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5. DEVELOPING OPTIONS: 

IN SEARCH OF A PARADIGM CHANGE

This section describes the financing and delivery options developed for Hong Kong.  The health care financing and delivery options developed for Hong Kong are the result of a detailed formulation process.  That process started with a clarification of social values and guiding principles, and included a review of international experience and previous reform proposals for Hong Kong. This was followed by the gathering of evidence to assess the current system’s performance, and extensive consultation with constituencies regarding the political and institutional feasibility of different options for change. Before introducing and analyzing the reform proposals, the following section briefly describes this preparatory framework, including the guiding principles and objectives that underpin the proposals.

5.1 
Guiding Principles


One initial and fundamental task of the Harvard team was to work with the Steering Committee to clarify what ethical principles should guide the reform of Hong Kong’s health care system. Since resources are limited, every society must make trade-offs in its health care system when pursuing multiple goals, such as equity, efficiency, quality, and cost control.  The benefits a society is willing to give up in exchange for other advantages will depend on its beliefs and values as well as on the prevailing political possibilities. For example, health care that is provided on the basis of need and financed according to a person’s ability to pay, reflects an egalitarian ideology with a strong emphasis on equity, while health care that is provided and financed through voluntary, private insurance reflects a libertarian ideology with an emphasis on individual liberty and choice.  To clarify the trade-offs Hong Kong is willing to make, the Harvard team prepared cases that incorporated many of the key issues and institutional features of the Hong Kong system. The Steering Committee was given varying options to address the problems in Hong Kong. There were varying opinions among the committee members on the optimal choice for reform, indicating a divergence in philosophical approach; in the end, however, a general consensus emerged on the following guiding principle:

Every resident should have access to reasonable quality and affordable health care. The government assures this access through a system of shared responsibility between the government and residents, where those who can afford to pay for health care should pay.

We were given another guideline as well. The Basic Law specifies a principle for government budget.  The expenditure and the revenue should be balanced.  Budget deficit is to be avoided whenever possible.  Over time, the budget should grow in commensurate with the growth rate of  Hong Kong’s GDP.  For the Harvard team to develop an analysis and strategic options for health system reform, the Finance Bureau has indicated that they would accept a working assumption that government spending on health care would grow in line with the overall growth in government spending.  In other words, its share of health care financing would be kept at a constant share of GDP.

5.2 
Methods: An Evidence-Based Consultative Approach


To develop rational and credible reform options that embody the guiding principle of the Hong Kong system, the Harvard team used an evidence-based approach. As described earlier in the report, we organized and analyzed the relevant data and gathered new information to fill in any missing gaps. Our findings and recommendations are based on the analysis of this evidence and on our investigation into the political and institutional feasibility of alternative reform options.  

In addition, new information was produced for this study. This information played an important role in our findings and recommendations. For example, Domestic Health Accounts were developed to provide a systematic and accurate accounting of total public and private health care expenditures based on international standards. Households were interviewed by telephone and focus group studies were conducted to ascertain Hong Kong residents’ health care utilization behavior and their satisfaction with the quality of services. To understand the current practices and challenges facing private doctors, the study also included a provider survey done jointly with the Hong Kong Medical Association. Financial projection and micro-simulation models were designed to project future health care expenditures, both under the status quo and using alternative options. 

In developing options, we significantly relied on international experience (see Special Report #2: International Health Systems Comparison).  No nation has a perfect health care system.  More importantly, every society has its own history, culture, social values, health needs, politics, institutional base and management capability.  We do not believe it is wise for any society to copy another society’s system.  Instead, we tried to incorporate the best features of various systems which we think are viable and workable for Hong Kong.  At the same time, we tried to learn from the failures of other nations so Hong Kong does not have to repeat them.  For examples, Option D argues for mandated individual savings to fund long term care, an idea that comes from the experience of Singapore and Japan.  The strategy to improve efficiency and quality by separating the Hospital Authority’s dual role as the supplier-cum-buyer comes from the experience of the UK, Sweden, and New Zealand.  Option E argues for developing competitive integrated health care systems, drawing upon the experience of the UK, USA, Germany and Australia.

We rejected the “USA managed care model” because managed care organizations overtly intrude into clinical decisions, interfering with doctor-patient relations and incurring exceedingly high administrative costs.  While the “USA managed care model” has produced some significant beneficial effects (e.g., improved productive efficiency), the negative impacts outweigh the positives.  Moreover, managed care cannot achieve universal coverage, so its adoption would compromise the equity of Hong Kong’s system.

Previous proposals for reform of Hong Kong’s health care system were also reviewed. These included the Scott Report, the Government of Hong Kong Consultation Document Working Party Report on Primary Health Care, December 1990, Health for All: The Way Ahead, Towards Better Health, July 1993 (better known as ‘The Rainbow Document’), and proposals by Hay, Yuen, Ho and others.

Political and Institutional Feasibility


A critical element of designing appropriate reform options is to ascertain which options are most acceptable in light of Hong Kong’s political environment and institutional reality.  Our recommendations were analyzed for their political and institutional feasibility.  As part of this process, the Harvard team undertook extensive consultation with major stakeholders. Our Steering Committee consisted of both government officials and non-government members who met every six to eight weeks to provide guidance regarding the performance of the current system and acceptable reform options. We also consulted directly with the major constituencies, including government officials, leaders of major political parties, business and labor leaders, patients’ rights organizations, the Consumer Council, major employers, and insurers.  We also met with organized medical groups that included the Hong Kong Medical Association, the Estate Doctor’s Association, the Public Doctor’s Association, the Government Doctors’ Association, the Hong Kong Academy of Medicine, the Hong Kong College of Family Physicians, the Health and Medical Development Advisory Committee, medical group practices, private hospitals, nurse associations and the Hong Kong Pharmaceutical Association.  The study also conducted focus groups to gain a better understanding of patients’ perspectives.  (See Appendix B for a list of the people and groups consulted during the study.)

5.3 
Objectives


The range and development of available options need to be considered in light of the achievements and remaining weaknesses of Hong Kong’s health care system. Although the achievements and the areas needing improvement in Hong Kong’s health care system are explained in greater detail in Chapter 4, both are summarized here to highlight how our recommendations strive to enhance the achievements and address the areas needing improvement.

· Maintain and enhance equity. One key achievement of Hong Kong’s system is equity in terms of access and utilization, resource distribution, and financing.  Since equity is largely accomplished by a heavily subsidized public system, however, it is not clear whether this equity is “sustainable” under the current financing arrangements.

