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ABSTRACT

Hong Kong’s population is ageing. The proportion of the aged (those 65 or over)
will increase substantially from 11% in 2001 to 24% in 2031. The outbreak of
Severe Acute Respiratory Syndrome (SARS) in March 2003 also highlighted the
strains that hospital beds and healthcare facilities could come under. However,
healthcare projects, especially hospital projects, take a long time to deliver to the
community. They involve a lengthy pre-construction stage and a post-contract
period. Past experiences have shown that hospital projects usually end in serious
time and cost overruns. Hence, in order to achieve outstanding performance in
healthcare projects, defining what constitutes a successful project and how to
implement it are crucial issues that have been attracting considerable attention in

the construction industry.

The objectives of this research are to identify the major problems involved in
running healthcare projects; to develop a framework and a project success index
(PSI) to measure the success of healthcare projects; and to formulate a conceptual
model to link the critical success factors (CSFs) with the performance of the

project.
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An analysis of 52 sample opinions from relevant parties via self-administered
questionnaires has confirmed that ‘highly complicated building services’, ‘a tight
time schedule’, ‘the need to keep up with up-to-date technology’, ‘frequent
changes demanded by multi-headed client and various end-users’ and ‘a fixed
budget’, were considered to be the top five problems faced by industry
practitioners. Through a series of face-to-face interviews and a questionnaire
survey, eight criteria including time, cost, quality, functionality, safety,
environmental friendliness, client’s satisfaction, and participants’ satisfaction,
were selected for assessing the success of healthcare projects. A project success
index (PSI) based on the identified criteria was composed using principal

components analysis to measure the level of success of healthcare projects.

Using factor analysis and stepwise multiple regression analysis, predictors of the
success of healthcare projects were identified. The findings of the research
showed that project management action was the best predictor of the success of
healthcare projects. The design team leaders’ capabilities; client representatives’
capabilities; construction team leaders’ capabilities; and the nature of the project,

were also found to have a strong influence of the success of a project, but to a
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lesser degree than project management action. They were followed by the client’s

abilities and the application of innovative project management techniques.

An independent test group consisting of five projects that were not used to
develop the regression model was obtained and used to test the reliability and
sensitivity of the predictive model. A paired samples T-test, an analysis of the
paired data, was then performed to test whether there was a significant difference
between the computed values and actual values of the project success indices.
From the results, it can be concluded that the critical success factors identified in

this study are good predictors for various measures of performance.

The research findings provide valuable information on factors that are important
in the success of healthcare projects. The findings enhance the understanding of
clients, contractors, and designers on how to run a successful project, and help
them to develop a system that can be used to achieve excellent performance in
healthcare projects in the future. The findings also assist in the selection of
members of the project team, help to identify the neéds of the project, and forecast

the level of performance of the project. Apart from its practical applications, the
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research is also useful in the field of academics/education. The results of the
research can enrich the content of management education programmes for both
students and project managers. Moreover, this study can further be used as a
solid basis upon which to conduct an international comparative study of the
situation in Asia, Europe, and North America, by extending the investigation in
collaboration with fellow researchers in these areas. This will help strengthen

our understanding of how healthcare projects are managed in different countries.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

Healthcare projects, especially hospital projects, take a long time to deliver to the
community. They consist of a lengthy pre-construction stage and a post-contract
period. Past experience has shown that hospital projects usually end in serious
time and cost overruns, with the special characteristics of hospital projects playing
a major role in this. Good project management is a pre-requisite to achieving
outstanding success in healthcare projects. There have been several studies on
successful construction projects; however, few have focused on healthcare
projects. ‘Project success means different things to different people’ (Beale and
Freeman, 1991; Freeman and Beale, 1992). While some researchers consider
project success as merely a matter of meeting the requirements of technical
performance, cost, and time; others consider success to be something more

complex than simply meeting these basic criteria. The measures of performance
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for healthcare projects should be even more comprehensive. Besides the basic
criteria for success, various attempts have also been made by different researchers
to determine the critical factors for a successful construction project. Lists of
variables have been drawn up; however, no general agreement can be made on
them. Chan (1996) identified the following six major groups of independent
variables as affecting the performance of a project: client, project, project
environment, project team leaders, project procedures, and project management
action. The impact and interaction of these independent variables, in turn,
determine the success of the project. Hong Kong has undergone tremendous
changes over the past few years in its social, political, and economic environment,
stemming from such developments as the re-unification of Hong Kong with
China, the Asian financial crisis, and the downturn in the local economy. The
findings of previous studies might not fully reflect changing needs in the area of

healthcare projects.

This research is structured to improve the conceptual understanding of the issues

involved in measuring the success of a project and the specific factors affecting

the success of healthcare projects. A more refined model for predicting the
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success of healthcare projects will be developed. This chapter outlines the

research objectives, research hypotheses, research approach, and the significance

of the research study.

