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Introduction



Research Background (1)

m In his Policy Address of 2009-10, the Chief Executive announced
the plan to propose a supplementary healthcare financing option
based on voluntary participation with insurance and savings
components for the second stage public consultation on
healthcare reform in 2010. This option will be standardized,
regulated, and incentivized by the Government through the use
of the $50 billion previously set aside to support healthcare
reform. To take this forward, the Food and Health Bureau
(“FHB”) has commissioned a series of studies to devise a
proposal for a feasible incentivized Voluntary Supplementary
Financing Scheme (“the Scheme”).
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Research Background (2)

m The Consumer Market Research represents an integral part of
the series of studies commissioned by FHB for the purpose of
devising a proposal for the Scheme. It is aimed to generate both
guantitative and gualitative analyses regarding consumer
preferences about the Scheme, willingness-to-pay, and
perceived changes in behaviour on healthcare utilization upon
joining the Scheme. In particular, these findings are expected to
provide important reference for two other studies in the series,
namely “Feasibility Study on the Key Features of the Health
Protection Scheme” and “Assessment of the Long-term
Implications of the Health Protection Scheme”.

m This report presents the findings of the gualitative analysis in this
Consumer Market Research. Findings of the quantitative
analysis are presented in another report separately.
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Research Objective (1)

m The key objectives of this Consumer Market Research are two-fold:

a) To provide quantitative and qualitative analyses on attitudes,
preferences, expectations and concerns of consumers, who include
the currently insured and uninsured, and who are the decision-
makers or major influencers on healthcare expenditures of the
households, regarding basic design parameters of the Scheme,
covering:

standardized insurance terms and coverage
benefit structure

medical savings component

premium structure

mode and level of subsidy, etc.

The analyses are expected to support mainly the tasks performed by
“Feasibility Study on the Key Features of the Health Protection Scheme”.
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Research Objective (2)

b) To provide quantitative and qualitative analyses on:

1) willingness-to-pay of consumers (currently insured and uninsured)
subject to variation in the basic design parameters of the Scheme
and/or hypothetical templates of the Scheme; and

2) perceived changes in consumer behavior on healthcare utilization
upon joining the Scheme.

The analyses are expected to support mainly the tasks performed by

“Assessment of the Long-term Implications of the Health Protection
Scheme”.
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Research Methodology (1)

m In this qualitative research, focus groups were conducted to
collect views of participants on design of the Scheme.
Hypothetical templates of the Scheme were presented in the
sessions to facilitate formulation of ideas and test responses.

m The recruitment pool of Consumer Search, containing around
300 recruiters, was used in the recruitment process. Screening
was conducted on all the referrals from the recruiters to ensure
they met the participant requirements. 10 participants were
recruited for each group, and 8-9 participants were selected to
participate in the focus groups. (Participants’ profile is provided
In Appendix 1).

m A discussion guide was prepared in close consultation with FHB
while hypothetical scheme design and features were provided by
FHB for concept testing. Three in-depth interviews were
conducted as a pilot test for improving the discussion guide and
stimuli used in the focus groups. The discussion guide and
focus group stimuli are shown in Appendix 2 and 3 respectively.
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Research Methodology (2)

m Following the three pilot interviews conducted on June 6, a total
of 10 focus groups were conducted at the facilities of Consumer
Search between June 14 and 22, 2010.

m All these groups consisted of nine participants except the last
group which consisted of eight participants.

m These groups were segregated according to whether or not the
participants were paying out-of-pocket (OOP) for private
hospitalization insurance, their age bands and income levels.
The non-paying participants comprise those who did not have
hospitalization insurance at the time of interview (about 70%)
and whose insurance coverage were financed by family
members or employers (about 30%).

m Both genders were represented and in each group, there were 2-
4 participants suffering from some chronic disease.
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Research Methodology (3)

Composition of Focus Groups

Descriptions
Group 1 Age 20-35, Paying Out-of-pocket
Group 2 Age 20-35, Not Paying Out-of-pocket
Group 3 Age 36-49, Paying Out-of-pocket, Higher Income
Group 4 Age 36-49, Paying Out-of-pocket, Lower Income
Group 5 Age 50-65, Paying Out-of-pocket, Higher Income
Group 6 Age 50-65, Paying Out-of-pocket, Lower Income
Group 7 Age 36-49, Not Paying Out-of-pocket, Higher Income
Group 8 Age 36-49, Not Paying Out-of-pocket, Lower Income
Group 9 Age 50-65, Not Paying Out-of-pocket, Higher Income
Group 10 Age 50-65, Not Paying Out-of-pocket, Lower Income
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Research Methodology (4)

m The ten focus groups were facilitated by a group moderator who
has extensive experience in consumer research of health
Insurance products. All sessions were fully audio-taped and
verbatim transcribed. The moderator identified key concepts and
themes through systematic reviews of the data collected.

m We would like to issue our normal caution that for all qualitative
research, the projected figures are based on a selective, and
usually rather small samples. These figures are not meant for
statistical inferences but should be used for supplementing the
gualitative analysis with regard to the views and underlying
rationales expressed by the focus group participants. Statistical
Inferences should rely on the telephone survey results provided
In another report separately, which do not necessarily tally with
Indicative figures in this report.
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Executive Summary (1)

