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Outline

e Define UHC

e Current Healthcare Financing Landscape in Hong
Kong and UHC

* The Context and Challenges, gaps in UHC
* Public financing
* Private financing

e Possible solutions



Do We Have Universal
Healthcare Coverage (UHC) In
Hong Kong

“UHC means that all people have access to the
full range of quality health services they need,
when and where they need them, without
financial hardship” WHO



Universal Health Coverage in Hong Kong

« UHC in Hong Kong was an evolving process.

« Government medical services was first introduced in 1843 with
the appointment of a “Colonial Surgeon”, whose patients were
mainly the garrison and their families

e |n 1887, a sanitary board was set up to deliver public health
services

e In 1872, Tung Wah Hospital, the first private charity hospital for
local residents was set up



Early Days: Public Medical Services

* In the 1950-60s government hospitals were set up — Queen
Mary Hospital, the first teaching hospital, Queen Elizabeth
Hospital, the then largest hospital in the British Commonwealth

 The government set its policy on subsidized health care
services in the 1964 White Paper, “Development of Medical
Services in Hong Kong”.

* 1973 McKinsey Report recommended better long-term planning
of public services



Universal Health Coverage in Hong Kong

* “no one Is deprived of medical care because of lack of means”
started to appear in many Hong Kong government documents

o officially expressed in law: Hospital Authority Ordinance 1990,
Section 4(d)



« Massive expansion of public hospital services following the
establishment of the Hospital Authority in 1990

« UHC was practised in a reasonable manner in the 1990s and
2000s.

* While in theory all are entitled to public health services, but
accessibility is limited by capacity and other constraints, and
there are many obvisous gaps

* As a result of population ageing and the profileration of new
drugs and new medical technology, the situation in 2020s has
become very unsatisfactory



Current System: Two Pillars

Public Private
Highly Subsidised idi

Services Services
(80% to 97% subsidy)

Primary care

30% .

OP Visits Mo
Secondary and

90% tertiary care

Hosp Beds

[ Public sector providers 52%
| | Private sector providers 48%

Funding: HK$117,745M Funding: HK$108,566M
Mostly from Taxes Mostly from Out-of-pocket payment and
Private Insurance

Source: Domestic Health Accounts 2022/23, Health Bureau, HKSARG



Health and Long Term Care Financing
Components

e T+SI+UC+ MSA+ Pl+D+LTCI = Total Expenditure
e T =taxes

e S| = social insurance

 UC= user charges (out-of pocket payment)

MSA = medical savings account

Pl = private insurance

D = donations

LTCI = Long Term Care Insurance

Major Sources in Hong Kong



Hong Kong’s Current Health Expenditure 1990-2023

Source: Domestic Health Accounts 2022-23, Health Bureau, HKSARG
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Pressure Points on Hong Kong’s Public Health Care System
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Expensive Self-financing Drugs

 Hong Kong Public hospitals provide all forms of diagnosis and
treatment of all conditions at a highly subsidized rate with the
exception of expensive drugs classified under the category of
“self-financed drugs” .

 Many new cancer drugs are very effective and have fewer side
effects.

 However, they are available only at a steep price — often tens of
thousands of dollars per month for an indefinite period



The Cost of Self-financing Drugs
for Serious Life-threating lllness

* SO subsidy; 32,000 public hospital patients

e Out-of-pocket payment S1.1B per year
Source: Lo CM (2024) Dr Li Shu Fan Oration

e Causing hardship to many cancer and rare disease patients,



Hardship caused by Expensive Self-financing Drugs

e Often cause hardship to many cancer and rare disease patients, especially for
middle-class families:

— “Annual Disposable Financial Resources” exceed the threshold of the criteria set by Samaritan
Fund or Community Care Fund

— Do not have private insurance that adequately covers them
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Hardship for Lower Middle Income Families

* Lower middle income group (montly income of HK$20,000 and
HKS40,000) comprises approximately 908,000 households, totaling
roughly 2.36 million people

e This income bracket often struggles with high private housing costs,
frequently falling above the eligibility threshold for public housing and
other benefits

* They fall outside the “safety net” for many services



Non-urgent Conditions



Waiting time for patients with total joint replacement surgeries
(1 April 2025 — 31 March 2026)

Hong Kong Hong Kong Kowloon Kowloon Kowloon I\I_ew_ I\I_ew_
Cluster Territories Territories
East West Central East West
East West
Median
Waiting 17 30 38 35 50 31 5
Time*
(month)
90th
Percentile
Waiting 37 55 61 46 76 64 63
Time*

(month)



Dental Services

?” HEBHAKXR ®RAMZ e Subsidized dental services are very
:-«—— limited: extraction and pain relief only

e Many elderly and low income residents
have to que up overnight just for
extraction

e Private dental services are very
expensive

— a root canal may cost between HKS30,000
and HKS50,000.

