andhe first cycle of use; landlordism and homeownership; blockbusting and blow
out; redlining; and abandonment. The first stage is when a new building is constructed. During the
first cycle of use, the ground rent is likely to raise. In the second stéige afvners remain as the
owners, they keep up with the maintenance. Otherwise, they rent out their homes to tenants. It is
less likely for property owners to invest in the maintenance of the houses they rent out.
Consequently, the depreciation begins. Bgrihe blockbusting and blow out stage, if the
neighbourhood remains homeowstEminant and still experiences decline, then the real estate
agents buy the houses and sell them to another graup. if the neighbourhood is a white
dominant one, then theal estate agents buy the houses and sell to black families. The blow out
represents the same process without the involvement of the real estate agents. Following the
transfer of ownership from one group to another group, who is more underprivilegedh¢han t
previous owners, the decline of the house prices continue due to the lack of maintenance as a result
of financial constraints. In the fourth stage, the decline of the house price continues, along with
the house value and capitalized ground rent, dsdimeowners and property owners stop investing

in maintenance. As a result, the area is redlined by the major financial institutions for being a risk
investment. Finally, in the last stage, since the return on investments is not profitable any longer,
the poperty owners abandon their properties. This is called filtering. During the filtering process,

gentrification maybe begin if the rent gap is wide enough, due to the involvement of various actors
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in land and the housing market. The rent gap theory pEe\adruitful framework to understand
the process leading to gentrification in relation to the geographies of uneven development as an

internal contradiction of the capitalist system.

Others also tested the theory empirically by investigating other aafiesstincluding cases from
Sweden, Canada, Australia. Eric Clgd987) presented case stes from Malmd, Sweden,
covering a period of over 100 years. As one of the main assumptions that Nei{(2%mé&h, 1979b,
1982)deal t with was the fconsumer sovereigntyo
gap theory from both Neoclassical avdrxist perspectives. Claid988, p. 86)concluded that

Ain their empirical f or m a thisanalsis] maybeiterpoeted a p p e
from either p@aByHshavedrentvgapdproductidhahrowiyie actions of various

actors involved in the process in Toronto, Canada. Kayibited that the role played by the state

in the process is fdrom laissezfaire. Badcock(1989) studied Adelaide, the Capital of South
Australia as a case study to test the three propositions of thgagiheory, presented by Neil

Smith. Badcock concluded that the empirical case supports the theory in varying degree. In
particular, Badcock underlines the role played by the government through its regulatory power to
create the rent gap. Additionally,aBcock states that there is no direct relationship between
gentrification and the financial crisis in the case of Adeliade. Har{itB8Pa)studied the rent gap

theory in Minneapo$ by adapting the approach used by Eric Clark (1987). He verified the rent
gaps. He also concluded that rent gaps may occur not due to devalorisation of the capitalized
ground rent alone, but also due to slowly increasing capitalized ground rent wiscto fiadlep

pace with rapidly rising potential ground rent. Yung and Kib@98)also empirically tested the

theory in Melbourne, concluding that there are rent gaps, but not nelgeasaa result of
suburbanization as Smith argued; they are, instead, a result of the new demands in new submarkets,
the need for new investment outlets, and the changes in regulations as a response to demands of
new consumers and capital. In a more néstudy, Porte(2010)analysed the landalue valleys

in New York between 1990 and 2006 at the metropolitan scale, following the discussion on the
scale issue argued by Hamnie999b¥2. The results of the study showed that there were twe land

12 Hammel argued that the search of different rexgsgin different locations requires study at different scales, e.g. local scale, regional scale,
national scale etc.
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value valleys, and supported the hypothesis forwarded by Neil Smith regarding the causes of rent

gap.
3.2. Other Gentrification TheoriéBemandBased Explanations)

There were others who reject €1997)conductadéastudy he or y
for 22 urban regions in Cada, claiming that there is no evidence of rent gap theory. However,

Slater (2017b) and others(Clark, 1995; Hammel, 1999bpbund his findings questionable.
Moreover, Bourassd 990, 1993ppposed rent gap theory onheoretical foundation, mostly by

feeding from the neoclassical perspective. Bourassa mainly discussed the concepts of capitalised
ground rent and potential ground rent, specifically, the theoretical problems in determining ground
rent. Critics generallyrgued that gentrification is a vast and complex process that one factor may

not be sufficient to explain the procesgBéauregard, 1986)

David Ley (1986) used the posnhdustrial thesis to study gentrification. He agduthat the
transition from manufacturing industries to service industries changed the employment
composition. In line with Ley, Chris Hamnéiamnett, 1991introduced the professionalization
thesis, discussing the transformation of the city centres from production areas to business and
culture hubs. Both Ley and Hamnett reasoned that the transformation in the production structure
from secondary industries to tertiary industries expanded the income structure, which,

consequently, changed the consumption preferences of the new class.

In line with the abowestated theses, others focused on various factors in addressing the questions
of Awho are gentrifierso a(ho87)higwighted tigeeroleteaf i f i er
countercultural movements of the pesfar era in gentrification, as a reaction to suburbanization.

Butler and Robsorf2003) argued that education possibilities are a significant component of
gentrification regarding reproduction of the social and cultural class. Damar{E&})focused

on the role of gender in gentrification through the role of single women professionals and dual
earner couples. Additionally, Manuel Cast¢ll983)and Tamar Rothenbe(§995)discussed the

role of the gay and lesbian communities in gentrification, respectively. Monique Tagigor,

1992)examined black gentrifiers.
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In contrast to rent gap theory arguments, others assert that gentrification is carried out by gentrifiers,
as a result of change in the prodoctand employment structure. The vast research on gentrifiers
underlines different complexities, including education, gender, ethnicity, and more, that compose
the postindustrial/professionalized class.

3.3. Gentrification Studies in Global South @thong Kong

Along with developments in rent gap theory, empirical studies from the Global South are analysed
to further understand the Gl obal Sout(20088 posi f
examined the change in rteal Mumbai through rent gap theory, where the textile sector
constituted the main activity and, consequently, where the working class had inhabited slums.
Whitehead showed the relocation of the textile sector from the centre to the hinterland of Mumbai
and the displacement of the working class to redevelop the area for the needs of the financial
capital. Moreover, Whitehead highlighted the importance of local and national governments as
well as the oligarchic state of the land structure in the case ofbiiyms a comparison to the
Global North. Similarly, Lopef2013; 2011)nvestigated Santiago, Chile. In the fisttidy, Lopez
(2011)focused on Santiago generally. In the second one, six different municipalities from Santiago
were examined in detajLépezMorales, 2013)Lopez(2013; 2011)pointed out two connected
features in the case of Chile. The role of the local and national governments is strict via regulations
and deregulations. Therefore, there is an oligarchy of several actors in the market, as they are the

only ones with the poweo bypass regulations.