Attitudes & experience towards comprehensive health insurance

m Group participants who were paying for comprehensive health
Insurance (the “paying” segment) did so because: (1) they
preferred private hospitals and doctors they were familiar with; (2)
health insurance was part of their life insurance plan; (3) they
wished to supplement the insurance benefits from their employers;
(4) they wished to protect their family from financial burden and (5)
they sought peace of mind.

m They were largely satisfied with their purchase and most of them
said they would continue with their coverage. As one would
expect, those who had made claims felt the premium they paid
were well-justified. Even those who had not made claims largely
treasured the peace of mind provided by insurance.
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Executive Summary (2)

m However, some participants felt that because they had not made
any claims on their health insurance, the premium they paid was
for nil. They felt it would be fairer if they could receive partial
refund of their paid premium.

m Participants who did not have or were not paying for
comprehensive health insurance (the “non-paying” segment)
gave the following reasons: (1) their employers provided
sufficient coverage as part of their employment benefit; (2)
private hospitalization insurance was too expensive and did not
offer enough coverage; (3) insurance premium kept rising with
age and inflation; (4) public hospitals ran by Hospital Authority
(HA) provided acceptable service anyway.

m There was a common feeling that health insurance was
worthwhile only for people who often got sick and required
hospital admission.
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Executive Summary (3)

m Some individuals with pre-existing conditions had the experience
of subscribing health insurance but were either rejected or
scared away by prohibitive premium loading.

m Some mid-age participants covered by employer-provided
medical benefits worried that the benefits would lapse when they
needed them most in post-retirement life.
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Executive Summary (4)

Reactions to the Hypothetical Scheme Plans (see Appendix 3)

m Some participants felt that Plan 1 did not provide adequate
coverage, according to their previous hospitalization experience
or knowledge about common private hospital charges.

m Plan 2 was relatively more appealing in terms of coverage, but
still around one-third of the group participants felt it was not good
enough.

m Compared to the younger and middle age segments, the older
segment attached higher price tags for the proposed plans.
They appeared to understand well the reality that health risks
Increased with age.

m As a way to achieve premium discount, the “expensive cases
only” option was accepted by most participants, followed by
“deductible” option and then “long-queue cases only”.
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Executive Summary (5)

m Some participants favored the “expensive cases only” option
because it would protect them from the financial shock of
expensive treatments. Chronic disease patients had particularly
deep feeling about this. Those who did not favor this option
worried that the treatment they needed would probably not fall
within the scope of “expensive cases”.

m Some participants felt that deductible was a good way to reduce
premium because the deductibles would apply only in case of a
claim. Those who were not receptive to the idea opined that
deductibles would defeat the purpose of buying insurance.
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Executive Summary (6)

m Some participants found the “long-queue cases only” option
attractive because they could be freed from long waiting time
that might result in worsened health condition. Others, however,
found this option unattractive because they believed that HA
would schedule a prompt admission if the case warranted it.
Therefore in their minds, this option could not add much value to
them.

m The participants also suggested other ways to reduce the
premium including: discount for family members, no claim
discount, payment from the MPF account of the individuals,
discount for annual payment or single premium for 10-20 years,
loyalty discount, referral discount, tax deduction and company
discount (group discount for employees).
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Executive Summary (7)

Key Features of the Hypothetical Scheme

m Before the key features of the hypothetical Scheme were
unveiled and explained, participants appeared to be lukewarm in
general. The “non-paying” segment tended to think that there
was no compelling reason to get insured through the Scheme.
The “paying” segment did not show a strong push to switch to
the scheme.

m After the key features were introduced and discussed, the
participants’ attitude towards the hypothetical Scheme turned
more positive. More of the “non-paying” segment expressed
willingness to consider buying. More of the “paying” segment
spoke firmly that the plans compared favorably with their current
products in terms of coverage and indicated a strong interest to
switch to the Scheme Plans. Compared with the indications
before the key scheme features were explained, they would raise
the “reasonable” premium for both hypothetical Scheme Plan 1
and Plan 2 by an average of about 20%.
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Executive Summary (8)

m “No claim discount” appealed to a full range of participants
because they felt it was fair that those who had not made claims
should pay a lower premium.

m “Coverage of pre-existing conditions” was well received by
participants with chronic diseases as well as other participants.
The participants were in general sympathetic towards
disadvantaged people and would appreciate that these Scheme
Plans could cover them.

m “Guaranteed renewal for life” was a selling feature as
participants generally viewed health insurance as a long-term
protection rather than short-term relief. They were concerned
that they might be rejected by insurers when they turned old and
needed protection the most.
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Executive Summary (9)

m “Packaged benefit limit” was well received by most of the
participants who considered the budget certainty it brought about
attractive. Yet a few participants were concerned that it might
not compare favourably with itemized benefit structure if the
hospitalization lasted longer than normal. Besides, some
participants needed more elaboration to comprehend how this
Innovative feature worked and benefitted them.

m “Standardized terms and coverage” did not receive as much
attention as the aforesaid features. Some people found it difficult
to comprehend how this element would create value, but they
appreciated the assurance provided by the insurance service
standards of a scheme overseen by the government.

m “Premium increment guidelines” did not appear to impress many
participants as they did not seem to worry too much about unfair
pricing. A few participants pointed out that market competition
would safeguard against unfair pricing.
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Executive Summary (10)

Ways to Promote the Scheme

The participants suggested different ways that the government
could consider in making the Scheme more popular.

