
                             Appendix 4 

Implementing Private Insurance Based Health Care financing – The First Stage 

1. This outline BPF proposal is based on the following premises: 

 - Health care reform on financing should be incremental.  

 - The first priority in reform should be to ease the burden on the public purse and to 

promote self reliance for health care costs. 

 - The health care insurance industry in Hong Kong is relatively underdeveloped as 

compared to that in countries where private insurance underpins health care 

financing.  

 - An early priority is to introduce a funding mechanism which supports increase in 

fees for publicly funded services. 

 - Any community wide scheme targetting the private sector will be dependent on 

controlling and structuring costs for which no effective mechanism currently exists.  

 - An inclusive risk pooling mechanism is essential for any mandatory financing 

scheme.  

 - Whilst BPF has reservations about the employment based approach to funding it 

must be acknowledged that practical implementation considerations favour this 

route, solely as a starting point. 

 BPF accordingly suggests an approach on the following lines. 

2. Health care and the employed 

i) Public hospital services must be available to all. 

ii) Anyone in employment must have basic insurance for which the benefits are linked 

directly to the full published rates for publicly provided hospital services as well as 

primary care by registered gatekeepers for themselves and their dependent spouses.  

iii) There should be an element of personal co-payment, say 20% or a minimum annual 

deductible.  

iv) Such cover would be provided by authorised insurers whose mandatory contracts and 

rates are Government approved.  Subject to such approval, insurers would be free to 
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set their own rates which must be standard for all insured persons.  Individual risk 

rating or selection would not be permitted. 

v) Intermediary commissions, if any, must be kept to a minimum. 

vi) Employed persons must pay full public hospitals published fees if using public hospitals.  

The insured benefits can be applied however to all treatment whether privately or 

publicly provided.  

vii) Top up insurance to provide free private care is voluntary.  The scheme provides a 

good basis for promoting this.  

viii) All health care insurance to be tax deductible up to a certain amount, say $10,000 per 

annum. 

ix) This mandatory insurance should be an individual responsibility and employers are not 

normally required to contribute.  There could be an exception to this to favour lower 

paid employees requiring the employer to contribute to the premium any amount 

exceeding say 10% of earnings. 

x) Employers may however pay the full amount or a higher portion of insurance premiums 

on a voluntary basis.  This should be tax deductible up to 15% of pay. 

xi) SMEs under 20 employees to be granted 50% rebate on any contribution to health care 

costs (in addition to full tax rebate as at present). 

xii) The validity of this approach is dependent on the affordability of the premium, which in 

turn is governed by two major considerations, namely the level of public fees which 

dictate the insured benefits and the risk exposure of employed persons (principally in 

the age bracket 18-65) and their dependent spouses as a total group.  Assessing these 

will necessitate the Insurance Industry and the Hospital Authority working together to 

develop a model.  However, given that public hospitals rates, particularly for inpatient 

treatment, are not a full cost recovery basis and do not provide for full private style 

services, we would expect the premium to be in the range of HK$2,500 – HK$4,000 per 

annum.  On this basis, it is our estimation that the additional annual premium pool of 

the mandatory system from those not already insured would exceed $5 billion.  This 

represents a substantial base upon which compulsory insurance of the whole 

community could be built in future phases of health reform.  
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3. Those not in employment 

 These fall into three main groups: 

i) Students and children under 18 

 Many systems (e.g. Netherlands) provide free public health to this category.  We 

propose that initially enhanced public fees should not be applied to young people. 

ii) CSSA, disabled and similar categories 

 Existing wavers to remain. 

iii) Retirees 

 The basic insurance package should be voluntary.  Those over 65 can apply for a fee 

exemption or rebate – criteria to be earnings related.  This would require the safety net 

for the elderly be expanded.  The proposed employment based scheme does not 

preclude moving towards a separate retirement medical savings scheme.  BPF 

considers that this is the only area in which an MPF based approach to funding might be 

appropriate. 

4. Conclusion 

i) Our proposal provides a basis for setting public health care charges. There would be a 

direct relationship between public health charges and mandatory insurance – the higher 

the fees, the higher the basic insurance cost. Likewise the higher the public fees the 

less is the fee differential between public and private health care.  Thus low public fees 

and low insurance costs would encourage employees to use public facilities and vice 

versa. 

ii) At the macro level one objective would be to set the fees for public health access, and 

hence basic insurance, at a level where their contribution to public health care costs, 

would enable Government to cap the overall percentage share of Government 

expenditure allocated to health care. 
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