Yet, there have been other studies from the Global South arguing that the term gentrification,
having been coined based on the context of the Global North, is not applicable to the rest of the
world. Within the context of China, RéB015)argued that gentrification in China is an exception,

as it poses a different case than others in the Global North. In this regar@@lthexamined

the urban transformation process in Gudray, China through two case studies by comparing
dispossession versus gentrification as the main mechanism (21, p. 24)concluded that

Adi spossession is keywizat Cbnoadd nspédeulcatnit ee
Grange and Pretoriu@016b) refused the existence of gentrification in Hong Kong, as they
claimed that there is no evidence of lasgale development forced upon the people living in the

city centre by the government to clean t he fAul
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is carried out by the government in Hong Kong to capture financial revenue, as the government is

the main owner of the land and, consequently, land provides considerable amounts of income.
Therefore, gentrification is the unintended outcome of $tatelevelopment. La Grange and

Pretorius (2016b) called the process statkegentrification, believing the state is the signifier of

the exceptionalism of Asiads urban d¢0léd op men:
p. 300)conducted three case studies from Hong Kong to offer three models, in line with the so

called exceptionalism iAsia. Their models arfLa Grange & Pretorius, 2016a, p. 300) i 6 b1 a c k

hol ed6 model, suggesting that very -Howmmdieet;, publ
Ohappy dayso model , which provides needed re
industrial economy; and the 6cooked frogdbé mod:¢

to slow the pace of gentrification and thus help to retaindogial mi x ed nei ghbour hoo

In a controversial article, Ley and Té2014)e x ami ned t he concept of fc
variants in Chinese and English newspapers, followed by interviews. Ley and Teo argthesl that

term gentrification has been barely used in the media. They claimed that the lack of the term in the
media and in public discourse proves an alternative ontology of the culture of property in Asia, as

the demolition and eviction are naturalized andyseguently, re/development is perceived as a

means of upward social mobility. In return, several researchers published articles in the
International Journal of Urban and Regional Researtheir aims were: first, to response to Ley

and Teo(2014) secondto maintain the postcolonial stance of the Global South in relation to
broader gentrification literature; and, third, to discuss the irrelevance and inapplicability of the

term of gentrification to the context of Hong Kong. Aging with the initial proposition of the

culture of property, Hail§2017) questioned the institutioris economic, political, social that

enabl e what she calls Aproperty mindo in Hong
asked whether it really matters to call the social phenomenon gentrification and whether it really
matters to use the term gentrification? Cartd17)discussed the decontextualization problem

by introducing Atranspositi(l®@3p PpHpbhe adogwaddt b gl
transpositiond conveys the | oss of both histo
i deas that contri but éCarier, 200h 4660 riticaimgdeyqrel hedr al 1 z
for choosing 1997 as the point of departure for their research, she pointed out that temporal

dimensions in understanding Hong Kong would be misleadingthnsl, underlined the need for
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contextual understanding in analysing a locality. She applied the same methods used by Ley and
Teo. She even expanded their scope. She ran the search for other Chinese terms as well as their
counterparts in Cantonese. Theme sncluded other newspapers. Finally, she ran the same search

for newspapers from the West, e.g. England, United States, Australia. She concluded that the
results are similar for both Hong Kong and the West. In line with Cartier, Smart and(S0dait

asked whether gentrification is the process originally redeiwdoy Ruth Glass as the invasion of
working class quarters by the middle class, or whether gentrification is the outcome of various
processes rather than the process. They argued that the usage of the term has stretched far enough
not reflecting any difrence between markietd and statéed processes, arguing that the

development and redevelopment in Hong Kong traces back taevaostquatters rather than the

postcol oni al er a. Thus, Al ooking for gdntrifi
anal ytic discourse, arguing that nAideas and be
i n which t h&mart& Smiare 20p7l pax28 0T hey al so di scussed t
own cul tur al understanding on ot her hythayldb ur es

t he t hi ndSsartt&Smart, 2017,0p. 523) ui (2017)also highlighted the need for a

different approach when studying rémnglo-American contexts. He particularly emphasized the
importance of historical and local contexts, similar to Smart and Smart. He dngufedt phase

of the urban development and redevelopment was shaped by the squatters and the second phase
was affected by the structural changes in Hong Kong from a manufacturing to eseck
economy. I n a nut shel | ,urbanadeveldpment andiraddvelopraeattinu a | |
Hong Kong require us to probe the local complexities and to examine them in relation to local

s peci f(luic2017,iped849Tang (2017) refused the myth of the culture of property, claiming

t hat At heir argument IS essentially no di f
gentrificationo. He stressed that thedaselepende
accumulation, posing a difference from others in the region. Like otheassderiticized taking

the postcol oni al era as the point of departur
since the beginning of colonization by Britain as a means to maintain financial independence and

to keep the socipolitical order. Thegfore, he argued that the secondary circuit of capital cannot

be reduced to the primary circuit. Along the lines of Smart and Smart, Tang also defined
gentrification as one of the processes rather than an outcome that covers various processes. He

quoted Smt h to differentiat e ¢ eaadéveldprhentcirvdlvesonot a n d
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rehabilitationofold t ruct ur es but the construction of ne\
(Smith, 1982: 139 quoted in W. S. Tang, 201Hg (W. S. Tang, 2017, p. 494rgued that
redevel opment iIs Athe | ogic of government, no
Kong fheamanoingrcat ed redevel opment o, reflecting
regulate the land. Tang argued that the-estédte sctor is the dominant one in Hong Kong and,

due to the socihistorical context of Hong Kong, the real estate sector, in cooperation with the
government, has a hegemony over many aspects ¢tL.&e& Tang, 2017; WS. Tang, Lee, &

Ng, 2012; W. S. Tang, 2017Anne Haila(2000)al s o used tthy dteatne i ptroo pcke
the strong relationship between the state anda®ake sector. Tang argued that the-estdte

sector is the dominant one in Hong Kong and, due to the-b@timrical context. Finally, Tang

(2017) also called for new approachesstead of more empirical studies, to better understand
different contexts, as the case of Hong Kong proved that overused concepts can easily be replaced.

3.4. Planetary Rent Gap and Gentrification as a Critical Political Agenda

The above arguments andfitics from the Global South clearly show a postcolonial approach.
The opposition to gentrification terminologglaiming that the conditions and, therefore, the term,

to describe conditions in the North, cannot be applied to the varying context ldfdsda the
South- can be clustered into two groups: firstly, the planetary rent gap; and, secondly, the political

nature of the gentrification.

