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1 Background 

i) The BPF Health Care Committee was established in April 2005 (please refer to 

Appendix 1 for the membership list).  Our main aims are to highlight the urgency of 

health care reform as a key policy issue for Hong Kong, to broaden the level of public 

debate and to make a constructive contribution to the reform process based on an ethos 

of self reliance in health care financing.  

ii) The HMDAC consultation paper, Building a Healthy Tomorrow, published by the Health, 

Welfare and Food Bureau in July 2005 has been a key driver in expanding public debate 

on developing the health care system in Hong Kong.  It proposed an integration of 

public and private roles in providing health care and has received wide community 

acceptance. 

iii) BPF supports most of the key recommendations, whilst emphasising the need for a 

greater sense of urgency, early actions in a number of specific areas, and the vital need 

for a new structure to drive, sustain and coordinate the management of change.  

Specifically we continue to urge the establishment of a Health Commission involving 

stakeholders in both the public and private sectors. 

iv) During the past six months, BPF has conducted an extensive dialogue with 

stakeholders in the medical profession, district councils, political parties, associations 

and business groups, both directly and through the media.  We have also studied other 

health systems particularly those in the relatively few countries and territories whose 

systems like Hong Kong involve a substantial public private partnership in health care 

delivery.  These include the Netherlands, Switzerland, Australia and Massachusetts, 

USA.   

2 Current Situation 

i) Whilst the further delay in addressing the financing issues is unfortunate, it does provide 

the opportunity to review the principles which should govern reform and to address 

structural and operational aspects of the reform. 
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ii) Reform is not just a matter of financing.  It equally encompasses the management and 

structure of a coordinated delivery of health care encompassing both public and private 

sectors.  Financing should be seen as a means to encourage development of an 

improved public / private interface, to promote efficiency and to encourage personal 

responsibility for the cost of healthy living.  

iii) Later in this paper BPF proposes a package of measures to address immediate 

priorities which we believe will contribute to maintaining the momentum of reform. 

3 Taking Stock 

i) The aim of this paper is to take stock of the situation, to propose some requirements for 

the reform process, as well as principles governing reform and to make 

recommendations on possible first steps.  

ii) We propose five fundamentals upon which current reform should be based: 

- A community objective for health care  

- A clearly defined system of management  

- An evolutionary, incremental approach towards a long term goal 

- An appropriate system of financing  

- A package of measures to address immediate priorities 

 Addressing these in turn: 

4 A community objective for health care 

i) We believe that the underlying objectives for Hong Kong’s health care system going 

forward should be: 

- equal access to public health care regardless of wealth and income 

- high quality of health care 

- financial viability 
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ii) Hong Kong has an excellent public system which needs to be preserved in essence, 

whilst introducing appropriate measures to make it more sustainable and to improve the 

balance between the public and private sectors.  The urgency lies in commencing 

initiatives now so that future crises are avoided. 

iii) Adequate health care is a community responsibility and in Hong Kong, regardless of the 

priorities for that part which is publicly funded, it must continue to be available for access 

by everyone in the community.  The current issue is not one of limiting access but 

ensuring payment according to affordability. 

iv) Whilst therefore it is appropriate to target Government resources given to the public 

health care system for the really needy, this does not mean that use of the public system 

by those who can afford to pay is an abuse of the system.  The problem lies with the 

current system not those who use it. 

v) The current system is that Government funds the vast majority of publicly managed, 

sickness-oriented health care but virtually none that is provided by the private sector. 

vi) In changing this approach, there should be a clear distinction between the provision of 

services, by either public or private sector, and the funding of services, whereby 

services provided by either sector could be wholly or in part supported by public funds.  

vii) The ultimate aim should be to replace the current system by one which offers a choice 

between service providers in either the public or private sector, and payment in either 

sector by those who can afford to contribute to the cost of their own health care.  Some 

Government hospitals could be become hospital trusts, with Government purchasing 

services from public or private hospitals through gatekeeping family doctors. 

viii) This freedom of choice – i.e. where, from whom and how to receive health care – will 

create an environment of level competition between publicly and privately provided 

services.  

ix) The overall health care objective should emphasise holistic health care rather than only 

sickness care.  It also should give priority to prevention and primary care.  
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x) This should be achieved by encouraging or mandating that patients seek primary care 

principally in the private sector before accessing more specialised services at the 

hospital level whether publicly or privately funded.  This is the gatekeeper concept.  

