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Medical Cost and Inflation in Malaysia:   

A Leadership Dilemma 

 

By 

Jaswinder Singh A/L Gurnam Singh 

 

October, 2021 

 

The general inflation rate is seen on a continuous rise over the recent years. The inflation rate, 

however, remains at a single digit growth. Looking deeper at the components of the consumer 

price index that measures the inflation rate, the medical cost inflation rate has been on an 

alarming double-digit inflation over the recent years. Several researchers have identified the 

qualitative factors that contribute to this phenomenon. Some researcher found that the 

increase in new technology adoption, changes in behavioural and lifestyle and overutilization 

of insurance are amongst the leading factors contributing to the double-digit inflation rate.  

Many insurance companies have since modified its product design towards catering 

preventive and lifestyle changing reward program to help manage the increasing cost of 

claims due to the high inflation rate. However, modifying one factor is insufficient to manage 

the overall inflation rate in medical & healthcare area. This case study will analyse the 

leadership dilemma faced by various agencies in managing the effect of economic factor 

towards the medical cost inflation rate. A deep study of the relationship between various 

economic factors against the inflation rate is required to further analyse and understand the 

appropriateness of current medical cost model in Malaysia. 
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CHAPTER 1: INTRODUCTION 

 

1.1 BACKGROUND 

 

 Medical cost in Malaysia has been facing a double-digit inflation over the recent 

years. Despite the recognition it received from the World Health Organization, as one the 

most improved healthcare system in the world, the increase of cost cannot be justified by the 

given recognition. The pace seen since 2016 shows Malaysia rising to third place in the Asian 

region, beating even the regions average which stood at 10.2% in 2017. Several reasons have 

been identified as being the main contributing factor to the worrying trend of inflation rate. 

Community lifestyle, technological advancement & overutilization of insurance benefits are 

among the top three reasons leading to increasing medical cost, thus leading to worrying 

inflation rate. 

 

 

Figure 1: Comparison of overall inflation rate against medical inflation rate and average salary growth between 2016 - 

2018 

 

 Between 2016 & 2018, the medical cost inflation has grown exponentially while the 

average salary growth shows a much slower pace. What’s even worrying the overall inflation 
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rate is much lower compared to the double-digit medical cost inflation rate. With the 

healthcare inflation outpaces the overall inflation at an alarming rate of approximately four 

times the consumer price index for the Asian region, major concern arises from the 

perspective of sustainability of the Malaysia’s healthcare system, insurance companies and 

the public healthcare infrastructure. When compared to the rest of the world, the European 

market shows a similar trend, however at a much lower percentage. However, such trend in 

the developed nations are less worrying as the healthcare and medical aid infrastructure such 

as insurance is at a better position to absorb the overall impact of the inflation rate. The 2019 

global trend report show the Asia Pacific region gaining the second spot of gross medical cost 

trend rate with an average of 7.8%, falling behind the Latin America at 10.6%. Malaysia 

marked the highest gross cost trend in its history at 13.1%, falling behind Vietnam at 16.3% 
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(Mercer Marsh Benefits, 2018) 

 

Table 1Global average medical trend rates 2017-2019 
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Figure 2: Gross medical trend cost rates in the Asia Pacific region from 2018 to 2020 with a forecast for 2021, by country 

or region 

 

 The gross medical cost trend continues to show an increase since 2018 and is 

expected to continuously grow exponentially in 2021.  Various factors have been identified as 

the key contributing factors leading to the alarming medical cost inflation rate in Malaysia. 

From the community lifestyle front, “Urban diseases” have been highlighted as the leading 

cause of the inflation rate. Poor eating habits, poor diet and smoking are among some 

contributors of “urban disease” (Yap Kok Wooi, Empirical analysis of factors influencing the 

public health expenditure in Malaysia, 2018). Such lifestyle and behaviour lead to a poor 
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health condition, which further causes an increase in medical services and hospitalization. As 

a result, the overall inflation rate is seen to be on a steep increase. With the poor lifestyle and 

poor health condition being on an equivalent increasing trend, it cannot be denied that these 

simple factors have a major impact on the overall medical cost inflation rate. 

 

 From the technological front, expensive imported medical equipment and supplies has 

been identified as the second important factor leading to the medical cost inflation rate. 

Malaysia may have come a long way in improving its healthcare services and such fruitful 

efforts must be applauded. However, it is still lacking in the area of developing a robust 

healthcare research and development sector, leading it to be highly dependable on foreign 

supplies. The recent depletion of ringgit value led to the rise of overall cost of importing 

goods and supplies. This can be seen through the increase in annual total health expenditure 

in the recent years. 

 

 

Figure 3: Total health expenditure between 1997 - 2014 

 

 Insurance has played a positive role in helping many Malaysians in getting access to 

faster medical assistance by accessing to private healthcare providers. However, with such 
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benefit comes another dilemma, the overutilization of insurance benefit that potentially leads 

to increase in gross medical cost and inflation rate in Malaysia. 

 

1.2 PROBLEM STATEMENT 

 

 In the recent years, the uncontrollable medical cost inflation rate has led to focus 

being shifted from healthcare treatment to wellbeing and illness prevention. Much emphasize 

is given to lifestyle changes focused on attaining a balanced and healthy body and mind. 

Whilst these factors can be considered as modifiable factors that would have a long-term 

impact on the medical cost inflation rate, various equally contributing economic factors are 

not given an equal attention. It is a noticeable fact that the economic development and 

structure does play an important role in the ever-increasing medical cost inflation rate. 

Factors such as pharmaceutical cost, cost of new medical technology, over utilization of 

insurance are some factors that are yet to be explored as the potential contributing cause of 

medical cost inflation rate. The healthcare and insurance industries have shifted their focus 

towards managing the risk factors and lifestyle modification while neglecting these economic 

factors that could also be equally managed and addressed in curbing the medical cost 

inflation rate. As a result, majority of Malaysians are slowly moving towards public hospital 

to seek treatment because the current treatment price in private healthcare has become 

beyond their affordability. This phenomenon causes the public hospitals to face an influx of 

patients while the private hospitals are facing an increase of foreigners seeking for treatment 

that is affordable based on currency exchange. 