· Further strengthen efficiency and quality of services. As a result of the 1990 reform of the public hospital sector that established the Hospital Authority (HA), Hong Kong has also benefited from steady gains in certain aspects of quality and efficiency. Technical quality has risen and personnel attitudes have improved. Yet, a lack of continuity in care across the different sectors is still a major problem, especially for the chronically ill. The remaining inefficiencies and quality problems are beyond what organizational and management changes alone can achieve.

· Enhance cost-effectiveness. The cost-effectiveness of the Hong Kong system also compares favorably with other advanced economies. Yet in light of several important caveats, such as Hong Kong’s relatively young population, it is difficult to be confident that cost effectiveness is a true achievement of the current health care system or simply the reflection of a smaller elderly population. Since the elderly demand a greater share of the health budget, countries with a younger population overall, such as Hong Kong and Singapore, should have fewer financial constraints in the health sector.  In Hong Kong, this fact may make the health system appear to be more cost effective than it is. 

· Improve quality of health care.  Although Hong Kong boasts some of the best health care practitioners and facilities in the region, there is also considerable evidence of widespread sub-standard medical practice that compromises the quality of health care and, in some instances, the health of Hong Kong’s residents.  In other words, the quality of health care is highly variable.  Overall, there is a lack of effective mechanisms to ensure high quality medical care, particularly in the private health sector; a lack of ongoing medical education for general practitioners (GPs); and minimal independent, outside review of medical practices. Studies conducted on drug prescribing behavior, physician/patient communication, waiting times, and time physicians spend with patients raise serious concerns about the medical care that Hong Kong residents receive. Equally important is the absence of information on the outcomes of care and the performance of providers, either because it is not being collected or is not made available to the public.

· Improve financial sustainability. Another significant area needing improvement is the lack of financial sustainability of the system. Public health care financing has been absorbing an increasing share of GDP, and this trend will continue as expectations for quality health care rise, the population ages, and technology continues to improve, crowding out spending on other vital services such as education, housing, care for the elderly, and infrastructure. Contributing to this lack of financial sustainability is the fact that public funds are not well targeted, either by service (e.g., health promotion and disease prevention vs. inpatient services) or by population group (those truly needing public support vs. those able to pay on their own).

· Improve organizational sustainability. Hong Kong’s health care system is hospital-based and highly fragmented, threatening the organizational sustainability of the system.  Fragmentation – between primary and inpatient care, acute and community services, and the private and public sector – often results in the duplication of services, discontinuity of health care and confused patients.  Problems in quality and efficiency follow.  More importantly, such a system does not support the integrated and continuous care which is needed to deliver quality and efficient care to a population increasingly suffering from chronic illnesses.  There is also another problem.  Hospitals are the dominant institution in health care.  The HA is staffed almost completely for specialty services, influencing the direction and priority of health care and leaving family and community medicine underdeveloped.  Similarly, Chinese medicine, which chronically ill patients find beneficial, is left out of the organized medical system.


Our recommendation is that Hong Kong should choose those options that uphold its guiding principles and that enhance the achievements of the current system while addressing the areas needing improvement. These factors are summarized in five specific objectives of reform:

· Maintaining and improving equity;

· Improving quality and efficiency;

· Improving financial sustainability by managing the government budget on health and by better targeting of government subsidies;

· Meeting the future needs of the population; and

· Managing overall health expenditure inflation.

5.4 
Options: Description and Implications


In presenting the five health care financing and delivery system options for Hong Kong, we first describe each option and then discuss the implications of adopting that option in light of the five objectives of reform.  The description of each option concludes with a discussion of its impact on major stakeholders in Hong Kong’s health care system.

5.4.1 
Option 1: Maintaining the Status Quo

Description


A detailed description and analysis of the current system is in the main body of this report. 

Implications for Meeting Objectives


The health system in Hong Kong has many strengths when compared with other systems, so avoiding change may seem to be a viable option. Certainly the political feasibility of the status quo makes it attractive.  As evidence from the study on the current system’s weaknesses illustrates, however, doing nothing will only postpone needed changes.  The status quo is not financially or organizationally sustainable in light of projected demographic, epidemiological and other changes.  Delaying reform will only exacerbate the existing problems and necessitate more drastic changes at a later date. 


In particular, attempting to maintain the status quo will not meet the objectives of managing the government health budget or targeting funds for those who cannot afford to pay on their own.  The current system also does not provide adequate primary care or prevention services, which will become increasingly important in the future.  In fact, certain features of the present system of financing and organization are inimical to improved financial sustainability and the better use of public resources. For example, public financing of inpatient services becomes increasingly less well targeted to low income people as quality improvements attract patients from the private sector who are able to pay for their own health services. If on the other hand pressure on the public budget leads to quality stagnation in the public sector, targeting may improve at the expense of the current system’s achievement of equity.  In either case, doing nothing would also forfeit the opportunity to overcome fragmentation, improve quality and efficiency, prepare to meet the future needs of Hong Kong’s population, and manage the overall cost of health care inflation.

Implications for Major Stakeholders


Under this option, the government treasury would be the most directly affected, since the rising demand for health care will necessitate increasing government funds for public health facilities. According to our projections, by 2016 public expenditures on health under the status quo may represent 3.4 to 4.0% of GDP and absorb almost 20% of total public expenditures. Superficially, it may seem that other major stakeholders will remain unaffected; in the long run, however, the general public could be adversely affected. When government spending for health care increases, there will be proportionally less funds available for other important programs such as education, housing, and infrastructure.  As a result, it is difficult to judge whether the average resident in Hong Kong will be better or worse off in the long run under this scenario.

5.4.2 
Option 2: Cap the Government Budget for Health Care

Description


Capping the government budget for health has many of the features of the first option, since the only measure involved is setting an explicit upper limit on government health care expenditures (or a limit on the rate of growth of those expenditures).  This option amounts to elevating the government budget goal as the sole reform.  

Implications for Meeting Objectives


Analyzing the implications of capping the government budget requires thinking through a cycle of events, because each consequence of lowering public expenditure causes a reaction in the private sector that in turn affects the public sector. Each of the sequences of actions and reactions that we will describe shares one common feature: its effect is to undermine the effectiveness of capping the public budget, since pressure from many channels will build to increase the public budget.


Capping the government budget will lead to lowering the quality of public health services.  Patients who have the means to go elsewhere for their care will choose to go to the private sector, leaving the elderly, poor and sick in the lower quality public sector.  Demand for private services and private insurance will increase. For-profit private insurers and providers will select patients that are profitable. These people tend to be the affluent and healthier.  Those who are left out by the private sector – people with less money and more health problems – are more costly.  Therefore, even if fewer patients seek care in the public sector, they will be comparatively expensive.  The public sector will then be left without the healthier patients to pool the risk with the older and less healthy patients, leading again to pressure to increase the cap on the government health budget.  


