2. BACKGROUND: 


HONG KONG AND ITS HEALTH CARE SYSTEM





Hong Kong is situated at the south-eastern tip of China and comprises Hong Kong Island, the Kowloon peninsula and the New Territories, including 235 outlying islands. On July 1, 1997 the government of China reestablished its sovereignty over the region marking the end of some 150 years of British administration. Hong Kong is now a Special Administrative Region (SAR) of the People�s Republic of China. Under the 1984 Sino-British Joint Declaration, the existing economic, legal and social systems will be maintained for at least 50 years after 1997.








2.1 	Population


 


The mid-year population of Hong Kong was approximately 6.5 million in 1997. The actual population growth rate between 1987 and 1997 was 1.5% per annum, and the latest projected growth rate for 1996-2016 is 1.3% per annum. The population of Hong Kong is severely aging as illustrated in Table 2.1. The overall dependency ratio has been falling but this trend is projected to be reversed by 2016 due to a much greater proportion of elderly.





Table 2.1     Age Structure Of Population





Year�
1977�
1987�
1997�
2007�
2016�
�
MID-YEAR POPULATION TOTAL�
4,583,700�
5,580,500�
6,502,100�
7,465,400�
8,205,900�
�
�
�
�
�
�
�
�
Proportion of population:�
�
�
�
�
�
�
0-14 years (%)�
29.0�
22.6�
18.1�
15.2�
14.5�
�
15-64 years (%)�
65.3�
69.5�
71.5�
73.5�
72.2�
�
over 65 (%)�
5.7�
7.9�
10.4�
11.2�
13.3�
�
TOTAL�
100.0�
100.0�
100.0�
100.0�
100.0�
�
Dependency ratio (per 1,000 population aged 15-64 yrs)�
531�
438�
398�
360�
384�
�
Source: Hong Kong Annual Digest of Statistics�
�
�
�
�
�
�
�
Hong Kong Population Projections 1997-2016�
�
�
�
�
�
�
�
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2.2 	Health Indicators





Life expectancy at birth was 76 years for men and 82 years for women in 1997�. In 1997, the infant mortality rate was 4.0 per 1,000 live births down from 19.0 per 1,000 live births in 1970. The maternal mortality ratio per 100,000 live births was 7.0 over the 1990-96 period. These basic health indicators compare favorably with other developed countries. 





Hong Kong has completed its epidemiological transition from communicable to chronic diseases. The leading causes of death in Hong Kong tend towards chronic diseases. In 1996, Hong Kong and the United States (US) shared similar major causes of death. In particular, cancer and cardiovascular diseases are the main causes of mortality and morbidity (Table 2.2).





Table 2.2     Ten Leading Causes Of Death, 1996





HONG KONG�
UNITED STATES


�
�
Causes of death�
Deaths�
% of Total�
�
Causes of death�
Deaths�
% of Total�
�
Malignant neoplasms





Heart Disease





Pneumonia, all forms





Cerebrovascular diseases





Injury and Poisoning





Nephritis, Nephrotic 


Syndrome & Nephrosis





Septicaemia





Chronic Liver Disease & Cirrhosis





Diabetes mellitus





Bronchitis�
10,125





4,833





4,189





3,087





1,660





938








676





446








429





339�
31.59





15.08





13.07





9.63





5.18





2.93








2.11





1.39








1.34





1.06�
�
Diseases of heart 





Malignant neoplasms 





Cerebrovascular diseases





Chronic obstructive pulmonary diseases





Accidents & adverse effects





Pneumonia and influenza





Diabetes mellitus





HIV infection





Suicide





Chronic liver disease & cirrhosis�
733,834





544,278





160,431





106,146








93,874





82,579





61,559





32,655





30,862





25,135�
31.60





23.44





6.91





4.57








4.04





3.56





2.65





1.41





1.33





1.08�
�
Ten leading causes of death�
26,722�
83.38�
�
Ten leading causes of death�
1,871,353�
80.58�
�
Sources: 	Hong Kong Annual Digest of Statistics, 1997


		US National Center for Health Statistics Homepage








�
2.3 	Political and Economic Systems and Development





The Government of the Hong Kong SAR is the executive authority of the Region, led by the Chief Executive (CE) who is elected by a special electorate body for a five-year term. The Legislative Council has a total of 60 members. Of these members, 20 are elected by popular vote, 30 by functional constituencies (e.g., engineering, accounting, medical, banking, health services), and 10 by special election committee. The Executive Council assists the CE with policy-making. The Administration is organized into the Government Secretariat and departments. The Government Secretariat bureau formulates policies and initiates legislative proposals. Departments implement laws and policies and provide direct services to the public. Bureau secretaries are civil servants, rather than political appointees.





Between 1987 and 1997, GDP grew from HK$384 billion to HK$1,340 billion, representing a nominal annual growth of 13.3%. During this decade, Hong Kong completed its transition from a manufacturing based economy to one which is service based. It is the world's seventh trading economy and the ninth largest exporter of services. Hong Kong has maintained a low tax rate and adopted a policy of linking the increase in public expenditure with GDP growth.