In terms of promotion, the government can: (1) promote the
Scheme through the media, get the information out, make sure
people understand; (2) emphasize the key features in the
Scheme Plans that make the difference and that will attract
people's attention.

In terms of financial incentives, the government can: (1) ensure
that the premium is reasonable; (2) provide premium subsidies;
(3) offer tax deduction; (4) offer special discount to the elderly
who have to pay high premiums and (5) offer special discount to
low-income people who can least afford high premiums.

In terms of administrative measures, the government can: (1)
pay claims promptly, deliver good service and (2) make it
mandatory like MPF through payroll deduction.
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Executive Summary (11)

Attitudes towards Post-retirement Medical Expenditure

m Most of the mid-age and older-age participants had saving habit
for post-retirement living needs, including but not limited to
healthcare need. Very few of them set a saving target for
healthcare specifically. Some bought life insurance that had a
hospitalization insurance rider and a savings component.

m The young-age segment had less tendency/propensity to save,
partly due to their lower income. Also, post-retirement
healthcare sounded too remote and would not drive their savings
behavior.

m Participants generally did not resist the idea that they should
start savings, but were hesitant about being told why and how to
save.

Consumer Search (Page 22)



Executive Summary (12)

Attitudes towards Savings Component of the Scheme

m The participants were ambivalent toward the inclusion of a
savings component to the Scheme. While the initial responses
from many participants were positive, as the discussion
proceeded, some had second thoughts about the need for this
component and voiced their concerns over the extra financial
burden.

m Some participants were concerned about the hypothetical age
limit of using the savings component. They desired the flexibility
to withdraw the savings for contingency use if and when the
occasion arose at all time.

m They were also concerned about the investment return and risks
of the savings component. Too conservative an investment
strategy might yield too little to catch up with inflation, while too
aggressive a strategy would raise the risk for loss.
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Executive Summary (13)

m A few participants cited the mini-bond incident in support for their
cautious attitude towards investments in financial assets.

m Despite their reservation, the participants generally welcomed
the idea of government incentives to encourage savings and
opined that it would increase their likelihood to join the Scheme.

Ways to Promote the Savings Component

m To promote the savings component, the Government should: (1)
offer a guaranteed return like government bonds; (2) remove the
restriction on using the fund until reaching age 65; (3) contribute
In part to the savings and (4) allow the insured to pass on the
unused savings to family members.
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Executive Summary (14)

Desired Forms of Government Incentives

m Most participants opined that the Government should provide
some forms of subsidy to encourage people to join the Scheme
and to ease their financial burden.

m Subsidy to premium was the most popular form of subsidy
among different ideas. On average, the “paying” segment
considered that a subsidy equivalent to about one-third of
Insurance premium was reasonable. The “non-paying” segment
Indicated a higher desired level of subsidy. This might indicate
that there was an inherent gap between the perceived value of
health insurance between the “paying” and “non-paying”
segments.

m Tax deduction was proposed by some participants. It was
relatively well received by participants with middle to higher
Income. Those with lower income and did not have to pay tax did
not consider the idea attractive to them.
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Executive Summary (15)

m On the timing of subsidy, a majority of the participants (especially
the middle and older segments) did not have a strong view and
would accept the idea of the subsidy being deferred until
retirement. However, some participants (especially among the
younger segment) strongly preferred it paid out now.

m When asked whether the subsidy could take the form of free
Insurance product upgrade rather than premium discount to
standardized product, a majority of the participants preferred
premium discount as they considered it more straightforward.
Besides, if they wished to upgrade their coverage, they could
always do so with the money they had saved from the premium
discount.
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Executive Summary (16)

The Government’'s Role

m The participants were more or less equally split on whether the
government should manage and operate the scheme internally
or outsource to the private insurance companies.

m Those in favor of government management cited the advantages
of security/trust, public accountability and simplicity if the
government manage and operate the proposed scheme
internally.

m Some of these participants felt that they did not need the
Insurance companies/agents as middlemen. Some did not like
the experience they had with insurance companies/agents in
claims handling and customer charges.
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Executive Summary (17)

m Those in favor of outsourcing to private insurance companies
cited the advantages of better marketing expertise; sales,
competition and servicing mindset; as well as operational
efficiency. Nevertheless, they stressed that government
oversight and regulation to safeguard consumer interest would
be paramount if the scheme was to be outsourced.

m Some opined that the government was not responsive and might
not deliver good service compared to insurance
companies/agents. Some said it would be more costly if the
government operated the scheme all in-house.
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Executive Summary (18)

The Concept of “Middle-tiered” Hospitals

m If needed, the idea of Government operating a number of private
hospitals that would provide economy class services at a charge
lower than the private hospitals was welcomed by most of the
participants.

m Some participants felt that Hong Kong needed more hospitals
anyway. “Middle-tiered” hospitals could provide for the middle
class a viable third alternative to expensive private services on
one hand and long-queue public services on the other. One
proviso was that the manpower, professional quality and
standards of medical facilities must not be compromised. Less
convenient locations and no-frill amenities were considered
acceptable tradeoffs to achieve lower costs.
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Executive Summary (19)

m For the few who resisted or were reserved about the idea of
“middle-tiered” hospitals, there was a common view that a
“middle-tiered” service was actually being provided through
private beds in some HA hospitals and that new types of
hospitals were not necessary to deliver this service.