Another important implication of capping the government health budget is that “managed care” is likely to develop quickly in the private sector.  As noted above, if the government caps the budget, more residents--especially healthy workers and their families--will shift from using public facilities to buying private insurance. As greater demand for private sector services leads to greater competition among insurance plans, more employers will find managed care organizations attractive as an intermediary to manage a range of health care services for them.  This employer demand for managed care will induce a supply response, accelerating the expansion of “managed care” in Hong Kong.  A corollary to this expansion will be the increase in premiums for regular (non-managed-care) insurance coverage as managed care usually tightly controls (or excludes) expensive services.  Some residents who would otherwise like to buy that kind of insurance will then find coverage too expensive and may exert pressure on the government to provide similar expensive services in public facilities.


Moreover, private providers and private insurance companies enrolling consumers on a voluntary basis will attempt to provide services that can attract affluent patients, and for which they can charge a high price. Private hospitals will try to attract affluent patients by purchasing prestige-enhancing equipment and by hiring the best known doctors with high compensation.  For providing this level of quality, the private sector will increase its fees, forcing some people to be excluded by the increase and to go to the public sector. Private sector innovations will put pressure on the public sector, which will eventually need to raise salaries and buy similar equipment because of public and physician demand.


In sum, capping the government budget for health care will not be effective in managing the government health care budget in the longer term. This option will also not address the objectives of improving quality and efficiency and meeting the future needs of the population. For example, there is no mechanism to improve patient education or an institutional incentive for general practitioners to receive continuing medical education, two areas that are important for reducing the highly variable quality of the current system. Once the private sector is permitted to develop and gain a significant share of the market, it often becomes difficult to regulate. Compartmentalization will continue or worsen.

Implications for Major Stakeholders


With a cap on government health spending, the general public will be worse off because the system will become less equitable.  A limited budget will lead to reduced quality of services in public facilities, but many of the poor, elderly and sick will not be able to afford private sector providers.  Inequity will result from this lower quality of care for those unable to pay for private sector services.  The example of the UK is instructive here.  Capping the health budget in the UK led to exceptionally long queuing times for non-emergency surgeries, explicit rationing rules, under-investment in the renovation of facilities and certain medical technologies.  


Other major stakeholders will also be adversely affected. The HA will have to operate under a tighter budget and will be forced to compromise on quality to cut costs.  The government treasury will eventually feel pressure as various interactions between the public and private sectors lead to economic and political pressure to increase the cap on government health spending, as explained above.  Private sector providers are also unlikely to benefit in the long run from this option, since they will probably come increasingly under the influence of expanding managed care plans.

5.4.3 
Option 3: User Fees

Description

The aims of raising user fees for public facilities are twofold: to manage the government budget, and to reduce the overuse of nearly free public health services. The fee has to increase steadily to assure that government expenditure remains at a constant percentage of GDP.  This option shifts the burden of increasing health care costs from the government onto households.


Two aspects of user fees need to be examined further in determining the viability of this option.  The first is how large an increase in user fees will be needed to maintain government expenditure at a constant percent of GDP; the second is the extent to which the increases will pose a financial problem for the less affluent, and what strategies need to be developed for exempting the poor and low income people. 


Our projection model shows that the share of public health expenditure in GDP is expected to increase from 2.5% in 1997 to 3.4-4.0% in 2016.  These figures imply that government expenditures on health will increase by almost 50% over the next decade.  In order to maintain the current government share of expenditure at 2.5% of GDP, the remaining funds need to be generated through user fees. Current user fees paid by patients finance 3% of total public health expenditures.  If the government maintains its health expenditure at 2.5% of GDP, 35% of public health expenditures will have to be financed by user fees by 2016.  Given that the poor and low income population will be exempt, the burden to pay for 35% of public health expenditures will fall on the non-exempt population.  This means that in the year 2016 fees would have to be set so that they can recover 50-70% of costs.


Using inpatient care as a simple example, the figures suggest that of the $2,500 hospitalization cost per day, the user fee would be $875 per day (35% as opposed to the current 3% of cost).  Given an average length of stay of 7 days, the resulting hospital bill would come close to $6,125.  This means that anyone with a low income, and certainly anyone earning $40,000 or less annually, would need to be covered by the government in case of hospitalization. Means testing mechanisms would need to be developed to identify low income patients who should be exempt from paying user fees because of their inability to pay.  In order to exempt the poor and low income households while maintaining the government's health care expenditure at a constant percent of GDP, the level of user fees would need to be even higher, since perhaps only half to two-thirds of Hong Kong residents are required to pay the user fees.

Implications for Meeting Objectives


Raising user fees is an option that focuses mainly on managing the government health budget.  This option, therefore, shares several weaknesses of the second option, capping the government health budget.  In particular, raising user fees by itself does little to improve quality and efficiency, meet the future needs of the population, and manage overall health care cost inflation.


Heavy reliance on user fees also ignores the efficiency and equity benefits of risk pooling for such infrequent events as hospitalizations.  With user fees, the sick will pay more.  In contrast, if risks are pooled, the burden for paying for an episode of care is distributed throughout the population instead of falling entirely on the person who is ill.


Means testing can lessen the inequitable impact of user fees and improve the targeting of government subsidies. But means testing has proven difficult to administer because of problems in determining the income level for exemptions and effectively enforcing the income tests.  There are significant administrative costs of checking income levels and notifying health providers whom to exempt.  Moreover, this option does not remedy the systematic problems of the Hong Kong health care system, such as the need for improving the quality of health care, integration of health care services, and meeting the future health needs of Hong Kong residents. These systemic problems are beyond the scope of what demand-side cost sharing or further improvements in HA management and organization can address.

Implications for Major Stakeholders


The implications of raising user fees for the major constituencies in Hong Kong are similar to those of capping the government budget.  User fees would have the greatest impact on the general public to the extent that the poor and sick would face a financial barrier to accessing health care.  This negative impact could be mitigated by means testing, but targeted support for those unable to pay will require funds from the government treasury, and increase the burden on those patients who can afford to pay.  Other major stakeholders would be little affected by this option, at least in the short and medium term.  

5.4.4 Option 4: Health Security Plan and Long-Term Care Savings Accounts

Description


This reform option consists of two separate components: mandatory contributions to individual savings accounts to be used to purchase long-term care insurance upon retirement or disability (MEDISAGE), and a Health Security Plan (HSP) for inpatient hospital services and outpatient services for certain serious chronic diseases.


