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Interim BPF Position Paper on Health Care Reform 

 

I Background 

Various proposals have been floated over the past ten years to address health care funding 
and delivery issues.  Little headway has been made and only recently has there been 
significant public awareness that the current system is unsustainable.   

Long concerned that the future of our health care system is threatened, the BPF resolved in 
late 2004 to set up a committee to examine the issue and promote early essential reform.   

 

II BPF Objectives 

A quality, affordable and sustainable health care system is a basic necessity of any developed 
society.   

BPF detailed objectives at appendix I are to urge Government to give top priority to health 
care reform and to promote community wide support for this.   

 

III The Current Situation 

The public hospitals which provide 98% of hospital care and their associated Accident and 
Emergency and Special Clinics have improved greatly over the past ten years or so.  They 
are world class in terms of skills reliability and professional ethics and technological advances.  
These improvements have not been matched by any substantial increase in fees.   

The private sector which accounts for just under 50% of the community spend on health care 
and the bulk of primary care and traditional Chinese medicine is less consistent.  It lacks 
coordination and integration into the overall health care system.  The concept of General 
Practitioners as gatekeepers to access to specialist care, common to most OECD systems, is 
not well developed.   

 

IV The Issues 

The reliability and almost free facilities of public hospitals have drawn people increasingly to 
these facilities, overloading them and straining finances.  Healthy development of the private 
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sector has been throttled.   

Whilst the emphasis in recent years has been on enhanced efficiency, this has been 
accompanied by a widening of Hospital Authority responsibilities particularly in areas of 
ambulatory and primary care.  By default, the Hospital Authority has become the executive 
arm of Government in implementing new health care initiatives.   

Financially the Hospital Authority is on the verge of bankruptcy.  Continuous cost cutting and 
productivity measures over the past four years have involved voluntary retirement, salary 
reductions and wage freezes.  Without reducing services there is little scope for further 
economies and with 85% of the Hospital Authority budget in wages and salaries job security is 
a growing issue.  Senior staff are leaving and morale is dangerously low.   

Additional funding for the Hospital Authority would compound the predicament by accelerating 
the shift from paid private care to free public care.  Nor is this financially sustainable.  
Government allocation to health from general expenditure has been flat for a number of years 
and the strategy to achieve a balanced budget necessitates freezing this at the current level 
until 2010.   

Overhanging these problems is that of an aging society.  Today those over 65 account for 
over 46% of hospital bed occupancy although they represent only 12% of the population.  
Within 15 years they are expected to represent over 60% of bed occupancy.  In today’s 
money terms this represents an incremental annual cost of $3.5 billion for hospital occupancy 
alone.   

Hong Kong’s low tax environment is incapable of funding a universal nearly free health 
system.  

There is a widespread community lack of recognition of either the scale or the nature of these 
issues.  There is however a growing concern that the low level of fees for public services is 
encouraging abuse.   

 

V The Scale of the Funding Crisis 

BPF is undertaking to quantify the scale of the projected financial impact of the above issues.  
Whilst our statistical research is not yet complete, our interim ballpark estimate is that in the 
absence of new funding initiatives Hong Kong could be facing an annual funding gap of some 
$21 billion by 2010.  Appendix 2 gives the basis of arriving at this figure. 
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VI Reform Measures 

BPF strongly support the current emphasis of the Secretary for Health, Welfare and Food, 
supported by HMDAC to review the role of the Hospital Authority and the delivery of all levels 
of health services at district level. 

Whilst not wishing in any way to preempt proposals due to be published for public consultation, 
we have identified some key elements which we believe reform should encompass. 

These are: 

1. A redefinition of Government policy on health care, emphasising the financial 
responsibility of those who can afford to pay. 

2. Early steps to increase fees.  Whilst this will not go far towards meeting the current 
funding cap, it will send an important message that the public must be prepared to 
pay more for health care. 

3. Limit and redefine the role of the Hospital Authority.  Maintaining the high 
standards and skills of the Hospital Authority is vital to a quality health care system 
going forward.  However, the BPF does not believe that health care reform should 
be driven by the Hospital Authority or that it should continue to be the executive arm 
of Government in future.  This also points to a separation of the Hospital 
Authority’s current roles as both a provider and purchaser of health care services 
which will be conducive to development of a more balanced health care system and 
better public-private partnership. 