First, proponents of gentrification terminology claim that the secondary circuits of accumulation

are todayat least as important as the primary circuits of accumulation throughout much of the
world. Therefore, the rent gap is becoming a phenomenon at the global scale. AR &l&terp.
131)argued, A[t] he W&Bouamd visce nverhea ONbut t he
the secondary circuits of accumulation is everywhere and does not recognize or validate such

di stinctions. o0 Therefore, Sl ater states that
driver of capital accumulation, as Lefebvre imaginetarRévolution Urbaing¢2003) Thus, the

nev question i s 0PI(Shatere2087b, . 12FWelha (A0S} astwitho Stater

(2017b) s hares the idea of Lefebvreds Planetary
gap extraction. Wyly takes forward the idea a

todayods cognitive capital siwth reedisavand \edusatiomale a | e
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di scourses and communication cir c(&iWylg?20l59 ever
p. 2535) LopezMorales(2015, pp. 56&67)argued the following:

rejecting the whole concept of gentrification [is] as problematic at a planetary level
simply because the cases of clpstarizing redevelopment seen in therld do

not resemble traditional descriptions of gentrification first seen in the global. This
is a mistake many scholars fall into, one which dangerously leads us towards a
collection of dispersed reflections rather than a vibrant community of thought an

a process of comparative learning.

The historical development of rent gap theory and the cases from the literature, §2@lark.

455)ar gued, iné confirm the relevance of gentrif
limitations of a onesizefits-a | |  n o t as Glark2015, Y.et53%taed, re/development(s) still

involves massive rergeeking accumulation, dispossession and displacement of the weak, and
struggle for those who bear the cost. Therefore, rent gap theory offers the tools to understand the
mechanisms behind contemporary unisens. Clar2017) listed the mechanisms that produce the
theory as MAsoci al relations of private proper
inequality, exchangealuedriven decision making (financiagétion), and myths of market
fundamentalism, fronte, consumer sovereignty a@d7arppe.l at ed
89-92) offers:

rent gap theory is not naw!|l vy economi sti c, but a theory
creating economic conditions for gentrification[. It] helps us to understand the

circulation of interesbearing capital in urban land markets, and speculative landed

developer interest, and the renpgaare produced via the activation of territorial

stigma.
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Chapter 4: Methods

Chapter 4 describes the methods that are utilized to collect datasets. The result of the datasets will
be represented in Chapter 5. Methodical considerations are given in IChdpte explain the

rationale behind the selection of methods.

As stated above, this thesis mainly relies on the quantitative method to collect datasets. The
gualitative method is also utilized as a supplement, as in other stud{&s KdNyly & Hammel,

1999; Ye, Vojnovic, & Chen, 2015In line with this logic, this chapter is divided into two sections:

first quantitative method and then qualitative method. Secondary data constitutes the core of the
guantitative method for this thesis. In the quantitative section, after briefly dagctiite study

area, different datasets are discussed in eackestiton, in which data sources & data collection

and temporal scale are discussed. Second, the qualitative method of field observation in Hong
Kong is described. This section first descrifesdeneral setting in Hong Kong, then the specific

study area within Hong Kong, and finally, the

4.1. Quantitative Method

As the main method of research for this thesis, quantitative data consists primarily of secondar
data from surveys and official statistics from relevant years. The selected study area is the public
housing in Hong Kong with a focus on SSFs. The SSFs include HOS, PSPS and many others, as
thoroughly described in Chapter 2.1.3.b. A detailed list dissitasources below displays the title

of the section, title of the statistics, source, and time scale.
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Section Name Name of Statistics Source Time Scale
% % Age Distribution Population ByCensus 2006; 2011; 2016
- O .

A . Population ByCensus 2006; 2011; 2016
é o Average Household Size Government Meeting Minutes 20162016
Lo )
Q@ 3 Median Household Income The Quarterly Report on Gener: 19932017
g T Household Survey
0o
T 9
N Median Monthly Domestic
2w Household Mortgage Payment al Population ByCensus 2006; 2011; 2016
@ c
£= Loan Repayment
n O
Transaction Volume in the Survey on Buyers of Secoitthnd 19972015
SecondHandMarket HOS Flats
Average Age of the Secosidland | Survey on Buyers of Secoiithnd 19972015
s Subsidized Sale Flat Buyers HOS Flats
@]
g A Household Size of th
S verage Household Size of the
s SecondHand Subsidized Sale Fli Survey or’Bl_L%eSrsF(I)f Secondhand 19972015
n Buyers ats
- Y!
S
i Previous Housing of the Seceng Survey on Buyers of Secosttand 19972015
% Hand Subsidized Sale Flat Buye HOS Flats
£
“= Median Household Income of thi
o
) SecondHand Subsidized Sale Fl; Survey on ﬁlé)yserslcﬁecondhand 19972015
5 BU ats
Q yers
=)
m
2 Method of Payment used by thg Survey on Buyers of Seco#itind 19972015
8 Subsidized Sale Flat Buyers HOS Flats
©
c
o .
o Average Mortgage Period for thg
% SeconeHand Subsidized Sale | SUVeY On Buyers of Secofidnd | 9975015
HOS Flats
Flats
Renovation Expenses as a | Survey on Buyers of Secoiitind 19972015
Percentage of the Sale Flats HOS Flats
Mortgage to Income Ratio for th{ Survey on Buyers of Secoiitind 19972015
Subsidized Sale Flats Buyers HOS Flats
> Median Age Population ByCensus 2011; 2016
§ " Average Household Size Population ByCensus 2011, 2016
2 % Median Household Income Population ByCensus 2011; 2016
. . .
ouw Median Monthly Domestic
g Household Mortgage Payment al Population ByCensus 2011, 2016
Loan Repayment
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Surveys are fASurvédywmnan HOBYy erlatesfo. Saddendf fi ci a
by Household Typeso and AMajor Housings Stati s
Household Surveys@Gemnanuws d@Popul ati on By

4.1.a. Survey on Buyers of Secenmand HOS Flats

The Survey on Buyers of Secehdnd HOS Flats are conducted by the Subsidized Housing
Committee. Surveys are conducted by faeéace interviews at selected flats. Participants are
randomly selected. Surveyere conducted annually from 1997 to 1999. Since 2001, the survey
has been conducted biennially. The latest survey available is from Z@&5number of
participants vary from approximately 1000 in 2005 to 3000 in 2003.

Surveys covered diverse topicacluding others that are not used in this thesis. Surveys are
conducted for both SMS and OM buyers. For the OM, surveys are conducted for bdatiméirst
buyers and repeated buyers when available. For the SMS, the surveys are conducted for both green
form holder$® and white form holdeté, whenever it is available. The differences between green

form holders and white form holders are detailed in Chapter 2.

Finally, the surveys provide information on the buyers from the SMS and OM. Moreover, they
differentiate various buyers: the green form holders and white form holders from the SMS; and

the firsttime buyers and repeated home buyers from the OM, whenever possible.
4.1.b. Official Statistics

For simplicity, the official statistics are categorized f St at i sti ¢cs by Househo
Housings Statisticso. First, the statistics b

housing statistics are presented.

