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Voluntary Health Insurance in Hong 
Kong – Three Decades in the Making
by Orchis Li, Gen Re , Hong Kong

About This Newsletter

Risk Insights is a technical publication 
produced by Gen Re for life and health 
insurance executives worldwide. Articles 
focus on actuarial, underwriting, claims, 
medical and risk management issues. 
Products receiving emphasis include life, 
health, disability income, long term care 
and critical illness insurance.

The Hong Kong Voluntary Health Insurance Scheme (VHIS) 
was finally launched on 1 April 2019. It followed three decades 
of public consultation and took a concerted effort from the 
government and the insurance industry. 

The government first launched its consultation paper back 
in 1985 with the aim of improving the healthcare system for 
the people of Hong Kong. The paper on which VHIS was 
based on was published in December 2014. Since that time 
the insurance industry has worked closely with the Food and 
Health Bureau (FHB) to agree product features, benefit scales, 
terms and conditions, and scheme rules.

The “Choose with Confidence” slogan of VHIS aims to stimulate increased uptake 

of private healthcare services for those who can afford it. It is hoped this will help 

to alleviate the heavy burden on the public sector, especially given the fast-aging 

population and high medical inflation seen in Hong Kong. With an all-in daily price 

for hospitalization of HKD 120 (USD 15), it is no surprise that 80%–90% of in-patient 

services are currently skewed towards government-funded hospitals.

The medical reimbursement plans certified compliant with VHIS requirements 

are classified into two types, namely Standard Plans and Flexi Plans. The Standard 

Plan gives basic coverage under general ward class. Insurance carriers involved in 

the VHIS must offer the Standard Plan. The plan has fixed benefits and terms & 

conditions. This makes the premiums very comparable across the market. The price 

difference between providers is primarily driven by the expense ratio, commission 

rate to distributors (if any), the assumed underwriting experience and profit margin 

requirements. As of February 2020, there were 29 Standard Plans on offer, most 

launched on 1 April 2019 when VHIS came into effect. As all companies were 

preparing for this independently, it is interesting to see how different premiums are.
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Figure 1 – Standard Plan Premium – Male Age 35 
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Figure 1 shows the average premium for males aged 35 is 

HKD 2,683 (USD 345). However, the range of premiums 

that you can obtain from the various plans is wide, from the 

cheapest (HKD 1,788 or USD 230) to the most expensive 

(HKD 4,914 or USD 630), i.e. 175% more expensive. It will 

be interesting to see whether prices converge over time or 

if the experience of different companies results in a diverse 

range of prices. Throughout the period when companies 

are developing their VHIS plans, we have stressed the 

importance of underwriting with this very transparent plan. 

In theory, the tighter the selection criteria the better the result 

of any medical portfolio. As all the pricing information is 

available on the VHIS website, an informed customer could 

easily purchase the cheapest plan. Of course, there are 

other considerations for customers, such as the ease of the 

application process, the service provided by the company, 

the financial strength and the brand of the company or how 

sustainable the premiums are, to name a few.

Another area of interest is whether the Standard Plan 

provides adequate cover for hospitalization. The government 

has stressed the importance of this point when developing a 

Standard Plan. Inadequate coverage from plans in the market 

discourage people from choosing the private sector. Figure 2 

shows the benefit schedule of the Standard Plan. 

Figure 2 – Standard Plan Benefits Schedule

Confinement Benefits
Daily Room and Board (max 180 days) HKD 750

Attending Physician’s Visit (max 180 days) HKD 750

Specialist’s Visit (per year) HKD 4,300

Surgical Limit (incl. Surgeon, 

Anaesthetist & OT (35%),  

per surgery max)

HKD 50,000

Miscellaneous Hospital Expenses  

(per year)
HKD 14,000

Other Benefits

Prescribed Non-surgical Cancer 

Treatments (per year)
HKD 80,000

Prescribed Diagnostic Imaging Tests  

(per year, 30% coinsurance)
HKD 20,000

Psychiatric Treatments (per year) HKD 30,000

Annual Benefit Limit HKD 420,000

Source: Voluntary Health Insurance Scheme, https://www.vhis.gov.hk/en/

One observation is that the benefit limit is not quite high 

enough when compared to some key items where there is 

publicly available information. For example, the room and 

board limit is HKD 750 (USD 100) while the general ward 

charges by some of the more highly utilized hospitals are 

ranging from HKD 560 to HKD 1,800 (USD 70–USD 230). 

Another area of comparison is the Surgical Limit. Gastroscopy 

is a very common procedure within Gen Re’s medical 

portfolios and from what we observe, especially if it is in a 

confinement setting, the maximum payment for a minor 

procedure of HKD 5,000 (USD 640) paid by the Standard 

Plan is below the amount required to cover all the likely 

incurred costs. Also, indicated in the Hospital Authority’s list 

of services, gastroscopy’s range of fees is from HKD 6,070 to 

HKD 12,750 (USD 770–USD 1,600).

Source: Voluntary Health Insurance Scheme, https://www.vhis.gov.hk/en/



It is certainly a hard act to balance having adequate benefit 

limits while being affordable to most.

It seems likely most people will purchase Flexi Plans instead. 

This conclusion is supported by the fact that non-VHIS plans 

that are selling well generally offer richer benefits than the 

VHIS Standard Plan. The FHB announced that over 300,000 

policies were bought in the first six months from launch with 

96% being Flexi Plans.

Flexi Plans offer Standard Plan equivalent protection plus 

flexible top-up protection with a variety of different benefit 

items, higher coverage and so forth. Hong Kong consumers 

look for comprehensive coverage, with guaranteed 

renewability to age 100 and peace of mind that benefit items 

cannot be reduced or cancelled. This leans toward a more 

cautious product design. How risks and costs are managed is 

of key importance here.

All in all, at Gen Re, we believe that other than a good 

product design, close monitoring of medical portfolios is 

very important. Data analytics should be performed on a 

regular basis such that you will be able to gain insights about 

the portfolio and manage risks before they get out of hand. 

In Asia where medical inflation is high, you also need to 

consider increasing premiums regularly to catch up with the 

inflation trend even when the portfolio looks healthy. There is 

indeed a lot of work involved in managing medical business, 

and in general companies with strong enterprise risk 

management frameworks that involve all stakeholders tend 

to perform better. By establishing a regulated framework 

and raising awareness through VHIS, I believe more people 

will purchase medical reimbursement plans. The issue for 

us is how to make such an important insurance product 

sustainable and affordable to all.

Further reading
https://www.fhb.gov.hk/download/press_and_publications/
otherinfo/180500_sr/e_ch1.pdf

https://www.ha.org.hk/visitor/ha_visitor_index.asp?Content_
ID=10045&Lang=ENG

https://www.hkbh.org.hk/fees-charges/room-types-rates/?lang=en

http://www.hksh-hospital.com/en/fees-and-charges/
accommodation-charges

https://www.stpaul.org.hk/internet/index.php/accommodations/
standard

http://www.sth.org.hk/other_service.asp?lang_code=en&dept_
code=IPS1

http://www3.ha.org.hk/fnc/Operations.aspx

https://www.info.gov.hk/gia/general/202001/16/P2020011600275.
htm
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