Utilization of HA services after insured

m A majority of the participants indicated that they might still use
the services of public hospitals even though they had health
Insurance coverage through the Scheme or other channels.

m They cited the following reasons: (1) there is no choice in case of
an accident or emergency; (2) some public hospitals are
renowned for specific treatments; (3) in some cases, public
hospitals have better equipments than private hospitals; (4) for
some disease such as cancer, a prolonged follow-up is needed
and this can be done at a public hospital at a much lower cost.
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Findings



— Part 1 —
Attitudes and Experience towards
Comprehensive Health Insurance



Attitudes & experience towards comprehensive health insurance (1)

m Participants who were paying for comprehensive health
Insurance (the “paying” segment) gave the following reasons for

taking out the insurance:

= Prefer using private hospitals and doctors they are familiar with.
= The hospitalization insurance is part of their life insurance plan.
= To supplement the insurance benefits from their employers.

= To protect their family from financial burden.

= For peace of mind.
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Attitudes & experience towards comprehensive health insurance (2)

m Participants were largely satisfied with their purchase and many
said they would continue with their coverage.

m As one would expect, those who had made claims felt the
premium they paid were well-justified.

m Even those who had not made claims treasured the peace of
mind provided by insurance.

“This insurance is well worth it. | had a gastro-endoscopy at a private
hospital. It was very expensive, but was all covered.” (Younger age,
paying OOP, higher-income)

“I have paid the premium for over 10 years. | am happy that | have
not made any claims. Insurance is for peace for mind. It's really to
protect my children from financial burden if and when | get sick. | am
glad | didn't profit from it!” (Older age, paying OOP, lower-income)
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Attitudes & experience towards comprehensive health insurance (3)

m However, some participants felt that because they had not made
any claims on their health insurance, the premium they paid
were for nil. They felt it would be fairer if they could receive
partial refund of their paid premium.

“It's not worth it. | paid 2-3 thousand a year and have never used it
even once.” (Younger age, paying OOP, higher-income)

m A participant cited a claim experience related to exclusion which
was note-worthy. His claim was turned down because the
associated illness was a pre-existing condition that he had not
declared to the insurer when enrolling for the insurance.
Unhappy with this, he had since discontinued the subscription for
health insurance.
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Attitudes & experience towards comprehensive health insurance (4)

m Those who did not have or were not paying for comprehensive

health insurance (the “non-paying” segment) gave the following
reasons:

Their employers provide sufficient coverage as part of their
employment benefit.

Private hospitalization insurance is too expensive and does not offer
enough coverage.

“I am covered by my company. Even if | do not have company
coverage, | will not consider paying on my own because it's
expensive and | am healthy. For minor problems, | will go to HA. For
serious operations, | may consider private hospitals.” (Middle age, not
paying OOP, higher-income)

“It's too expensive. The cheaper kind does not cover much. So it's no
protection either.” (Middle age, not paying OOP, higher-income)
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Attitudes & experience towards comprehensive health insurance (5)

Insurance premium rises with age and inflation, so that the
protection may not be affordable over time.

Public hospitals run by Hospital Authority (HA) provide acceptable
service anyway.

m For the non-payment segment, there was a common view that
health insurance was only worth the money paid when one often
got sick and required hospital admission. A lot of participants
said that they seldom got sick and expected to stay healthy in
the foreseeable future. This perception of risk was particularly
apparent for the young participants.

“| seldom got sick. On the few occasions when | did get sick, | only
went to a clinic, not a hospital.” (Younger age, not paying OOP,
higher-income)

m Some mid-age participants covered by employer-provided
medical benefits worried that the benefits would lapse when they
needed them most in post-retirement life.
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Attitudes & experience towards comprehensive health insurance (6)

m A few participants with pre-existing conditions had the
experience of subscribing health insurance but were either
rejected or scared away by prohibitive premium loading.

“I have chronic disease. | wanted to buy hospitalization insurance
many years ago but was rejected. HA is my only option because
private hospitals are too expensive.” (Middle age, not paying OOP,
higher-income)
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— Part 2 —
Reactions and Comments on the
Hypothetical Scheme



Reactions to the Hypothetical Scheme Plans (1)

m A certain number of participants felt that Plan 1 did not provide
adequate coverage, according to their previous hospitalization
experience or knowledge about common private hospital
charges.