5 A clearly defined system of management 

i) The current system is characterised by strong management of public hospitals closely 

monitored and regulated by Government with minimum coordinated control or 

supervision of the private sector. 

ii) A consequence of this is that Hong Kong has developed over the past fifteen years a 

high quality public hospital service, providing consistent, universal and patient oriented 

care.  Conversely the private sector, while being ostensibly self-regulating, is thought 

to be lacking consistency, expensive and not coordinated.  

iii) The wide remit of the Health, Welfare and Food Bureau, the limited resources of the 

Department of Health and the lack of continuity in health care manpower within 

Government have resulted in growing pressure on the Hospital Authority to lead, initiate 

and be responsible for incentives to engage the private sector and to take a more 

holistic rather than hospital based approach to health care.  This is notwithstanding 

that the Hospital Authority is widely seen as a competitor to rather than a partner for the 

private sector. 

iv) BPF strongly believes that this mixture of roles and distribution of resources is 

unsustainable and is a major barrier to reform. 

v) We remain convinced that strong management, regulation and coordination are a 

prerequisite to any substantial reform to the health care system including a new 

financing model. 

vi) We have previously recommended and reiterated that there should be a clear distinction 

between the role of Government in formulating and overseeing the implementation of 

health care policy and the role of regulating and managing an integrated public / private 

health care system 
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vii) Historically, health care grew out of sickness care in hospitals but today the emphasis is 

far more on healthy living and prevention especially when we are facing an ageing 

population.  This predicates the health system being managed by broadly based health 

care professionals rather than by doctors with a medical background. 

viii) BPF favours redefining the role of the Hospital Authority, as its name implies, to 

concentrate on the provision of public hospital services, special service to the 

disadvantaged in society and medical training.  But it can and should continue to 

contribute substantially, together with all other existing health care related bodies, to the 

development and implementation of a wider health care system. 

ix) BPF believes that there is an overwhelming need for a central body which includes all 

key stakeholders, both public and private, to have overall responsibility for control of 

cost and quality and for priority setting for the health system.  We see this being 

chaired by the Secretary for Health (we recommend the existing Health, Welfare and 

Food Bureau be separated into different bureaux and departments) and comprising full 

time professional health care management.  Some existing resources could be 

redeployed from the Department of Health and Hospital Authority and in time the role of 

the former in its current form could be abolished. 

x) We have identified this new body as the Health Commission.  

xi) Health care is an extremely complex industry with strongly competing and conflicting 

interests.  Issues of fraud, promotion of self interest, overselling of services and cost 

inflation cannot be addressed without strong, sustained management.  The complexity 

of health care relationships and the likely role of a Health Commission is illustrated by 

the chart in Appendix 2. 

xii) BPF sees a valid parallel within other sectors of our economy where credibility and 

stature are heavily dependent on objective, specialised regulation. 

6 An evolutionary incremental approach towards a long term goal 

i) Before embarking on measures to ease the burden of public financing of the present 

system, and to change the balance between publicly and privately managed health care 
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services, it is important to have a clear understanding and consensus as to what is the 

ultimate goal.  

ii) In Hong Kong’s search for solutions and in looking at the development of other 

countries’ response to the challenges of funding community expectations and escalating 

health care costs, one factor stands out.  All health care systems have developed over 

many years and are too complex for solutions to be adopted other than through an 

evolutionary process.  As has already been stressed earlier in this paper, the 

immediate priority is to preserve one of the best publicly provided systems in the world, 

while introducing measures to achieve a more balanced system which is sustainable in 

the long term. 

iii) We see the ultimate goal as being the creation of a community wide integrated system 

of health care delivered by both publicly and privately managed providers and financed 

by a mixture of public funds and personal payment for services received.  The current 

system of direct funding by Government of publicly provided services will be replaced to 

a significant degree by financing through the purchase of services from providers 

whether by public or private and freedom of choice as to provider. 

