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The future looks even brighter for Private Healthcare 
Productivity Nexus (PHPN) as the government always 
prioritises healthcare to ensure a higher quality of 
life among Malaysians through better quality of care 
delivered more efficiently to the patient.
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The subsector productivity report for private healthcare, established by 
Private Healthcare Productivity Nexus (PHPN), illustrates key initiatives 
carried out by PHPN to enhance the productivity growth of this subsector 
comprehensively at national, sectoral and enterprise levels. In the f irst part, 
this report incorporates an overall look into the private healthcare subsector 
in Malaysia, mainly on its industry profiling, contribution to Malaysia’s 
Gross Domestic Product (GDP), productivity growth performance, and 
employment.

Furthermore, this report specif ies the challenges faced by the industry 
players operating in the subsector, predominantly related to the workforce 
and performance, technology, and regulation. It also manifests the effort 
by PHPN in charting the path for addressing and resolving the challenges 
through an innovative collaboration between the public and private sectors 
since its establishment in 2018. 

The future looks even brighter for Private Healthcare Productivity Nexus 
(PHPN) as the government always prioritises healthcare to ensure a higher 
quality of life among Malaysians through better quality of care delivered 
more eff iciently to the patient. This circumstance will position PHPN in 
a remarkable spotlight among ministries, agencies, associations, and 
industry players, creating an excellent opportunity for PHPN to establish 
productivity enhancement initiatives as the leading national agenda. 

In this respect, the future-looking recommendations are also presented in 
this report, indicating the next chapter of PHPN in several years in boosting 

productivity based on the Twelfth Malaysia Plan (12MP) and Malaysia 
Productivity Blueprint. Besides that, the way forward stated in 

this report will enlighten on the additional role of PHPN 
to evolve corresponding to the current healthcare 

needs and trends, alongside the vision set by 
the government on the future healthcare 

of the nation.  

Executive Summary
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Message from the
Director General, 
Malaysia Productivity Corporation

impactful initiatives since 2017, and key policies such 
as the New Industrial Masterplan 2030 and the 12MP 
Mid-Term Review. By maximising collaborative efforts 
across various platforms, MPC actively supports 
and facilitates the industry-driven initiatives of the 
Productivity Nexus. 

We take pride in highlighting the remarkable 
achievements of our subsectors in enhancing 
productivity. Through innovative practices, strategic 
investments, and a collaborative approach, our 
industries have embraced initiatives for productivity 
improvement, charting for an optimistic goal for a 
labour productivity growth of 3.8% per annum for the 
remaining 12MP period.

The Subsector Productivity Report 2022 presents 
a roadmap for attaining sustainable productivity 
gains, fostering innovation, enhancing the overall 
competitiveness of our industries, and propelling 
Malaysia towards sustainable economic growth. 
We believe that this publication will inspire fruitful 
collaborations, catalyse meaningful change, and 
contribute to our nation's shared prosperity.

Encik Zahid Ismail
Director General
Malaysia Productivity Corporation (MPC)

Malaysia Productivity Corporation (MPC) plays a 
pivotal role in bolstering Malaysia's economic growth 
by driving productivity advancements across all 
sectors, as outlined in the Twelfth Malaysia Plan 
(12MP). Malaysia's economy demonstrated promising 
performance, with a remarkable 8.7 percent GDP 
growth in 2022, surpassing the 3.1 percent achieved 
in 2021. This growth can be attributed to the recovery 
of private spending and investment, a decline in 
unemployment rates, and the strengthening of the 
ringgit.

The year 2022 presented both opportunities and 
challenges for Malaysia's economic landscape. 
Our nation navigated through a dynamic global 
environment characterised by technological 
advancements, shifting market dynamics, and the 
ongoing recovery from the pandemic's impact. 
Amidst these circumstances, productivity emerged 
as a critical driver of economic growth and 
competitiveness, serving as a key pillar for Malaysia's 
sustainable development.