1.2 OBJECTIVES OF THE RESEARCH

The primary objective of this research is to develop a conceptual model for

achieving successful healthcare projects. The specific goals of this research are:

a.

to identify the major problems in running healthcare projects;

to identify from relevant literature those factors that are critical for running a

successful healthcare project (independent variables);

to develop a framework and a project success index (PSI) to measure the

success of healthcare projects (dependent variables);

to identify those factors that have a strong correlation with the success of a

project; and

to develop a conceptual model explaining the relationship between the

critical success factors (CSFs) and the performance of healthcare projects.
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1.3 RESEARCH HYPOTHESES

Two hypotheses are formulated for investigation in this research:

(1) A successful healthcare project is one that is completed within budget and on
schedule, meets the required quality standards, is environmental friendly and
safe, achieves its intended functions, conforms to the expectations of the users,
clients, and project participants and satisfies them, and leads to the generation

of profits and long-term gains.

(2) The success of a healthcare project is a function of project-related factors,

project procedures, project management actions, human-related factors, and

the external environment; such factors are both inter-related and intra-related.
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1.4 RESEARCH APPROACH

Sekaran (1992), as cited in Walker (1997a), provided a useful general model of a
research process for basic and applied research (Figurel.1). This model clearly
illustrates the process that a researcher with a rather vague idea of a potential
problem worthy of research can follow, by formulating a working hypothesis
based upon observations and a review of the works of others, which may
contribute to the formulation of a testable hypothesis or set of hypotheses (Walker,

1997a).

The specific methodology of this research followed the concept of Walker’s model
and is consistent with the approach adopted in previous research (Chan, 1996).
It was based on a literature review, questionnaires, and interviews. Details of the

research methodology will be discussed in Chapter 6.
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Figure 1.1 Research process for basic applied research [Sekaran (1992), as cited in

Walker (1997a)]
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1.5 SIGNIFICANCE OF THE RESEARCH

According to the Census & Statistics Department, Hong Kong’s population is
projected to increase at an average annual rate of 1.3%, from 6.29 million in
mid-1996 to 7.38 million in mid-2006, and further to 8.21 million in mid-2016
(Census & Statistics, 2003). The proportion of those aged 65 and over is
projected to rise from 10% in 1996 to 11% in 2006 and further to 13% in 2016.
Correspondingly, the median age of the population is projected to rise from 34%
in 1996 to 39% in 2006 and further to 41% in 2016. Apart from births, both an
increase in the number of immigrants and an ageing population are imposing a
large demand on healthcare facilities. The situation worsened after the outbreak
of Severe Acute Respiratory Syndrome (SARS) in March 2003. Not only did
SARS bring about a global alert against infectious diseases, it also highlighted the
weakness of the present healthcare system and facilities in Hong Kong. The
number of SARS patients came to total 1,755 as at 3 August 2003, and 299 people
(including front-line medical staff) died from the illness (Department of Health,
2003). One of the major factors behind the rapid spread of SARS was the lack

of effective isolation wards in Hong Kong. In order to prevent another outbreak
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of infectious disease, the Financial Committee of the Legislative Council agreed
to allocate HK$409.6 million to carry out alteration and addition works in nine
public acute-care hospitals. The aim was to provide about 1,280 beds in isolation
rooms/wards of different sizes for confirmed and suspected SARS patients before
the end of 2003 (Information Services Department, 2003). It has been
recommended that the government including the building a separate hospital for
infectious diseases as part of its long-term plans. In view of this, the number of
hospital extension and construction projects is expected to increase in the coming

years.

This research will provide a significant amount of information on the factors that
are important for a successful healthcare project. It will enhance the
understanding of clients, contractors, and designers on the running of a successful
project and help them develop an enhanced system for achieving excellent
performance on healthcare projects in the future. The findings of this study can
also assist in the selection of members of the projéct team, help to identify the
needs of the project, and forecast the performance level of the project. A

predictive model will be developed to assess the level of success of the healthcare
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project even before it commences and as it proceeds. This research will help to

set a benchmark for determining the performance of healthcare projects.

Apart from its practical use, this study will also be useful in the field of
academics/education. The results of this research will enrich the content of

management education programmes for students and project managers.

Hitherto, studies on the managing of healthcare projects have rarely been
conducted in Asian countries. Most of the previous studies have been based on
the situation in the United Kingdom and North America. Within Asia, each
market has very distinct characteristics but all are founded on the common aims of
providing accessible, high-quality cost-effective services focused on the needs of
the patients. The differences between Asian countries tend to involve those of
scale and speed of development, which can be measured by underlying
macro-economic conditions, and the political and social environment (Brazier,
1996). Thus, the results of this study can be used as a reference for other Asian
countries. It can further be used in an international study involving Asia,

Europe, and North America, by extending the study in collaboration with fellow
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researchers in these areas. This will help strengthen our understanding of how

healthcare projects are managed in different countries.

1.6 OUTLINE OF THE STRUCTURE OF THE THESIS

This chapter introduces the background, objectives, hypotheses, research

approach, and significance of this study.