4.1.b.1. Statistics by Household Types

In the statistics, household types aategorized by public housing, subsidized home ownership

housing, private permanent housing, and temporary housing. This thesis is concerned with

13 Green Form Holders are mainly the tenants of the PRH flats and the applicants, who are in the waiting ligRFbfl#te. P
14 White Form Holders are mainly purchaser from the private market, who are considered eligible by the HKHA based onteggain cri
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subsidized home ownership housing, also known as SSFs. Statistics are mainly from the
APopul aGensoses Baynd At he Gener al Household Surve
Statistics Department. One government meeting minutes is also utilized as complementary data.
The temporal scale varies depending on the data, as shown in the table above. Data are mostly
avd | abl e at Adata. gov. hko, whi ch i s coordina
Information Officer with the inclusion of various government bodies and public/private bodies.

An important point related to public housing is that the SSFs sold in thea@dvthe flats with

paid premiums that are available for sale in the OM, are not statistically considered part of the
public housing after 2002, even though they are geographically located in public housing areas.

So, the data here is solely concerned WithSSF tenants.

4.1.b.2. Major Housings Statistics

The major housings statistics show private or public residential building(s) built by the same
developer in an area with at least 3,000 residents or 1,000 domestic households. The major
housings statigts are conducted by the Census and Statistics Department for the Population By
Census. Since 2011, they have been released for Populati®erdys every five years, so, they

are available for 2011 and 2016. One important point to note here is that jirehmasing
statistics cover the entire unit, including the public housing (SSF) tenants and private housing
tenants. It is important to find out the change in the public housing estates and courts, the
population in estates and courts is stable, thescllange happening over or below the change in

SSFs indicates external impact (gentrification or filtering). This is explained in detailed below.

4.1.c. Data Process

Household Type statistics cover the tenants living in the SSFs. In other words, tlepdsgants

tenants irthe public part of the subsidised public estates and cotittas, household type data is

used as a threshold to determine the change in the statistics, because the public housing tenants of
these estates are immobile due to resalgiectsns. Therefore, it is expected that the statistics

show consistencgvertime.

Using Household Type statistics on SSFs as a threshold for the given year2@26)knd

calculating the change in the major housing estates indicates the impactmdileatgors such as
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seconehand flat buyers via SMS and OMIo illustrate the pointlet us assume that the real
household income for SSF tenants increased by 5% between 2011 and 2016; an increase over 5%

in major housing estates originally designed aSsS&ould be an indicator of tenant change.

ArcGIS helpgo visualize the data. To accomplish this, the locations of each HOS, PSPS and TPS
are located ilsoogle Earth. The data is exported in KMZ format. Later, the same data is imported
as Points into Map. The shapefile for Hong Kong is obtained from BBIA ("DIVA -GIS,").

The relevant data is joined with the corresponding points.

4.2. Qualitative Method

The qualitative method supplements quantitative methods to comprehend the observable evidence
in the study area of this thesis. Field observation is utilized because it provides vital insight for
enhanced context understanding, while not requiring as nmaehaind financial resources as an
ethnography, for instance. After the general setting in Hong Kong is desbehmv, the study

area is represented. Later, the approach before, and in the field, is explained.

As part of the field observation, a 100 squboot flat in a service apartment was rented in Hong
Kong. The aim was to have a fitsand experience similar to the many who live in incredibly
small spaces in Hong Kong. The flat was rented for March and April. Though the local language
is Cantonese,ally interaction with the local population was conducted mainly in English, or in
Mandarin, as there are many immigrants from the South of China and most locals in Hong Kong
also speak Mandarin as a second or third language. To increase familiarityevatmtaxt, walks

in various parts of Hong Kong were conducted almost daily, as one local advised during an
interaction that since the flats are very small in Hong Kong, people prefer to spend time outside
and use the flat to fulfil only the daily needsclsias showering, sleeping etc. Newspapers were
also followed as part of the daily routine.

4.2.a. Study Area

The study area for field observation is SSF estates and courts. To determine the exact locations
within these areas, there are two points of depar SSF buildings and shopping centres. While

SSF buildings are significant because they represent privatized public rental flats, shopping centres
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are chosen in this thesis as the main focus for location selection. The great majority of shopping
centreswere privatized in 2005 through the asset transfer from the HKHA to the Link REIT, as
discussed in Chapter 2. Consequently, the shopping centres have undergone a dramatic change in
their physical characteristics and their contents, as there has beeenhssetement in many of

the centres and many stores have been replaced. Therefore, shopping centres offer a better

observable option.

Twelvesites were visited for observation. In each site, there was at least one shopping centre run
by Link REIT. In some sites, there were also other shopping centres run by the HKHA. In the sites,
there were also SSFs, public rental housing, private housimgiggshopping centres, and private
commercial shops. The details of the study areas are presented in Appendix |. The information
includes the following: the location of the site; date of the field observation; name(s) of the
shopping centres; managemenhthe shopping centres; completion year of the shopping centres;
year of the asset enhancement; amount of the asset enhancement; list of public housing in the area,

including HOS, PSPS, TPS, and PRH; completion year of the public housing.

4.2.b. Approach

Field observation in this thesis refers to unstructured observation. M@a@a8, p. 307gxplains

Afé observers using unstructured methods wusual
as to the discrete behaviours t hansardnmdeyinami ght
more natural opeended manngiPunch, 2013)However, it does not mean thateasch is chaotic.

Instead, the researcher prepares for the field but attempts to enter without preconceptions. These
definitions underline two points that are highly related with the research questions of this thesis:
space and context. First, unstructuoddervation focuses on the general study area, not a single
component therei(Mulhall, 2003) Consequently, it allows the researcher to focus on the context

and wider picture in the fieldPunch, 2013) Therefore, unstructured observation allows the
researcher to observe the interaction between the physical space and users of this space. In the case
of gentrification studies, it allows the researcheslieerve the interaction between the gentrified

space and gentrifiers, and the social relations which eventuate from this interaction.
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During the field observati on, the main data ¢
Silverman(1993)described. It was supplemented with photographs to record the findings visually.
Although the photographs were mainly taken during field observations, interesting points
occurring during daily life were also recorded. Finally, a field journal was kept to note observations
during and after field exploration, and for some dfietd related observations. Nofield
observations were important to comprehend the setting in which fields are located. After all field

visits were completed, the commonalities among the fields were highlighted.

As indicated above, unstructured observation also rexjpireparation for the field visit. The

following points were researched before the visit to famsetihe researcher with the field:

1 Where is the field located in Hong Kong?

1 How many public housing units are there?

1 What type of public housing units areey?

1 When were the public housing units built?

1 Where is/are the shopping centre(s) located in the area?

1 By whom is/are the shopping centre(s) run, e.g. Link REIT or
HKHA?

1 Has there been capital expansion in the shopping centres?

1 Are there any privathBousing and/or shopping centres in the area?

1 What are the characteristics of the private housing and shopping

centres, e.g. higend?