The government, business leaders and a large segment of the public ascribe �laissez-faire� to their bedrock political philosophy. Laissez-faire describes accurately the SAR government�s general policy towards almost all activities taking place within Hong Kong, most notably the business sector as well as the health sector. The term denotes a philosophy where government intervention in terms of standard setting and regulations are kept to a minimum and the economy is largely left to the market to structure and organize.








2.4 	Historical Development of the Health Care System





The laissez-faire approach to public health dates back to the early colonial government of the 1840�s and has characterized the subsequent development of public health services. Provision of health services (apart from government employees, police and prisoners who had access to government hospitals) was left to the market, with partial funding from the government for the initial outlay. 





By the early 20th century, a �tripartite� hospital system had developed with the government, subvented hospitals and private hospitals providing services. There was still no discernible health policy in the early 1950�s, but an ad hoc expansion of services in response to demand pressures. In 1964, the government published a White Paper entitled The Development of Medical Services in Hong Kong, the first consolidated and publicly available document detailing the government�s development plans. The thrust was to build more hospitals, expand the subvented sector and to increase the bed-to-population ratio to 4.25 per 1,000. A decade later, these objectives were largely achieved. Further forward planning under the Medical Development Advisory Committee produced the a second White Paper in 1974.





The first Secretary for Health and Welfare, appointed in 1983, initiated an independent review of the hospital sector. This resulted in the Scott Report of 1985 which led to the proposal to create the Hospital Authority. Accordingly, in 1989, the Medical and Health Department was split into a new Department of Health (DOH) and a Hospital Services Department (HSD). The latter eventually became the Hospital Authority (HA) in December 1990.








2.5 	Current Structure of Health Administration





The Health and Welfare Bureau is the policy-making body responsible for health. It oversees both the Department of Health and the Hospital Authority. The mission of DOH is as the Government�s health advisor and agency to execute health care policy, statutory functions, licensing, inspection, food and drug safety. It assumes public health functions of promotive, preventive, curative and rehabilitative services, and manages public primary health centers.





The HA was established as a quasi-government statutory body under the Hospital Authority Ordinance to manage all public hospitals in Hong Kong. HA is independent from, but accountable to the Government through the Secretary for Health and Welfare, who is responsible for the formulation of health policies and monitoring the performance of the Authority. The HA has considerable financial and operational autonomy and has a powerful and independent Board of Directors. HA has initiated many managerial and structural reforms in the organization of public hospitals as a conscious move away from the formerly bureaucratic structure towards a more transparent and service-oriented management culture. 








2.6 	Health Care Financing





Total health care expenditure in 1996/97 was HK$56.2 billion (4.6% of GDP) with 54% financed by the public sector and 46% by the private sector. Public health care spending increased significantly between 1987 and 1997. In contrast, spending on other major social sectors such as housing and education remained relatively stable as a percent of GDP. Over the same decade, private health care expenditure increased. Households� health expenditure accounted for 4.1% of total private consumption in 1986/87 and 5.1% in 1996/97�. 





2.6.1 	Public Expenditure





	The bulk of public expenditure on health, financed through general tax revenues, are channeled through the DOH and the HA. Ninety-three percent of DOH�s expenditure is financed by general revenue, with the remaining portion recovered through fees and charges. The types of charges collected include outpatient and dental charges, charges for licensing drug manufacturers and for registration of health professionals.





Ninety-six percent of HA�s revenues come from the general government budget. Government funding to HA consists of three block grants: one for all recurrent expenditure which HA can deploy flexibly and retain any unspent funds in its reserve up to a maximum of 5% of its budgeted expenditure and two capital grants specifically for plant and equipment and information technology which cannot be spent for other purposes without the Government�s approval. 


The allocation to HA is determined by the Government and approved by the legislature on an annual basis. In determining the grants to HA, the Government will normally provide the baseline expenditure for HA to operate its existing services, make available additional resources for the commissioning of new facilities mainly on a unit bed cost formula and allocate, on a competitive basis with resources bids from other policy areas, resources for new or improved services. 





Under the present funding arrangement, income generated by HA from patient fees and other activities, with some exceptions, is accounted on an actual basis for offsetting Government subvention. HA is allowed to seek donations which is not taken into account in determining Government grants. HA may also retain 50% of the income from any real increases in fees. Patients pay a fixed flat rate for hospital and specialist services. 





While HA is allowed to generate revenues from fees and seek donations, the determination of HA fees and charges is subject to the direction of Secretary for Health and Welfare; the HA has little room for making decisions on fee increases. Treatment of new sources of income is to be determined with the Government on a case by case basis.