Chapter 2 describes the local healthcare system. The definition of healthcare
services is provided. The changing structure, distribution, and composition of
Hong Kong’s population are presented. The roles of the major public
organizations responsible for the planning, financing, and provision of healthcare

are described.

Chapter 3 describes the characteristics and problems involved in running a

healthcare project as identified in the literature review.

Chapter 4 reviews the literature related to the various measures of assessing the

10
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success of a project. This chapter aims to provide comprehensive knowledge on
how the success of a project is assessed and to develop a research model for

measuring the success of a project.

Chapter 5 develops a conceptual framework of the factors affecting the success of
a project by providing a comprehensive summary and a systematic critique of the
existing literature related to the critical success factors of projects. A new

model that includes the factors and their variables is presented.

Chapter 6 describes the methodology adopted in this study. It covers the data
collection process, the development and structure of the questionnaire, the sample

used, and the statistical techniques used to analyse the data.

Chapter 7 analyses the major problems involved in running healthcare projects by

the mean-score method. Different views from clients and contractors are

highlighted in this chapter.

Chapter 8 establishes the criteria for the success of healthcare projects in Hong

11
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Kong. The process of developing a Project Success Index (PSI) for healthcare

projects is described in this chapter.

Chapter 9 reports the results of the statistical tests. The main statistical tools

employed are factor analysis and stepwise multiple regression analysis. The

revised research model generated as a result of the factor analysis is presented.

Chapter 10 discusses the significant outcomes reported in Chapter 9 and examines

the reasons for the results. This chapter aims to highlight how this study relates

to past studies.

Chapter 11 provides an evaluation of the reliability and validity of the derived

models for predicting the level of success of the projects.

Chapter 12 presents the conclusion, discusses the implications of the study, and

makes recommendations for future studies.

12
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1.7 SUMMARY OF THE CHAPTER

This chapter provides a general outline of this study. The background,

objectives, hypotheses, research approach, significance, and structure of the thesis

are discussed.

13
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CHAPTER TWO

HEALTHCARE SYSTEM IN HONG KONG

2.1 INTRODUCTION

This chapter introduces the healthcare system in Hong Kong. First, the
definition of healthcare services is provided. Then, the changing structure,
distribution, and composition of Hong Kong’s population are presented.
Furthermore, the roles of the major public organizations responsible for the
planning of healthcare policies, healthcare financing, and provision are described.

Aspects of the financing of the healthcare system will also be examined.

2.2 HEALTHCARE SERVICES

In Hong Kong, healthcare services can be classified into the primaryl, secondary?,

and tertiary’> levels with acute and extended care* components (Hospital

The patient’s first point of contact with the healthcare system
More specialized and complex medical care '
Highly complex and specialized care

Treatment to a patient in the acute stage of iliness to restore health

AW N -
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Authority, 2000). The Hospital Authority provides over 90% of secondary and

tertiary care in Hong Kong. The Department of Health and the Hospital Authority

provide approximately 15% and 3%, respectively, of primary medical care. The

private sector provides 70% of primary medical care and less than 10% of

secondary and tertiary care (Hospital Authority, 2000). Extended and long-term

care are provided almost exclusively by the Hospital Authority (Hospital

Authority, 2000). Being the main provider of secondary care, the Hospital

Authority is the leader in providing hospital facilities for Hong Kong residents.

Figure 2.1 shows the provision of healthcare services by various parties in terms

of percentage.

Primary Care Secondary Care & Tertiary Care Extended and Long Term Care
3%

12% 7.9%7 oy

0.1%

70% 92% 100%

L m Hospital Authority m Department of Heaith Private Hospitals/Doctors Others ]

Figure 2.1 The provision of healthcare services by various parties in terms of
percentage

Source: Hospital Authority (2000), www.ha.org.hk
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2.3 DEMOGRAPHIC STATISTICS

For any given area, population is one of the major factors determining what
healthcare services can or should be provided. The characteristics of the
population for which the services are provided are likely to influence the nature of
the actual services and to influence any assessment of their appropriateness in
terms of effectiveness and cost or efficiency (Grant and Yuen, 1998). The
healthcare needs of the community can be also assessed with reference to the
population growth, the rate at which the population is ageing, health indices, and

healthcare expenditures.

2.3.1 Population Growth

Hong Kong’s population has grown very slowly in recent years. The annual rate
of increase of 5.3% in 1996-1997 fell to about 1% in 1997-1999 and to 0.9% in
2000-2002. The changing structure of the population can be explained by the

rate of natural increase®. The rate of natural increase dropped from 7.0 in 1992
to 2.1 in 2002. Therefore, the number of births relative to the number of deaths

shows a falling trend. Figures 2.2 to Figure 2.4 present the population, the

*> The number of known live births over known deaths occurring in a year per thousand

16
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number of deaths, and the number of births, respectively in Hong Kong from 1997

to 2002. Despite the natural death and birth rate, immigration is another

important determinant of population. Mainland China is the major source of the

HKSAR's immigrant population. Under Article 24(2)(3) of the Basic Law,

persons of Chinese nationality born outside Hong Kong of Hong Kong permanent

residents shall be permanent residents of the HKSAR and enjoy right of abode

(ROA). Since July 1, 1997, 130,000 residents of mainland China have entered

Hong Kong (HKSARG, 2002). During 2001-2002, about 45,000 mainland

residents came to settle and join their families in the HKSAR. Figure 2.5 shows

the number of new arrivals from mainland China to Hong Kong. Although the

figure shows a declining trend from 2000, the new arrivals still have an effect on

the demand for healthcare services.

