
BY FAX ~840,0467 & BY MAIL 

l 0 February 2015 . 

Dr Ko Wing Man 
Secretary for Food and Hi:a)th 
17-19/P.)3ast Wing, Central Goyernment Offices 
2 Tim ·Mei Avenue, Tamai: 
'HongKong 

Dear Dr Ko 

. Your Ref,; Flffi/W50/22 

. -. ; ' . -·. . .·... . ·. . : ·.'·. . · ... •. '·, . 

Re: Public Consultation~ on Voluntrny Health Xnsurance Scheme aJJd Regulation ()f 
:Private Healthcare Facilities 

Yourletter dated l 7 December 2014 on the above captioned refers, The attached document 
contains views and suggestions on the two policy proposals from The Chinese University of . 
Hong Kong. · · · · · · · · · · 

• • .·:.- 0 ' • ' • • • ._. • 

Tfyou have any question, please do riot hesitate to contnctus. ·.· 

Yours sincerely 

Professor Francis K. L. Chan Professor Joseph J, Y. Sung 
Vice-Chancellor arid President 
The Chinese University of Hong Kong 

Dean, Faculty of Medicine . . 
.The Chinese University of Hong Kong 

ilii'!i Toi: (852) 3943-8600 
fl\<;11; F3': {852} 2603-7201 

<Pm Wi'® WJ'I i'.l>l!I 
Sh~fil\o New Teuitorfos, Hone: Konli', CJ1ina 

http;/ /w\llW.cuh k.C! du, hk 

I 
' 



• lf~~Jt:k~ . 
~ T~e Chinese University ot Hong Ko»g · 

Consultation on Voluntary. Health Insurance Scheme 

General view 

fl itl c? $!: * 5Ui & fit 
Faculty of Medicine 
'The Chinese University of Hong Kong 

The Chinese University of Hong Kong (CUHK) acknowledges the prob/ems of the current dual-track 
healthcare system and the need for h~althcare reform In Hong Kong. The ever Increasing healthcare 
-demand has flooded the entire healthcare system, in particular the public sector; Adjusting the public
private balance Is a viable option to move to a more sustainable system in the future. We applaud the 
government's vision to build a more integrated and balanced healthcare system and for formulatlng the 

proposals in the 2 consultation documents on Voluntary Health Insurance Scheme IVHIS) and Regulation 

of Private Healthcare Facllltles. The current consultation VHIS focuses on hos1Jltallzatloh and ahlbulatory 
procedures, which are the most expensive parts of healthcare expenditure for the government and the 
·public. CUHK supports VHIS as a good first step in the readjustmeht of public-priiJate ~alance. It is not 

going to solve the healthcare financing problem In Hong Kong, but ls a necessary and Im portant start. Jt 
can provide an alternative for Hong Kong people who are interested to use private hospital service 

under Insurance cover. The vision to bu!ld a more Integrated and balanced healthcare system also needs 
to address the structural problem· of primary care being provided predominantly In the private sector 
and hospital c_are in the public sector. From the survey of the Hong Kong pop~lation in the Thematic 
Household Survey In 201.3, 56.B% of the 210931100 consultations were attributed to private practitioners 
of Western medicine and 11.7% were consultations with private practitioners of Chinese medicine. 
Consultations in the out-patient departments of the Hospital Authortty attrib.uted 26.6% of all 
consultations (1]. From 2007 to 2013, the prevalence of chronic disease had Increased from.16. 7% to 

19.2% (2). With the ageing of Hong K~ng's population, the prevalence of chro~ic disease is expected to 
Increase 1urther. Managing the e)(pected dem~hds on health services from multlmorbldlty will require 
systemic approaches to. integrate pr.imary care with secondary care and hospital services. Future 

investigation should be performed to adjust the public-private imbalance in outpatient and primary care 
of chronic diseases. 