 The system should incorporate some form of insurance, either publicly managed (i.e. 

social insurance) or through community-wide mandatory private insurance to ensure 

risk pooling.  It should promote individual responsibility and co-payment by patients in 

accordance with their means.   

iv) All the above involves extensive changes to the current structure which can only be 

achieved over many years. 

v) We envisage at least a 10-year transition plan for Hong Kong which could be 

implemented along the following lines: 

6.1 Current Situation 

 Patients have choice between very low cost access to reliable but not luxury public 

health and wide range of more expensive private facilities.  95% choose the former for 

hospital based treatment.  
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6.2 Phase One – Years 1-5 

i)    Patients in employment  to contribute through mandatory insurance to publicly funded 

care according to affordability.  

ii) Review and increase fees and charges of public service to match the mandatory 

insurance scheme. 

iii) Develop gatekeeper concept, rerouting part of funds generated by increased fees to 

seed gatekeeper development.   

iv) Consider options for a retirement medical savings scheme.   

v) Design and begin to implement a new structure for management of an integrated health 

care system (Health Commission). 

vi) Review safety net subsidy methods.  

vii) Privatise some public hospitals and/or expand private services in the HA, establish 

hospital trusts. 

viii) Public / private mix of services increasingly demand driven. 

6.3 Phase Two – Years 6-10 

i) Expand mandatory insurance to whole community.  Subsidies where premium cost 

exceeds certain percentage of earnings. 

ii) Reduce share of public funding of health care. 

iii) Move towards parity in public / private fees subject to service standards. 

iv)  Introduce open competition between publicly and privately provided services.  
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6.4 Ultimate Goal 

 Public financing of health care to reduce from 50% plus to, say, below 40%.  

Mandatory insurance based funding to reach 30%.  Balance from direct payment and 

private top up insurance.  

7 An appropriate system of financing 

i) As of 2001/02, health care expenditure represents 5.4% of GDP in Hong Kong of which 

3.1% is Government expenditure.  This is modest by world standards and all 

projections are that the percentage will rise significantly over the next twenty years.  To 

what extent this is attributable to increased community expectations, to an ageing 

population and to costs of new technology is beyond the scope of this paper to analyse.  

The conclusion however is clear.  New private financing measures, which can only be 

incremental, will not alone enable Government to contain its share at its current level. 

ii) It is generally accepted that no single measure can solve the financing problem.  Whilst 

the ultimate goal may be to reduce the percentage share of total health care spending 

financed by Government taxation, expressed as the share of Government revenues it 

will almost certainly need to rise.  Allocating a share of GST or similar to health 

financing could and indeed must address this. 

iii) However the principal aim in conceiving new financing measures is for all individuals to 

contribute directly to their health care costs according to affordability.  For this to be 

achievable there must be some risk pooling mechanism. 

iv) In a previous submission to Government, BPF suggested that a central catastrophe 

insurance scheme may be appropriate.  We have since concluded that such a scheme 

may ultimately be an appropriate vehicle to address the growing problem of chronic 

illness, particularly in our ageing population.  This is an issue for consideration in the 

longer term.  However we no longer favour a catastrophe scheme for acute conditions, 

given the difficulty of defining appropriate parameters and health conditions to be 

included in such a scheme. 
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v) Without a central catastrophe scheme for more expensive treatment the importance of 

risk pooling becomes paramount.  Essentially there are two options for this: 

- social insurance 

- private insurance 

vi) Social insurance is the preferred system in many countries and was in essence the 

approach proposed by the Harvard Team in 1999.  It is an option which should be 

considered in any overall funding review but we have serious reservations whether it is 

compatible with Hong Kong’s fundamental philosophy of small Government and low 

taxation.  By its very definition it is Government administered, essentially a form of 

taxation and is exposed to strong political pressure for welfarist policies. 

vii) BPF preference, therefore, currently lies with examining how private insurance can 

make a substantial contribution to financing and to promoting individual responsibility to 

contribute to one’s health care costs. 

viii) Particularly as compared to those societies whose health financing is largely insurance 

based, the specialised health insurance industry in Hong Kong is relatively undeveloped.  

BPF will therefore propose later in this paper an incremental approach to introducing 

mandatory private insurance commencing with a relatively simple scheme targetted to 

address the immediate priorities for Hong Kong including to ease the burden on the 

public purse and to promote self reliance for the cost of health care.   

ix) It is a widely held concern that private insurance based systems fail to contain costs and 

can fuel cost escalation.  Strong regulation of benefit, premiums and health care 

purchasing by insurers are essential to contain this. 

x) Another financing approach which has been extensively promoted is that of long term 

personal saving accounts, aimed at making provision during one’s working life for the 

relatively higher health care costs post retirement in one’s old age.  BPF fully supports 

this approach in principle but emphasises that this is an issue which both rationally and 

practically should be addressed after rather than at the same time that the principle that 

individuals should contribute more to the costs of their current health care is introduced. 
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xi) Before going into detail on the structure of any financing option, there is a number of 

other important principles which must be considered.  In the paragraphs which follow 

we list some of these and our view on thereon. 