 

 The private healthcare affordability has become another raising concern in the recent 

years. Most private healthcare settings have moved from accepting cash paying patients to 
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preference of insurance as mode of payment. As of 2017, the medical and health penetration 

rate is hardly meeting 10% due to the premium affordability issues. An average Malaysian 

earns RM2463 as of 2016, while the average medical and health premium is RM170 – 

RM250 per month. (Arpah Abu-Bakara, 2016) With the increasing cost of living, insurance is 

barely a necessity to an average Malaysian. Despite being on a heavier side on cost, most 

insurance companies are facing major challenges in being sustainable, thus leading them to 

increase premium between 10%-15% in the recent years. If the medical cost inflation 

continues to face a similar trend of increase, most insurance companies would face a 

challenging time in providing an affordable premium to Malaysians. With lack of medical 

insurance made available to consumers, those seeking treatment will eventually be forced to 

go to government hospital for treatment, thus causing an influx of demand of good healthcare 

services. 

 

1.3 RESEARCH QUESTIONS 

 

This case study is designed to identify the various factors involved in the medical cost 

inflation rate in Malaysia and the leadership dilemma faced by various agencies in ensuring a 

healthier rate for a sustainable healthcare system in Malaysia. The following questions have 

been outlined to understand the various factors that contribute to increase medical gross rate 

in Malaysia: 

i. How does adoption of medical technologies affect the overall medical inflation rate in 

Malaysia? 

ii. What is causing the vast difference in medical technologies adoption between private 

& public healthcare providers? 
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iii. How does the community lifestyle changes affect the overall medical inflation rate in 

Malaysia? 

iv. How does overutilization of medical insurance affect the overall medical inflation rate 

in Malaysia? 

v. What are the challenges the leader in healthcare sector are facing to provide cost 

effective medical services for community to ensure a sustainable healthcare system in 

future? 

 

These questions are directed towards weighing of the factors contributing towards the 

medical cost inflation rate as well as identifying the various relationships and the leadership 

dilemma faced by the healthcare sector in ensuring a healthy inflation and sustainable 

healthcare system for the future. 

 

1.4 CASE STUDY OBJECTIVES 

 

This case study is designed with the following objectives: 

i. To determine economic factors contributing to the medical cost inflation rate 

ii. To examine the impacts of the unsustainable medical inflation rate on the 

sustainability of the healthcare system  

iii. To determine the leadership challenges faced in ensuring a healthy medical 

inflation in Malaysia 
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1.5 SIGNIFICANCE OF THE STUDY 

 

The findings of this case study are of importance to various stakeholders. Firstly, the findings 

would help policymakers in Malaysia to get a holistic view of the factors that are contributing 

to the medical cost inflation rate. Aside from the known contributors, the findings of this 

research would help provide a different perspective on the matter at hand. The Ministry of 

Health of Malaysia, being the leading policy maker in the healthcare sector would be able to 

use the findings for the future healthcare planning. Aside from the policymakers, the Life 

Insurance Association of Malaysia (LIAM) alongside with the medical and health insurance 

companies and takaful providers would benefit from the findings of this research, especially 

in planning for a future insurance and takaful model. Insurance sustainability is also an area 

of high concern today, and this research finding, hopefully will assist these stakeholders to 

better manage the utilization rate to minimize potential abuse of benefits as well as designing 

products that could cater to various segments of healthcare needs, hence distributing risks 

more efficiently.   
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CHAPTER 2: LITERATURE REVIEW 

 

2.1 MEDICAL TRENDS IN MALAYSIA 

 

 Medical cost inflation has not been much researched in Malaysia. Whilst many 

reports were published in the recent years, much emphasis was given to the lifestyle effect on 

medical cost while the economic factors were side-lined. Many scholars are interested in the 

utilization and purchase interest of insurance. While there is pressure on governments to 

reduce costs in the healthcare sector there is also some pressure in improving service quality 

and healthcare access to majority of people. 

 

 Generally, two main factors contribute to an overall inflation fate. The demand-pull 

inflation occurs when the aggregate demand for goods and services in an economy rises more 

rapidly than an economy's productive capacity. The Cost-push inflation, on the other hand, 

occurs when prices of production process inputs increase. These factors when studied 

together, shows a dynamic impact on an overall inflation rate. Adam Smith (1776) 

distinguished between nominal price and real price as “the real price of everything...is the toil 

and trouble of acquiring it. The same real price is always of the same value; but on account of 

the variations in the value of gold and silver, the same nominal price is sometimes of very 

different values.” Inflation is commonly associated with nominal price. 

 

 Historically, a great deal of economic literature was concerned with the question of 

what causes inflation and what effect it has. There were different schools of thought as to the 

causes of inflation. Generally, they are divided into two broad theories, Quality Theories of 

Inflation and Quantity Theories of Inflation.  The quality theory of inflation rests on the 
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expectation of a seller accepting currency to be able to exchange that currency at a later time 

for goods that are desirable as a buyer. The quantity theory of inflation rests on the quantity 

equation of money that relates the money supply, its velocity, and the nominal value of 

exchanges. Adam Smith and David Hume proposed a quantity theory of inflation for money, 

and a quality theory of inflation for production.  

 

 Higher medical inflation has often provoked people to blame pharmaceuticals and the 

earnings of physicians. However, as discussed earlier, there are various factors that contribute 

to the overall medical cost inflation. There are various organisational strategy that plays an 

important role to manage the medical cost in Malaysia, and a strong leadership is required to 

drive the strategy across the various involved agencies. The combination of quantity and 

quality theories of inflation along with demand-pull and cost-push factors would enable a 

holistic view on the study and helps to create a sturdy research. 

 

 In order to sustain the medical cost along with ensuring an equality in access to 

quality healthcare, a robust organisational strategy with strong leadership is a pivotal 

requirement. As we explore the various contributing independent variable that contribute to a 

sustainable healthcare cost and inflation, the following conceptual framework will be the 

guiding principle of this this entire study: 

 

 

Figure 4: Theoretical Framework 
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2.3 ECONOMIC COSTS 

 

 Medical cost in Malaysia may seemingly be reasonable compared to many other 

ASEAN nations. This has led to Malaysia to be recognised as one of the most sought-after 

health tourism destination in the region. This however does not resemble the actual 

affordability rate for the local community. Several factors have led to the rise in economic 

cost leading to the disparity in affordability in seeking medical treatment in private hospitals 

in Malaysia. Various financial factors leading to a rise in economic cost was highlighted in 

the study “Sustainable Supply Chain Management Practices and Sustainable Performance in 

Hospitals: A Systematic Review and Integrative Framework”. Below are two recommended 

metrics that we analysed: 