VHIS Minimum Requirements and Premium 
The 12 mrntmum requirements undoubtedly Increase medlcal coverage of the public and transparency 

of the policy. The government needs to work with the insurance industry to ensure the feasibility of 

these rnlnlmum requirements. People who have pre·~xlstlng medrcal conditions are most benefited_ by 
th·e VHIS, and they may join the scheme within the first year of launch. People older than age of 40 with 

pre·eXisting medical conditions mav not be covered starting from the second year. A detailed study of 
the impact of this policy needs to be made. There -is a need to assess the probability Of the proportion 

of patients with pre-existing medical conditions who wolJld·take up the VHIS Jn the first and subsequent 
years. If the take up rate Is hlgh,.there wl!l be an Impact on the publlc funds needed for the high risk 
pool; if it is low, then it could negate the effect of shifting deman.ds from the public to the private sector, 

as these people with pre-existing conditions would continue relying on the publfc sector and the 
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demands and pressures on public hospital services would not be eased. The sustainability of VHIS relies 
on the enrollment of young healthy people below 40 years old. The consultation document has a 

. modest estimation of 3% increase in private insurance uptake in 2016 (to 26%), and 6% increase in 

uptake In 2040 (to 27%) as compared to the basellne scenario. 

Based on the experience In the West, the uptake of voluntary private health Insurance can range from 
11% In the UK to 86% In France (3J.There Is In general a negative relatlonship between premiums l~veJs 

and the probability of having voluntary private health insu~ance. Most of the research of the current 
VHIS was based on srrnllar systems In the West where the acceptance and wll!lngness to pay was high;· 
average household spent >2% of the annual income for the premiums in a study in Europe [4]. However, 

the situation in Asia may be different. A survey in Malaysla suggested the willlngness to pay among 
people in the mid-high income brackets was <1% of their household income (SJ. In 2011~ the average 

household income in Hong Kong is HKD 242,400 (6]; the sl.lggested average annual standard premium of 
HKD 3600 (In 2012 constant prices} Is translated to t5% of the average household Income. Tax 

reduction of HKD 450 will only reduce the premium to 1.3% of annual household income, which may not 
be a sufflclent incentive fo'r an average person Jn Hong Kong. Voluntary enrollment of t_he young 
population after year 2 of implementation rnay be affected by the relatively high premium. CU HK 

therefore recommends the government to investigate the willingness to pay among the young; healthy 

population In Hong Kong. A careful study on th.e balance of the amount of protection and the premium 

will be pivotal to the success of the VHIS. Mechanisms for cost control may also be required to keep 

premiums affordable, 

High Risk Pool and Public Healthcare Financing 
To encourage the Insurance lndus~ry to accept high risk appl!cants1 the use of public funding to set up a 
high risk pool (HRP) is justifiable. By 20401 VHIS may reduce the public inpatient discharge by 5% and 

Inpatient bed days by l%. Vast majority of Hong Kong people st!ll rely on publlc hospital service. VHIS 
targets only the middle class segment. Based on the experience of countries under The Organiz.ation for 

Economic Cooperation and Development !OECD), private health insurance wilJ increase overall 
healthcare demand, which offsets the shift In cost from public to private sector. In the OECD countries 

where private health insuranc~ has been actively promoted by government as 'duplicate insurance1
, 

·Individuals with private health Insurance have been .shown to continue using public healthcare services 
[7]. With a minimal expected reduction in proportion of public healthcare expenditure in 2040 {53% to 

S:l%) and lnflatloh of healthcare e~penses, CUHK recotntnends the government to review the 
assumptions of the projected impact of VHIS on public inpatients discharge and inpatients bed pays and 
to keep full commlttTieht Jn publlc healthcare financing even after the launching of the VHIS. A 
mechanism should be installed to mpnitor the utUization of pubHc healthcare resources, which will serve 
as the basis for future adjustment ofVHIS and healthcare financing system in Hong Kong. 
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CUHK understands thatthe VHIS does not intend to cover a group policy being held by an employer for 

the benefit of Jts employees. Emp[oyer~provl.ded group medical beneflt.s are the second la.rgest ·financing 
source of private health e)(penditure (only behind out-of-pocket paym~nts), contributing more to the 
overall fthanclng of healthcare system in Hong Kong than indMdually purchased insuran.ce (SJ. We 

suggest the government to take a closer look at the future posslbrllty·of better Integrating the group 

policies into VHIS, as not only it represents a large market share, but th·e me.mbers currently covered are 
healthy productive lndlVld~als that would benefJt the overall risk pool, If successfully migrated to '!HIS. 
As one project conducted by CUHK researchers suggests, some employers wefcome the Jdea and indeed 

this could lead to a win-win-win situation among government, employer and employees [9j. 