17
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Figure 2.2 Population by age group, 1997- 2002

Source: Census and Statistics Department. Hong Kong Annual Digest of Statistics 2003
Edition. PDHKSARG 2003 p. 5. Table 1.2
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Figure 2.3 Deaths by sex, 1997-2002

Source: Census and Statistics Department. Hong Kong Annual Digest of Statistics 2003
Edition. PDHKSARG 2003 p. 4. Table 1.1
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Figure 2.4 Number of births, 1997-2002

Source: Census and Statistics Department. Hong Kong Annual Digest of Statistics 2003
Edition. PDHKSARG 2003 p. 4. Table 1.1
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Figure 2.5 New arrivals from mainland China holding a one-way permit (by sex)

Source: Census and Statistics Department. Hong Kong Annual Digest of Statistics 2003
Edition. PDHKSARG 2003 p. 12. Table 1.12
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2.3.2 Population Projections

Planning for the delivery of health services is dependent on accurate and timely
projections of the future features of the population and its composition (Grant and
Yuen, 1998). Three key influences, including fertility, mortality, and migration,
need to be considered when making population projections. Table 2.1 presents

the projected population by district board districts in 2002, 2006, and 2012.

Table 2.1 Hong Kong resident population by District Council District: 2002,
2006, and 2012 (as at mid-year)

. Districts 2002 2006* 2012*
Hong Kong Island 1,296,500 1,408,300 1,322,900
Kowloon 2,026,500 | 2,103,900 | 2,372,100
itors 3,458.800 | 3,606,300 | 3,908,500

Marine Residents

*Source: Planning Department (2003). Projections of population distribution 2003-2012

by District Council District.

* Source: Planning Department (2002a)._Projections of population distribution 2002-2011
by District Council District.

2.3.3 Life Expectancy

Life expectancy is a useful measure to describe and compare the conditions of
mortality at specific ages (Census and Statistics Department, 1999). Life
expectancy at birth for males rose from 68 to 76, and for females from 75 to 82

during 1971 — 1996. This is a trend common to developed countries (Grant and

20
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Yuen, 1998). Table 2.2 shows the life expectancy in the period 1997 to 2002.
The life expectancy at birth for boys and girls rose from 77.2 to 78.4, and from
83.2 to 84.0, respectively. The demand for care is likely to rise sharply as Hong
Kong people live longer. Therefore, the need to integrate the component parts of

the healthcare system will become more pressing.

Table 2.2 Life expectancy at birth by sex, 1997-2001

Year Expectation of Life at Birth (Number of years)
Male Female
199 b 772 | 832
1998 77.4 83.0
1999 : 777 83.2
2000 78.0 83.9
2001 s 8.4 84.0

Source: Census and Statistics Department. Hong Kong Annual Digest of Statistics 2003
Edition. PDHKSARG 2003 p. 4. Table 1.1

With reference to the statistics on population and life expectancy, several
conclusions can be made. First, Hong Kong’s population will grow very slowly
because of a low fertility rate and a low birth rate. Children under 15 will drop
from 16% of the population in 2001 to 12% in 2031. Life expectancy at birth
continues to increase; therefore, the population is ageing and the median age is
expected to move from 37 in 2001 to 46 in 2031. Although migration will slow

the rate at which the population will age, the number of aged (those aged 65 or

21
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over) will still increase substantially, from 11% of the population in 2001 and to

24% in 2031.

Besides the ageing population, the outbreak of Severe Acute Respiratory
Syndrome (SARS) in March 2003 also led to a great'demand for hospital beds and
healthcare facilities, and hinted at the extent to which any future outbreaks of a
highly infectious disease could strain the healthcare system. Therefore, the
Financial Committee of the Legislative Council agreed to allocate HK$409.6
million to carry out alterations and addition works in the following hospitals in
order to provide about 1280 beds before the end of 2003: the Alice Ho Miu Ling
Nethersole Hospital, Kwong Wah Hospital, Pamela Youde Nethersole Eastern
Hospital, Prince of Wales Hospital, Princess Margaret Hospital, Queen Elizabeth
Hospital, Queen Mary Hospital, Tuen Mun Hospital, and the United Christian
Hospital (Information Services Department, 2003). An infectious diseases block
will be built in the Princess Margaret Hospital, the Tuen Mun Hospital and the
Alice Ho Miu Ling Nethersole Hospital within three years (SCMP.COM, 2003).
For long-term planning, the Government should build a separate infectious

disease hospital. In view of this, the number of hospital extension and
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construction projects is expected to increase in the coming years.