During the field observation, the following primary questions in relation to the research questions

were kept in mind, ditough the field was approached without-gdegermined aims:

1 What are the physical characteristics of the public housing and
shopping centres?
What are the observable characteristics of the residents and shoppers?
What are the characteristics of the shopghé shopping centres, e.g.
high-end, lowend, chain shops?
1 What are the nearby shopping opportunities for the local population
to obtain their daily needs, e.g. food and other house needs?
1 Which option does the local population prefer, if there are other
shopping options?

= =4
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Chapter 5: Findings

Chapter 5 presents the research findings. This chapter is divided into two sections: statistical
findings; and observational findings. Statistical findings are shown in thregestibns. In the
observational findigs, the results collected through field observation are also introduced in three

sub-sections.

5.1. Statistical Findings

In these sudsections, various statistics on tenants living in SSFs and the tenants who purchased
flats in the SSFs through the SMXaDM are listed. Though the tenants who purchased the flat
through the SMS are still part of public housing, and those who purchased the flats through OM
are part of the private housing, all of them are located in the same SSF estate/court. Socio
economicstatistics/characteristics will be provided first for the tenants living in the public housing
part of the SSFs, then for the secdrahd buyers (both through SMS and OM), and finally, for all

tenants living in SSF courts and estates, both public anderiva
5.1.a. Public Housing SSF Tenants

There are mainly four statistics for tenant characteristics: the age distribution of the tenants; the
average household size; the median household income; and median monthly domestic household
mortgage payment and loan repayment. The statistics are pe$emh a temporal perspective,

and, whenever possible, by comparing them to thoB&kéfand private housing.
5.1.a.1. Age Distribution

As shown in the table below, for 2006, the age group concentration for the SSF tenants begun at 5
years old and endeat 59 years old. In other words, the great majority of the tenants were between

5 years old and 60 years old. The most concentrated groups werd4@5i 49, and 50 54.

Among the young groups, 20 24 had the highest share. These four groups itatest
approximately 36% of the total tenants. For 2011, age group concentration begun at 10 years old
and ended at 64 years old. The most concentrated groups weré450i1 54, and 541 59.

Among the young groups, 2b 29 had the highest share. Theg®ups also constituted

approximately 8% of the total tenants. For 2016, age group concentration begun at 15 years old
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and ended at 64 years old. The most concentrated groups werg45®51 59, and 60° 64.

Among the young groups, 3034 had thehighest share by a small margin. These groups also
constituted approximately 36% of the total tenants. In line with the trend, the great majority of the
tenants were between 15 years old and 69 years old. Moreover, the share of +70 groups were higher
for 2016 in comparison to 2006 and 2011. As the statistics indicate, the groups shifted towards
older age groups between 2006 and 2016. Both the average age and the median age increased by
3 years from 2006 to 2011, and from 2011 to 2016. In other wordgrthets living in the SSFs

aged, indicating the immobility of the tenants, as argued.

Table2 - Age Groups for SSFs

Number of People Percentage
Age Group| 2006 2011 2016 2006 2011 2016
0-4 31271 29147 31314 2.56 2.44 2.74
5-9 49407 | 30557 | 32566 4.05 2.56 2.84
10-14 68427 47016 31491 5.60 3.94 2.75
15-19 87853 | 66203 | 46307 7.19 5.54 4.05
20-24 104954 [ 88149 | 66245 8.59 7.38 5.79
25- 29 90602 | 106749 | 82758 7.42 8.94 7.23
30-34 86397 | 82059 | 87898 7.07 6.87 7.68
35-39 92722 | 79583 | 72901 7.59 6.66 6.37
40- 44 118832 | 85669 | 73311 9.73 7.17 6.40
45-49 132075 | 114722 | 85801 10.81 9.61 7.50
50- 54 105516 ( 128710 | 108693 10.78 9.49
55-59 79344 | 105533 123624 6.50 10.80
60 - 64 45008 [ 79047 | 96880 3.69 6.62
65- 69 41411 | 43428 | 73984 3.39 3.64 6.46
70-74 37636 | 38276 | 40994 3.08 3.20 3.58
75-79 26999 | 33128 [ 37483 2.21 2.77
80- 84 14679 | 22809 | 28387 1.20 1.91
85+ 8088 13511 | 24137 0.66 1.13
Total 1221221| 1194296| 1144774 100.00 100.00 | 100.00

source: tables by the author
(Census and Statistics Department, 2007, 2012, 2017b)

Below, charts for Simplified Age Group and Age Growgth Trend Lines indicate the aging
process between 2006 and 2016. Whereas the age groups between 25 and 64 remained stable, the
younger age groups shrunk, and the older age groups soared. In other words, a relatively older

population currently resides the SSFs.
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Figure 3 - Simplified Age Groups for SSFs
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Figure4 - AgeGroups for SSFs with Trend Lines (number of people)
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5.1.a.2. Average Household Size

Table 2 is based on the HKHAOGs Public Housi
household sizes for the HOS and TPS flats from 2006 to 2016. For HOS flats, the average
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household size decreased from 3.3 in 2006 to 3.2 in 2016. Although the HOS antat§PS f
constitute significant parts of the SSFs, they do not form the entire SSFs and the table does not

present the entire picture.

Table3 - Average Household Size

Year| HOS Flats | TPS Flats
2006 3.3 3.8
2007 3.4 3.8
2008 3.3 3.7
2009 3.3 3.5
2010 3.3 3.5
2011 3.3 3.5
2012 3.3 3.4
2013 3.3 3.4
2014 3.2 3.4
2015 3.2 3.4
2016 3.2 3.3

source: table by the HKHA
(Bing-Leung, 28 June 2017b)

Table 3 is based on the population censuses and digshlagverage household sizes for the PRH,

SSF, private permanent housings, and Hong Kong generally for 2006, 2011, and 2016. The average
household size for the SSF decreased from 3.3 persons in 2006 to 3.2 persons in 2011, and, later,
to 3.0 persons in 2. Comparatively, the average household size for the SSF was higher than the
PRH, private permanent housings, and overall for Hong Kong. The table also indicates that the

average household size decreased for all housing types, most significantly an®8§.the

Table4 - Average Household Size by Type of Housing

Type of Housing Average Household Size
2006 2011 | 2016
Public Rental Housing 3.0 2.9 2.8
Subsidised Sale Flats 3.3 3.2 3.0
Private Permanent Housir] 2.9 2.9 2.8
Overallfor Hong Kong 3.0 2.9 2.9

source: table modified by the author
(Census and Statistics Department, 2007, 2012, 2017b)

5.1.a.3. Median Household Income

Figure 5 draws from the Quarterly Report on the General Household $Gemsus and Statistics
Department, 2018@nd indicates that median household incomes were 11,350 HKD, 14,850 HKD,
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15,200 HKD, and 13,125 HKD for the PRH, SSF, private permanent housing, and overall Hong
Kong, respectively, in 1993. The numbers were 15,150 HKD, 21,075 HKD, 22,000 HKD, and
19,075 HKD, respectively, in 1997, when the Asian Financial Crisis hit the wégien. The

median household incomes decreased for some time following the crisis, particularlyHBHhe

and SSF. Before the crisis in 2008, the median household incomes were 11,150 HKD, 20,600 HKD,
25,000 HKD, and 18,250 HKD, respectively. The hdwde incomes dropped after the crisis for

a short period of time. Finally, the median household incomes were 16,225 HKD, 27800 HKD,
36,650 HKD, and 26,375 HKD for tHeRH, SSF, private permanent housing, and overall Hong
Kong, respectively, in 2017.

