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The healthy option for everyone
In this column recently, I argued that at some stage we will have to bring extra funding into our health-care system. Last year, the government spent more than $30 billion, 14 per cent of recurrent expenditure, on health care. Most of that - $28 billion - went to our public hospitals. They charge patients just 2 per cent of the average cost of treatment, so it is hardly surprising that they handle 95 per cent of Hong Kong's inpatient cases. This cannot go on. With an ageing population and new medical technology, demand will rise significantly. 

The government has proposed two small first steps. One is to raise outpatient fees from $100 to $150 to give people with minor complaints a greater incentive to use private doctors, who typically charge $150. About 70 per cent who attend public accident and emergency facilities could be treated by a family doctor. 

The other proposal is to cap spending on drugs by charging patients extra for medicines that do not appear on a standard list. Put very simply, the list would include most of the drugs that are commonly used - and heavily subsidised - as of today. As new, more expensive medicines are introduced, patients would have to pay extra for them. 

Although these measures would help, we are still faced with a major, long-term gap between resources and demand. Many academics and policy analysts look to insurance to bring in additional funds. Although medical insurance is not very profitable, the industry broadly supports the idea. 

Public opinion is far more sceptical. People look at the United States, where medical cover is a major burden for employers and individuals, because of malpractice suits and the number of uninsured. No one would want Hong Kong to end up like that, and there is no reason why we have to. There are several plans for affordable and fair systems. For example, working people could obtain cover for more realistic fees through reasonable and regular payments. 

However, people will still need an incentive to start paying more for health care. And the best incentive is probably the promise of more choice - of doctor, hospital, treatment, and timing of appointments and admissions. To offer more choice, private hospitals would have to play a bigger role. For instance, they might offer insured people shorter waiting times but higher fees than public hospitals. 

But they cannot do that, because of the huge gap in public and private hospital fees. This is illustrated by the fact that 20 per cent of Hong Kong people have medical insurance, yet less than 5 per cent use our 12 private hospitals, which operate at about 50 per cent capacity, while the public sector suffers long waiting lists. 

So, to bring more private funding into the health-care system, we not only need higher fees for those who can afford it at public hospitals, but also more competitive charges in the private sector. However, private hospitals cannot become more competitive without enjoying better economies of scale, and that means attracting more patients - which they cannot do, because of the huge price gap. It is a real chicken-and-egg problem. 

In Bangkok, there are 14 hospital companies listed on the stock market, 11 of those are making a profit. Of course, salaries and other costs are lower, but their equipment and drugs are imported, and cost the same as they do here. One of their main advantages is economies of scale and cost effectiveness. Several care for hundreds of thousands of patients every year. Such affordable and popular private hospitals could make a big difference to the reform of Hong Kong's health-care funding.