MPC strategically leverages the sectoral Productivity 
Nexus to drive significant productivity growth in the 
services, manufacturing, and agriculture sectors. 
These efforts are carried out in alignment with the 
Malaysia Productivity Blueprint (MPB), which outlines 

   “ The Subsector Productivity 
Report 2022 presents a roadmap 
for attaining sustainable 
productivity gains, fostering 
innovation, enhancing the overall 
competitiveness of our industries, 
and propelling Malaysia towards 
sustainable economic growth  ”
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Statement from the
Champion,
Private Healthcare Productivity Nexus

In May 2017, the government launched the Malaysia 
Productivity Blueprint under the Eleventh Malaysia 
Plan (11MP) to maximise business efficiency through 
carefully designed productivity measures. This 
Blueprint laid the groundwork for eleven industries 
in Malaysia to become Productivity Nexus to enhance 
the productivity at the national, sectoral and 
enterprise levels. The Private Healthcare Productivity 
Nexus (PHPN) has been one of the most successful 
in accomplishing its targets for reforming the private 
healthcare sector in Malaysia. 

Since its establishment in 2018, PHPN has managed 
to enhance productivity in the Malaysian healthcare 
sector. One of the main factors behind this has been 
its ability to bring different bodies together to reach a 
consensus. PHPN aims to boost private healthcare in 
Malaysia through constant engagement, consultation, 
and facilitation with the public and private sectors. 
Recalling the early days of the PHPN, 75 of us sat 
together for three days just brainstorming on the 
challenges and pertinent issues in the healthcare 
sector that we can overcome. That was how we 
streamlined our top three initiatives that would 
transform private healthcare in the next decade.

This year marks the fifth year of PHPN, and the 
subsequent challenge is to sustain this successful 
journey. For this reason, public and private healthcare 
systems must continue to work together by playing 

significant roles in uplifting services and providing 
the best for the public. Collaborative measures taken 
to integrate and implement a comprehensive system 
are imperative to improve services, patient, and 
family care, alongside the process of admissions and 
medical interventions. With a symbiotic partnership 
between the public and private sectors, our healthcare 
sector will be wide open to efficient use of resources, 
better innovations, greater access to treatment and 
improved quality of delivery. 

I would like to personally thank everyone who has 
contributed to the publication of this subsector 
report. This report is designated to inform relevant 
stakeholders on the work we have been striving for 
the past five years. Furthermore, it can also serve as 
a policy paper comprising strategies and future work 
plans that PHPN considers as fundamental game-
changer to bolster the productivity performance of 
this subsector. 

I look forward to working together to deliver the 
strategies and action plans to enable us to face the 
challenges towards enhancing the industry growth 
and productivity, keeping Malaysia competitive!

Dato’ Dr. Jacob Thomas
Champion
Private Healthcare Productivity Nexus (PHPN)

   

  “ PHPN aims to boost
private healthcare in 
Malaysia through constant 
engagement, consultation,
and facilitation with the
public and private sectors ”
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Healthcare systems of an economy play an integral 
role in providing quality health services towards 
optimising the health of the population. The 
government envisages developing and sustaining 
healthy individuals, families and communities 
through a health system which is equitable, efficient, 
technologically appropriate, environmentally 
adaptable and consumer friendly. It is also committed 
to refining the current healthcare system with digital 
technology, innovation, and promoting individual 
responsibility and community participation towards 
an enhanced quality of life. (Kenny, Omar, Kanavathi, 
& Madhavan, 2017)

For that reason, most economies undergoing a 
structural change from low to high value-added 
healthcare activities have been characterised 
with the greater involvement of private providers. 
Governments have frequently utilised privatisation 
as a policy tool to reduce the financial burden of the 
public sector. Nevertheless, the privatisation and 
contracting of services to private businesses have 
resulted in an increasing shift in healthcare from 

The COVID-19 pandemic has posed numerous 
challenges in the areas of health, politics, economy, 
and the environment. However, it has also 
spurred remarkable growth and innovation in the 
healthcare sector. The global healthcare industry 
has experienced an unparalleled surge, with overall 
healthcare spending expected to reach a staggering 
USD12 trillion in 2022, up from USD8.5 trillion in 
2018. Healthcare investments have also reached 
an all-time high, with a substantial increase in 
venture investment and fundraising in 2021. Several 
companies specialising in innovative therapies, such 
as gene, cell/immunotherapy, and tissue engineering, 
have raised a staggering USD23.1 billion through 
public funding (World Economic Forum, 2023) 

being delivered as an essential public utility to a 
profit-seeking purpose by private providers. (Hameed, 
Rasiah, & Shukor, 2017). 