In Hong Kong, the Planning Department provides guidelines for providing
community facilities. Many of the recommended standards for the provision of
community facilities are based upon the growth or concentration of the population
in a given area (Planning Department, 2002b). The Planning Department
recommends that for purposes of long-term planning, the aim is to provide 5.5
beds (including all types of hospital beds both in the public and private sectors)
per 1,000 persons. Table 2.3 shows the number of hospital beds in different

arcas.
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Table 2.3 Medical institutions with hospital beds by area and type of

institution
Area/Type of institution 1997 1998 1999 2000 2001 2002
Hong Kong Island
[Hospital Authority hospitals
Institutions 15 15 15 15 15 14
Hospital beds 6,691 6,859 6,905 7,019 6,953 6,925
|Hospitals in correctional institutions
Institutions 6 6 7 7 7 7
Hospital beds 152 132 146 146 146 146
Nursing homes and private hospitals
Institutions 9 8 8 8 8 8
Hospital beds 1,407 1,389 1,380 1,357 1,310 1,286
Sub-total e :
Institutions 30 29 30 30 30 29
Hospital beds 8,250 8,380 8,431 8,522 8,409 8,357
Kowloon
Hospital Authority hospitals
Institutions 10 10 10 9 9 9
Hospital beds 8,322 8,332 8,587 8,695 8,882 9,127
Hospitals in correctional institutions
Institutions 2 2 2 2 2 2
Hospital beds 98 98 98 98 98 98
Nursing homes and private hospitals
Institutions 8 10 11 12 12 12
Hospital beds 1,405 1,533 1,866 1,878 1,874 1,917
Sub-total '
Institutions 20 22 23 23 23 23
Hospital beds 9,825 9,963 10,551 10,671 10,854 11,142
New Territories
Hospital Authority hospitals
Institutions 15 17 17 17 16 16
Hospital beds 11,391 12,692 13,110 13,718 13,408 13,453
[Hospitals in correctional institutions
Institutions 14 14 14 14 14 14
Hospital beds 504 473 473 472 466 485
Government clinics/maternity homes
Institutions 8 8 7 5 4 4
Hospital beds 72 70 28 26 25 25
Nursing homes and private hospitals
Institutions 9 12 14 13 12 12
Hospital beds 758 1,258 1,693 1,691 1,690 1,697
ISub-total
Institutions 46 51 52 49 46 46
Hospital beds = 12,725 14,493 15,304 15,907 15,589 15,660
102 929 98
34,852

Source: Census and Statistics Department.

Hong Kong Annual Digest of Statistics 2003
PDHKSARG 2003 p. 285-286. Table 13.2

Edition.
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Although the number of hospital beds per 1,000 of the population rose from 4.7 to
5.2 within these years, this is still insufficient to meet the long-term target of
providing 5.5 hospital beds per 1,000 persons. If the number of hospital beds
remains unchanged, the situation will worsen, with the number of hospital beds
per 1,000 persons falling to 4.9 and 4.6 in 2006 and 2012, respectively.
Moreover, hospitals need to be planned and developed in a regional context,
taking into consideration the likely future concentrations of population (Planning
Department, 2002b). Currently, substantial changes are occurring in the location
of the population. In the future, there will be a marked redistribution of the
population, particularly from Kowloon and Old Kowloon to the New Territories
(Grant and Yuen, 1998). This will create a large demand for hospital beds in the

New Territories District.

In order to achieve the target of 5.5 hospital beds per 1,000 persons in 2006 and
2012, the number of hospital beds needs to be increased. The number of hospital
beds required in 2006 is 39,170, so there will be a shortage of 4,011 beds. Using
the North District Hospital, which has 618 hospital beds, as a standard acute-care

hospital, this means that about 7 hospitals will need to be constructed in 2006.
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After six years, 2,661 additional beds or 4 more hospitals will be needed. The

distribution of these extra 11 hospitals will be 4 in Kowloon and 7 in the New

Territories. The detailed calculations are presented in Table 2.4.

Table 2.4 Future projections on hosp

ital beds in 2006 and 2012

: S 2006 2012
Required number of hospital beds =7,121.8 5.5 =7,605.6*5.5
(=5.5/1000 * estimated population) | =39,170 = 41,831
-) Existing number of hospital beds | -) 35,159 -) 39,170

(based on 1999) (based on estimated
number in 2003)
= Shortage of hospital beds =4,011 =2,661
/) Hospital beds in an acute hospital | /) 618 /) 618
(North District Hospital)
= Number of hospitals =6.49 =431
(7 hospitals) (4 hospitals)

2.4 PUBLIC AGENCIES: ORANIZATIONS, RESPONSIBILITIES, AND

STRUCTURE

In a pluralistic society, responsibility for health services tends not to fall within
the jurisdiction of a single government department of monolithic proportions.