For SSFs, the median household income was above the overall household income level for Hong
Kong. Yet, whereas it was 1.13 times above the median household income for Hong Kong in 1993,
it was only 1.05 times above that in 2017. In other words, the mediaehmd income for SSFs

and overall for Hong Kong increased by 1.87 times and 2 times, respectively, between 1993 and
2017, and the difference between the two shrank over the time. One reason is that the median
household income for private permanent housiogeased considerably (2.4 times) between 1993

and 2017, although it dropped for PRH. Put another way, the difference between the median
household income for SSFs and private permanent housing grew. Regarding median household
income growth by housing tgpthe private housing significantly passed public housing. Overall,
although median household income for SSFs increased between 1993 and 2017, its growth rate

was below that of Hong Kong generally and of private permanent housing.
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Figure 5 - Monthly Median Household Income (HKD) by Housing Type
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source: chart by the author
(Census and Statistics Department, 2018c)

5.1.a.4. Median Monthly Domestic Household Mortgage Payment and Loan Repayment

Table 4 below displays the median monthly domestic household mortgggemaand loan
payment for 2006, 2011, and 2016. The table shows the data for SSFs, private permanent housing,
and Hong Kong. Data for all of them are consistent. The mortgage payment and loan repayment
decreased between 2006 and 2011, mostly due to & e&dnomic crisis. As Figure 5 shows,
median income also decreased temporarily following the economic crisis in 2008. The mortgage
and loan payments soared between 2011 and 2016, yet, the increase is not significant for SSFs: it
increased only by 540 HKD.
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Table5 -Median Monthly Domestic Household Mortgage Payment and Loan Repayment (HKD)

Type of Housing 2006| 2011 | 2016
SSF 5200 5000 | 5480

Private Permanent Housing | 9500( 8000 | 10500
Overall 7800 7000 | 9500

source: table by thauthor
(Census andtstistics Department, 2007, 2012, 2017b)

5.1.a.5Summary

1 The average and median age of the SSF tenants increased by 3 years from 2006 to 2011,
and from 2011 to 2016, indicating that the tenants in the public housing part of the SSFs
aged.

1 The average household size for SSFs decreased from 3.3 per2086 o 3.2 persons in
2011, and, later, to 3.0 persons in 2016.

1 The median household income for SSFs increased between 1993 and 2017. However, it
was below the growth rate of Hong Kong generally and of private permanent housing.

1 The mortgage and loan payments slightly soared between 2011 and 2016.
5.1.b. Second Hand Buyers of the SSFs via SM and OM

In this subsection, the following statistics on the characteristics of sebhand SSF buyers
through the SMS and OM are discussibe: transaction volume for sale in the secbadd SSF
mar ket; average age of the buyers; househol d
income of the buyers; method of payment used by the buyers; mortgage payment period;

renovation expenseas a percentage of flat price; and the mortgagecome ration.

Surveys provide information on the buyers from the SMS and OM, including the green form
holders and white form holders from the SMS, and thetiirst and repeated home buyers from

the OM As explained in Chapter 2, the green form holders are mainly the tenants of the PRH and
the applicants who are on the waiting list for it, and the white form holders are mainly the
purchasers from the private market, who are considered eligible by tHAHK

N
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5.1.b.1. Transaction Volume in the Secdtahd Market

Figurebelow, covering 2001 to 2015, indicates that the transaction numbers for the -$ecwhd
market for the SSFs sold through the SM and OM fluctuated. There is no detectable trend in the
market The number of transactions in the SMS varied between approximately 1,500 and 3,000,
mostly being around 2,000. The number of transactions in the OM fluctuated even more, varying
between approximately 2,750 in 2014 and approximately 9,000 in 2011. Inthetee were
approximately 100,000 transactions between 2001 and 2015, which constitute an important part of
the total SSFs considering that there were nearly 450,000 SSFs as of March 2017, including HOS,
PSPS, TPS, and MIKBing-Leung, 28 June 2017a)early one fourth of the transactions took
place in the SMS. Around thrdeurths ofthe transactions were conducted in the OM. Yet, there

is one detectable trend in the chathat the transaction volumes for the OM were higher than
those in the SM. As a result, a significant portion of the population has been replaced with the new

tenans from the OM.

Figure 6 - Transaction Volume in the SeceHdnd Market
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source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.2. Average Age of the SeceHdnd Buyers

Below, Table 5 indicates the average ages of the sehand buyers through the SMS and OM
between 1996 and 2015. The statistics after 2007 provide the median age of thehaedond
buyers (marked with a * sign). Overall, the OM buyers were significantly youhgerthe SMS
buyers. Whereas the OM buyers were approximately 40 years old, the SMS buyers were around

45 years old. The detailed examination shows that the white form holders were younger than the
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green form holders in the SMS and the fiiste buyers wee younger than the repeated home
buyers in the OM. Whereas the white form holders andtfiret buyers were in their mi80s, the

green form holders and repeated home buyers were at their eafyimid

Table6 - Average Age of the Secehidnd Buyers

SMS oM
Year Overall Overall
Green Form\ White Form | First Time Buyersi Repeated Home Buye|

19961997 N.A. 38
19971998 43 36
19981999 42 38
19992001 44 39
20012003 44 38
20032005 46 40
20052007 50 42
20072009* 45 41
20092011* 46 39
2011-2013* 46 34 45
20132015* 45 \ 34 33 41

source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.3. Average Household Size of the Seeldadd Byyers

The table below indicates the average household size of the semotdbuyers through the SMS
and OM between 1996 and 2015. Findings indicate that the average household sizes of the OM
buyers were smaller than those of the SMS buyers. The averagehold sizes of the SMS buyers
were nearly 3.2. The average sizes for the OM buyers were nearly 2.8. A detailed examination

indicates that the average household size fortiirs buyers were significantly smaller.
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Table7 - Average Household Size (Person)

SM oM
Year Overall Overall
Green Form\ White Form| First Time Buyersl Repeated Home Buye