With encouragement by the Malaysian government 
under its privatisation policy kickstarted in the 1980s, 
the country witnessed the rapid development and 
significant upsurge in the number of investor-owned 
private hospitals. They were originally initiated 
by enterprising local doctors and subsequently 
supported by both local and foreign investors. With 
the significant increase in private investments and 
the unconstraint entrepreneurial initiatives, these 
fee-for-service hospitals started mushrooming 
throughout the country, alongside other private 
health care facilities and services (Abdullah & Kwee-
Heng, 2011).
 
As a result, the Malaysian healthcare system has 
evolved from a simple single provider system 
to  multiple providers categorised by public and 
private sector providers (Kenny, Omar, Kanavathi, & 
Madhavan, 2017). As such, private sector healthcare 

The investment in digital health has nearly doubled 
to USD57 billion in 2021, with a particular emphasis 
on telehealth and mental health. The market is under 
pressure due to the increasing number of digital 
health startups, including those from tech giants 
like Amazon. Further digital innovation is expected 
to keep up with the fast pace of change and revenue 
performance. Both clinical and commercial settings 
now have access to mature data aggregation 
technologies, and a growing number of companies 
are providing solutions to enable better insights for 
the healthcare industry (World Economic Forum, 
2023).

PRIVATE HEALTHCARE SUBSECTOR IN MALAYSIA

GLOBAL PERFORMANCE OF HEALTHCARE SECTOR

OVERVIEW OF HEALTHCARE SECTOR IN MALAYSIA
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 Ageing population: Malaysians will 
become an aged nation by 2030. There is a 
need for a breadth of services available and 
more awareness among consumers. 

 Rise in non-communicable diseases 
(NCDs): The quality increase in NCDs such 
as diabetes, hypertension, cancer, and lung 
disease has forced the government and private 
providers to look at primary care enhancement 
to diagnose, prevent and treat efficiently.

 Rise in healthcare costs: Public facilities 
become overloaded due to nearly free 
services and the rise of chronic diseases. The 
overheating system needs to be addressed 
by looking at public-private partnerships, 
especially in improving quality and health 
performance outcomes.

 Personalised Medicine: Personalised 
medicine is gaining popularity with the help of 
genomic information. It involves customising 
medical treatments and preventive care to 
unique genetic makeup of an individual. 

 Telemedicine: With the help of 
technology, telemedicine has become 
increasingly popular, especially in the wake of 
the COVID-19 pandemic. Patients can consult 
with healthcare professionals through video 

conferences or phone calls, allowing for more 
convenient and accessible healthcare services.

 Artificial Intelligence (AI):  The healthcare 
industry increasingly uses AI for various 
applications, including diagnostic imaging, 
drug development, and disease prediction. 
AI can help medical professionals like doctors 
and researchers to analyse large amounts of 
data and identify patterns that may not be 
apparent to humans.

 Patient-Centred Care: A growing trend 
towards patient-centred care prioritises 
the patient's needs and preferences in the 
treatment process. This approach aims to 
improve patient satisfaction and outcomes.

 Value-Based Care: The healthcare 
industry is shifting from a fee-for-service model 
to a value-based care model. In value-based 
care, healthcare providers are reimbursed 
based on the quality and effectiveness of their 
services rather than the quantity.

 Remote Patient Monitoring: Remote 
patient monitoring involves using technology 
to monitor patients' health remotely. This trend 
has been growing, particularly among seniors 
and individuals with chronic conditions.

complements the medical services provided by the 
public healthcare system. The private healthcare 
facilities in Malaysia are strongly supported by 
experienced, internationally recognised doctors and 
well-trained medical staff (Malaysian Investment 
Development Authority, 2021).
 
The private sector healthcare services are dominantly 
located in urban and highly economic activities 
areas providing mainly curative care and diagnostic 
through physician clinics, often called private general 
practitioners (GPs) and private hospitals. Medical 
fees for private healthcare services are paid out-of-
pocket by the patients themselves or covered by their 
employers or paid through their health insurance 
scheme (Kenny, Omar, Kanavathi, & Madhavan, 2017).
 