We first describe the major features of each component, such as the benefit package, contributions and insurance premiums, administration, etc.  We then discuss targeting government subsidies to those less able to pay for themselves, and the need for a gradual phase-in of the new system over an extended transitional period.  The description is followed by a discussion of the implications of adopting this option, highlighting the features of each component that address each of the six objectives of reform, and the impact on major stakeholders.

Long-Term Care Savings Accounts: MEDISAGE

A. 
Benefit Package

Under this option, Hong Kong residents will be required to contribute to an individual savings account for purchasing long-term care insurance.  We call this savings account “MEDISAGE”.  Funds from MEDISAGE belong to the individual and can only be used to purchase a long-term care insurance policy upon retirement or disability.   This insurance will cover the costs of long-term care, usually including a combination of nursing home days, visiting nurse services and home-aid visits.
 These insurance policies will be offered by private companies.


Under this option, the purchase of long-term care insurance will be mandatory at the age of 65 in order to reduce adverse selection and increase risk pooling among the elderly who require different levels of care.  (If they are not required to buy insurance at age 65, healthier elderly individuals may delay the decision to buy insurance, creating a problem of adverse selection that can jeopardize the viability of the system.)


Since Hong Kong is not currently providing long-term care, there little data to estimate the cost of the long-term care services included in this benefit package.  However, international experience indicates that a contribution of 1% of wages over the working life of an individual may be sufficient to pay for a single-premium insurance policy for long-term care at age 65.

B. 
Contributions


Employers and employees will contribute jointly a total of 1% of wages to the savings accounts for MEDISAGE. We suggest a cap on the wage for which contributions must be made.  Whether contributions should be tax deductible or not, however, is a question for the public and government to decide.  If a worker dies before he reaches the retirement age, the accumulated fund in his MEDISAGE account becomes part of his estate.

C. 
Administration


The collection of the contributions to the MEDISAGE fund will be contracted to the Mandatory Provident Fund (MPF) that will use wage records as the basis for collecting contributions. Long-term care insurance policies will be offered in a competitive market by private insurance companies. 

Health Security Plan: HSP

A. 
Benefit Package


The benefit package for the Health Security Plan includes inpatient hospital services and outpatient services for particular serious chronic diseases, such as cancer, diabetes, and stroke (this list can be further refined). The benefit package for the Health Security Plan is designed to cost approximately 1.5 to 2.0% of workers’ wages. Coverage for dependents can be defined to include not only spouse and children but also parents, as in Taiwan.
  If parents are included, then the contribution rate might have to be raised so an adequate benefit package can be funded.


Under HSP, patients are free to choose from either public or private providers. The Health Security Fund Inc., representing the interests of patients, will pay a standard payment rate to both public and private providers.  Private providers can sign up with the Health Security Fund, Inc. to participate in the provision of services to insured individuals, but reimbursement from the Health Security Fund Inc. will be limited to standard payment rates. These rates are established through negotiation between the Health Security Fund, Inc. and representatives of the providers. This payment system can be an effective “control knob” for managing cost inflation throughout the sector (as described in the payment section below).  To allow some flexibility and choice, doctors can be allowed to charge patients above the standard price (called a “balance bill”) up to a cap. For example, that cap can initially be set at 30% of the standard price.  Patients will pay out-of-pocket for the balance billed amount.  However, to make the payment system more effective, and to reduce the incentive for physicians to charge a patient above the standard price, no private insurer will be allowed to pay for balance billing, as is the practice in Australia.

Providing insurance for inpatient care encourages hospitalization and escalates the costs of health care. To prevent overuse of inpatient hospital services, the incentives to patients must be modified with co-payment requirements for those able to pay. The precise levels of deductibles and co-insurance need to be decided according to what is most acceptable to Hong Kong residents.  Patients prefer low co-payments, but lower co-payments will mean that government, employees and employers will have to pay higher premiums.

We describe a benefit package for illustration purposes. Consider the following co-payment structure: a deductible of $2,500 (approximately the cost of a one day hospitalization) plus a 20% coinsurance on the standard payment per day. Assuming an average length of stay of 7 days, this would amount to an average $5,500 out-of-pocket payment by a patient for a hospital admission, ($2,500+($2,500*6 days*20%)=$5,500)
, approximately half of the median monthly earnings of an average employed person in Hong Kong. (Note that these deductibles and co-insurance amounts are used here for illustration purposes only.  They can be easily revised.) These co-payments will only apply to patients deemed able to pay; a means-tested exemption system would protect poor and low income patients. Furthermore, the level of the co-payment rates will vary inversely with the premiums.


To give patients more incentive to use outpatient services when it is more appropriate and cost effective, the co-insurance rate for outpatient care should be less than that for inpatient care (e.g., 15%).  The deductible for inpatient care will be indexed to increase with the rate of increase in average income over time. Neither the deductible nor the co-insurance can be paid by private insurance.  However, as noted above, poor households whose premiums are being subsidized will only have to pay a small amount in co-payments so they will not face a financial barrier to access. 

B. 
Premiums 


As mentioned earlier, the premium for the Health Security Plan will be set at 1.5 to 2.0% of wages to be paid jointly by employers and employees. Premiums for the Health Security Plan may apply only up to a certain amount of monthly wages for an employee (e.g., $40,000).  The public and government of Hong Kong will need to decide whether contributions should be tax deductible or not.

C. 
Administration


Under HSP, the Health Security Fund, Inc. will be created.  In addition to pooling risk, the Fund will also act as the informed purchaser of health care on behalf of consumers.  The Health Security Fund, Inc. will not be operated by the government, but by a quasi-governmental body, similar to the Hospital Authority and the Housing Authority, and will be supervised and managed by a Board with representatives from the government, employers, employees, and patient representatives (i.e., representatives of those who pay). Representatives for consumers and patients may be chosen through organized patients’ rights groups. The Board will direct the Health Security Fund, Inc. in negotiating with providers.  They select who should represent their interests.  The buyer and supplier may decide to cooperate on certain provisions (e.g., longer term contracts) to further both parties’ interests. To fulfill this independent and powerful purchasing role, the Board will need to include representatives that can effectively articulate patient and consumer interests, and promote fair competition between public and private providers.  Therefore, if the Hospital Authority Head Office  (HAHO) were to take on this new role, its Board membership would have to be changed to assure that only buyers’ interests are strongly represented and that the current HAHO role as the supplier of service is largely removed. 


