
1

Universal Health Coverage Assessment: Hong Kong

Universal Health Coverage 
Assessment

Hong Kong

Global Network for Health Equity (GNHE) 

July 2015

Cheuk Nam Wong and Keith YK Tin



Universal Health Coverage Assessment: Hong Kong

2

1School of Public Health, The University of Hong Kong, Hong Kong

Universal Health Coverage Assessment:

Hong Kong

Prepared by Cheuk Nam Wong and Keith YK Tin1

For the Global Network for Health Equity (GNHE) 
With the aid of a grant from the International Development Research Centre (IDRC), Ottawa, Canada

July 2015



3

Universal Health Coverage Assessment: Hong Kong

Introduction
This document provides a preliminary assessment of the 
Hong Kong health system relative to the goal of universal 
health coverage, with a particular focus on the financing 
system and related aspects of provision.

In the 2010 World Health Report, universal health 
coverage is defined as providing everyone in a country or 
territory with financial protection from the costs of using 
health care and ensuring access to the health services they 
need (World Health Organisation 2010). These services 
should be of sufficient quality to be effective. 

This document presents data that provide insights into 
the extent of financial protection and access to needed 
health services in Hong Kong, one of the most developed 
economies in the world.

Key health care expenditure 
indicators
This section examines overall levels of health expenditure 
in Hong Kong and identifies the main sources of health 
financing (Table 1).2  In 2011/12, total health expenditure 
accounted for 5.2% of the territory’s GDP, an amount that 
was less than half the average of 12.0% for high-income 
countries (although this figure is distorted by very high levels 
of spending in the United States). It is also substantially 
below the global average of 9.2%. 

Public allocations to fund the health system were around 
13.5% of total government expenditure. This was below 
the average of 17% for high-income countries. It was just 
under the 15% target set by the Organisation for African 
Unity’s Abuja Declaration of 2001, a figure that happens 
to be the same as the global average for 2012. 

Table 1: National Health Accounts indicators of health care expenditure and sources of finance in 
Hong Kong (2011/12)

Indicators of the level of health care expenditure

1.   Total expenditure on health as % of GDP 5.2%

2.   General government expenditure on health as % of GDP 2.5%

3.   General government expenditure on health as % of total government expenditure 13.5%

4a. Per capita government expenditure on health at average exchange rate (US$) 895

4b. Per capita government expenditure on health (PPP $) 1,275

Indicators of the source of funds for health care

5.   General government expenditure on health as % of total expenditure on health* 48.3%

6.   Private expenditure on health as % of total expenditure on health 51.7%

7.   External resources for health as % of total expenditure on health 0%

8.   Out-of-pocket expenditure on health as % of total expenditure on health 34.9%

9.   Out-of-pocket expenditure on health as % of GDP 1.8%

10. Private prepaid plans on health as % of total expenditure on health 14.9%

Source: Data for Hong Kong are not available from the World Health Organisation’s Global Health Expenditure Database. Consequently, the estimates in this table were 
calculated by the author using the Hong Kong Domestic Health Accounts for 2011/12 (Food and Health Bureau 2012) and Census and Statistics Department (2012).

2 The figures for Hong Kong quoted in this section were calculated by the authors using the Hong Kong Domestic Health Accounts for 2011/12 (Food and Health Bureau 
2012) and data from Census and Statistics Department (2012). These are compared to international data for 2012 from the World Health Organisation’s Global Health 
Expenditure Database (http://apps.who.int/nha/database/Home/Index/en), and based on figures expressed in terms of purchasing power parity. The territory’s income 
category is determined from the World Bank’s classification for the same year (http://data.worldbank.org/about/country-and-lending-groups).
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Government health expenditure translated into only 2.5% 
of Gross Domestic Product (GDP). This amount was far 
lower than the high-income country average for that year 
of 7.2% and is low for what is essentially the mandatory 
pre-paid component of a health financing system. The 
global average, for example, was 5.3%.

The challenge faced by the government of Hong Kong in 
ensuring adequate coverage is encapsulated by per capita 
government expenditure on health, which was around 
$1,275 (in terms of purchasing power parity) in 2011/12. 
This was under half the high-income country average of 
$2,737 although double the global average of $652. 