Therefore, the tendency is for there to be various agencies involved in providing
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healthcare (Grant and Yuen, 1998). Some organizations are in the public sector,

such as government departments or statutory authorities; some are

non-government organizations that may be subsidized by the government or by

other voluntary organizations; some are in the private sector, and may or may not

be controlled by the government. However, the most important ones with the

greatest influence on the provision of healthcare is the public sector. Figure 2.6

presents the organizations involved in providing healthcare services in Hong

Kong. The following discussion will mainly focus on the Health and Welfare

Bureau of the Government Secretariat, the Hospital Authority, and the

Department of Health.

Healthcare
Services

Fire Services Labour Urban Services
Department Department Department
Environmental Social Regional
Protection Welfare Services
Department Department Department

Figure 2.6 Organizations providing healthcare services
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2.4.1 Health and Welfare Bureau

The Health, Welfare, and Food Bureau is responsible for formulating policies and
allocating resources for health in Hong Kong. It also oversees the
implementation of policies to protect and promote public health, to provide
comprehensive and lifelong holistic care to each citizen, and to ensure that no one
is denied adequate medical treatment due to a lack of means (HKSARG, 2002).
The Secretary for Health and Welfare is the head of this Bureau and is responsible
for the formulation of health policy, within the overall framework of the policies

outlined in the Chief Executive’s Budget and the Policy Address.

2.4.2 Department of Health

The Department of Health was established on 1 April 1989. It is the
Government's health adviser and agency for executing healthcare policies and
statutory functions. It safeguards the community's health through a range of
promotional, preventive, curative, and rehabilitative services. It also works with

the private sector and teaching institutions to protect the public’s health.
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2.4.3 Hospital Authority

The Hospital Authority is a statutory body established on 1 December 1990 under
the Hospital Authority Ordinance to manage all public hospitals in Hong Kong. It
is an independent organization, but is accountable to the government through the
Secretary for Health and Welfare, who is responsible for formulating health
policies and monitoring the Authority’s performance. = The Hospital Authority
also provides medical treatment and rehabilitation. services to patients through

hospitals, specialist clinics, and outreach services.

The Hospital Authority formally took over the management of all 38 public
hospitals and institutions, and their 37,000 members of staff on 1 December 1991.
It currently manages a Head Office, 43 public hospitals/institutions, 47 specialist
outpatient centres and 13 general outpatient clinics. As at 31 December 2001, it
managed a total of 29,022 hospital beds, representing 4.2 public hospital beds per
1,000 of the population. It employs 49,692 full-time staff and 98 part-time staff.
It operated under a recurrent budget of $29,881 million in 2002/03 (Hospital

Authority, 2004).
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The Authority is mainly responsible for delivering a comprehensive range of
secondary and tertiary specialist care and medical rehabilitation through its
network of healthcare facilities. It also provides some primary medical services in
13 primary care clinics providing 938,800 general outpatient attendances. In
2001/2002, there were a total of 1,213,600 inpatient discharges and deaths,
8,461,500 specialist outpatient attendances, and 2,594,700 accident and

emergency attendances (Hospital Authority, 2004).

Under the Hospital Authority Ordinance, the role of the Hospital Authority

includes:

e Advising the Government of the public’s needs with regard to hospital
services and of the resources required to meet those needs.

e Managing and developing the public hospital system.

e Recommending to the Secretary for Health and Welfare appropriate policies
on fees for the use of hospital services by the public.

e Establishing public hospitals.

e Promoting, assisting, and taking part in educating and training HA staff and in

research relating to hospital services.
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Before the establishment of the Hospital Authority, the responsibility for

constructing public hospitals belonged to the Architectural Services Department

(ASD). After December 1990, the Hospital Authority took over this role. The

Hospital Authority is now the major client for hospital projects. The

organizational structure of the Authority is presented in Figure 2.7. The Deputy

Director of Hospital Planning & Development is responsible for developing

hospital projects. The hospitals in Hong Kong are shown in Figure 2.8.
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Deputy Director (Business Support Services)

Hospital Authority

Deputy Director (Corporate Affairs)

Deputy Director (Finance)

Chief Executive

Deputy Director (Finance Development)

Deputy Director
(Hospital Planning & Development)

Regional Advisory
Committees

Deputy Director
(Management/Human Resources)

Hospital
Governing
Committees

Hospital Chief
Executives

Deputy Director (Information Systems)

Deputy Director (Management)

Deputy Director (Operations) (3)

Hospitals

Deputy Director (Operations
& Service Development)

Deputy Director (Public Affairs)

Figure 2.7 Structure of the Hospital Authority
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4 *°

Public Hospital (Hong Kong Island) Public Hospital (Kowloon)

la) Queen Mary Hospital 1b) Tsan Yuk Hospital 3a) Queen Elizabeth Hospital 3b) Kowloon Hospital
1¢) Tung Wah Hospital 1d) Fung Yiu King Hospital 3c¢) Hong Kong Buddhist Hospital 4a) Kwong Wah
1e) Duchess of Kent Children’s Hospital Hospital