Supporting Infrastructure 

. CUHK acknowledges th!? increase in university intake a~ medical, nursing and allied health st.udents since 
the academic y~ar of 2012/13. This wlll increase the pool of new graduates of the healthcare profession 
to support the increasing demand. With a Hmlted capacity of post-graduate ~raining In publlc hospttals, 
CUHK recommends the go\/ernment to support new initiati\/es in specialist tr:aining. On top of.. 
manpower, the government should also support the development of Infrastructure of the private sector 
including beds numbers and healthcare facilities. The future teaching hospital of CUHK will be a unique 
model lht~gratlng doctor training and private·patlent service. In 2040, the private sector is estimated to 
expand by 36% with the launch of VHIS. A significant portion of healthcare workers may move from the 
pubHc to the private sector and. as the doctor to patient ratio 'is lower in the private sector .thari the 

public sector, accurate manpower projection with regular monitoring Is mandatory forthe sustalnabll!ty 
of the dual-track healthcare system in Hong l<ong. 

Regulation of VHIS 
CUHK supports the ~stabl(shment of a regulatory agency under Food and Health Bureau to overlook 
claim disputes of the VHIS. Careful auditing and transparent reporting of cost to run the regulatory 
agency Is recommended. The resolution of cla!ms'can be very expensive, and will Involve both legal and 
medical expertise. CUHK recommends the governm~nt to monitor closely the resources and expenses 

required and minimize drainage of public money Into lltlgatlon processes. 

Consultat1~11 on Regulation of Private H~althcare Facl!ltles 

CUHK welcomes the proposed regulation .of private healthcare facilities as patient safety should be set 

.as the first priority of all healthcare services. In fact, public hospitals under Hospital Authority and m.any 

privat~ hospitals have joined th.e accreditation of the Austraf_ian Council of ~eal,hcare Standards (ACHS). 
Based otl Australlan experience In the accreditation of healthcare organlzatloris, the success of the 
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program Is strongly !Inked to the mindset of people; a mindset that the regulatlon ls an opportunity to 
improve with external resource rather than a burden to the organi2ation (10]. While private hospital 

may have the resources to comply wfth these reguf atlons, the government should work with different 
stakeholders including medical group and clinics on the implication of resources and real-life feasibility 

of the proposed regulations. In the present proposal, cllnlcal audit and credentlallng of doctors are not 
required for facilities providing high-risk medical procedures in ambulatory setting. For pat!ent safety, 

mechanisms for clinical audit and credentialing should be investigated for all doctors or facilities 
performing high risk procedures. The government should also support and fac!Utate the operation of 
private ambulatory service units that can comply with the propo$ed regulations. 

Complementary Strategy for a More Integrated and Balani:;ed Healthcare System 

The Government policy for public private partnership Is a cr\t!cal strategy to build a more Integrated and 

balanced health system. Impressive progress has been made in the development and piloting of several 

· prograrnrne.s. Acadetnlcs wrthln the Faculty of Medicine of the University have been researc~lng there 
initiatives to identify factors which would be critical for the success of the strategy (11, 12]. We have. 

also conCfucted policy courses In conjunctfon with' the World Bank Institute and the Asla Network for 
Capacity Building In Health Systems_ Strengthen Ing for Senior Officials in the Region to provide them with 

the skllls to both engage the private sector and in applying policy instruments which wilt enable the 
private sector contribute to health system goals (13J. Hong Kong shares many of the challenges of the 
jurisdictions in Asia with a mixed health system of publi~ ~nd private financing and delivery. Much more 
research and study needs to be done the strategy of publlc-prlvate partnerships Is to real!ze Its potentfal 
of enabling a more integrated and balanced health system. CUHK recommends the. government 

examine how this important and critical research should be structured and funded as a priority. 
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