Malaysia has emerged as a foremost choice for 
international patients seeking healthcare treatment. 
Most foreign patients originate from Indonesia, 
China, India, Bangladesh, Japan, the United Kingdom, 
the Philippines, Australia, Singapore, and the United 
States. The highly sought-after medical procedures 
in the country are cardiology, fertility treatment, 
oncology, orthopaedics, general health screening, 
aesthetics, dental and neurology (Malaysian 
Investment Development Authority, 2021).

Transformation in healthcare is inevitable and 
immense, resulting from rapidly evolving and 
emerging global healthcare trends to improve 
patient outcomes and degree of access to care, as 
follows:
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Malaysia’s economy recorded an encouraging performance, with the Gross Domestic Product (GDP) for 2022 
recording 8.7%, exceeding the estimated 6.5-7% made in October 2022 (Figure 1). This growth performance also 
exceeds the 3.1% economic growth achieved in 2021. The achievement of 8.7% growth for 2022 is supported by 
a strong economic performance in the fourth quarter of 2022, which, among other things, saw the recovery 
of private spending and investment, a decrease in unemployment and the strengthening of the ringgit. The 
services sector appeared as the primary contributor to the economy of Malaysia and increased by 10.9 percent in 
2022, which is the highest among other sectors (Bernama, 2023). 

CONTRIBUTION OF PRIVATE HEALTHCARE SECTOR TO MALAYSIA’S ECONOMY.

Figure 1 : Annual Gross Domestic Products of Malaysia at constant 2015 Prices, 2017 - 2022 

Source : Department of Statistics, Malaysia
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 Preventive Healthcare:  There is an 
increasing focus on preventive healthcare, 
which aims to prevent illnesses before they 
occur. This approach includes promoting 
healthy lifestyles, regular check-ups, and 
early detection of diseases through screening 
programs.

In this regard, private healthcare industry players 
have no other option but to be ready and prepared 
by devising and implementing various strategies 
related to productivity improvement approaches to 
cope with and withstand these trends. Productivity 
improvement consists of several main pillars, 
including developing future talent, embracing 
technology and digitalisation, and forging a robust 
ecosystem to facilitate business entry, operation, and 
exit. 

10

Legend :
e : estimates
p : preliminary
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In 2021, the private healthcare subsector in Malaysia 
featured 209 licensed private hospitals with the 
capacity of 17,628 official beds and approximately 
8,400 medical and 3,000 dental clinics (Figure 2). This 
sector is expected to grow to RM127 billion (USD30 
billion) by 2027, fuelled by increasing demand for 
healthcare services from an ageing population, rising 
affluence, and increasing life expectancy. In 2020, the 
total expenditure on public and private health was 
approximately RM67,022 million, an increase of 4.15% 
compared to 2019, which indicated RM64,241 million. 
There was a slight increase in total expenditure on 
health as a percentage of GDP in 2020 which implied 
4.73% compared to 4.25% in 2019 (Ministry of Health, 
2022).

Malaysia, having one of the lowest medical fees 
in the world (some 40% lower than the US and 
UK), subsidises up to 98% of healthcare costs. The 
healthcare sector receives RM36.33 billion allocation 
for 2023 marking a 12% increase (RM3.9 billion) from 
2022 (Code Blue, 2023). To reduce this financial 
burden, the government has fostered further private 
investment in recent years, recognising the economic 
multiplier effect of the medical industry. Among 
the areas of potential growth are medical tourism, 
medical device manufacturing, pharmaceuticals, 
and clinical research. These areas put Malaysia as 
a potential health service hub in ASEAN despite 
enduring fierce competition from neighbouring 
countries like Singapore and Thailand (Bustamam, 
Mirza, & Mudasir, 2021).

The private healthcare sector in Malaysia has been 
growing steadily in recent years, and its contribution 
to the country's economy has also increased 
significantly. Malaysia’s healthcare travel industry 
has been outperforming the global and regional 
growth rates. In 2018 alone, revenue receipts reached 
RM1.5 billion from an excess of 1.2 million healthcare 
traveller arrivals, contributing up to RM6 billion to the 
GDP (Malaysia Healthcare Travel Council, 2019). From 
seeing 640,000 medical tourists in 2011, the country 
attracted more than one million medical tourists in 
2019, earning revenues of more than RM1.8 billion 
ringgit (Medina, 2020). 