Based on international experience with similar administrative responsibilities, auditing and fund management are estimated to entail an administrative cost in the range of 3 to 5% of total funds.

D.
 
Payment


To moderate the supply-side incentive to oversupply high-tech diagnostic test procedures or expensive drugs for insured patients, hospital inpatient services should be paid on a case basis and specialist outpatient services on a per episode or packaged basis. The payment rates will be established through negotiations between the Health Security Fund, Inc. and providers.  


Payments made on a package of services or per episode of care gives the providers incentive to provide those services efficiently.  The provider receives a prospectively agreed-upon payment for each package or case, regardless of the actual cost of individual services within the package or of the overall cost of the services for a particular patient.  Such bundled payments give clinics and hospitals the incentive to be efficient. It is also an effective policy instrument for controlling cost.  By transferring a portion of the financial risk to the provider, the provider becomes more cost-conscious in his or her recommendation of services for the patient.

E. 
Targeting Government Subsidies


Our projection model shows an ever increasing share of the government budget will be spent on health care if no change is made in the current health financing scheme.  Public health expenditure as a share of GDP will likely increase from 2.5% in 1996/97 to 3.4-4.0% in 2016 (see Section 4.2.2). This represents an increase from 12% to 21 - 23% of the total government budget.  


If the government budget for health care is constrained to remain approximately at its current share of GDP, then additional funding has to come from residents and/or employers.  Thus, under the guiding principle that those who can afford to pay should pay, the question is how to better target government subsidies without increasing the government’s financial burden, both at present and in the future.  As a working assumption, we assume that the current recurrent budget in fiscal year 1997 for inpatient services of the HA (approximately $15 billion) will be re-channeled to fund more primary outpatient services for the poor and low-income wage earners ($3 billion), and to subsidize those who cannot afford to pay ($12 billion).


1)
Expanding primary outpatient services to the poor and low-income: 20 to 25% of the prevailing inpatient recurrent budget of the HA (approximately $3 billion) may be used to establish family medicine clinics in low-income communities, such as public housing estates, and outlying areas. Assuming that each visit to a health clinic costs $250, the government will fund $200 for each visit. This added $3 billion budget then can fund an additional 15 million visits, more than triple the current outpatient attendance at the Department of Health’s general outpatient clinics.  A flat rate user fee equivalent to about 20% of cost ($50) can be introduced to partially fund these outpatient services and to constrain demand and promote competition.  User fees will be exempted or reduced for children, the elderly, welfare recipients and the unemployed (the latter two groups identified by a card, for example).


Following the principle of the separation of purchasing and provision, these primary outpatient services will not be provided directly by the government and will be administered by the Health Security Fund, Inc. The Health Security Fund, Inc. can build new clinics in areas where there is an insufficient supply, and then contract out the facility to private doctors.  In areas where there is a sufficient or excess supply of private clinics, the Health Security Fund, Inc. should contract primary care from private sector doctors.  Private doctors will have to bid to become the physicians and managers of family medicine clinics. New certification standards may be put in place that require the physicians to have to to complete 6 to 12 months of continuing education in the delivery of family medicine.  


Under the HSP option, the Department of Health (DOH) can then focus on its core functions of assuring food and water safety, providing health education and promotion, and monitoring quality and setting standards of care.



2)  Full subsidy for the poor and unemployed: Part of the $12 billion that will remain from the HA budget can be used to pay for HSP premiums, deductibles, co-insurance payments and MEDISAGE contributions for the unemployed, welfare recipients and those earning less than $4,000 a month who do not pay into the Mandatory Provident fund. 

As an illustration, in 1997 there were about 70,000 unemployed persons, 211,300 earning below $4000/month, and 300,000 CSSA recipients
.   In 1996/97, per capita expenditure for inpatient (public and private) and specialist outpatient (public) services was $3,300 and $511, respectively. Assuming that specialist outpatient visits for the selected chronic diseases under HSP will cost $750 per person, the expected per capita cost for services covered under HSP will be approximately $4,050.  Then, assuming that the unemployed and those earning on average below $4,000 per month have one dependent, the government subsidy for this group would total approximately $4,050*[(70,000+211,300]*2+300,000] = $3.5 billion. 

In addition, the government will pay about $1 billion in contributions to the individual long-term care MEDISAGE accounts for the working-age adults of this population group.



3)
Partial subsidy for the low income: The illustration described above would have used $7.5 billion out of the $15 billion available, leaving $7.5 billion to be allocated.  This sum should be used to subsidize vulnerable groups such as the low-income households, the elderly, etc.  We illustrate several possibilities:




a)
The elderly: since most of the elderly will not have employers contributing to the premium, the government should target subsidies to this group.  However, subsidizing the elderly will also benefit the non-poor elderly, and as the population ages, the government will bear an increasing burden of health care expenditure.  Subsidies for the elderly should therefore be gradually phased out. 




b)
The self-employed: targeting the self-employed (such as taxi drivers, hawkers, etc.) will provide incentives for them to enroll in the Health Security Plan program; however it may be difficult to exclude the high-income self-employed (such as doctors and lawyers). 




c)
Low-income workers: low income workers, such as those who earn less than $10,000 in monthly income, will be exempted from paying the employees’ share of the premium (e.g., 0.75% of wages).  The employers will pay their own share of premiums, and employees will be responsible for the deductible and co-insurance in the event of hospitalization.

Figure 5.1 gives a simple example of the reallocation of the government budget for inpatient services under this scenario. The wages are based on 1997 third quarter figures.  Note that the numbers used are for illustration purposes and are by no means definitive. Once Hong Kong decides on an option, actuarial-based estimations of cost and premiums will be required to guide implementation. 

Figure 5.1   A Simple Illustration of a Plausible Reallocation of Government’s Subsidy 

to the Hospital Authority in 1996/97

(in millions)



Transitional Period


The implementation of MEDISAGE and HSP should move gradually. The full program may be phased in over a decade.  During this transitional period, the insurance benefit would increase gradually with a commensurate reduction of the government’s funding for inpatient hospital services and for the covered chronic diseases. Services not included in the benefit package, such as specialist outpatient services for diseases other than the chronic diseases that are covered, would continue to be financed as under the current arrangement. A long transitional period is necessary because there has to be capacity building in organizations, management and information systems.  Public and private hospitals and clinics all have to adjust to a different operating environment.    

Implications for Meeting Objectives


This section summarizes how the option of HSP+MEDISAGE addresses the specific objectives of reform of the Hong Kong health care system.  The Competitive Integrated Health Care option is closely related to the HSP+MEDISAGE option and addresses the objectives of reform in many of the same ways.