Categories Metrics 

Information and 

technology 

management 

e-procurement (extent to which it is implemented), ease of 

use and usefulness, product identification, accurate and 

reliable tracking, information availability, information 

accuracy, information kept up to date, adherence to 

standards and rules, communication among parties, and 

amount of information sharing 

Financial Purchasing costs for medical devices and pharmaceuticals, 

value of orders coming from tender processes, value of 

orders chosen of orders coming from tender processes, 

value of orders chosen without tender processes, 

administration costs for medical devices and 

pharmaceuticals flows, value of discounts and devices and 

pharmaceuticals flows, value of discounts and rebates, 

supply expense as a percentage of total hospital expense, 

Mix index adjusted admission, inventory value, value of 

inventory lost, inventory carrying costs and stocking 

requirements, transportation costs, revenue growth, 

profitability, net profits, return on investment, profit to 

revenue ratio, cash flow from operations, cash flow rate, 

share of net patient revenue, patient profitability, cost of 

services, operating costs, cost reduction due to the quality 

of service delivery, maintenance costs, savings due to 

efficiency and conservation improvements in energy, 

water, waste, travel, and food, and social investment 

volume. 
Table 2: Sustainable supply chain management performance metrics in hospitals 
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 While the metrics above highlights some key aspects to be monitored, the 

organisation strategy required to implement the above recommendations needs to be driven 

by a strong leadership which is less explored from the qualitative aspect of the study. A 

sustainable healthcare system is successfully achieved if only the leaders, public, patients, 

staff and other organizations play their important roles where the leaders become the central 

who set the tone and strategic direction. (Noor Hidayah Jamaludin, 2013) 

 

 Some key areas that indirectly contribute to the rise in economic costs were also 

identified by several other studies that can be further explored from the angle of potential 

organisational strategy by a leader: 

 

 

2.3.1 COMMUNITY LIFESTYLE CHANGES IN MALAYSIA 

 

 In September 2015, the United Nations introduced the Sustainable Development 

Goals (SDG) or Global Agenda (2016 – 2030) to replace the Millennium Development Goal 

(MDG) which highlighted good health and well-being as a key pillar.  

 

 In Malaysia, good health and community lifestyle are also the key factors that without 

realising plays an important role in medical cost in Malaysia. In a study by University 

Kebangsaan Malaysia, population over the age of 65 years and infant mortality rate are 

outlined as two independent variables of the health status factors that contribute to per capita 

public health expenditure. The increasing ageing population, lower infant mortality rate along 

with the rise of lifestyle related conditions such as diabetes, cardiovascular diseases and 

hypertension creates an increase in demand that needs to be fulfilled. The increase in chronic 
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diseases in Malaysia requires much attention to ensure that the community in general is well 

taken care of and receives proper healthcare services without burdening them. While the 

study emphasised on the empirical analysis of medical expenditure, there is a need to analyse 

the qualitative aspects of the medical cost inflation especially from the leadership and 

management aspects of various public and private agencies to ensure that the medical 

benefits are equally accessible to all income group of people, irrespective of gender, age, race 

and status. 

 

 

Table 3 Population and vital statistics (2013 vs. 2001) 

 

 

Table 4 Medical personnel ratio to population as of Dec 2013 
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2.3.2 OVERUTILIZATION OF MEDICAL INSURANCE BENEFIT IN MALAYSIA 

 

 In a report by Emerging Markets Direct, Malaysia Industry Research – Healthcare 

2015, insurance utilization is reported to seen a significant increase. The KPJ healthcare 

reported that 55% of patients uses insurance to pay for their medical bills. (Emerging Markets 

Direct Media Holdings LLC, 2015)  It was also reported that the employee benefit sector 

(insurance benefits provided by employers to their employees) contributed to 50% of the 

overall premiums collected by 28 insurance providers in Malaysia for the years 2014/2015. 

This rise in insurance utilization leads to an ease for people to gain access to healthcare 

services at private hospitals in times of need. With such benefits, along with “dr google”, the 

potential overutilization of insurance could be an area that needs some attention. 

Overutilization in this context is not the abuse of benefit, however over prescription of 

treatment or even investigation either requested by patient, or doctors, who “just wants to be 

sure”. 

 

 In another study by Universiti Utara Malaysia, The Effect Of Health Insurance On 

Health Care Utilization: Evidence From Malaysia, it was concluded that there is a direct co-

relation between extension of health insurance facility, intensity in inpatient care at private 

hospitals and increase in usage of insurance at private hospitals. This study recommended 

institutionalising the health insurance to give better access to care to public, however no 

further qualitative study was done on the root cause and leader dilemma faced in 

operationalising the proposal. 
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2.4 MEDICAL TECHNOLOGY ADVANCEMENT IN MALAYSIA 

 

 Aside from the medicine cost, the advancement of medical technology in Malaysia is 

another key factor to the increase in medical cost in as was reported by Mercer March 

Benefits’ 2018 Medical Trends Around the World. It is reported that almost 28% of supplies-

driven cost increase was driven by new and expensive technology such as biodegradable 

cardiac stents. (Mercer Marsh Benefits, 2018) This increase in trend is seen throughout the 

world, however, for a developing nation like Malaysia, the impact on local community is 

higher than that of the developed nations. From an outside-in-perspective, the medical cost 

treatment in Malaysia may seem cheaper in the lens of Health Tourism, because the target 

market is the developed nations. However, when these technologies are deployed in 

Malaysia, it becomes less affordable hence causing people to highly depend on insurance for 

their medical bills. 

 

2.4 DEFINING LEADERSHIP STYLE 

 

 Leadership style is an extensive topic. However, in view of the study, the following 

summarized some of the key leadership style examined in the healthcare system in some of 

the developed nations. (Kelly, 2014) 

 

 Leadership, can be defined the accomplishment of a goal through the direction of 

human assistants; and a successful leader can be described as one who can understand 

people’s motivations and enlist employee participation in a way that marries individual needs 

and interests to the group’s purpose. A leader plays important role in planning, leading, 
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organising and controlling which in return determines the quality of the output of the 

organisation. (Paul J. H. Schoemaker, 2013) 

 

 

Figure 5 Overview of Effective Strategic Leadership 

 

 According to Blake and Mouton (1985), the best managers are those who are a 

combination of both task orientated and people orientated (Blake R, 1985): 

- Transformational Leaders: Leaders who inspire followers to make major changes or 

to achieve at very high levels. 

- Transactional Leaders: Emphasises the exchange of rewards for follower’s 

compliance. 

- Authentic Leadership: Model self-awareness and regulation and motivate followers to 

act more authentically too. 
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CHAPTER 3: METHODOLOGY 

 

3.1 INTRODUCTION 

 

 The objective of this case study is to determine the various contributing factor of 

medical inflation in Malaysia and the leadership dilemma in managing a sustainable 

healthcare system. For this study, I have selected key decision makers for various groups of 

healthcare system to obtain their input to support the study. These leaders, however have 

requested to remain anonymous. 