�
2.6.2 	Private Health Care Financing





Total private health expenditure in 1996/97 was HK$26 billion (2.2% of GDP). The majority of private expenditures are financed by out-of-pocket household expenditures. The rest includes privately purchased health insurance and medical benefits provided by employers. Employer-provided medical benefits take one, or a combination, of the following forms: 





Indemnity insurance policies purchased from private insurance companies


�Contract medicine� whereby employers directly contract with physician groups to provide services to employees at a negotiated fee schedule


Participating physicians agree to accept the negotiated fee as full payment


�Prepaid� coverage whereby employers directly contract with physician groups to provide service to employees by capitation





Private individual insurance mainly consists of indemnity insurance policies which pay providers on a fee-for-service basis with caps on maximum amount of reimbursement. In 1997, there were about 2 million group and individual health insurance policies.





Recently, managed care has also begun to operate in Hong Kong. One large insurance company has launched a managed care plan where it acts as an intermediary for negotiating fee schedules with physicians and has made some initiatives for reviewing quality of care, utilization and �gatekeeping�.








2.7 	Provision of Health Services





2.7.1 	Public Health





The DOH is responsible for public health including health education, occupational and student health, prevention and monitoring of communicable diseases such as tuberculosis (TB) and HIV.





2.7.2 	Ambulatory Care





Private sector physicians provide approximately 85% of ambulatory care, while 15% is provided by the public sector. On average, Hong Kong residents had about 9 outpatient visits per year in 1997/98.








Public


The DOH operates 59 general outpatient clinics, which provided 4.3 million physician consultations in 1996, with a staff of 470 doctors. Specialist consultations are provided by outpatient clinics in the hospitals of the HA. In 1996, there were 5.5 million specialist outpatient attendances. Generally speaking, physicians working in the public sector do not have private practices, although in recent years, several senior specialists in HA hospitals have been given permission to take on private patients. Physicians working in public hospitals and clinics are salaried. Prior to 1990, public sector health professionals were civil servants. Now those working in HA are considered employees of HA.





Private


Of a total of 8,065 doctors in Hong Kong in 1996 (1.3 physicians/1,000 population), approximately 4,400 (55% of all doctors) were in private practice. The majority are general practitioners, with some combining specialty care with their general practice. The actual proportion of private doctors who practice as specialists only is very small. Most general practices are solo practices, although many have more than one office. Private medical practitioners can dispense drugs, and a single fee is charged for consultation and medication. Drug charges represent a significant portion of their income.





Private sector physicians are structured to serve two major population groups: the lower income group, and the middle and upper income patients. Private doctors serving the first group are mostly general practitioners, with clinics located mainly in public housing projects. They operate 6-7 days a week, each doctor seeing an average of 40-50 patients in an eight-hour day and charging HK$145-245 per visit (including a 2-day drug supply). Physicians providing outpatient consultations to the second group are usually located in major business and shopping districts, with clinic hours compatible with business office hours. Most practitioners combine general practice with specialist care and fees range from HK$300�350 per visit (including drug charges). Each doctor usually sees approximately 30-40 patients per day.





2.7.3 	Inpatient Care





The public sector provides approximately 92% of total bed days, while the private sector accounts for the remaining 8%. In 1997, total number of beds were 30,360 (4.7 beds/1,000 population); 25,974 in HA hospitals (4.0 beds/1,000 population), 3,514 in private hospitals, 769 in correctional institutions and 72 operated by the DOH.





Public


In 1997, a total of 44 public hospitals and institutions and 49 specialist out-patient centres were managed by the HA. HA�s hospitals and clinics were staffed by 3,449 doctors, 18,919 nurses, and 4,392 allied health professionals. In 1996/97, average bed occupancy rates in public hospitals ranged from 83% for general inpatient services, to 89% for psychiatric inpatient services. 





The major public hospitals also serve as teaching centers with the latest medical technology. Beds are divided into 3 categories: general ward, semi-private and private. Civil servants have to pay for inpatient services in public hospitals at a reduced rate as specified in the Civil Service Regulations. Inpatient fees for general wards (with revision based on the rise in average operating cost of all HA hospitals) amounts to HK$68 per day. Semi-private wards charge approximately HK$600-800 per day, while private wards (first and second class) charge the maintenance fee per day plus itemized charges. For those who are on public assistance, HA hospitals waive all charges.





Private


There were approximately 3,514 beds in private hospitals and nursing homes as at December 31, 1996. In 1996/97, occupancy rate in the private hospitals was only around 35%. While the private sector allows choice of doctors, has shorter waiting times and better amenities, services are much more expensive. Census & Statistics Department survey statistics show that median total charges for private hospitals for a stay of 3 days were HK$9,900 (close to one month�s earnings of a fully employed worker). The physician�s charge (especially surgeons� fees) could be multiples of the hospitals� charge. 


� Provisional 1997 figures by the Department of Health


� P. 57, Health Care Expenditure and Financing in Hong Kong, Research and Library Services Division, Provisional Legislative Council Secretariat, 22 January 1998 and DHA accounts
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