1f) MacLehose Medical Rehabilitation Centre 4b) Wong Tai Sin Hospital 4c¢) Our Lady of Maryknoll
2a) Pamela Youde Nethersole Eastern Hospital 5a) United Christian Hospital 5b) Haven of Hope Hospital
2b) Tang Shiu Kin Hospital 2c) Ruttonjee Hospital 5¢) Tseung Kwan O Hospital

2d) Tung Wah Eastern Hospital 2¢) St. John Hospital Public Hospital (New Territories)

2f) Cheshire Home (Chung Hom Kok) 6a) Princess Margaret Hospital 6b) Kwai Chung Hospital
2g) Wong Chuk Hany Hospital 6¢c)Caritas Medical Centre  6d)Lai Chi Kok Hospital
Private Hospital 6¢) Yan Chi Hospital 7a) Prince of Wales Hospital

Pa) Canossa Hospital (Caritas) 7b) Shatin Hospital 7c) Cheshire Home (Shatin)

Pb) Hong Kong Adventist Hospital 7d) Bradbury Hospice

Pc) Hong Kong Central Hospital 7e) Alice Ho Miu Ling Nethersole Hospital

Pd) Hong Kong Sanatorium & Hospital 7f) Tai Po Hospital 8a) Tuen Mun Hospital

Pe) Matilda International Hospital 8b) Pok Oi Hospital 8c) Fanling Hospital

Pf) St. Paul’s Hospital 8d) Castle Peak Hospital 8e) Siu Lam Hospital

Pg) Hong Kong Baptist Hospital 8f) North District Hospital

Ph)Evangel Hospital Others Public Hospitals and Institutions

Pi)Precious Blood Hospital (Caritas) 9a) Hong Kong Red Cross Blood Transfusion Services
Pj) St. Teresa’s Hospital 9b) Rehabaid Centre  9¢) Grantham Hospital

Pk) Tsuen Wan Adventist Hospital 9d) Hong Kong Eye Hospital 9¢) Nam Long Hospital

PI) Union Hospital

Figure 2.8 Map showing the distribution of hospitals and institutions in Hong
Kong
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2.5 HEALTHCARE EXPENDITURE AND FINANCING

Hong Kong has a relatively simple system for financing healthcare. There is no
government health insurance system or any hypothecated health tax. But all
Hong Kong residents are eligible to receive care, for free or at a heavily
subsidized rate from the government. The services provided by the public sector
(90% of inpatient care, 15% of outpatient care and most of the preventive and
rehabilitative care) are financed almost entirely through general revenues (Grant
and Yuen, 1998). For the private sector, direct payment is the dominant mode of

financing.

2.5.1 Healthcare Expenditure

Table 2.5 shows the expenditures of the Department of Health and the Hospital
Authority in the period 1995 to 1999. Table 2.6 presents the estimated amount
of expenditure on capital works by the Hospital Authority. It shows that the
budget set for capital works started falling in 2000, due to the serious budget
deficits of the HKSAR government. A budget of HK$7770.01 million, including
17 new buildings or improvement projects by the HA (with an estimated value

exceeding HK$15 million), was approved in September 2003. Two projects
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were planned, with the funds for them earmarked in 2002, totalling 518 million.

Five projects totalling 1,953.941 million have been completed. Ten projects

totalling 7,252.01 million are under construction and under the separate charge of

the Architectural Services Department (ASD) and the Hospital Authority (HA).

These projects include an expansion of hospital facilities, an expansion or

improvement of patient services, hospital improvement, refurbishment, and

redevelopment.

Table 2.5 Expenditures of the Department of Health and the Hospital

Authority
1996/97 | 1997/98 | 1998/99 | 1999/00 | 2000/01 | 2001/02
000 ’000 *000 ’000 ’000 000
Department of 2,315 2,619 2,945 2,980 3,034 3,198
Health
Hospital Authority | 21,595 24,221 26,903 27,908 28,723 30,478
Medical 212 243 261 289 262 269
Subventions under
the Department of
Health
Total 24,122 27,081 30,109 31,177 32,019 33,945

Source: Census and Statistics Department.

Edition.

Hong Kong Annual Digest of Statistics 2003

PDHKSARG 2003 p. 310. Table 13.22
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Table2.6 Estimated amount for capital works by Hospital Authority, 1997 —

2002
Year | Estimate Amount (Million$)
1997-1998 21,306.746
1998-1999 17,836.428
1999-2000 15,687.929
2000-2001 16,152.794
2001- 2002 12,764.758

Source: Hospital Authority (2004), www.ha.org.hk

2.5.2 Healthcare Financing

The construction and provision of healthcare buildings and facilities in Hong

Kong are mainly financed by the government through the Capital Works Reserves

Fund and Capital Subventions and Major Systems and Equipment, respectively.