 

The reason I have selected these decision makers is because: 

1. I personally have been working in the insurance company for 9 years and specifically 

reporting to the leader for the past 2 years 

2. This insurance company is one of the top insurance company in Malaysia and APAC. 

3. I have been directly involved in various strategy development projects especially from 

the area of medical cost management and benefit utilization management 

4. I am personally working with some other leaders from 1 of the prominent private 

hospital in Kuala Lumpur 

 

 These decision makers are from prominent insurance company in Malaysia, a medical 

director from a top medical claim administrator in Malaysia, Chief Operations Officer of a 

prominent private hospital in Kuala Lumpur senior manager & managers from within the 

insurance company and private hospital that are directly involved in strategy development. 
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3. 2 ABOUT THE GROUPS INVOLVED HEALTHCARE SERVICES 

 

 The insurance company is currently the largest medical & health insurance service 

provider in Malaysia. It has been in Malaysia for more than 70 years and is specialized in 

providing holistic medical and health benefit products to individual customer and employee 

benefit schemes to companies. 

 

 The medical claims division has achieved the status of regional centre of excellence in 

2017 and the group hub for implementing various healthcare related strategies, and customer-

centric solutions towards building a healthier community. The medical claims division is 

supported by a strong team of medical doctors, certified nurses and various medical 

background personnel that makes it one of the most specialized medical claims division in 

Malaysia. 

 

 The private hospital selected is 1 of the renowned private hospital in Kuala Lumpur 

that has established the Cancer Research Centre of Excellence. The Chief Operations Officer 

of this hospital has more than 20 years’ experience in healthcare settings in Malaysia & 

Singapore and was awarded as the youngest female chief operation officer in the group of 

hospital. 

 

 The medical claims administrator selected is at the fore-front of developing various 

strategies in cost negotiations and effective medical cost management with private hospitals 

in Malaysia and Life Insurance Association Management of Malaysia (LIAM). The Senior 

manager of the medical health analytics has been in the healthcare industry for more than 20 

years specializing in cost containment. 
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3.3 SAMPLING AND DATA COLLECTION METHOD 

 

For this study, I have selected 10 respondents: 

1. Head of Health & Medical Claims Division of Insurance Company – R1 

2. Senior Manager of Medical Claims of Insurance Company – R2 

3. Medical Director of Medical Claims of Insurance Company – R3 

4. Chief Operations Officer of Private Hospital – R4 

5. Manager of Strategy Development of Private Hospital – R5 

6. Manager of Health Analytics Medical Claims Administrator – R6 

7. Associate Director of Business Transformation of Insurance Company – R7 

8. Senior Manager of Business Transformation of Insurance Company – R8 

9. Manager of Medical Claims Administrator – R9 

10. Senior Manager of Health & Wellness of Insurance Company – R10 

 

 This study is anchored towards identifying various factors influencing the medical 

inflation rate in Malaysia and the leadership dilemma faced in managing a healthy inflation 

rate towards a building sustainable and well accessed healthcare system. In view of that, the 

respondents selected are those who are involved in decision making at various levels and 

angles that support the healthcare system. From the hospital services, medical analytics, 

medical claims, and health & wellness program manager – these various leader will be able to 

provide in-depth inputs to help understand, examine and identify the key challenges faced 

and provide inputs for future betterment of the healthcare system; which is not limited to 

private & public hospitals only, but also supporting systems such as insurance, & wellness 

programs, 
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 I sought for the consent from Entreprise Risk & Compliance Team and Legal team for 

me to reach out to these leaders. Upon receiving the clearance, I planned for an interview in 

the month of March and April 2021. Due to the movement restricted order, these interviews 

were planned using Microsoft Teams, Google Meet & Zoom based on the availability of the 

systems of the respondents. 

  

 Each video interview lasted for approximately 45 minutes. With the consent of the 

respondents, the audio of the interview is recorded for analysis of results. All respondents 

provided verbal consent to record, however requested to remain anonymous. 

 

3.4 DATA COLLECTION METHOD 

 

This study used video call interview as the primary method of data collection. Questionnaires 

are derived from the research problem and research questions discussed in the first chapter. 

Below is the list of questions for the interviews: 

 

i. Adoption of modern medical technologies 

a. How does adoption of medical technologies affect the overall medical 

inflation rate in Malaysia? 

b. What is causing the vast difference in medical technologies adoption between 

private & public healthcare providers? 

c.  

ii. Community lifestyle changes 

a. How does the community lifestyle changes affect the overall medical inflation 

rate in Malaysia? 



   

 

22 

 

b. What are the impacts of the change in community lifestyle to the overall 

healthcare ecosystem? 

c. Can the increasing of ageing population be considered as a factor leading to 

increase in medical cost in Malaysia? 

iii. Overutilization of medical insurance 

a. Is there gross overutilization of medical insurance benefit seen over the recent 

years? 

b. How does overutilization of medical insurance affect the overall medical 

inflation rate in Malaysia? 

c. What are the factors causing Malaysians to “overutilize” their medical 

insurance benefit? 

iv. General 

a. What other factors that contribute to the medical inflation rate in Malaysia? 

b. What are the factors that is causing Malaysia to not be able to reduce medical 

cost & and distribute benefits equally to the community? 

c. What are the challenges the leader in healthcare sector are facing to provide 

cost effective medical services for community to ensure a sustainable 

healthcare system in future? 

 

3.5 DATA ANALYSIS METHOD 

 

 For analysis & discussion, I will dive deep into each of the interviews, identify any 

possible pattern of similarities or differences that can be further analysed. The differences will be 

analysed from the context of source of difference to help strengthen the study.  
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CHAPTER 4: DATA ANALYSIS 

 

4.1 ADOPTION OF MODERN TECHNOLOGIES 

 

Q1(a) How does adoption of medical technologies affect the overall medical inflation 

rate in Malaysia? 

 

 Most respondents felt that Malaysia has been actively involved in various fore fronts 

of adapting new technologies and being open to experimenting new innovations in the 

medical field. Some private hospitals such as the IHH Group and KPJ Group is seen actively 

adapting new non-invasive surgical techniques using gamma knives. While these 

technologies are seen to reduce complications and side effects on patients, the acquisition and 

maintenance of these modern tools are very costly. Aside from the material cost, the usage of 

these tools requires specialised training which costs tens of thousands, if not even more for a 

surgeon before one is familiar with it. Quoting respondent R4 

 

 “The cost of acquiring the medical equipment itself may go up to millions, excluding 

the training cost. Some of these equipment are highly sensitive that we need to not only send 

our doctors, but also a team of technicians to familiarize with the equipment. In one instance, 

we had to fly our entire team of 15 staff to Germany when Gamma knife was introduced in 

our hospital” 

 

 While most experimental techniques are not covered by insurance, as it falls under the 

general insurance exclusion clause, some approved techniques still higher than the 

conventional techniques. For example, a laparoscopic appendicectomy cost is almost 25% 
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higher than the conventional open appendicectomy. This higher cost is contributed by the 

costs of supplies, and the charge of the actual procedure itself, which is gazetted by the 13
th

 

Schedule. 