— The extraction of a wisdom tooth can range
from HKSS8,000 to HKS10,000,

— These costs are rarely covered by private
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Long Term Care in Hong Kong



Some Residential Care Homes in Hong Kong

Nt
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Provision of Residential Care Services for the
Elderly (Subsidised Places) (as at 30.6.2020)

Subvented
homes, and
contract homes

Self-financing homes
19739 Oplaces
(26%)

non-subsidised places

5210 places
(7%)

Self-financing Subsidized

Places under

Places
Enhanced Bought
Place Scheme
EBPS)
8 782 places
(11%)
Private
homes
42 360
laces
PSG%)

Note 1: Self-financing homes participating in the Nursing Home Place Purchase

Scheme (NHPPS)



e 40,000+ on the waiting list for subsidized residential homes

e Every year around 5,000 persons on the waiting list passed
away



s it Realistic to Expect More Tax Money to be
Injected to Deal with those Problems?



Not Realistic as Tax Revenue Declines because of
Steady Decline in Labour Force after 2018

Chart 1.2: Projected labour force to 2041
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Hong Kong Government Budget Surpluses/Deficits

Hong Kong Fiscal Balance (HK$ Billion)

29.4

50 4
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Surplus / Deficit (HK$E)

-200 -

550 | -232.5

19-20 20-21 21-22 22-23 23-24 24-25 25-26

Sources: compiled with data from Hong Kong Special Administrative Region (HKSAR) Government's annual budget address



Can Private Insurance Help?



Research on Private Health Insurance in Hong Kong
(2026)

Collaborated with Hong Kong Federation of Insurers:
Analyzed ~10 million claims for each period (2019, 2023)
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Conclusions from the Study

e This study clearly indicates that overall health
insurance claims increased very substantially after the
pandemic

 The overall increase amounted to double-digit
increase every year



Conclusions from the Study

e |f such an increase continues at the same rate, it will
raise serious concerns about the affordability of private
health insurance for both employers and individuals

e Costs would be 50% higher in five years and double
within ten years.




Post-COVID Private Insurance Premium Surge:
Raises the Question of Affordability
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Reality

 Increase In Private Health Insurance subscription
has not contributed significantly to alleviate the
problem



Can the Greater Bay Area Help?

I Guangzhou W
2 Area: 7,436 3q. km
_ Zhaoqing M = i GDP:USD 284.6 billion
Area: 15,006 sq. km f Population: 14.04 M
GDP: USD 30.2 billion \ !
Population: 406M [N~ (¢ F I Huizhou M
Area: 11,159 sq. km
GDP: USD 49.5 billion
Population: 4.78 M

Foshan 81U }
Area: 3,875 sq. km
GDP: USD 125.3 billion
Population: 7.50 M

I Dongguan W3
Area: 2,512 sq. km
GDP: USD 99.1 billion
Population: 8.25 M

I Shenzhen ZR41
Area: 2,007 sq. km
GODP: USD 283.0 billion
Population: 11.90 M

siangmen ILM |-—" "¢ 72 { l Hong Kong 7

Area: 9,554 5q. km
GDP: USD 34.8 billion Area: 1,104 sq. km
GDP: USD 319.3 billion

Population: 4,54 M
Population: 7.37 M

Zhongshan BRIl {,
Area: 1,770 sq. km
GDP: USD 46.4 billion
Population: 3.23 M

Zhuhai BkME | | Macau
Area: 1,696 5q. km Arei: 292 5is. T
S L SR GDP: USD 44.7 billion
Population: 1.68 M Population: 0.64 M
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* The current key areas for cross-border healthcare --
e dental care
* long-term care, and
e expensive drugs

eOther services include
* |[maging
e Health checks
* Optometry
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+ Shenzhen New Frontier United Famity Hospital
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Afaun(% mleate 531{? gﬁ% BE | somg 7 Boehringer Ingelheim 1,334 ~5415
(mm } !&T}éﬁﬁ%ﬂ!l 150_:2 ";Gfﬂ Excella GmbH & Co. 12,746 ~17,800
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Lung Cancer Drugs:

Price in Shenzhen vs Price in Hong Kong

of the same Brand name drug
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Dental Services in GBA

REBEN PR

e Root canal procedures in Shenzhen may cost approximately RMB4,000
and can be completed within a single visit.

e Basic scaling is available for RMB180 to 500 per session, and

e Dental fillings range from RMB300 to 1,500 depending on materials and
complexity
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Long Term Care
FHAEE

e Space and wages are much cheaper in GBA

* A recent government initiative, the Residential Care Services Scheme in
Guangdong (GDRCS) allows Hong Kong elderly on the waiting list for
subsidized care in Hong Kong to opt for designated care homes in
Guangdong.