 BPF supports the Government policy that the HA should be repositioned to focus on 
emergency and catastrophic illnesses, serving those of limited means and training 
of professionals. 

4. Transfer primary care and other services to the private sector.  We envisage that 
by 2010 over 50% of health care spend will need to be in the private sector.  Some 
hospitals or hospital facilities currently in the public sector may be better spun off. 

5. Encourage private and not for profit investment in health care.  In the past, a 
significant portion of health care was provided by philanthropists / religious groups 
as a community service.  This sector could make an important contribution going 
forward, particularly in providing long-term care and residential facilities for the 
aged. 

6. Reroute subsidies.  The principle of money following the patient should as far as 
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possible be introduced in allocating subsidies and in devising new funding methods.  
For example, CSSA patients attending public clinics can claim waiver.  A voucher 
system would be one way to encourage the use of General Practitioner service. 

7. Emphasise preventative and non-hospital care.  Hong Kong should follow the 
international trend of redirecting resources to primary health care, prevention and 
non-intrusive surgery which does not require expensive hospitalisation.  Chinese 
medicine’s value in prevention and treatment of diseases such as flu with notably 
fewer side effects is widely accepted.  Incorporation of Chinese medicinal services 
into a primary care network could be considered. 

8. Develop the concept of family care and the General Practitioner as family doctors 
and one of the gatekeepers to specialist treatment. 

9. Develop and mandate a system of common / shared patient medical records.  We 
believe this is an integral building block of a total health care system and essential 
to improving the public / private interface.  Smart ID card is a natural platform for 
this. 

10. Address structure and management of reform.  The Health, Welfare and Food 
Bureau led by the minister with the assistance of an advisory body should continue 
to formulate reform and policy on health.  However, successful reconstitution of the 
health care system will necessitate firm management particularly in the private 
sector to coordinate and impart direction to competing interests.  It remains the 
view of the BPF that the HA after a redefinition of its role should focus on the 
provision of services and desist from being the executive arm of Government on 
health.  This means a new coordinating and policing body involving all sectors in 
the health care industry is required.  It should be injected with the necessary 
specialist skills to take responsibility.  Striking a proper balance between excessive 
bureaucratic overlay will require a clear definition of its responsibilities and powers. 

 

VII Funding 

A clear understanding of the proposed health policy and of the structure and delivery of 
service is a prerequisite of any detailed funding proposals. 

Most OECD health care systems fall into one of the two camps, either social security systems 
or tax / insurance based system.  We do not believe the former route is appropriate for Hong 
Kong. 
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Comprehensive health care for those of limited resources, long term care and the aged 
should continue to be a primary focus of Government funding from general revenue. 

The new funding methods should focus on spreading the risk for the middle income group and 
on community wide catastrophe protection by spreading the burden of more expensive 
treatment, for example cancer or stroke.  This could be achieved by a special tax, by 
insurance, or by a mixture of these. 

- To be effective a basic catastrophe insurance scheme should be available to all, 
with standard approved terms and no individual risk selection.  To ensure 
maximum take up, it should either be mandatory or be incentivised by subsidy, tax 
concession, or penalty for non-take up as, for example, applies in Australia. 

- Whilst we acknowledge that saving for retirement health expenditure is desirable 
and would reduce the burden on future generations, it does nothing to address the 
current funding crisis which is the priority for present funding proposals. 

Purely as an illustration of possible sources of additional funding: 

- A 2% health care levy on MPF would raise $4 billion, rising to, say, $5 billion in 2010 

- An increase of HA fee income recovery to 15% represents $3 billion 

- Each GST allocation of 1% would represent $6 billion (without exemptions) 

- A 10% surcharge on rates based on 2004-05 figures would raise $1.3b billion 

- An annual insurance premium of $2,850 per capita paid by 50%of the population 
not eligible for wavier under the current system would raise $10 billion 

 

VIII Health care as a revenue source 

Hong Kong has the fundamentals of a world class health care industry.    Whilst the priority 
must be to get our own house in order, BPF believes it is important to recognise that the 
opportunity exists for Hong Kong to market its health care facilities as a major health tourism 
revenue earner. 

 

IX Promotion 

A major hurdle to be overcome is to gain community recognition that there is a crisis and 
acceptance that health care is an individual responsibility for which people must be prepared 



 

 6 

to pay more. 

BPF is committed to promulgating this message and gaining the support of legislators, the 
business community and the public at large for essential reform. 

 

21 June 2005 