 

 While the surgical and procedure is seeing the introduction of various new 

technologies, the medical diagnostic industry is also experiencing an immense advancement 

in technology. Gone are the days when single reactive tests were used. Today, advanced PCR 

kits are widely used as it provides quicker results for a large variety of reactants. These kits 

cost almost double or more. However, it becomes the first line of tests by doctors as it cuts 

time by almost half for getting test results. In the recent Covid-19 pandemic; the evolution of 

rapid respiratory test usage can be seen. From the initial development of single antigen test, 

today, many companies have begun developing complex respiratory array test that includes 

covid as part of a standard respiratory test.  

 

 Many private healthcare centres are also offering a wide range of genetic testing for 

various disease, including cancers as part of preventive care. The inclusion of genetic testing 

in most health screening packages is seen as another contributing factor for the increase in 

medical cost in developing countries such as Malaysia. While the health screening tests today 

are inclusive of genetic test; some oncologist have also started exploring the potential of 

genetic test for people with family history of cancer. By identifying the genetic factor, early 

treatments can be planned accordingly to not only mitigate the risks of complications of 

cancer, but also the possibility of evading the risk of cancer itself. While some of these 

technologies may not be too common to general public in Malaysia, it certainly has been 

growing among many Malaysians who are constantly feeding their minds with medical 

advancement knowledge. 
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 Some respondents did mention the evolution in medical imaging as another area that 

may contribute to the overall medical cost inflation in Malaysia. Since the introduction of 3D 

imaging technologies, most consultants and surgeons prefer to use it as the primary imaging 

tool for investigating growths, tumours and internal abnormalities. MRIs, CT Scans and CAT 

scan has evolved tremendously with latest imaging technologies are able to provide better 

visibility of any abnormalities in the anatomical systems. These imaging technologies are 

covered by insurance; hence it becomes as the preferred tools for doctors to easily and 

quickly diagnose a condition presented to them, 

 

Q1(b.) What is causing the vast difference in medical technologies adoption between 

private & public healthcare providers? 

 

 Despite the advancement in technologies is seen making its way in Malaysia, the 

adoption rate in the public sector is way much lower than the private sectors. All respondents 

agree that the expensive cost of acquisition, maintenance and specialised training are the 

leading causes for the disparity. While the public sector is given a substantial amount of 

money for healthcare expenditure, most of the cost is usually used for facility upgrade and 

building of healthcare infrastructure at rural areas. Such measures are key to ensure that 

majority of Malaysians have a good access to proper healthcare facility in times of needs.  
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4.2 COMMUNITY LIFESTYLE CHANGES 

 

Q2(a.) How does the community lifestyle changes affect the overall medical inflation 

rate in Malaysia? 

 Chronic disease prevalence has been on a sharp rise in the recent years. While many 

Malaysians are affected with long-term illnesses such as diabetes mellitus, hypertensive and 

coronary artery disease, the sedentary and stressful lifestyle is seen as important predisposing 

factor. On one hand, the infant mortality rate is improving, while the overall life expectancy 

is also increasing. With these two areas improving, the overall population with long-term 

illnesses are equally increasing. Exposure to fast-food at a very young age are also 

contributing to an early onset of long-term illness. Quoting Respondent R3: 

 

  “Today’s busy life requires a lot of fast solution, that included in diet. Many people 

are opting for pre-made meals, takeaway fast-food and instant packs. These food are not only 

high in sodium, oil and sugar but also contains preservatives. Our body naturally is not made 

to digest these chemicals. This is the reason, if you realise in the recent years, even young 

children are suffering from hypertension and diabetes; something that was alien in our days.” 

 

 As the prevalence of long-term illness increases, the demand for the treatment and 

management also increases. Such increase in demand would eventually cause more research 

and development in the area, thus in return leading to newer drugs, newer treatment and 

increase in costs. While the impact is not as significant as others, most respondents felt that 

the lifestyle changes may only be a secondary factor in the overall equation of medical 

inflation. 
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Q2(b.) What are the impacts of the change in community lifestyle to the overall 

healthcare ecosystem? 

 Most respondent felt that the change in lifestyle, such as increase in sedentary 

lifestyle, stressful working environment and dependency on fast-food may have a secondary 

impact to the overall healthcare ecosystem. One of the most important impact would be the 

early onset of chronic illness, leading to a longer dependency on long-term care. With the 

increase in demand for long-term care, most government hospitals may not be able to manage 

the influx of cases. While the long-term illness is also available at private hospitals, the 

higher cost would lead people to seek for the treatment at public healthcare settings instead. 

For some, employee benefit insurance may be used to sustain for several years of treatment at 

private hospitals, however these people will eventually move to public healthcare settings 

upon retirement or end of insurance benefit. 

 

Q2(c.) Can the increasing of ageing population be considered as a factor leading to 

increase in medical cost in Malaysia? 

 Most respondents felt the increasing of ageing population is an insignificant factor in 

the increasing medical cost in Malaysia. Despite the growing ageing population increases the 

demand for medical treatment, especially for long-term illnesses, such demand is skewed 

towards the public healthcare settings. With an increase in demand in one area of the 

healthcare system, the impact is less significant compared to other aspects. Quoting 

respondent R10: 

 

 “How many people can afford private healthcare? Long-term illness like diabetes, 

hypertension and hyperlipidaemia requires constant medication once it surpasses the line of 

tolerance. Now these people are predominantly aged, and they come from a generation who 
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doesn’t believe on the importance of insurance and private hospitals. So what they do? They 

go to public hospitals. But does government charge for treatment? What happens is that the 

demand in public increases for certain group of people; and these group of people doesn’t 

affect the demand in private. There’s no direct impact of ageing community” 

 

 Most respondents however echoed that an effective public healthcare management 

strategy is required to help manage the increase in growing demand in the public healthcare 

setting. The management could include institutionalising insurance, as well as management 

of medical costs inflation in private healthcare settings to make it more accessible to middle-

class community. 

 

4.3 OVERUTILIZATOIN OF MEDICAL INSURANCE 

 

Q3(a.) Is there gross overutilization of medical insurance benefit seen over the recent 

years? 