The MEDISAGE component of this option -- savings accounts for long-term care financing -- helps to address several objectives. First, every worker is mandated to contribute to a MEDISAGE account to purchase long-term care insurance upon retirement or disability.  This mandate improves the ability of individuals to care for themselves during their old age by setting aside a modest portion of their earnings over a lifetime. As the population of Hong Kong ages, the changing needs of its residents will thus be addressed while simultaneously limiting the government’s responsibility to finance long-term care for this growing population in the future.  Alternatively, consistent with the guiding principle of shared responsibility, where those who can afford to pay for health care should pay, government resources can continue to be targeted to those least able to pay for long-term care.  Secondly, the objectives of maintaining equity and improving the targeting of government subsidies are addressed by the full government subsidy of the contributions to MEDISAGE for the poor and unemployed. Finally, as noted previously, MEDISAGE helps to meet the future needs of the aging Hong Kong population in a financially sustainable way.


The other major component of this reform option, HSP, incorporates numerous features that work in combination to fulfill the six objectives for reform of Hong Kong’s health care system.  Consider, for example, the first objective of developing a system that can manage government spending for health care. HSP addresses this objective through a combination of features. First, every resident is entitled to be covered by the Health Security Plan. Insurance pools risk so each resident is assured of health care when they need it -- paying in when healthy and receiving services when ill. The HSP enrolment will be “compulsory” as opposed to “voluntary” to avoid adverse selection. This feature safeguards the financial sustainability of the Health Security Fund. The HSP will initially cover only hospital care and selected chronic conditions, but this coverage can be gradually expanded to include integrated services, including preventive, primary, outpatient and hospital care. Second, as compulsory insurance is introduced, the government will phase out the HA subsidy. This separation of purchasing from provision with “money following the patient” lays the foundation for fair competition between public and private sector providers and improves accountability. To address the need for  shared responsibility between the government and residents, employers and employees jointly pay the premium for the HSP and jointly contribute to the MEDISAGE accounts.


Several additional features give the government other effective “control knobs” for managing the public health care budget. Negotiation between payers, who are represented on the Board of the Health Security Fund, and providers on payment rates can exert pressure on providers to keep down costs. These payment rates will be the same for both public and private providers, so that private providers who previously could charge monopolistic prices (i.e. prices well above cost) will instead be paid by uniform payment rates based on cost. To help control health care spending at an affordable level, this option also uses both demand side cost sharing and a pre-negotiated package payment to provide better incentives for efficiency for both the demand (consumer) and supply (provider) sides.


A second objective of reform is to achieve better targeting of public subsidies for health care.  Since government spending for health care is limited, public resources should be focused on clear priorities, such as helping those who cannot afford to pay, and promoting public health, prevention and primary care. Under the HSP option, government resources are shifted to fund preventive, rehabilitative, and ambulatory services for the poor and low-income population. The government pays the full HSP premium for the poor and unemployed, and subsidizes premiums for the elderly and lower income residents.  This targeting of public spending to those who can least afford to pay on their own is consistent with the guiding principle and the prudent use of public resources. The separation of purchasing and provision also promotes targeting public resources to those who cannot afford to pay through the subsidization of premiums rather than of services that may be used by the rich and the poor.


Another objective of reform is to improve the efficacy, efficiency and quality of health services.  The HSP option uses several features to meet this objective.  First, patients have free choice of public and private providers, and insurance payment follows the patients. This, combined with efforts to improve patient education and assure patient representation on the Board of the Health Security Fund Inc., will exert pressure on providers to be more accountable for efficiency and quality. Revenue following patient choice also provides a level economic playing field between public and private providers, encouraging fair competition between the two sectors and assuring the accountability of providers.  Second, purchasing and provision roles are separated. The purchaser -- the Health Security Fund -- represents consumer and patient interests, providing greater accountability.  It will also balance the professional power of providers that may result in overcharges and poor quality of service. The effectiveness of this feature will depend critically on improving patient education to complement the efforts of the well-informed purchaser to monitor quality on patients’ behalf.


Modernizing the health care system to respond to the changing needs of Hong Kong residents is a fourth objective.  This option uses MEDISAGE to pre-fund the needs of the population when they retire.  In addition, the Health Security Fund will be run as an independent non-governmental body, supervised by a Board with representatives from the government, employers, workers, patients and consumers.  This organized purchaser can effectively articulate the changing needs of the public and pressure providers to modernize health care provision to meet the changing needs of residents.  

Finally, the collection of HSP premiums and contributions to the MEDISAGE fund will be contracted to the Mandatory Provident Fund (MPF).  This feature modernizes the system by reducing the administrative costs of the financing scheme by using the wage records maintained by the MPF as the basis for premium and contribution collection, rather than creating a separate administrative structure. These new financing and administrative infrastructures then provide an enabling environment for the longer-term evolution of the delivery system toward more integrated care.


Admittedly, the HSP+MEDISAGE option does not directly remedy the problem of the separation of primary and tertiary care in the Hong Kong health care system. However, the HSP+MEDISAGE option provides the financing framework that can pave the way to the introduction of such an integrated system.  The financing and purchasing functions of the Competitive Integrated Health Care option would be exactly those of the HSP+MEDISAGE option.  Money follows the patients in order to improve the accountability of providers and thus the quality and efficiency of services.



A final but important objective of reform is to manage overall health care inflation to keep the costs to Hong Kong residents at an affordable level. The HSP+MEDISAGE option addresses this objective with several features that have already been enumerated.  For example, the separation of purchasing and provision improves accountability and improves efficiency, thus providing better controls for overall costs escalation.  Negotiation on payment rates between payer representatives on the board of the Health Security Fund, Inc. and providers can be effective in promoting efficiency and helping to control cost inflation.  The accountability and efficiency of provision is further enhanced by the level playing field between public and private providers created through patient choice of providers and “money following the patients.”  Other important instruments for controlling cost inflation are the levels of demand-side cost-sharing (deductibles and co-payments) and supply-side cost-sharing (i.e., use of prospective “packaged” payment methods).  In addition, the gap between private sector prices and actual costs of care can be reduced through uniform payments (at cost) from the Health Security Fund to public and private providers.  Finally, to minimize additional administrative costs, this option calls for contracting premium and contribution collection to the Mandatory Provident Fund (MPF).