“Surgery fee is too low for private hospitals.” (Younger age, paying
OOQOP, higher-income)

“This is a very basic coverage. What | have bought is probably much
better coverage.” (Older age, paying OOP, higher-income)

“MRI coverage is too low. It costs 7-8 thousand.” (Younger age,
paying OOP, higher-income)

m Plan 2 was relatively appealing in terms of coverage, but still
around one-third of the participants felt it was not good enough.
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Reactions to the Hypothetical Scheme Plans (2)

m For both plans, the “paying” segment indicated a slightly higher
premium than the “non-paying” segment. This modest difference
echoed our observation that price was an important but not an
overwhelming factor influencing the decision of the participants to
choose insured or not. They were also concerned about value-
for-money in relation to their health risks and level of protection
being offered.

m There was no distinct systematic difference between participants
with chronic disease and those without as far as willingness-to-
pay was concerned.

m Compared to the younger and middle age segments, the older
segment attached higher price tags for the proposed plans. They
appeared to understand well the reality that health risks increased
with age.
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Ways of Reducing the Premium (1)

Three ways to reduce premium — “deductibles”, “expensive
cases only”, “long-queue cases only” — were proposed to test
response (See Appendix 3).

About two-thirds of participants welcomed the idea of premium
discount option. Many of them came from the lower income
segment and the older segment (age 50-65). The former
appeared to be relatively price-sensitive in general, while the
latter was attracted by a more substantial sum of savings from
the discount as old-age premium was higher.

About one-third of participants did not favour the idea of premium
discount option. They preferred paying more premium to avoid
compromise in the level and scope of protection.

In terms of perceived attractiveness, “Expensive cases only”
coverage was accepted by most participants, followed by
“deductible” option and then “Long-queue cases only” coverage.
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Ways of Reducing the Premium (2)

m On the option of premium discount through “expensive cases
only” coverage, some participants subscribed to the idea
because it would protect them from the financial shock of

expensive treatments. Chronic disease patients had particularly
deep feeling about this.

“I have chronic disease. This ‘expensive cases only coverage’ can
be a good deal for me because | am paying over 100% premium
loading now. This should reduce my premium significantly.”
(Younger age, not paying OOP, higher-income)

m Those who did not favor the idea worried that the treatment they

needed would probably not fall in the delineated scope of
“expensive cases”.

“It's hard for me to decide unless | know what diseases will be

covered under this ‘expensive cases only coverage’™ (Middle age, not
paying OOP, higher-income)
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Ways of Reducing the Premium (3)

m On the option of premium discount through deductible, some
participants felt it was a good way to reduce premium because
the deductibles would apply only in case of a claim and the

amount was affordable to them.

“$15000 is a small amount in the case of hospitalization. | am willing
to pay this deductible in exchange for a lower premium.” (Older age,
paying OOP, higher-income)

m Some of those who were not receptive to the idea opined that
the element of deductible would defeat their purpose of buying
Insurance.

“If the treatment costs less than the deductible, then | will end up
paying for everything. What is the point of buying insurance, then?”
(Younger age, paying OOP, higher-income)
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Ways of Reducing the Premium (4)

m On the option of premium discount through “long-queue cases only”
coverage, some participants found the idea attractive because they

could be freed from long waiting time that might result in worsened
health condition.

“This ‘long-queue only’ coverage is attractive. If | can get prompt
treatment at HA, | don’t think | need to go to a private hospital. Thus, |
don't need coverage for ‘short-queue cases’. This option can help
keep my premium low. But they need to review the list of long-queue
cases reqgularly.” (Older age, paying OOP, higher-income)

m Some, however, found this option unattractive because they
believed HA would schedule a prompt admission if the case

warranted it. Therefore in their minds, this option could not add
much value to them.

“There is no need for this ‘long-queue only’ coverage because HA will

schedule you if you need urgent admission”. (Middle age, not paying
OOQOP, higher-income)
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Ways of Reducing the Premium (5)

m The participants also suggested other ways to reduce the
premium:

Discount for family members: family plan (Many cited the inevitably
high premium for old people and the importance of insuring young
children)

No claim discount

Payment from the MPF account of the individual (but a few other
participants voiced their displeasure when this suggestion was
made)

Discount for annual payment or single premium for 10-20 years
Loyalty discount for long stay-on with the scheme
Referral discount (for both the referrer and referee)

Tax deduction (but some pointed out that this could benefit only
those who were paying salary tax)

Company discount (group discount for employees)
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Perception of the Hypothetical Scheme (1)

m Before more key features about the hypothetical scheme plans
were unveiled and explained, the participants appeared to be
lukewarm in general. The uninsured tended to think that there
was no compelling reason to get insured through the scheme.
The insured also did not show a strong push to switch to the
scheme.

m The attitude towards the hypothetical scheme plans turned more
positive after the key features were introduced in details. More
of the uninsured expressed willingness to consider buying the
hypothetical scheme plans. More of the insured spoke firmly that
the plans compared favorably with their current products in terms
of coverage, and showed interest to switch to the plans.

m Consistent with higher level of interest, participants generally
raised the amount of premium for both hypothetical scheme plan
1 and plan 2 that they considered reasonable. The average
Increase was about 20%.
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Perception of the Hypothetical Scheme (2)

m More specifically, 9 key features of the hypothetical scheme
plans were listed out and participants were asked to rank the
features by (a) clarity in meaning; (b) effect on attractiveness of
the plans.

m At the risk of over-generalization, the responses for (a) and (b)
have been aggregated to show the ranking of the 9 features.