 All respondents agreed that there has been gross overutilization of medical insurance 

benefit in the recent years. The medical insurance sector has seen an exponential growth in its 

penetration in Malaysia, especially in the employee benefit sector. With more employers are 

beginning to take up medical insurance as part of the benefit scheme for their employees, this 

uptake has also resulted with a substantial growth in its utilization amongst the people in 

general.  

 

 Respondents from the insurance sector stated there has been an approximately 15% 

average increase in year-on-year medical claims amount pay-out since 2015 to 2019. The 
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total number of claims also showed an upward trend with a claimed increase of 

approximately 12% year-on-year for the same duration. Quoting respondent R6: 

 

 “Hospitalization and treatment in Malaysia is increasing every year. Just look at the 

past 5 years, we went from single digit to double digit. At the same period, data shows the 

number of people buying medical card also increased rapidly. Now, we can only co-relate by 

using the logic that when a person has medical card, they will go private hospitals. Using 

demand-and-supply logic, demand for private hospital increase so cost will eventually 

increase” 

 

 A slower increase in total count of medical claims was seen in 2020 due to an 

unprecedented year as Covid-19 pandemic was seen raging. Despite the lesser growth, the 

cost-per-bill of various categories of medical claims was claimed to be of an approximate 

average of 10% - 14%. 

 

Q3(b.) How does overutilization of medical insurance affect the overall medical inflation 

rate in Malaysia? 

 All respondents mentioned that the overutilization has a significant impact on overall 

medical inflation rate in Malaysia. Majority of people with medical insurance benefit often 

uses the benefit for a quicker and presumably better treatment at private healthcare setting. 

Such trend would increase the demand for private healthcare. This growing demand is seen 

more prevalent amongst those who have the employee benefit medical insurance. 

 

 Another aspect of overutilization that was discovered was the over-treatment, and 

over-diagnostics. The medical insurance benefit may be used as a mean to gain easier and 
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better access to diagnostics and investigations for diseases. As much as technological 

advancement has open the doors to better diagnostic tools, most respondents claimed that 

there has been a growing trend of usage of high-end diagnostic tools and tests for some 

simpler diagnosis. One responded quoted that it was observed some doctors used an 

expensive wide spectrum respiratory array test to diagnose the potential cause of upper 

respiratory tract infection, when a much cheaper chest X-ray or standard respiratory antigen 

test could provide similar results.  

 

Q3(c.) What are the factors causing Malaysians to “overutilize” their medical insurance 

benefit? 

 Some of the factors causing Malaysians to “overutilize” their medical insurance 

benefits as shared by respondents are: 

1. Early treatment of simple symptoms 

Most people use medical insurance as a mean to gain quick access to treat simple 

symptoms such as flu and fever at private healthcare settings such as clinics and 

private hospitals 

 

2. Early diagnostic of simple symptoms 

When faced with symptoms such as fever and cold, most people have the urge to have 

a quick diagnostic test to be done at private healthcare setting.  

 

3. The urge “not to waste” the insurance premium paid 

Aside from the sense of being cautious, most respondents felt that insurance benefit 

holders tend to use the benefit as an important privilege that needs to be used, 

otherwise the premiums paid are “wasted” 
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4. Private hospitals provide better care 

In general, most people feel that private healthcare settings provide better care 

compared to public. Despite the fact that it is untrue, the general notion of public 

hospital denying admission and prescription of strong medications is considered as 

“not a good practice”.  

 

4.4 GENERAL 

Q4(a.) What other factors that contribute to the medical inflation rate in Malaysia? 

 Aside from the outlined factors discussed above, the general consensus among the 

respondents outline the following as some of the other factors that contribute to the medical 

inflation rate in Malaysia: 

1. Lack of robust organization strategy 

Most respondent felt that agencies involved in developing healthcare strategies lack a 

common understanding of the issue at the grass-root level. Insurance companies, 

private hospitals, and insurance claims administrators are independently drawing 

strategies to increase revenues and reduce operational cost for business sustainability. 

 

2. Lack of strong leadership in managing the healthcare system 

The burden of managing healthcare strategies lies solely on the shoulders of Ministry 

of Health of Malaysia (MOH). There are various other agencies such as Life 

Insurance Association of Malaysia, Private Hospitals Association of Malaysia, 

Malaysian Medical Association of Malaysia that should collectively work alongside 

MOH to manage the healthcare system in Malaysia. These agencies need a strong 

leader that can fore-see the impact of medical cost management and able to navigate 

various action plans by various agencies to design, implement, govern, and modify 
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strategies accordingly at different stage of implementation. A good leader who is 

capable of planning, leading, organizing and controlling various strategies is what the 

healthcare industry in Malaysia needs. Quoting respondent R7: 

 

“The Healthcare system in Malaysia is rather fragmented and are independently run 

like business model. Compare to Singapore & Australia, to a certain degree, there’s 

already centralization and monitoring body. Take pharmaceutical aspect for example; 

in Malaysia, there’s no centralized mechanism to place price benchmark. Doctor’s & 

hospitals can mark-up the price to their own benefit. Such practice is not allowed in 

Australia. There needs to be a central body to connect and integrate the various 

components of healthcare system in Malaysia so that it becomes easier to manage and 

place necessary control where required” 

 

 

Q4(b.) What are the factors that is causing Malaysia to not be able to reduce medical 

cost & and distribute benefits equally to the community? 

 Most respondents are of the notion that the following are the significant factors that is 

causing Malaysia to not be able to reduce medical cost and distribute benefits equally to the 

community: 

 

1. Non-regulated pharmacy price 

Medicine and drugs are the key component in a treatment. However, the price of these 

drugs in the private sector are not regulated. As business entities, private hospitals 

mark-up the medicine price to increase revenues. Apart from supplies and 

pharmaceutical charges, private hospitals are unable to mark-up the surgical and 
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consultations charges as it is government by the Private Healthcare Facilities Services 

Act 1998. 

 

2. Monopolistic Competition 

Healthcare industry is one that cannot be substituted. While there may be many 

private hospitals in Malaysia, the only differentiated services they can offer is the 

level of comfort and augmented services such as ward facilities. The healthcare 

providers in Malaysia are owned by few giant corporations.  Thus, the corporate 

strategies are rolled down across all owned hospitals. As such, while the treatment, 

investigation and medications may not be substituted or different from each other, 

these companies customer experience and satisfaction as the primary marketing 

strategy to attract customers. 

 

Q4(c.)  What are the challenges the leader in healthcare sector are facing to provide cost 

effective medical services for community to ensure a sustainable healthcare system in 

future? 