This contribution was generated through a variety 
of sources, including the provision of healthcare 
services to both domestic and international patients, 
medical tourism, and healthcare-related research 
and development activities (Malaysia Healthcare 
Travel Council, 2023). The private healthcare sector 
in Malaysia also generates significant employment 
opportunities, with over 155,543 people employed in 
the sector in 2021 (Department of Statistics Malaysia, 
2023).
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Figure 3 : The number of health travellers visiting Malaysia with generated revenue from 2015-2019

Source : MHTC Informatics
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Productivity has an increasing role among 
policymakers in formulating and assessing 
government policy. It is because labour productivity, 
acknowledged as a crucial economic indicator, 
is incredibly related to economic growth, 
competitiveness, and the living standard of an 
economy. Besides that, raising the standard of living 
requires a country to rely mainly on its ability to 
increase output per employment (Department of 
Statistics Malaysia, 2022). 

The component of labour productivity comprises 
value added which refers to the difference between 
output (value of goods and services produced) and 
intermediate consumption (value of goods and 
services consumed in the production process of 
goods and services excluding salaries and wages, 
depreciation of capital and net interest paid) (Figure 
4). Another component is the employment, which is 
defined as all persons who, at any time during the 
reference week worked at least one hour for pay, 
profit or family gain as an employer, employee, own-
account worker or unpaid family worker (Department 
of Statistics Malaysia, 2022).

From 2017 to 2019, the productivity performance 
of the private healthcare subsector in Malaysia 
increased steadily, with a growth of 2.7 percent 
recorded in 2019. However, its level dropped 
significantly in 2020 from RM64,188 to RM59,088 
due to the emergence of the Covid-19 pandemic. 
Post-COVID-19 era in 2021 indicated the highest 
growth of 9.1 percent with a productivity level of 
RM64,483. One of the primary factors is the sharing 
of facilities and expertise between public and private 
healthcare sectors during the Covid-19 pandemic. 
The subsector's productivity level in 2021 surpassed 
its pre-pandemic performance in 2019 by a small 
margin of 0.11 percent. The productivity performance 
continues to rise in 2022 at RM68,220, indicating the 
growth of 5.8 percent (Figure 5). A consistent pattern 
of performance can be observed when evaluating 
productivity through the measurement of value 
added per hour of work (Figure 6). 

PRODUCTIVITY PERFORMANCE OF PRIVATE HEALTHCARE SUBSECTOR

Figure 4 : Value added of Private Healthcare Productivity Subsector from 2018-2022 

Source : Department of Statistics, Malaysia
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Figure 5 : Productivity performance of private healthcare subsector in Malaysia from 2017-2022 
measured by value added per employee 

Figure 6 : Productivity performance of private healthcare subsector in Malaysia from 2017-2022
measured by value added per hour of work 

Source : Department of Statistics, Malaysia

Source : Department of Statistics, Malaysia
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Under Malaysia Standard Industrial Classification (MSIC) 2008, private healthcare in Malaysia consists of human 
health activities. This division includes activities of short- or long-term hospitals, general or speciality medical, 
surgical, psychiatric and substance abuse hospitals, sanatoria, preventoria, medical nursing homes, asylums, 
mental hospital institutions, rehabilitation centres, leprosaria and other human health institutions which have 
accommodation facilities, and which engage in providing diagnostic and medical treatment to inpatients with 
any of a wide variety of medical conditions. 

The sub-industries of private healthcare subsector, listed based on MSIC 2008, are as follows: 

THE PROFILE OF PRIVATE HEALTHCARE IN MALAYSIA 

Table 1 : Private Healthcare MSIC Codes

No. Sub-industry MSIC Code

Hospital activities  

Maternity home services (outside hospital)

General medical services 

Specialised medical services

Dental Services

Dialysis Centres 

Medical laboratories

Physiotherapy and occupational therapy service

Acupuncture services 

Herbalist and homeopathy services 

Ambulance services 

Other human health services n.e.c

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

86101

86102

86201

86202

86203

86901

86902

86903

86904

86905

86906

86909

Source : Malaysia Standard Industry Classification
Note : n.e.c stands for not elsewhere classified
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PART II
CHALLENGES, INITIATIVES 
AND RECOMMENDATIONS 
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The Malaysia Productivity Blueprint (MPB) was 
introduced in 2017 to enhance productivity and drive 
the economy of Malaysia forward. At the national, 
sectoral, and enterprise levels, various initiatives have 
been launched to unlock productivity potential. One 
of the vital sectoral initiatives is the establishment 
of Sector Productivity Nexus including Private 
Healthcare Productivity Nexus (PHPN). 