A Nursing Home in SZ Operated by a Hong Kong NGO

-, ik o Y E'J_'Lil ﬁ ]ZEIE_E§1D
1-—"3;\' ﬁ'?%ﬂfﬂﬁgﬁrfhci&ty ﬁﬁgﬁg}*ﬂ”ﬁﬁﬁﬁﬁﬁﬁ 0 J |FE EEI 1 B A il
i—ﬂf_ for Rehabilitation fﬁ%gﬁﬁﬁ%ﬂ (i?ﬁkﬂ“) ﬁﬁﬁ‘i}ﬁl | _

il S

-

-



Lower Cost Cross-border Care are Not without Problems

%@é%%%’%

How to ensure the quality of the
professionals, drugs and
facilities?

How to manage disputes?

How to ensure continuity of
care?
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The Way Forward
to Facilitate Developments

A cross-border regulatory and governance framework needs to be set up
for providers who wish to participate in cross-border care:

e Creating a registry of GBA providers eligible to treat Hong Kong residents
e Mutual recognition of medical credentials and facility standards
e Bilateral agreements on malpractice liability and dispute resolution

e Cross-jurisdiction data exchange with privacy protection for continuity of
care agreements

 Agreements on the certain treatment protocols and metrics for
evaluating quality, accessibility, and efficiency



Anything that can be done
within Hong Kong to Improve
UHC?

Need to do More with Less
How?



Improve Allocative
Efficiency
In the Public Sector

Put resources In areas where they
can bring the most benefits



Tax Health Spending 2022-23:
Over-emphasis in hospitals

67.1% NN 1. Hospitals
12.7% 2. Residential long-term care facilities
9.8% W 3. Ambulatory health care

3.9% & 4. Ancillary services

0.5% 5. Retailers and other providers of medical goods
4.4% | 6. Preventive care

1.6% || 7.Health care system administration and financing
0.0% 8. Rest of the economy

0.0% 9. Rest of the world

HK$ 117,745 Mn
(100%) TOTAL

Source: Domestic Health Accounts 2022/23, Health Bureau, HKSARG



Government Spending on Primary Healthcare
International Comparison of PHC spending
(figures from 2018/2019/2020/2023)

Government Spending on Primary

Care as a % of Total Government
Health Spending

Low-income group* 33%
Low-middle income group* 36%
Upper-middle income group* 34%
High-income group* 36%
Hong Kong** (1) 23%

*Hanson et al 2022. The Lancet Global Commission on financing primary health care: putting people at the centre. Lancet Vol 10 (figures from 2018 data)
*%2023/24 Hong kong Health Expenditures

HK Gov’t ‘s spending on primary healthcare is significantly less than that of the high income countries' average



Need to Shift Resources from
Lower Value Care Services

e 46.8% of all public hospital admissions were found to be

Ambulatory Care Sensitive Conditions (Strategic Purchasing: Enabling Health
for All, Our Hong Kong Foundation 2021, p.31)

* Treating these patients on an outpatient basis will save money,
manpower, and space

e Use the savings to deliver more needed care including
expensive drugs



Creation of a Central Health Authority with
Governance, funding, facilities ownership and staffing responsibilities

e Centralize resource allocation to one bureau governing:
* hospitals
* primary care
* long terms care

* Divert public money from hospitals to primary care and long term care

Governance , Funding, Ownership, Staffing

Health Authority

Primary Care Long Term Care




Need to Improve X-efficiency in the
Public Sector



Block Grants Create Serious Perverse Incentives

*Money goes to Hospital first

*Good services attract more patients without more resources —
penalize good service

*Bad services deter patients from going to the hospital, but the
hospital gets to keep the resources — reward bad service

*No incentive to be efficient



Reduce X-inefficiency

*For hospitals

*do away with Block grants — implement money follow
patients

* Use DRGs, DIP (Diagnosis-Intervention Package) and global
budgets

*For primary care and long term care

* Include Capitation payment based on patients choice, with Pay for
performance component



Need to Improve Efficiency in the
Private Sector



Recommendations:
Short term

* |nsurance plans need to be redesigned to provide better
protection for major illnesses

* Need to keep premium level affordable by introducing
more co-payment and deductibles for less serious
conditions such as warts removal and colonoscopy



Recommendations:
Longer Term

eConsider an alternative VHIS, in which premium is fixed at
the age of joining

e Consider the introduction of compulsory LTC insurance within
the MPF system



Questions?
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