 One of the key challenges highlighted by the respondents is the lack of single goal. 

The healthcare industry in Malaysia today is more a business entity than a treatment facility. 

Most private hospitals are offering services that not only are catered towards healing, but are 

augmented by inclusion of wellness services and packages. Most private hospitals are owned 

by conglomerates that operate on basic principal or revenue, hence causing them to focus in 

competing from the angle of services that will enhance customer experience as well as 

provide a healing experience that will attract customers. These private hospitals have also 

moved towards providing services to international clientele as Malaysia becomes an 

attraction for health tourism. Such move requires huge investments in obtaining high-end 
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equipment and highly-skilled doctors to support the business strategy. Such services would 

lead to an increase in medical cost. Such increase would eventually lead to a larger gap in 

affordability of medical services to local community. As business begin growing to meet the 

demands of international clientele, the local community is forced to seek treatment at public 

healthcare settings, thus causing over-crowding. To resolve the overcrowding issues, 

government is forced to expand the facilities at public hospitals, instead of upgrading to the 

latest equipment. This move leads to a ripple effect whereby the community in general sees 

public hospitals as outdated and not as good as the private hospitals. 

 

4.5 PESTLE ANALYSIS 

 

 PESTLE analysis is a common tool used to analyse the macro-economic factors that 

influence an industry. This framework consists of Political, Economic, Social, Technological, 

Environmental and Legal factors that influences an organization’s or industry’s performance. 

I have chosen the PESTLE analysis as this framework is seen to have the most profound 

impact when analysing the organizational strategies for a monopolistic industry. I will be 

incorporating the inputs given by the respondents to best fit in the framework to come up 

with the overview of the industry. 

 

4.5.1 POLITICAL FACTORS 

 

 Healthcare industry is one that is highly influenced by government policies. Among 

the common factors that impact include including, insurance mandates, tax legislation 

changes, and consumer protection. Taxation system and policy changes also impacts the 

government spending for healthcare.  
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4.5.2 ECONOMIC FACTORS 

 

 Inflation, unemployment, and interest rates are some of the economic factors that 

influences healthcare organization’s performance factor especially in strategy development. 

Any changes can change how the public is able to spend their money, impacting policy 

spending. Pharmaceutical and medical supply manufacturing companies are needs to remain 

relevant in producing products that not only meet the increasing demands but as well as 

products that meet the high standards set by regulators. With the healthcare companies begin 

to spend in adapting newer technologies, the general spending is higher in private sector due 

to obtainability of investments, whereas the public sectors are bound by limitations as 

discussed in political factors. 

 

4.5.3 SOCIAL FACTORS 

 

 Healthcare relies on understanding the changes in demographics and public values. 

Some people have common fears, beliefs, and cultural norms. As such healthcare industry is 

required to be aware of such conditions as it will determine what organization strategies can 

be easily applied. Aside to that, healthcare organization need to be aware of newer medical 

solutions and trends to help plan and strategize effectively.  

 

 For example. alternative treatment is a trend that is picking up which requires 

healthcare organizations to strategize. Another trend that is picking up is the early diagnostic; 

where people are being more conscious of their health and starts taking extra step in being 

diagnosed for even simple symptoms. 
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 Lifestyle changes such as sedentary lifestyle is also another example that showcases 

social factor that impacts medical management and cost. The increase in chronic illness is a 

factor that indirectly contributes to medical cost inflation as it affects the overall utilization of 

medical benefits. 

 

 Preventive programs that encourages consumers have early diagnostics by utilizing 

diagnostic tools such as genetic screening, imaging and blood tests as part of screening 

program is also a social factor that contributes to medical cost and organizational strategy 

performance. 

 

4.5.4 TECHNOLOGY FACTORS 

 

 As discussed previously, medical technology advancement is rapidly growing in the 

recent years. Such evolution has direct impact on the medical cost as well as influences the 

organizational performance and building of healthcare strategies. Corporations that manages 

private hospitals need to identify the key areas that they would like to focus on in building 

their healthcare settings either to be a highly specialised centre of excellence or a general 

medical service provider. Accordingly, these hospitals need to acquire technologies to 

support their strategy in order to be relevant in the industry. 

 

 Such move would impact the medical cost as the key focus of these hospitals would 

drive the pricing strategies of their medical services. This trend, if continues, would create a 

competition that will eventually cause medical cost inflation as more and more hospitals 

begin marketing technologies that they are offering as well as creating a stream of demand 

through their promotional and education program. 
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4.5.5 ENVIRONMENTAL FACTORS 

 

 In the context of this study, environmental factors have the least insignificant impact 

on medical cost, inflation, and organizational strategies. However, on a broader perspective, 

climate changes would give rise to certain diseases that could be seasonal in nature. For 

example, during the drought season, there would be natural increase in reported dengue cases 

in Malaysia, similarly cholera during the monsoon season. Such seasonal changes have 

minimal to no impact to medical cost. 

 

 Pandemic outbreak on the other hand has a higher significance in contributing to the 

increase in medical cost. The Covid-19 outbreak for example demonstrated an increase in 

utilization of technology in creating rapid antigen kits, as well as mass research, development 

and production of vaccines not only in Malaysia, but globally. From the Malaysian context, 

since we are a consumer market, the healthcare organization needs to spend to purchase these 

technologies, rather than spending to develop them locally. Such action would lead to higher 

spending as the demand for Covid-19 diagnostic kit and vaccine is high globally, while the 

producers are limited. 

 

4.5.6 LEGAL FACTORS 

 

 Legal factors have somewhat impact on healthcare industry in Malaysia. While the 

barriers of entry are high due to the large investment and strict regulatory control in setting up 

of private hospitals and clinics, the legal factors are much lenient in other areas. 
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 The medical cost is one area that has some leniency. For example, the medical 

procedures and consultations charges are governed by the Private Healthcare Facilities and 

Services Act. This act covers from the specific charges that are chargeable for most 

procedures by a surgeon and anaesthetist and some procedures by a dentist. There are also 

some tiering recommendations in the act as well. That’s where however the legal factors are 

impacting the healthcare system. The medical supplies and pharmaceutical charges are not 

regulated, hence allowing private hospitals to charge what is deemed reasonable to them 

based on the organizational strategies. 