The Sector Productivity Nexus is instrumental in 
providing support to enterprises, increasing visibility 
of the implementation progress, and promoting 
awareness and adoption of sector-level initiatives. 

Sector-level initiatives outline explicit sectoral strategies to address sector-level productivity barriers. According 
to the blueprint, the productivity challenges faced by the private healthcare subsector in Malaysia consist of 
three main areas, which are workforce & performance, technology & innovation, and regulatory, serving as the 
basis for the formation of working groups under PHPN.

Moreover, enterprises are empowered through 
development and sharing of productivity-enhancing 
productivity tools. The productivity experts of the 
Sector Productivity Nexus will also facilitate in 
knowledge sharing, helping enterprises identify 
challenges as well as implementing sharing best 
practices and solutions. 

The PHPN operates under a public-private partnership 
governance model, with industry associations and 
enterprise champions taking the lead. The five main 
sector-level initiatives, as specified in the blueprint, 
are as follows: 

PRIVATE HEALTHCARE PRODUCTIVITY NEXUS

i 

iv

ii 

v 

iii

Review policies to ease foreign skilled healthcare professionals to work in the subsector.

Set up networks to provide high-quality, coordinated patient care to reduce medical errors and improve 
patient care quality.

Develop and rollout a national database to facilitate patient transfer between public and private healthcare 
providers.

Streamline regulations and ensure robust implementation of regulatory reforms.

Strengthen coordination between medical schools and industry to ensure supply/demand match of 
professions.

Workforce Shortages among Healthcare 
Professionals 

The productivity challenge related to the workforce 
category involves the shortage of specialists and 
skilled nurses in the country. This issue has revolved 
around for many years, preventing private hospitals 
from achieving optimal efficiency. Private hospitals 
have no other significant options but to rely on public 

hospitals to obtain a specialised workforce, especially 
in high-demand areas. Ministry of Health revealed 
that Malaysia has around 13,000 specialists in 2021, 
including in the private sector, currently as compared 
to 6,183 in 2019 (Noor, 2021). 

Despite massive influx of medical graduates from 
public and private educational institutions projected 
to be around 15,000 graduates each year from 2023 

PRODUCTIVITY CHALLENGES IN PRIVATE HEALTHCARE
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Figure 7 : Nursing career pathway in Malaysia comprising post basic certificate.

Source :  MAHSA University
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to 2025, Malaysia is still experiencing lack of specialist 
to cater the needs of the citizen. This issue may stem 
from the lack of specialists training opportunities 
for the existing medical workforce in Malaysia. The 
specialist training in Malaysia is almost entirely 
dependent on the hospital system under Ministry 
of Health together with the training platform of the 
universities. Unfortunately, there are only about 1,000 
slots open to some 3,500 Medical officers applying 
to further their studies each year currently as of 2018 
(Badd, 2018). 

In addition to specialists, the private healthcare 
sector has to endure the lack of a nursing workforce 
in the country. The nursing shortage is a problem 
that is being experienced worldwide. It is a problem 
that, left unresolved, could severely impact the 
quality of health care. Among the reasons for the 

shortage is a significant number of local nurses 
who have taken up employment in the healthcare 
sector in foreign countries such as Saudi Arabia and 
Singapore. Frequent turnover can lead to disruptions 
in workflow and require additional resources to train 
new staff.

This issue is exacerbated by the higher need for 
specialised nurses, known as post-basic nurses, 
to work in the ward per shift which is one of the 
requirements for operating private hospitals in 
Malaysia (Figure 7). The existing nursing workforce 
is not willing to leave their current post to undertake 
post-basic training due to family, work and financial 
commitments even though being requested by the 
private hospital management which are forced to 
adhere to the requirement of allocating one post-
basic nurse per shift per ward.