The amount and breakdown of these two streams of funding are presented in

Table 2.7.
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Table 2.7 Healthcare funding, 1989 — 2004

Captl Works Revrve Fund | CoPUe St M
approved project estimates . .
Year ($°000) proj eg,g%”“’es

Clinics Hospitals
1989-1990 78,695 3,774,056 2,599,283
1990-1991 285,708 4,514,141 2,863,550
1991-1992 206,195 5,140,075 2,863,550
1992-1993 186,200 4,995,350 3,395,867
1993-1994 - 186200 5843100 3,387,572
1994-1995 k215‘,500 7,506,879 4,220,194
1995-‘1996;_ 593,990 - 9,444,044 5,086,048
1996-1997 794,130 9,780,619 5,578,658
1997-1998 844,680 9,476,450 8,664,439
1998-1999 668,480 9,342,050 9,860,390
1999-2000 1,981,480 19,221,690 14,068,506
2000-2001 2,202,437 7,842,740 13,892,602
2001-2002 2,083,437 - 8,804,740 13,298,360
2002-2003 2,002,157 7,641,090 13,223,907
2003-2004 1,748,757 7,335,650 16,072,856

Source: Finance Bureau. Estimates for the year ending 31* March 1990 ... 2004

2.5.3 Trend of Expenditures

The trend in healthcare expenditures in the public sector since 1981 is shown in
Table 2.8. It demonstrates that public sector expenditures over the past years have
increased significantly in absolute terms as a percentage of total public
expenditure, and as a percentage of GDP. In 1981, health expenditures on the

public sector consumed only 7.6% of the government budget as compared to
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12.4% in 2002/03. In terms of percentage of GDP, it rose from 1.2% in 1981 to
2.1% in 1996/07, and to 2.7% in 2002/03. It is clear that there is a rising trend in
expenditures on healthcare in the public sector. The Harvard Team (1999)
suggested that public health expenditures will increase from their current level of
2.5% of GDP to between 3.4 and 4.0% of GDP by the year 2016. This means
that in the next 18 years, public healthcare expenditures may take up 20 to 23% of

the total government budget, a significant increase of 14%.

In conclusion, Hong Kong enjoys a relatively simple system for financing
healthcare for the public, which is funded by general revenues and entails minimal
changes. Approximately 5% of GDP is spent on healthcare each year. Most
inpatient care is provided through the public sector. Such expenditures are

expected to rise steadily over the next two decades.
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Table 2.8 Public healthcare expenditures, 1981 — 2002

Recurrent Capital Total Public Total Public | Total Public | Total Public
Health Health Expenditure Expenditure | Expenditure | Expenditure
Year Expenditure in | Expenditure | on Healthcare | (HKSM) on on

the Public in the Public | (HK$M) Healthcare Healthcare

Sector Sector as % of as % of GDP

(HK$M) (HK$M) Total Public

Expenditure
() ) B)=(1)+(2) (4) | (5)=0)4) | (6)=3)/GDP

1981-1982 1769.7 344.4 2114.1 27778.2 7.6 1.2
1982-1983 2196.3 195.2 2391.5 34597.8 6.9 1.3
1983-1984 2536.6 188.7 27253 33393.1 8.2 1.5
1984-1985 3017.0. 2951 3312.1 - 39881.7 8.3 1.3
1985-1986 3439.3 327.6 3766.9 -43444.0 8.7 1.4
1986-1987 39488 - | 5179 4466.7 479309 - 9.0 1.4
1987-1988 41924 729.0 4921.4 53635.8 9.2 1.3
1988-1989° 49332 - 739.4 5672.6 64798.6 8.8 1.3
1989-1990 6093.0 1214.0 7307.0 81945.0 8.9 1.5
1990-1991 . :|. = 7724.0 " | - 1563.0 9287.0 95198.0 9.8 1.7
1991-1992 9785.0 1379.0 11164.0 108422.0 10.3 1.7
1992-1993 12340.0 o 1296.0 13636.0 123493.0 11.0 1.8
1993-1994 14520.0 3937.0 18457.0 155207.0 11.9 22
1994-1995 17027.0 © | +2295.0 19322.0 165950.0 11.6 1.9
1995-1996 19963.0 4322.0 24285.0 191338.0 12.7 2.2
1996-1997 22702.0 2461.0 125163.0 211248.0 11.9 2.1
1997-1998 26032.0 1950.0 27982.0 234780.0 11.9 2.1
1998-1999 28790.0 26100 . 31400.0 266448.0 11.8 2.5
1999-2000 29909.0 1865.0 31894.0 269484.0 11.8 2.6
2000-2001 30509.0 2244.0 32753.0 267507.0 12.2 2.5
2001-2002 31960.0 2253.0 34213.0 269359.0 12.7 2.7
2002-2003 32462.0 1439.0 ©-33901.0 273055.0* 12.4 2.7

* Estimated value

Source: HKSARG.

2.6 SUMMARY OF THE CHAPTER

Hong Kong 1983 ... Hong Kong 2002

In this chapter, the healthcare system in Hong Kong is briefly introduced.

Because of a growing and ageing population, rising community expectations for
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services from the Hospital Authority and advances in medical technology, the
existing healthcare system 