(a) Should every member of the community contribute to the cost of his or her health care 

to the extent that they can afford to do so?  

 We believe it is a fundamental principle, but it is necessary to define affordability 

within the Hong Kong context.  Some countries for example use 10% of earnings 

as the criteria. 

(b) Should the same be applied to the elderly so that they have prime responsibility to 

finance their own health care? 

 We believe they should, but the concept of a safety net could be applied more 

liberally to the elderly, perhaps over a certain age. 

(c) Should the financing system be employment based? 

 This has been the case in the United States for many years and is at the heart of 

their current problems.  None of the other models referred to earlier in this paper 

is employment based. 

     We do not believe that in the long run an employment based             

financing system is right for Hong Kong. 

(d) Should employers have statutory responsibility to provide or finance health care for 

employees? 

 This is highly debatable but BPF considers that mandating employers pay all or a 

substantial proportion of employers’ health costs mitigates against the principle of 

personal responsibility for health care and merely replaces general taxation by 

employer taxation.  Of other systems we have examined, those which seem most 

appropriate models for Hong Kong emphasise individual rather than employer 

responsibility for financing.  Conversely systems where employer funding has 

become the norm have led to serious gaps as employment patterns have changed 

from life time employment to a more fluid employment market.  Other relevant 
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factors that must be considered in the Hong Kong context are that most Hong 

Kong companies are SMEs, the general trend away from providing fringe benefits 

towards total employment packages, and the expected shrinkage of the 

employment base for demographic reasons.   

 Mandatory employer responsibility for funding Health Care is very different from 

encouraging this as good employment policy.  The BPF preference is therefore to 

encourage employer partial contribution rather than mandate it.  We do however 

support requiring employers to administer mandatory schemes.  

(e) Should specific health care contributions be linked to the level of earnings rather than 

to the cost of care? 

 We think not.  Linking contributions to earnings implies redistributing excess 

contributions by high earners to subsidise the less affluent in society.  This is the 

role of general taxation or GST. 

(f) Should people be required to save during their working lives towards their post 

retirement health care costs? 

 We believe yes ultimately.  However, these savings should be used only to 

provide for the health care costs of contributors and for their dependents or to 

purchase risk pooling insurance at a standard fee. 

(g) How can general affordability be achieved by risk sharing, in particular to spread the 

burden of major surgery and high cost chronic conditions?  Is insurance the best 

solution?  

 We have already indicated that some form of insurance is essential.  It can take 

several forms as already suggested earlier in the paper.   

xii) The answers to these questions will largely dictate the method and structuring of the 

financing model that Hong Kong develops over time.   
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8 A package of measures to address immediate priorities 

i) We have already stressed the need to implement reform incrementally over a period of 

several years.  In this section BPF examines the immediate priorities, and proposes 

some measures to address them.  

ii) There are, we believe, four overriding immediate priorities, two to address the 

enhancement of primary care and two on financing.   These are:  

- to develop community wide common patient records 

- to develop the concept of family doctors 

- to ease the financing burden on publicly provided health care  

- to promote self-reliance in health care financing 

To develop community wide common patient records 

iii) Hong Kong has reason to be very proud that it is a world leader in developing a 

sophisticated and effective electronic patient record system.  Common patient records 

are a standard feature of many integrated health systems but typically these have been 

paper based, are unwieldy and not easily communicated.  The move to electronic 

records is generally regarded as a vital step in providing an accurate individual health 

record, avoiding duplication of treatment, controlling costs, enhancing consistency of 

care, improving communication between primary and secondary carers, monitoring 

progress, informing patients and increasing the potential to save lives.  In particular it is 

acknowledged as a major reform element in both the U.S. and the UK.  The electronic 

system in Hong Kong is fully operational in the public hospitals and the challenge now is 

to accelerate the development of a community wide implementation programme linking 

the private and public sectors and primary / secondary care.  

iv) BPF proposes the establishment of a broad based, multi-discipline task force and the 

allocation of adequate specific funds to the project.  The commercial potential to 

marketing the system to our neighbours should also be examined.  