The ranking together with some related questions and comments
are shown in the following table.
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Perception of t

ne Hy

nothetical Scheme (3)

Key scheme features Clear | Compelling Common questions / comments
No claim discount High High A fair pricing method
Coverage of pre- : : How about illnesses that may be related
i . High High o iy
existing conditions to some pre-existing conditions?
I(;garanteed renewal for High High But will this element raise my premium?
Coverage of inpatient More choices as day surgery is also
treatment or surgery at High Medium y surgery
. : covered
outpatient setting
Free switch of insurers | Medium Medium Will my premium change when | transport?
packaged benefit limit Medium Medium What if the actual charges are higher than
the packaged rate?
Premium loading limits | Medium Low How are the limits set?
Standardized insurance Low Low So why will that benefit me?
terms & coverage
Premium increment Low Low How are the guidelines set?

guidelines
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Perception of the Hypothetical Scheme (4)

“No claim discount” appealed to a full range of participants
because it was widely considered fairer to allow one who did not
make claim to pay less premium.

“Coverage of pre-existing conditions” was well received by not
only participants with chronic diseases but also other
participants. The participants were in general sympathetic
towards disadvantaged people and appreciated that the Scheme
would take care of these people.

“Guaranteed renewal for life” was a selling feature as participants
generally viewed health insurance as a long-term protection
rather than short-term relief. In particular, some were concerned
whether they would be rejected by insurers when they turned old
and needed protection the most.
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Perception of the Hypothetical Scheme (5)

m “Packaged benefit limit” was well received by most of the
participants who considered the budget certainty it brought about
attractive. Yet a few participants were concerned that it might
not compare favourably with itemized benefit structure if the
hospitalization lasted longer than normal. Besides, some
participants needed more elaboration to comprehend how this
Innovative feature worked and benefitted them.

m “Standardized terms and coverage” did not receive attention as
much as the aforesaid features. Some people found it difficult to
comprehend why this element created value, but they
appreciated the assurance about insurance service standard that
a government scheme should provide.

m “Premium increment guidelines” did not impress extensively as
lots of participants did not seem to worry too much about unfair
pricing. A few participants pointed out the importance of
competition as the best safeguard against unfair pricing.
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Ways to Promote the Scheme

m The participants suggested different ways that the government could
consider in making the Scheme popular:

Promotion campaign. Get the information out. Make sure people
understand.

Emphasize the plan features in the promotion that make the
difference and attract people's attention.

Ensure that the premium is reasonable.
Provide premium subsidies.
Offer tax deduction (provide relief to the working, tax-payers).

Offer special discount to the elderly (to alleviate the high premium
charged to this segment).

Offer special discount to low-income people (who can least afford
high premiums).

Pay claims promptly. Deliver good service.
Make it mandatory like MPF through payroll deduction.
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- Part 3 —
Attitudes towards Post-retirement
Medical Expenditure and Savings
Component of the Scheme



Attitudes towards Post-retirement Medical Expenditure

m Most of the mid-age and older-age participants had saving habit
for post-retirement living needs, including but not limited to
healthcare need. Very few of them set a saving target for
healthcare specifically. Some bought life insurance that had a
hospitalization insurance rider and a saving component.

m The young-age segment had less tendency/propensity to save,
partly due to lower financial ability. Besides, post-retirement
healthcare sounded too remote and was not a drive for their
saving behavior generally.

m Participants generally did not resist savings as far as income
after deduction for living expenses could allow, but were hesitant
about being told why and how to save.
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Attitudes towards Savings Component of the Scheme (1)

m On the desirability of introducing a savings component to the
Scheme, the participants were ambivalent. The spontaneous
response from many participants were positive, but when the
discussion proceeded to the details, some had second thought
about the need for this component and voiced their concerns
over the extra financial burden.

“This will be just like MPF! It will take even more out of my
paycheck!” (Younger age, paying OOP, higher-income)

“Other insurance companies offer this savings feature too. Why copy
them? Part of MPF can be used for future medical expense, why the
duplication?” (Younger age, paying OOP, higher-income)
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Attitudes towards Savings Component of the Scheme (2)

m Some participants were concerned about the hypothetical age
limit of using the savings component. They desired flexibility to
withdraw the savings for contingency use at all time.

“Why must | wait until 65 to use this savings? | might get sick before
turning 65!” (Younger age, paying OOP, higher-income)

“I can choose among the different products in the market and | don't
need to wait until 65 to use it.” (Younger age, not paying OOP,
higher-income)
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Attitudes towards Savings Component of the Scheme (3)

m There were also considerable concerns about the investment
return and risks of the savings component. Too conservative an
Investment strategy might yield too little to catch up with inflation,
while too aggressive a strategy would risk loss in capital value.

m A few participants cited the mini-bond incident to explain their
cautious attitude towards investment initiatives.

“I need to know its investment return and | don't want to have to wait

until 65 to be able to use it.” (Younger age, not paying OOP, higher-
Income)

“Nowadays, there are many saving and investment vehicles, this
savings component is not necessary. I'd rather buy bonds!” (Younger
age, not paying OOP, higher-income)
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Attitudes towards Savings Component of the Scheme (4)

m Notwithstanding the reservation, participants generally welcomed
the idea of government incentives to encourage savings and
opined that so-doing would increase their likelinood to join the

Scheme.