As a highly developed economy, Hong-Kong does not receive 
donor funding. Contrary to what would have been expected 
in such an economy, out-of-pocket payments played a 
significant role (at about 35% of total financing in 2011/12). 
This was high in global terms where the average was 21%. 
It was also well over the 20% limit suggested by the 2010 
World Health Report to ensure that financial catastrophe and 
impoverishment as a result of accessing health care become 
negligible (World Health Organisation 2010).

Finally, in 2011/12, private health insurance in Hong 
Kong played a relatively important role at 15% of total 
health sector financing, although this was still lower than 
the high-income country average of 19%.  All in all, private 
expenditure – which includes out-of-pocket payments and 
voluntary prepaid plans – accounted for around half of 
health financing in Hong Kong, higher than high-income 
country and global averages.

Structure of the health system 
according to health financing 
functions

Figure 1 provides a summary of the structure of the Hong 
Kong health system, depicted according to the health care 
financing functions of revenue collection, pooling and 
purchasing, as well as health service provision.  Each block 
represents the percentage share of overall health care 
expenditure accounted for by each category of revenue 
source, pooling organisation, purchasing organisation 
and health care provider.2

Revenue collection

Because of its colonial background, Hong Kong has 
reproduced a tax-financed health system like the United 
Kingdom’s National Health Service. This compulsory 
prepaid system was responsible for around half of all 
health care financing in 2011/12, a share of total health 
expenditure that was lower than in most economies with a 
comparable level of economic development and tax base. 

Direct taxes contributed half of government general revenue, 
with personal income making up one third, and corporate 
tax another half, of these taxes. Only around a half of the 
working population in Hong Kong paid any income tax. 
Only the richest 0.8% of the working population fell into the 
top tax bracket (paying a 15% flat tax): these contributed 
39% of total income tax. The remaining portion of direct 

Figure 1: A function summary chart for Hong Kong (2011/12)

Note: Expenditure on medicines in the public sector is incorporated into the expenditure estimates for inpatient and other care which is why, in the final row of the above Figure, 
all medicines expenditure is allocated to private-for-profit providers.
Source: Created by the authors using data from the Hong Kong Domestic Health Accounts for 2011/12 (Food and Health Bureau 2012)
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taxes was contributed by property tax, which applied to the 
60% of the population who lived in private housing (but not 
to the 40% that lived in government-subsidized housing).

Indirect taxes contributed the other half of government 
revenue and were made up of export and import duties.

Voluntary payments consist of out-of-pocket payments 
and individually purchased private health insurance 
contributions. In 2011/2012, the former made up the 
larger share, amounting to around a third of total health 
financing. Out-of-pocket payments are not differentiated 
by socio-economic status but are mainly paid by the better 
off who tend to use fee-for-service private care. 

Supplementary private insurance, whether provided by 
employers or self-purchased, generally covers the middle 
and upper socioeconomic strata. Employer-provided 
medical benefits typically form part of the remuneration 
package. They may be provided through private insurance 
companies and panel doctors, for example. Some 
employers (most multinationals and large local firms) also 
fund health services directly.

Individually purchased insurance varies a great deal in 
terms of premiums and packages. As public sector spending 
is unable to keep up with the growing health care needs 
of a rapidly ageing population, it can be expected that 
private insurance contributions will rise in future. The Hong 
Kong government is currently in the midst of consultations 
around setting up a regulated voluntary private health 
insurance scheme to improve the quality of private health 
insurance in the country.3   
 
Currently there is no mandatory health insurance scheme 
in Hong Kong or any tax earmarked for health-related uses 
in the health financing structure. However, there has been 
some discussion around the feasibility of using tax revenue 
from tobacco and alcohol for treating cases related to 
these substances. 

Pooling

Public health care services are provided by the Department 
of Health and the Hospital Authority to which public funds 
are allocated by the Hong Kong government, largely on 
an historical basis. 

As Figure 1 shows, a significant proportion of the total 
financing system is not pooled because of the high level of 
direct out-of-pocket payments. 

3 Further details are available at http://www.vhis.gov.hk/doc/en/full_consultation_document/executive_summary_eng.pdf.

In addition, pooling through health insurance is limited 
in Hong Kong as it only covers about one-fourth of the 
population. The insurance system is fragmented with a 
number of small pools, each targeting a small segment 
of the population. Pooling is also limited where employers 
provide care directly to employees (for example, through 
the use of panel doctors). 