12 



 

To develop the concept of family doctors 

v) BPF welcomes the proposal to establish a primary care working group to consider the 

introduction of a family doctor system in Hong Kong.  BPF have in recent months given 

considerable thought to how this could be achieved given the limited number of General 

Practitioners (GP) currently equipped to fill this role, the predominance of specialisation, 

and the tendency of Hong Kong people to doctor shop. 

vi) We strongly believe that the transition to a system of family doctors can only be made 

over time and that to succeed incentives must be built into the system, both for patients 

to use family doctors and for the doctors to participate, as well as controls to ensure 

compliance with standards and to give confidence to the community of consistent care 

and referral to appropriate specialists. 

vii) We therefore favour a system of registration and accreditation with an element of public 

funding support to registered practitioners to incentivise their participation, including the 

adoption of the common patient record. 

viii) Appendix 3 to this paper comprises an outline BPF proposes for a registration system 

which we commend to the Government task force for consideration. 

To ease the financing burden on publicly provided health care & 

To promote self-reliance in health care financing 

ix) Easing the financing burden on publicly provided health care and promoting self 

reliance in health care financing go hand in hand. 

x) Fortunately the improvement in Hong Kong’s economic position together with the 

demographic situation whereby the major impact of our projected ageing society does 

not occur over the next few years gives us a window of opportunity to phase in changes 

in attitude and the scale of new funding approaches. 

xi) This window of opportunity is however limited and the sooner we can start on the 

measures, the less painful will be the burden of transition. 
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xii) The current average per capita annual cost of health care in Hong Kong today is in the 

region of $10,000.  An individual, faced with a mixture of paying for one’s own health 

care from income during one’s working life, saving for health care costs after retirement, 

and providing for non-employed dependants, could expect to have to pay several times 

that amount in the absence of public subsidy.  Clearly this is not an acceptable 

community wide option in the short term, either practically or politically. 

xiii) BPF therefore proposes that the first step in achieving the two objectives of easing the 

public financing burden and promoting self reliance should be to implement a system of 

mandatory insurance at an affordable level of premium, the benefits for which would 

equate to an increased level of fees for publicly provided health service but not full cost 

recovery. 

xiv) This proposal is outlined in more detail in Appendix 4 to this paper.  It presupposes a 

decision to base long term financing on private insurance and suggests that as a 

starting point the mandatory insurance should be linked to employment. 

xv) Taking this limited objective initial approach has several advantages 

(a) It gives more time for the insurance industry to gear up for more complex 

community wide insurance based financing and for a regulatory structure and 

purchasing mechanisms to be established, especially to address cost control in the 

private sector. 

(b) It provides a breathing space in which the public hospitals can develop         

more sophisticated costing systems needed for full cost recovery. 

(c) It allows the Government and the insurance industry to put in place a smoothing 

mechanism to counteract concentration of high risk individuals insured with one 

underwriting company. 

(d) Since the scheme is aimed at partial cost recovery, the initial premium can be set 

at a more affordable level. 

(e) It meets the objectives of those who demand that increases in public hospital fees 

must be linked to financing initiatives. 
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(f) It is relatively easy to implement. 

xvi) There are many other initiatives proposed in the HMDAC paper of July 2005 on which 

work can continue pending further study of financing issues.  We wish to highlight 

those which we consider to be particularly important.  These are: 

- enhancement of statistics 

- facilities for old people 

Enhancement of statistics 

xvii) We have submitted to Government before and reiterate that full, timely and adequate 

statistics are essential for proper planning and management of the health system.  We 

acknowledge the work currently in hand to bring the existing OECD statistics up to date.  

However, we are concerned that inadequate resources are devoted to this vital task and 

that there remain important areas in which publicly available information is inadequate.  

In particular we would point to the limited information on the trends in long term care 

treatment and costs and the breakdown of expenditure and needs on the capital 

account. 

Facilities for old people 

xix) Hong Kong has lagged behind in providing adequate facilities for the elderly, wealthy or 

not, particularly those chronically ill and handicapped.  This is an issue both of 

improving life style and dignity and providing less costly alternatives to prolonged 

hospitalisation.  There are many proposals in the HMDAC paper which should be 

pursued with vigour. 

 

****** 
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