“It Is attractive only if the government will also contribute to my
account.” (Younger age, paying OOP, higher-income)
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Ways to Promote the Savings Component

m The participants expressed different ideas that the Government
might consider to promote the savings component:

= Offer a guaranteed return like government bonds. The participants
would expect a guaranteed return with minimum risk for their
savings component. They wanted to make sure that this money
would be at their disposal when they needed it.

= Remove the restriction on using the fund until reaching age 65. An
often-asked question: “What would I do if | need the money for
medical expenses before | turn 657?”

= Contribute in part to the saving. Government (partial) contribution to
the savings component would provide the needed incentive.

= Allow the insured to pass on the unused savings to family members.
Another often-asked guestion: “What will happen to my money (the
sum of my contributions) if | die before | have used any of it?”
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Desired Forms of Government Incentives (1)

m Most participants opined that the Government should provide
some forms of subsidy to encourage people to join the Scheme
and relieve their financial burden.

m Subsidy to premium was the most popular form of subsidy
among different ideas. On average, the “paying” segment
considered that a subsidy equivalent to about one-third of
Insurance premium was reasonable. The corresponding figure
for “non-paying” segment was even higher. To some extent, this
high percentage could be interpreted to reflect that there was
Inherent gap between the use value of health insurance
perceived by the non-payers and the payers.

m The idea of tax deduction was proposed by some participants
and discussed around the table. It was relatively received by
people with middle to higher income, although some of them did
not fully subscribe to the idea as it would benefit taxpayers only.
People with lower income and without tax burden did not
consider the idea attractive to them.
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Desired Forms of Government Incentives (2)

m On the timing of subsidy, a majority of the participants (especially
the middle and older segments) did not have strong view and
accepted the idea of the subsidy being deferred until retirement.

“It's fine if the government subsidy is accrued under my account and

cannot be used until | retire.” (Older age, not paying OOP, higher-
Income)

m However, quite some participants (especially among the younger
segment) strongly preferred it paid out now.

“Setting an age threshold is unrealistic because one might incur

medical expenses at any age.” (Younger age, paying OOP, higher-
Income)

“We should be able to use the subsidy as the need arises, and not to
wait until age 65.” (Younger age, paying OOP, higher-income)
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Desired Forms of Government Incentives (3)

m The participants were also asked whether the subsidy should
also take the form of free insurance product upgrade rather than
premium discount to standardized product. A majority of
participants prefer premium discount as they considered it more
straight-forward and attractive to allow free use of saved amount
afterwards. There was a notable insight that the savings from
premium discount could always allow people to go backward and
upgrade the insurance product, but the reverse was not feasible.

“I like price discount. Product upgrade is not meaningful to me!”
(Younger age, not paying OOP, higher-income)

“I can buy higher coverage if | can afford it, product upgrade is a poor
substitute for discount.” (Younger age, not paying OOP, higher-
Income)
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— Part 4 —
Government’'s Role in the
Scheme
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The Government’s Role (1)

m The participants were more or less equally split on whether the
government should manage and operate the scheme internally or
outsource to the private insurance companies.

m Those in favor of government management cited the advantages of
security/trust, public accountability and simplicity if the government
manages and operates the proposed scheme internally.

“The government will be more accountable. They will respond to our
complaint.” (Middle age, not paying OOP, lower-income)

“The government is more secure. Even the biggest companies failed
during the financial crisis, but the government was unaffected.”
(Middle age, not paying OOP, lower-income)

“The government should do it all and not to outsource. | have had

enough trouble with the MPF!” (Older age, not paying OOP, higher-
Income)
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The Government’s Role (2)

m Some participants felt that they did not need the insurance
companies/agents as middlemen. Some of them did not like the
experience they had with insurance companies/agents in claims
handling and customer charges.

“Insurance companies are slow and reluctant to pay claims.”
(Younger age, paying OOP, higher-income)

“| trust the government much more than insurance companies. They
showed little transparency in how they charged the customers.”
(Middle age, not paying OOP, higher-income)
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The Government’s Role (3)

m Those in favor of outsourcing to private insurance companies cited
the advantages of better marketing expertise; sales, servicing and
competition mindset; as well as operational efficiency. Nevertheless,
they stressed that government oversight and regulation to safeguard
consumer interest would be paramount if the scheme was to be
outsourced.

“| think the government should outsource to private insurance
companies. | am very satisfied with my insurance agent.” (Older age,
paying OOP, higher-income)

“It's better to outsource to private insurance companies. They can
utilize existing facilities and staff. This would save money. Otherwise,
the government would need to set up a new department at a high
cost.” (Younger age, not paying OOP, higher-income)

“MPF is a good outsourcing model for the government to follow: the
consumers can choose providers and the government will oversee.”
(Younger age, not paying OOP, higher-income)

Consumer Search (Page 76)



The Government’s Role (4)

m Some opined that the government was not responsive to
market needs and might not deliver good service compared

to iInsurance companies/insurance agents.