19961997 N.A. 3.1
19971998 3.8 2.8
19981999 3.7 3.4
19992001 3.5 3.0
20012003 3.3 2.7
20032005 3.3 2.8
20052007 3.2 2.7
20072009 3.2 2.7
20092011 3.2 2.8
20112013 3.2 2.6 3.1
20132015 3.2 \ 3.0 2.7 3.1

source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.4. Previous Housing of the SecdtahdSubsidised Sale Flat Buyers

The tables below provide selected statistics on the previous housing situation oftsmednd
buyers through the SMS and OM between 1996 and 2015. For the SMS, the great majority of
seconehand buyers were from the PRH, as expecFindings show that the green form holders
were mainly from PRH and the white form holders were from private housing. For the OM, the
seconehand buyers were mostly from private housing. It is indicated that the great majority of the
repeated home buggwere from private housing. More than half of the irste buyers were

from private housing and the rest were from PRH and SSFs.
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SM
Year Public Rental Housing Subsidised Sale Flats Private Housing
Green White Green White Green White
Form Form Form Form Form Form
19961997 - - -
19971998 97% - 1%
19981999 94% 1% 4%
19992001 87% 2% 9%
2001-2003 81% 5% 14%
20032005 87% 1% 15%
20052007 86% 1% 11%
20072009 84% 2% 14%
20092011 82% 2% 16%
20112013 81% 13% 1%
20132015 | 81% 18% 3% | 14% 14% |  67%
source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)
Table9 - Previous Housing Situation for OM (percentage)
oM
Public Rental Housing| Subsidised Sale Flats Private Housing
vear Firsttime Repeated Firsttime Repeated Firsttime Repeated
Buyer Home Buyer Home Buyer Home
Buyer Buyer Buyer
19961997 20% 23% 56%
19971998 17% 29% 50%
19981999 17% 23% 58%
19992001 18% 30% 52%
20012003 23% 18% 58%
20032005 21% 25% 53%
20052007 13% 19% 67%
20072009 10% 11% 79%
20092011 11% 14% 75%
20112013 - - 34% 91%
20132015 25% 2% 14% \ 9% 59% 89%

source: charby the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.5. Median Household Income of SecétahdBuyers

Table 9 shows the median household incomes of the séamttlbuyers between 1996 and 2015.

The table indicates that the median household incomes of OM buyers were higher than those of
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SMS buyers, except during 20@003. The income difference vatifrom year to year. Findings
suggest that green form holders and white form holders had similar median household incomes
and that firsttime buyers had higher median household income than repeated home buyers.
Moreover, median household incomes of ftiste buyers were higher than those of others.

Table10- Median Monthly Household Income (HKD)

SMS OM
Year Overall Overall
Green Form\ White Form| First-time Buyersl Repeated Home Buye

19961997 N.A. 34900
19971998 32000 40000
19981999 24800 30300
19992001 21500 25000
20012003 19800 19000
20032005 20000 21700
20052007 21000 26800
20072009 23800 25000
20092011 26000 27400
20112013 31100 34800 33300
20132015 35400 35800 40000 37500

source: chart by the author
(Subsidised Housing Comneg, 2004, 2006, 2008, 2010, 2012, 2014, 2016)

Thefigure below gives the comparison among the median housétmdes of the secorthnd

buyers, the median household income of the SSF tenants, and the median household income of
Hong Kong. It shows that the median household incomes for the skaadduyers were higher

than those of SSF tenants living in the peiblousing part and those of Hong Kong. Particularly,

the median household incomes of fitishe buyers were considerably higher.
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Figure 7 - Median Monthly Income (HKD) of the Seceaddnd Buyers
and SSF Tenants in the Pubtousing Part and Hong Kong

45000
40000 =
e
35000 - 51
! ) )
30000 : =1 4
: %
25000 e B! B
s - , E: #
20000 - f £ e 1
" E - : r : B =igr
¢ E # v . ’ ’ / EM zige
15000 A ” Y :: . / / v . = = .
: ’ ’ ¢ ’ * ¢ il 4
¢ E ¢ z = B
woo g B E B bR ik
s ’ ’ # ¢ = =4
LA ’ ¢ / ’ / / = =i
5000 ANEARANIENERIEIEERAE S
¢ / ’ ’ e /] = =
0 cHoW / : : ’ 2% I ¥ AL AIES! [
A NS Y > > $» QA O N > \e)
) § 0’0, N N S S N N N N
Y N v v v v v v v
o S O 3 & g g S g 5 &
D D N > D D 0 > > > >
HHOS SM Overrall mHOS OM Overrall = HOS SM Green Form
HOS SM White Form =HOS OM First Time Buyers . HOS OM Repeated Home Buyerq
& Hong Kong HOS # Hong Kong Overall

source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014, 2016)

5.1.b.6. Method of Payment used by the SSF Buyers

Table 10 showshe percentage of secehdnd SSF buyers who used mortgage as a payment
method between 2001 and 2015. It indicates that more SM buyers than OM buyers used mortgage.
Detailed examination shows that the mortgage usage among the green from holders, nvhite for
holders, and firstime buyers was above 90%. The repeated home buyers used mortgage as a
payment method the least, as they most likely used their previous housing as a source of payment.
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Tablell - Mortgage Loans as Method of Payment (percentage)

SSF SMS SSF OM
Year Overall Overall
Green Form\ White Form| First Time Buyeré Repeated Home Buye
20012003 99% 89%
20032005 96% 85%
20052007 81% 75%
20072009 83% 77%
20092011 92% 80%
20112013 94% 91% 78%
20132015 95% | 97% 93% 81%

source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.7. Average Mortgage Period for the SecHadd SF

Table 11 displays the average mortgage payment period between 2001 and 2013, which shows the
years over which the mortgage payments were spread. It indicates that the mortgage payment
periods for OM buyers were longer than those for the SMS. Moredemortgage payment

period got longer over time. It is most likely related to the increasing flat prices in Hong Kong.

The increasing average period also implies the unavailability of other financial sources.

Tablel12 - Average Mortgage Payment Period

SSF SMS SSF OM
Year Overall Overall
Green Form\ White Form| First Time Buyeré Repeated Home Buye
2001-2003 15 17
20032005 13 17
20052007 14 18
20072009 14 19
20092011 17 22
20112013 20 25 25

source: charby the author
(Subsidised dusing Committee, 2004, 2006, 2008, 2010, 2012, 2014, 2016)

5.1.b.8. Renovation Expenses as a Percentage of the Sale Price

Table 12 shows the renovation expenses of sehand buyers as a percentage of flat price
between 2005 and 2015. Whereas early renovation expenses constitt8&a d®the flat prices,
later ons formed 5%6%. The table indicates that secdmhd buyers spent considerably for the

renovation of their flats.
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Table13 - Renovation Expenses as a Percentage of Flat Price (percentage)

SSF SMS SSF OM
Year Overall Overall
Green Form White Form First Time Buyers Repeated Home
Buyers

20052007 7% 8%
20072009 7% 7%
20092011 7% 6.50%
20112013 7% 6% 6%
20132015 6% 6% 5% 5%

source: chart by the author
(Subsidised Housing Committee, 2004, 2006, 2008, 2010, 2012, 2014)

5.1.b.9. Mortgag#o-Income Ratio for Secoadand Buyes

The table below shows the median mortgegacome ratio for seconbdand buyers between
1996 and 2015. The levels for SMS buyers mostly varied from 25% to 30%. The levels for OM
buyers were mostly around 25%. The table also indicates that thsllghdl decreased over the
time, which might be due to increased mortgage payment periods.