 

 Without holistic legal control, these loopholes is identified as one of the most 

significant cause of medical cost inflation in Malaysia. All respondents echoed that the lack 

of legal control from pricing control in supplies and pharmaceutical sector could cause a 

worsening medical inflation rate in Malaysia. 
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4.6 SWOT ANALYSIS 

 

SWOT analysis is a framework that is typical used to assess the four key angles of an 

organization or industry. The objective of the analysis is to identify not only the strengths and 

weakness that currently exists, but also the potential opportunities that are available for 

improvement 

Strengths  Weaknesses  

Stable geo-political environment that 

provides sufficient space for growth in 

healthcare sector.  

Lack of integration between public and 

private care, and primary, secondary and 

tertiary care. Public facilities are 

overstretched, leading to not only 

overworked healthcare workers but also long 

waits for patients seeking medical care.  

Strong private healthcare system 

complementing the public service. Health 

clinics/centre for every 20,000 population 

and a rural/community clinic for every 4,000.  

Countries providing reasonable healthcare 

should spend up to 8% of their GDP on it, 

however Malaysia is spending less than 5%. 

Hence, there is plenty of room for 

improvement.  

Thriving health tourism segment underpinned 

by relatively lower treatment costs, excellent 

healthcare services and a growing Asian 

market. 

 

Opportunities  Threats  

Allocation for healthcare is increasing. Under 

Malaysia’s 2014 Budget, the health services 

sector will be allocated MYR 20.5bn for 

operating expenditure and MYR 1.66bn for 

development expenditure. The total budget 

was MYR 19.3bn in 2013 and MYR 15bn in 

2012.  

High dependency on government subsidised 

services, even among those who can afford 

private healthcare treatment. Healthcare costs 

may rise and put a greater strain on 

government’s health expenditure. 
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Advances in technology create opportunities 

for significant improvements in the coverage 

and quality of healthcare, such as the use of 

telemedicine to reach communities in rural 

areas.  

The un-regulated prices of medical supplies 

and pharmaceutical products may lead to 

unhealthy mark-up of prices to meet a higher 

revenue stream 

Various healthcare agencies are already 

available in Malaysia. These agencies require 

a a strong leadership to steer various 

strategies in monitoring and regulating 

medical cost in Malaysia. 

Lack of monitoring of medical insurance 

utilization may create a moral hazard such as 

potential abuse of benefit. Such abuse may 

result in increase in demand hence increase in 

medical cost. Apart from that, the unhealthy 

usage of medical insurance may also lead to 

potential increase in premium, thus leading 

the wider gap in insurance purchase 

affordability 
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CHAPTER 5: CONCLUSION 

 

5.1 DISCUSSION 

 

 The medical cost and inflation in Malaysia is rather alarming and may be detrimental 

to the healthcare ecosystem if it is not tackled and managed strategically. While various 

factors causing the inflation and rise in medical cost are discussed, the most significant cause 

is found the economic costs. This includes the pharmaceutical and supply cost which are 

open for private hospitals to mark-up without a proper regulation. Since most private 

hospitals are operating on a business model where higher revenue and lower operational cost 

is the fundamental principle, most respondent felt that some amount of regulation and price 

control guidelines is required to govern and monitor the prices of supplies and medicines to 

make it fairly accessible to even a larger local community rather than just meeting the needs 

of foreign patients as part of health tourism program. 

 

Table 5: 5 year financial highlight of a private hospital in Malaysia 
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 While revenue generation is not wrong, but a healthy way of generating revenue is 

important in creating a sustainable healthcare system in Malaysia. Private Hospitals should 

play an important role in providing quality care that is affordable and accessible to a larger 

population in Malaysia as well. CSR programs, as much as it shows the efforts shown by 

private hospitals in impacting the society, it is not the only responsibility of private hospitals. 

These organizations should be an active player along with other agencies to be a provider to 

local community. 

 

 There is some concern raised by the respondents that there may be some moral hazard 

that may be leading to overutilization of medical insurance. With the increase of medical 

insurance penetration, more people have access to private hospitals. As such, consumers may 

use the given insurance benefits to not only help in early detection, but also potentially use is 

excessively use it even to seek treatment for simple diagnosis. Aside from the consumer 

perspective, there could also be a potential moral hazard from doctor’s who tend to use higher 

costing diagnostic tools and treatment when a patient presents with a medical card. 

 

 A strong leadership role is pivotal in driving the healthcare sustainability agenda in 

Malaysia. Under the 10
th

 Malaysian plan, the government has plans to reform the healthcare 

services industry with an emphasis on four key areas: 

1. Transforming delivery of the healthcare system 

2. Increasing quality, capacity, and coverage of the healthcare infrastructure 

3. Shifting towards wellness and disease prevention rather than treatment 

4. Increasing quality of healthcare human resource 
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 While the reformation agenda is something applaudable, the lack of leadership role 

creates a burden on Ministry of Health as the sole agency responsible for driving the program 

of work. With the lack of collaboration between various agencies to support the MOH, the 

efforts require even a stronger push for implementation. In a longer run, the affordability and 

accessibility to proper healthcare may be of a bigger concern of the future, as the inflation 

may continue to soar. 

 

5.3 LIMITATION 

 

 This study has had some setbacks and challenges. Firstly, the lack of openness of 

various healthcare leaders in sharing details for a university study has been the main 

challenge to be faced. Due to the lack of openness, almost all healthcare agencies, private 

hospitals and insurance companies are uncomfortable in providing quantitative data for 

analysis. As such, the study had to be framed to a quantitative analysis of leadership dilemma 

faced. 

 

 The pandemic has been the second key challenge in this study. The unprecedented 

year due to Covid-19 as steered most financial results as organizations and leaders are forced 

to large spending in creating infrastructure to meet the changes in business and organizations. 

Some organizations had to spend in upgrading the IT facilities by purchasing laptops and 

internet modems to support their staff to work from home. 

 

 With the limitations of travelling and face-to-face meeting, conducting interviews has 

been very challenging as constant follow-up is required. Most leaders have been busy 
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designing new strategies in ensuring business sustainability, thus reducing their interest in 

participating in the study 

 

5.4 RECOMMENDATION 

 

 There is a huge potential to further analysis and perform a concrete study on the topic 

of leadership dilemma in medical cost management. Among the areas that can be further 

explored is: 

1. Performing quantitative analysis on various types of mode of payment for healthcare 

services in private sector 

2. Analyse the potential difference in cost of medical treatment paid by insurance or out-

of-pocket by customers. 

3. Analyse the difference in specific areas of medical cost, such as pharmaceutical cost, 

supply cost, procedure cost or diagnostic cost between various private hospitals and as 

paid by insurance companies. 

 

In order to achieve sustainability in healthcare system as well as reducing the affordability 

gap between consumers, some form of projection is required to foresee the future of 

insurance affordability and overall medical cost if the current state remains the same.  
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