“Insurance agents are very responsive because they work for
commission. The government is not responsive when | need some

answers.” (Middle age, paying OOP, lower-income)

m Some said it would be more costly if the government
operated the scheme all in-house.

“It will be costly for the government to operate this without
outsourcing. They would need to set up the system and to hire many
staffs.” (Middle age, paying OOP, lower-income)
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The Concept of “Middle-tiered” Hospitals (1)

m If needed, the idea of Government operating a number of private
hospitals that would provide economy class services at a charge
lower than corresponding private hospitals was welcomed by most
of the participants.

m The participants generally felt that more hospitals were needed in
Hong Kong anyway. “Middle-tiered” hospitals could provide a
buffer for the middle class to choose between the two ends of
expensive private services and long-queue public services.

“To succeed, these hospitals need to cater and appeal to the needs
and demands of the middle class.” (Younger age, paying OOP,
higher-income)

“Hong Kong needs more medical facilities anyway.” (Younger age,
paying OOP, higher-income)
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The Concept of “Middle-tiered” Hospitals (2)

m The support for the idea was conditional upon the premise that
the manpower quality and standard of medical facilities was not
compromised for the lower charges.

m Most though not all participants who supported the idea
accepted less convenient location of hospitals and less
expensive amenities if such were needed to keep the charges
lower.

“People prefer private hospitals because of their facilities and service
so if these proposed hospitals can deliver the same standard of
service, then it will work.” (Younger age, paying OOP, higher-income)

“It will be great if this can be done. | am afraid they can't build
enough of this kind of hospitals to meet the demand.” (Older age,
paying OOP, higher-income)
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The Concept of “Middle-tiered” Hospitals (3)

For the few who resisted or were reserved about the idea, there
was a common view that a “middle-tiered” service was actually
being provided through private beds in some HA hospitals and
that new types of hospitals were not necessary to deliver the

same sort of service.

“Actually, there i1s a wide range in the price charged by private

hospitals. Some are cheaper. This idea of "middle-tiered" hospitals
IS not very clear. This sounds like the subsidized housing projects for
people who can't qualify for public housing and can't afford to buy
private flats.” (Younger age, not paying OOP, higher-income)

“There is already private patient service at HA. My child was treated
at a public hospital as a private patient. The service was very good
and was cheaper than a private hospital.” (Middle age, paying OOP,
higher-income)
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Utilization of HA services after insured

m A majority of the participants indicated that they might still use
the services of public hospitals even though they had health
Insurance coverage through the scheme or other channels.
They cited the following reasons :

= For accident or emergency cases.
= Some public hospitals are renowned for specific treatments.

= In some cases, public hospitals have better equipments than private
hospitals.

= |n some cases, such as cancer treatment, a prolonged follow-up is
needed and this can be done at a public hospital at a much lower
Ccost.
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Appendix 1
Participants’ Profile
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Participants’ Profile (1)

m Total Number of Participants = 89

m Gender (N=89)

Male Female
46.1% 53.9%
m Age (N=89)
Aged 20-35 Aged 36-49 Aged 50-65
20.2% 40.4% 39.3%

m Paying Out-of-pocket for Comprehensive Health Insurance (N=89)

Paying Out-of-pocket

Non-paying Out-of-pocket

50.6%

49.4%
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Participants’ Profile (2)

m With / Without Comprehensive Health Insurance for Non-paying Group

(n=44)
With Comprehensive Health Insurance _
Without
From From Family Er:r(ljomeBrthnd Corlnrp])rehenswe
Employers Members bloy Health Insurance
Family Members
22.7% 4.5% 2.3% 70.5%

m Household Income (N=89)

Higher Income
($20,000 or above)

Lower Income
(Below $20,000)

60.7%

39.3%

m Chronic Disease (N=89)

With Chronic Disease

Without Chronic Disease

31.5%

68.5%
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Participants’ Profile (3)

m  Monthly Premium Paying for Paying Group (n=45)

Aged 36-49 | Aged 36-49 | Aged 50-65 | Aged 50-65
Aged 20-35 Higher Lower Higher Lower Overall
Income Income Income Income
Average $304 $336 $346 $544 $335 $373

m Purchasing Channel for Paying Group (n=45)

Directly from Insurance
Companies

80.0%

From the Agents of
Insurance Companies

2.2%

Directly from Banks

17.8%

m Claim Experience

With Claim Experience Without Claim Experience

26.7% 73.3%
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Participants’ Profile (4)

m  Occupation

Clerks 42.7%
Managers and administrators 12.4%
Housewife 10.1%
Service workers and shop sales workers 9.0%
Professionals 7.9%
leastr;tmaglirr:achine operators and 6.7%
Elementary occupations 4.5%
Retired 3.4%
Others 2.2%
Associate professionals 1.1%
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Participants’ Profile (5)

m  Martial Status (N=89)

Single Married Divorce
28.1% 69.7% 2.2%
m  Number of Children (n=64)
0 Child 1 Child 2 Children 3 Children 4 Children
10.9% 31.3% 48.4% 6.3% 3.1%

Consumer Search (Page 87)



Appendix 2
Discussion Guide
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Appendix 3
Focus Group Stimuli
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End of Report