Purchasing

Through the tax-financed system, all Hong Kong residents 
are entitled to full, universal access to public hospitals 
and clinics staffed by salaried civil servants for a minimal 
co-payment. 95% of total bed days and 15% to 20% 
of ambulatory episodes are provided through this public 
system (Census and Statistics Department 2013). 

Supplementary private insurance usually covers inpatient 
or catastrophic services and is sought out by those able 
to afford to pay because of better amenities and shorter 
waiting times in the private system. Private insurance 
typically excludes pre-existing medical conditions. In 
addition, those who are covered by private insurance tend 
to use the public sector for serious or chronic illnesses, 
as private coverage is usually inadequate to cover these 
eventualities. These are some of the factors contributing 
to high levels of out-of-pocket payments and prompting 
government’s intention to establish a regulated voluntary 
private health insurance scheme. 

Provision

From an overall perspective, the two largest components 
of total health expenditure were persistently ambulatory 
services (from 33% to 42% of the total) and in-patient 
curative care (from 21% to 29% of the total) during the 
period from 1989/1990 to 2011/12.2.2 In 2011/12, 
their respective shares stood at 34% and 27%.  

Government general revenue has funded most of hospital 
care, initially through publicly operated facilities and 
subvention of hospitals run by charities, and since 1991 
through consolidation under the single corporatized 
umbrella of the Hospital Authority. 68% of total public 
expenditure was on hospital services in 2011/11. 

In contrast, a large proportion of ambulatory care has 
always been privately financed and provided. 50% of 
total private expenditure was on ambulatory services in 
2011/12. 
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Financial protection and equity 
in financing
A key objective of universal health coverage is to provide 
financial protection for everyone in a geographic area.  
Insights into the existing extent of financial protection 
are provided through indicators such as the extent of 
catastrophic payments and the level of impoverishment 
due to paying for health services. This section analyses 
these indicators for Hong Kong and then moves on to 
assess the overall equity of the health financing system.

Catastrophic payment indicators

Using the 40% threshold of non-food household expenditure 
for assessing catastrophic payments, Table 2 shows that less 
than 1% of the population incurred catastrophic spending 
in Hong Kong in 2004/05 as a result of accessing health 
care. Where there were catastrophic payments, these 
mainly affected richer households as revealed by a lower 
proportion for the weighted headcount compared to the 
un-weighted headcount.

Impoverishment indicators

While the extent of catastrophic payments indicates the 
relative impact of out-of-pocket payments on household 
welfare, the absolute impact is shown by the impoverishment 
effect. In Hong Kong none of the population lived below 
the poverty line in 2004/05, even using the highest World 
Bank poverty line (of $2.15 per day), and nobody dropped 
into poverty as a result of paying out-of-pocket when 
accessing health services.

The reason why out-of-pocket payments were not 
impoverishing, even though they accounted for a relatively 

Table 2: Catastrophic payment indicators for Hong Kong (2004/05)*
Catastrophic payment headcount index

0.7%(the percentage of households whose out-of-pocket payments for health care as a percentage of 
household consumption expenditure exceeded the threshold)

Weighted headcount index** 0.6%

Catastrophic payment gap index
0.1%(the average amount by which out-of-pocket health care payments as a percentage of household 

consumption expenditure exceed the threshold)

Weighted catastrophic gap index** 0.0%
Notes:
* Financial catastrophe is defined as household out-of-pocket spending on health care in excess of the threshold of 40% of non-food household expenditure.
** The weighted headcount and gap indicate whether it is the rich or poor households who mostly bear the burden of catastrophic payments. If the weighted index exceeds the 
un-weighted index, the burden of catastrophic payments falls more on poorer households.
Source: Census and Statistics Department (2006)

large portion of health financing, and even though there 
existed a small amount of ‘catastrophic’ health care spending, 
is probably because of high per capita incomes in Hong 
Kong as well as equitable financing, as described below.  

Equity in financing

Equity in financing is strongly related to financial protection 
(as described by the indicators above) but is a distinct issue 
and health system goal. It is generally accepted that financing 
of health care should be according to the ability to pay.  

A ‘progressive’ health financing mechanism is one in 
which the amount richer households pay for health care 
represents a larger proportion of their income. Progressivity 
is measured by the Kakwani index: a positive value for 
the index means that the mechanism is progressive; a 
negative value means that poorer households pay a 
larger proportion of their income and that the financing 
mechanism is therefore regressive. Table 3 provides an 
overview of the distribution of the burden of financing the 
Hong Kong health system across different socio-economic 
groups (i.e. the financing incidence) as well as the Kakwani 
index for each financing mechanism.  