Table14 - Median Mortgageo-Income (percentage)

SMS OM
Year Overall Overall
Green Form \ White Form| First Time Buyers\ Repeated HomBuyers

19961997 N.A. 28%
19971998 37% 33%
19981999 31% 30%
19992001 32% 30%
2001-2003 24% 24%
20032005 20% 20%
20052007 29% 22%
20072009 26% 21%
20092011 27% 20%
20112013 28% 22%
20132015 33% | 28% 24% | 25%

source: chart by the author
(Subsidised Housing Comnet, 2004, 2006, 2008, 2010, 2012, 2014, 2016)

5.1.b.10.Summary

1 There were approximately 100,000 transactions between 2001 and 2015, which constitute
more than 20% of the total SSFs.
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1 The average age of SMS buyers was higher than OM buyers. In the SM, white form holders
were younger than green form holderstHe OM, first time buyers were younger than
repeated home buyers. Both white form holders andtiirs buyers were younger than
the average SSF tenants.

1 The average household size of SMS buyers was higher than OM buyers. In the SMS, the
household size ofvhite form holders was less than green form holders. In the OM,
household size of firdime buyers was less than repeated home buyers. The household
sizes of the white form holders and fitshe buyers were less than SSFs.

Most SMS buyers were from PRMost OM buyers were from private housing.
Median income of the OM buyers was higher than SMS buyers. The incomes of the OM
and SM buyers were higher than SSF households.

1 The overwhelming majority of OM and SMS buyers used mortgage loan as a method of
payment.

1 The average mortgage period expanded over time. It was 20 years for SMS buyers and 25
years for OM buyers. The longer period is most likely related to increasing housing prices.

1 Buyers spent between 5% and 7% of the total flat price for renovationttweears.
Decreasing percentage is most likely related to increasing housing prices.

1 The mortgagdo-income ratio levels for SMS buyers mostly varied from 25% to 30%. The
levels for OM buyers were mostly around 25%. Even though the prices for SM&réats
lower, the mortgagéo-income ratio is higher. It indicates that the household income for
OM buyers is higher.

5.1.c. Major Housing Estates

In this subsection, statistics on the major housing estates of the SSFs are displayed. As discussed
in Chapted, the major housing statistics include private or public residential building(s) built by

the same developer in an area with at least 3,000 tenants or 1,000 domestic households. Therefore,
statistics on the major housing estates of the SSFs includehgofrivate section and public
section, meaning both the original tenants and seband buyers via the SMS and OM are

examined.
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There are approximately 240 SSFs, including HOS, PSPS, TPS, and MIHS. The statistics are
available for 154 major housing eststA majority of them are HOS, followed by PSPS, TPS, and
MIHS. One problem here is that it is not clear which TPSs are fully privatised. Therefore, all the
TPSs are included and there are still some TPSs with PRH tenants. Consequently, the results may

beslightly negatively affected. Yet, the number of TPSs is very limited comparing to others.

As discussed in Chapter 4, the major housing statistics are available for 2011 and 2016, and cover
the median age, average household size, median household iacdmagdian monthly domestic

household mortgage payment and loan repayment. The change for SSFs and Hong Kong, drawn
from the household type statistics in Chapter 4, serve as the threshold for change. Depending on

the statistics, anything ord than the chnge for the SSF or Hong Kong is considered significant

or very significant.
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5.1.c.1. Median Age

The median age for the SSFs and Hong Kong increased by 3 and 1.7 years, respectively. Therefore,
if the median age increase is equal to or less than 3 years and more than 1.7 years between 2011
and 2016, the result is considered significant. If the meatj@arincrease is equal to or less than 1.7
years between 2011 and 2016, the result is considered very significant. A total of 62 out of 152
major housing estates are either significant or very significant. For 29 of those, the median age
increased less thahyears and more than 1.7 years. For 33, the median age increased less than 1.7

years.

As shown in Map 1, the major housing estates with thamessased median age (very/significant)
are concentrated in and around the old settlements, constitutiogatiens around the city centre.
They are namely: Eastern District from Hong Kong Island; Kwun Tong District and Wong Tai Sin
District from Kowloon; and Kwai Tsing District from the New Territories. Sha Tin District and

Tuen Mun District from the New Teatories can also be considered to some extent.

Map 2 - Median Age of Major Housing Estates
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5.1.c.2. Average Household Size

The average household size in the major housingessfiat SSFs and Hong Kong decreased by

0.2 and 0.1 person, respectively. The thresholds for the significant and very significant for the
median age are thus 0.1 and 0.2. If the difference for the average household size between 2016 and
2011 is equal to, amore than 0.1 and less than 0.2, the result is significant. If the difference is
equal to or more than 0.2, the result is very significant. A total of 124 out of 154 major housing
estates are either equal to or more than 0.1. Hixee of those are egh equal to or more than

0.2. Twentyeight of those are more than 0.2.

The map below indicates that although the results are mixed, the average household size decreased
by more than 0.2 persons in the Southern District in Hong Kong Island as well as Distiict,
Tuen Mun District, and the North District in the New Territories. The results display that the

increase of the average age is less for the New Territories than for the city centre.

Map 3- Average Household Size of Majdousing Estates
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5.1.c.3.ReaMedian Household Income

Median household incomes for the major housing estates are accorded to real median house
income. The real median household income increased by 0.77% and 4.10% for SSFs and Hong
Kong, respectively, between 2011 and 2016. If theem®e between 2011 and 2016 is equal to or
more than 0.77% and less than 4.10%, the result is significant. If the increase is equal to or more
than 4.10%, the result is very significant. A total of 91 out of 154 are significant. Sesrermaty

those are versignificant. In other words, the income of 76 out of 154 increased at, or more than
4.10% between 2011 and 2016.

As the Map below exhibits, the real median household income increase is concentrated in: Eastern
District in Hong Kong Island; Wong Tai Sini€drict from Kowloon; and Tuen Mun and Yuen

Long from the New Territories. For the rest of the Hong Kong, the results are mixed. For instance,

the increase is visible in certain parts of some districts, such as the island part of Kwai Tsing, the

centre ofSai Kung District, the north of Tuen Mun District from the New Territories.

Map 4 - Real Median Household Income of Major Housing Estates

Map: by the author using ArcGIS
Data:(Census and Statistics Department, 2012, 20¢THYA -GIS,")































































































































