Implications for Major Stakeholders


Foremost, this option aims to enhance the health and health care of the general public and patients.  Long-term care savings accounts (MEDISAGE) and HSP offer benefits for several major stakeholders.  First, the general public will be given effective choice of health care provider; under other options, choice is not effective since it is dictated by the patient’s ability to pay.  With HSP, however, the poor will have equal choice as affluent households because the government will pay the premiums and waive the cost sharing requirements for the poor.  Low income and elderly patients will also be subsidized and benefit from reduced cost sharing.  Several features of this option also suggest that quality of care will improve, benefiting the general public.  


Employers may object to this option since many will pay more for health care than under the current arrangement. As explained previously, however, the status quo is unsustainable.  There are only a limited number of ways to mobilize resources to meet the growing health care needs  and demands of Hong Kong residents.  A part of that burden will fall on employers and employees who have the means to pay.  Implementation of this option will not affect those employers already paying more than 1% of their wage bill for private insurance covering inpatient services.  Employers who currently pay less that 1% of their wage bills to cover inpatient services (or who do not have health coverage at all) will of course pay more under HSP. To implement this option, the government can consider starting with employers who are already paying 1% or more of their wage bill for inpatient care; those not currently paying that amount can be phased in (by paying 0.5% of wages at first, for example, and gradually increasing HSP premium contributions over time).


The biggest impact of the HSP+MEDISAGE option will be on the HA.  The current budget for inpatient care and certain specialist services will be removed from the HA budget. For HSP-covered services, current HA hospitals will have to compete directly with other hospitals and the private sector, since money follows the patient.  Subsidies will nevertheless continue for services not covered by HSP,  such as psychiatric care, community nursing, and specialist outpatient services for diseases not included in the HSP benefit package.


Private sector providers will benefit from the HSP+MEDISAGE option to the extent that they face fair competition with public hospitals and are treated as equals, at least for inpatient services and certain specialist outpatient services.  Private providers offering quality care for an affordable price will be rewarded with increased patient revenue. The increased government subsidy for developing primary care under this option will also benefit the private sector, since government contracting with private providers for these services can guarantee a flow of patients for facilities that were previously underused.


A large portion of private sector physicians would benefit from this option since the government will allocate additional resources for family and community medicine.  These services will be contracted from private sector doctors.  Incentives and opportunities will be given for private sector GPs to update their medical knowledge and practice family medicine.  


Finally, the government treasury will be a winner under this option to the extent that the new financing system gives the government more “control knobs” to keep its financial obligations for health under control.  In particular, the use of MEDISAGE accounts to finance long-term care insurance will assure that the elderly have coverage for their long-term care needs without putting further strains on the government health budget.

5.4.5 
Competitive Integrated System

Description


This competitive system features prepaid, integrated benefits that include preventive, primary, outpatient, hospital and rehabilitative care. As noted above, the financing arrangements of the HSP+MEDISAGE option can be used to pave the way for such an integrated system. The Health Security Fund, Inc. will continue to operate. Money will follow the patients. Payment rates will be established through negotiations between the Health Security Fund, Inc. and providers. Government subsidy of the HA will be shifted to pay premiums for the poor and to subsidize premiums for low-income groups.  Employers and employees will pay for their own premiums.  

The financing and purchasing functions of the Competitive Integrated Health Care option will closely resemble those of the HSP+MEDISAGE option except that the coverage of the insurance package will be expanded.  Under Competitive Integrated Health Care, insurance will cover not just inpatient services and specialist outpatient services for certain serious chronic diseases, but rather the whole range of services from preventive and primary care to inpatient, specialist outpatient care and rehabilitative care.


The main difference from HSP+MEDISAGE is that under the integrated health care option, the HA will be reorganized into 12-18 regional Integrated Health Systems (IHSs).  These systems can contract with private GPs and specialists (or physician groups) to provide a defined benefit package that will include preventive, primary, outpatient and hospital care.  Similarly, private hospitals and/or primary care physician groups can organize into IHSs or join with public IHSs.  The Health Security Fund will pay a risk- adjusted-premium (by age, sex, or chronic condition, for example) on a group basis for the defined benefit package. To minimize problems with adverse selection and risk selection, no employers will be allowed to opt out. The IHSs will compete for enrollees.


It is important to note that since the Competitive Integrated Health Care option uses either hospital- or GP-based integrated care systems, health professionals in an IHS are responsible for assuring and monitoring quality of care.  Unlike in managed care, there is NO insurance company overseeing and second-guessing providers on each treatment decision.  Instead, providers themselves will balance cost and quality in providing services to meet patient needs. 


One way to promote the growth of integrated health service providers is to generate demand for such organized services.  How may this be accomplished?   Under the HSP, the government pays 100% of the cost of covered services for the unemployed, welfare recipients, those who learn less than $4,000, and partially for the low income and the elderly (depending on when and how government subsidies for the elderly will be phased out).  In addition, the government also pays 100% for civil servants. These groups represent at least 25 to 30% of the total population.  The government can initially set aside a small portion of the HA’s recurrent budget, e.g. $0.5-1.0 billion, as development funds to offer incentives for these population groups to enroll voluntarily in integrated health care systems.  One example would be subsidizing or reducing the co-insurance rate for the HSP, or paying for additional and discernible benefits, such as eye care, for those who choose to enroll in an integrated health care system. 


Similarly, current employment-based insurance covers 21% of the total population.  These individuals can be given incentives to join a prepaid integrated health provider system using these development funds.  For example, initially integrated health care may cover more than what the HSP covers (in addition to outpatient services already provided by employers’ insurance).  The government could use the development funds to subsidize the additional costs, but with limits on the types and amount of services to be subsidized.  This subsidy would be phased out eventually as the integrated systems begin to realize costs savings.  


The working population currently insured by employment-based insurance, together with the people fully subsidized by the government, represent close to 40% of the total population. The financial incentives offered by the government can generate sufficient demand by this portion of the population for integrated health care.  Providers (public or private, physician groups or hospitals) would form into integrated systems in response to this demand, providing an effective catalyst for the development of integrated health care provision system on the supply side. 


To be effective, it would be desirable for there to be a sufficient number of integrated systems today in each market so that competition for enrollees would exist among the integrated systems.  Competitive pressures would help to spur quality improvements while keeping costs at a reasonable level.  Fortunately, the relative ease of travel between areas in Hong Kong allows patients to choose among providers and will help to prevent certain integrated systems from becoming monopolies.

Implications for Meeting Objectives


This system of integrated care may well emerge naturally from the evolution of the system initiated by HSP+MEDISAGE.  When the financing scheme allows the money to follow the patient, public and private providers can engage in “fair competition” to attract patients and their associated revenues.  If integrated systems can provide better quality services for a given price than non-integrated systems by coordinating preventive, primary, secondary and tertiary care, then they will be highly competitive in attracting consumers.  The Health Security Fund, Inc. can encourage beneficiaries to enroll in integrated systems through contracting and payment mechanisms.