As Table 3 shows, equity in health care financing in 
Hong Kong is satisfactory. There are two distinctive 
features that make the Hong Kong tax system a 
progressive one. First, direct tax, consisting mainly of 
income tax and corporate profit tax, contributes about 
half of the government’s general revenue. Income tax 
bands are progressive which means that people in 
higher tax bands are taxed a larger proportion of their 
income.  This is a pro-poor design as more resources 
are tapped from the better-off and these then cross-
subsidise health care resource allocations to the poor. 
Second, there is no general sales tax in Hong Kong.  As 
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Table 3: Incidence of different domestic financing mechanisms in Hong Kong (2004/05)

Financing mechanism Percentage share Kakwani index

Direct taxes

Personal income and corporate profit taxes 28% 0.49

Other 5% -

Total direct taxes 33% 0.38

Indirect taxes

VAT 1% 0.58

Other taxes (mainly stamp duties, bets and sweeps tax, and 
general rates)

11% -0.04

Total indirect taxes 12% 0.17

Non-tax public sources (profits from public enterprises, fees from public services) 10% -

Total public financing sources 55% 0.36

Commercial voluntary health insurance 12% 0.17

Out-of-pocket payments 32% 0.00

NGO funding 0.9% -

Total private financing sources 45% 0.05

Total Financing Sources 100.0% 0.20
Note: Estimates are based on per adult equivalent expenditures; - = data not available.
Source: Census and Statistics Department (2006)

this tax is often a flat rate added to commodity prices, 
it is regressive in nature and, elsewhere in the world, 
channels wealth away from the poor.

However, the progressivity of public health financing in 
Hong Kong is undermined somewhat by the significant 
size of out-of-pocket payments. Out-of-pocket payments 
in Hong Kong are concentrated amongst the rich since 
they are mainly spent on private care, which is consumed 
predominantly by wealthier people. This means that they 
are not regressive as in many other parts of the world. 
However, they are only proportional and not progressive.

Equitable use of health services 
and access to needed care
This section considers how benefits from using 
different types of health services are distributed across 
socio-economic groups. One measure of this is a 

concentration index, which shows the magnitude of 
socioeconomic-related inequality in the distribution of 
a variable. In Table 4, if the concentration index has a 
positive (or negative) value, the distribution of the use 
of the health service is considered to benefit the richest 
(or poorest) respectively.

For the case of outpatient care in Hong Kong, services 
accessed at primary public facilities and hospitals were 
pro-poor in 2005/06. By way of contrast, outpatient care 
was pro-rich in the private sector. 

Inpatient care at public hospitals was also pro-poor which 
means that the entire public sector was pro-poor. The 
opposite was true for the private sector.

Taking the public and private sectors together, outpatient 
care was neutral whereas hospital care was pro-poor. 
This indicates that the allocation of public resources was 
equitable, certainly within the public sector but also for 
hospital care overall.
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Table 4: Concentration indexes for benefit incidence of health service use in Hong Kong (2005/06) 
Type of Service Outpatient visits Inpatient visits
Public facilities
Hospitals -0.30 -0.33

Non-hospital facilities -0.31 n/a

Total -0.30 -0.33

Private for-profit facilities
Hospitals 0.38 0.28

Non-hospital facilities 0.15 n/a

Total 0.15 0.28

Total 0.00 -0.28
Note: Estimates are based on adult-equivalent adjusted household consumption expenditure; n/a = not applicable
Source: Household Expenditure Survey 2005/06

It is generally agreed that individuals’ use of health services 
should be in line with their need for care. The universal 
coverage goal of promoting access to needed health care 
can be interpreted as reducing the gap between the need for 
care and actual use of services, particularly differences in use 
relative to need across socio-economic groups. The benefit 
incidence results discussed above do not allow one to draw 
a categorical conclusion about whether the distribution is 
equitable or not: the distribution of benefits first needs to be 
compared to the distribution of need for health care. Such an 
analysis is not available for Hong Kong. However, research 
by Lu et al. (2007), based on the principle of ‘equal treatment 
for equal need,’ suggests that this principle is violated in visits 
to western general practitioners and dentists: this is because 
these visits are made predominately in the private system.

Conclusion
Hong Kong is a good example of a progressive health 
financing system. This is because there is a relatively large 
tax-financed, public health system that shields those with 
low incomes from out-of-pocket payments. It also requires 
the rich to pay more tax, both in absolute terms and as a 
proportion of income. Equally importantly, almost no-one 
in Hong Kong lives in poverty and health outcomes are 
good across the various socio-economic quintiles.

These features account for why a relatively high level of 
out-of-pocket expenditure (around a third of total health 
care financing) does not have a negative equity impact on 
vertical and horizontal equity. These payments are mainly 
made by the rich who have the ability to purchase health 
care services in the private sector.  

In terms of efficiency, over the last decade total health 
expenditure in Hong Kong was amongst the lowest as 
a percentage of GDP compared with OECD countries. 
Despite this low level of spending, Hong Kong’s health 
care system achieved service quality and health outcomes 
that are outstanding by global standards (including the 
longest life expectancies and lowest infant mortality rates) 
(Census and Statistics Department 2012).

Further, given its universally accessible public sector, 
adverse selection in Hong Kong is virtually non-existent. 
Moral hazard is limited to the private system. Thus, one 
study suggested that third-party coverage in Hong Kong, 
be it through public entitlement or private insurance, mostly 
facilitated access that met genuine health need rather 
than encouraged inappropriate overuse of services (Lu et 
al. 2007). A supply-driven public sector with an effective 
referral system, and high out-of-pocket co-payments for 
private services, probably explain these observations. 

Hong Kong does not fare as well in terms of equitable 
access to health services, however. There is pro-rich inequity 
in the delivery of general outpatient care (but not specialist 
care) and very marginally for inpatient care (Lu et al. 2007), 
when utilisation is considered in relation to need. 

With respect to future reforms, the setting up of a closely 
regulated voluntary private health insurance scheme is 
a priority on the Hong Kong government’s agenda. The 
government is currently going through a public consultation 
process but will have to overcome public scepticism and 
clarify the need for such a scheme as part of a sustainable 
model of health financing. Should the voluntary health 
insurance scheme be implemented, it can be expected that 
personal contributions will play a more important role in 
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the financing of the Hong Kong health system in future, 
and facilitate risk cross-subsidies so that access to health 
care is improved.

However, no country in the world has reached universal 
population coverage based mainly on voluntary 
prepayments.  Voluntary prepayment for private health 
expenditure does not diminish people’s demands for more 
public spending on health, and compulsory prepayments 
are essential for health financing to be sustainable, be it in 
the form of various taxes or mandatory health insurance.  
Hong Kong is not likely to be an exception. It has taken time 
for citizens to realise that the current system is not financially 
sustainable without help from mandatory prepayment.  

The most pressing question therefore seems to be whether 
the share of the gross domestic product going to taxes should 
be increased, thereby allowing greater budget allocations 
to the health sector. An argument against this would be that 
this might lead to under-funding of other social pillars such 
as education, housing and social assistance. In addition, 
in the past Hong Kong has made the political choice of 
a low tax regime and stringent controls on government 
expenditure. In fact, when scaled against the public revenue 
base, Hong Kong’s public spending on health is only slightly 
lower than other comparable economies.

Apart from these questions around financing, there are 
two other challenges to universal health coverage. First, an 
ageing population puts pressure not only on the provision 
of health care services but also the financing mechanism 
driven by tax revenue.  In future years, less people will be 
working and thus paying tax to support a health system that 
will be taking care of more people. 

Second, demographic issues are further complicated 
by the Hong Kong government’s lack of autonomy in 
immigration control.  A continuous population influx from 
mainland China will exert pressure on Hong Kong’s health 
system.  The number of immigrants from the mainland is 
difficult to forecast as it is subject to policy changes that are 
unpredictable and are out of the Hong Kong government’s 
control.  It is difficult to devise long-term plans for the 
health system if population forecasts are not accurate.

Finally, the extent to which government health expenditure 
is accepted by the public hinges on the accountability 
of the government. As shown by recent protests, the 
government does not enjoy the support of the whole 
population. When citizens have little confidence in the 
government, every policy that the government tries to put 
forward prompts a reaction which is not always positive. 

As a result, attempts to implement health reforms in Hong 
Kong have been made over more than a decade, but 
changes that have the potential to improve the health 
system are yet to materialise.
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