The Competitive Integrated Health Care option addresses the fundamental problems confronting Hong Kong as well as all the objectives of reform, but it requires major changes in infrastructure and organization, and capacity building in management and information systems. Therefore a fully operational system of the Competitive Integrated Health Care will take a long time to be successfully implemented.  Such a system may represent an option suitable for Hong Kong in the long run.  It would contribute to managing overall government health care cost inflation in the same ways as the HSP+MEDISAGE option.  In addition, provider responsibility for the total care of an individual will promote cost-effectiveness in the relative use of preventive, primary, rehabilitative and tertiary care.  An integrated system also shares the strengths of the HSP+MEDISAGE option in terms of better targeting of government subsidies to improve equity, efficiency and quality, and preparing to meet the future needs of the population by providing a mechanism for individuals to save for their old age.  In addition, the integrated system option is more appropriate and suitable for a population with an increasing prevalence of chronic disease.  

Implications for Major Stakeholders


This option has similar implications for all groups as the HSP+MEDISAGE option (described in detail above).


Table 5.1 summarizes the controls embodied in the HSP+MEDISAGE and Competitive Integrated Health System options for achieving the six reform objectives. Table 5.2 compares each option with the status quo and gives a brief qualitative assessment.

Table 5.1 Controls for achieving objectives of reform

OBJECTIVES
HEALTH SECURITY PLAN AND MEDISAGE
COMPETITIVE INTEGRATED HEALTH CARE

Managing the government budget on health
· Negotiation between payers (represented on the Board of the Health Security Fund) and providers on payment rates

· Demand side cost-sharing: deductible and co-payment

· Supply-side cost-sharing: prospective, “packaged” payment methods

· Uniform payment rates (at cost) from the Health Security Fund for public and private providers

· Universal risk-pooling among users and non-users in any single year

· Compulsory participation (as opposed to “voluntary” ) to avoid adverse selection in which the “bad” risks are left to the government, thus safeguarding the sustainability of the Health Security Fund. 


· Same as HSP

Better targeting of government subsidies
· Reallocating government subsidies from curative hospital-based services for all, to primary health care for the low-income

· Government pays the full premium for the poor and unemployed
· Government subsidizes the premium for the elderly and lower income residents 
· Same as HSP

Maintaining / improving equity
· Among those who cannot afford to pay, the government provides full / partial subsidies
· Among those who can afford to pay, the higher income earners subsidize the lower income earners

· “Effective” choice of public / private providers is guaranteed for all residents


· Same as HSP

Improving quality / efficiency
· Separation of purchasing and provision improves accountability

· “Level playing field” between public and private providers promotes “fair” competition and accountability of providers

· Patient choice of providers and “money following the patients” improve accountability and efficiency of provision
· “Level playing field” between public / private hospitals encourages primary care physician groups to contract with private, as well as public, hospitals, providing incentives for development of integrated systems

· Health Security Fund purchasing / contracting primary care from private sector GPs sets standards for quality of care and requirements for continued medical education and certification
· Same as HSP

· Meeting future needs of the population
· MEDISAGE provides mechanisms for individuals to save for their old age


· Integrated health care system more appropriate and suitable for a population with increasing prevalence of chronic disease

· Managing overall cost inflation
· Separation of purchasing and provision improves accountability

· Negotiation between payers (represented on the Board of the Health Security Fund) and providers on payment rates

· “Level playing field” between public and private providers promotes “fair” competition and accountability and efficiency of providers

· Patient choice of providers and “money following the patients” improves accountability and efficiency of provision

· Demand side cost-sharing: deductible and copayment

· Supply-side cost-sharing: prospective, “packaged” payment methods

· Uniform payment rates (at cost) from the Health Security Fund for public and private providers bring private prices closer to cost

· Minimize additional administrative costs by contracting premium and contribution collection to the Mandatory Provident Fund (MPF)


· Provider responsibility for the total care of an individual will promote cost-effectiveness in the relative use of preventive, primary, rehabilitation and tertiary care

Table 5.2 Evaluation of Options


OPTIONS

OBJECTIVES
STATUS 

QUO
CAP GOVERNMENT BUDGET ON HEALTH
RAISE USER FEES WITH EXEMPTIONS
HEALTH SECURITY PLAN AND MEDISAGE
COMPETITIVE INTEGRATED HEALTH CARE

· Equity
Very Good
Worsen
Worsen
Moderately improved
Moderately improved

· Quality

· Efficiency
Variable

Fair
Worsen

Unchanged
Unchanged

Slightly improved
Significantly improved
Significantly improved

· Financial sustainability:






· Managing government budget for health
Poor
Significantly improved
Moderately improved
Significantly improved 
Significantly improved

· Better targeting government subsidies
Poor
Slightly improved
Slightly improved
Significantly improved
Significantly improved

· Meeting future needs of the population
Poor
Unchanged
Unchanged
Moderately improved
Significantly improved

· Managing overall cost inflation
Fair
Unchanged
Slightly improved
Moderately improved
Moderately improved

Full Subsidy for HSP Premium (and cost-sharing) for the Poor and Unemployed:


$3,500





Public budget on inpatient services:


$15,000





Partial Subsidy for HSP Premium for Low-income Wage Earners:


$1,100





Partial Subsidy for HSP Premium (and cost-sharing) for the Elderly:


$5,700





Primary Care for the Poor & Low-income 


Wage Earner:





$3,000





Development Funds for Integrated System:





$1,000





Full Subsidy for MEDISAGE contribution for the Poor & Unemployed:





$1,000 @





Note: This example is for illustration purposes only





@ This subsidy is approximately calculated at 1% of the wages of a full time worker in Hong Kong earning above $4,000/month in the third quarter of 1997.


     The number of individuals = 70,000 + 300,000 + 211,300 = 581,300








� Long-term care includes assistance with basic activities and routines of daily living that the elderly and disabled are unable to perform on their own, such as bathing, dressing, meal preparation, and housekeeping.  





� In Taiwan, an employee can choose whether or not to include parents in his or her health insurance coverage.  The employee has to pay a higher premium for coverage of parents.  To prevent employers from having an incentive to discriminate against employees who want health insurance for their parents, employers in Taiwan do not have to pay a higher contribution for an employee who chooses coverage for parents.  





� Patients with shorter than 7 days of stay will incur a lower out-of-pocket payment.


� The available data does not permit us to determine the extent of overlap between these three groups. The calculation that follows is thus, an estimation.
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