Lack of Healthcare Data Interoperability and Sharing

Technology in healthcare has indeed assisted the organisation in utilising data and widening access to systems. 
However, many operators in the private healthcare subsector still have problems achieving interoperability 
efficiencies in their systems. It is an unfortunate circumstance as the healthcare sector possesses large amounts 
of data for patient care, compliance, and record-keeping (Gomes & Ravimalar, 2022) (Galen Center for Health 
and Social Policy, 2018). Enhancing the availability of analytics and understanding the analysis of that data at the 
policy level is essential to improve strategic decisions.

Data integration through public-private partnerships has proven to be instrumental mainly in the Covid-19 
vaccination programme by the government. The private clinics were provided with system applications to provide 
vaccination information to the government's central database during the pandemic. It allows for optimising 
scarce resources, bringing greater efficiencies, and developing an integrated and responsive healthcare system 
during the pandemic (The Malaysia Reserve, 2022). 
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However, the industry players prefer to keep their 
data in silos mainly due to matters over the privacy 
and security of health and medical information 
derived from the patients. A significant challenge 
faced in digital health in Malaysia is that clear 
frameworks, policies, and guidelines have yet to be 
firmly established to regulate the evolving Malaysian 
landscape. This case may be the primary justification 
for the discouraging rate of participation by the private 
sector in numerous initiatives on data integration 
initiated by the government (Galen Center for Health 
and Social Policy, 2018)

Compliance and Regulatory Burdens in
Setting Up Private Hospitals

The Malaysian government developed the Private 
Healthcare Facilities and Services Act 1998 (Act 586) 
together with its Regulations 2006, regulating all 
private healthcare facilities and services in Malaysia. 
This act and regulation are set up to address and 
achieve the national objectives of accessibility, equity, 
and quality healthcare in the private sector. The 
rapid development of private hospitals without an 
adequate prerequisite regulatory framework under 
the privatisation policy over the decades has resulted 
in undesired consequences, among others, regarding 
accessibility, equity, and quality care (Abdullah & 
Kwee-Heng, 2011).

Nevertheless, the implementation and enforcement 
of this act and regulation by responsible ministry 
and agencies incidentally creates unnecessary 
regulatory burdens to the private healthcare industry 
players. Private Healthcare Facilities and Services Act 
1998 (Act 586) is a highly prescriptive Act specifying 
the regulatory requirements for establishing, 
maintaining, and operating a private hospital. The 
regulatory burdens may arise based on the number 
of interactions (dealings with regulators) and the 
difficulty experienced; the cost of each interaction 
(direct cost, overhead and opportunity costs); and the 
waiting time (delays and their consequences). The 
regulatory burdens of most concern include:

i 

iv

ii 

v 

iii

Documentation required for renewal application 
submission 

Complying with Private Healthcare Facilities 
and Services Regulations 138/2006 

Dealing with licensing officers (on-site 
inspections, audits, or surveys) 

Fragmented processes among multiple 
regulators 

Annual Practising Certificates for all healthcare 
professionals.

An application for operating licence renewal requires 
much documentation, which involves a considerable 
burden in paperwork and administrative overheads 
for private hospitals. Documentation requirements 
include occupational licensing for healthcare 
professionals in the form of annual practising 
certificates (APC). These requirements have to be 
cleared first by the various boards, registrars and 
councils. Should there be a delay in any of them, 
the licensing process is delayed. Compounding this 
burden is submitting the licensing application at 
least six months before the current licence expires 
(explicitly stated in PHFS Regulations 138/2006)—
a delay in submission results in a heavy fine. The 
occupational certificates need to be collected and 
duplicated (three copies), and each page needs to be 
certified as a “true copy” by senior management and 
then collated for submission.

The implementation of Private Healthcare Facilities 
and Services (PHFS) Regulations 2006 in the licensing 
process integrates all other regulatory requirements 
from other regulations such as fire and building safety, 
machinery and equipment safety, environment, safety 
on drugs usage, information asymmetry, patient 
rights and public safety (Figure 8). The outcome of 
integrating all these into a single licensing process 
has created complexity and seriously burdens the 
licensees and the regulator.
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Figure 8 : General Regulatory Regime for Healthcare Service in Malaysia

Source : MPC Analysis 
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Licensing issues involve the need for the licensee to interact with different units, divisions, and regulators within 
the Ministry of Health throughout the licensing process. On top of that, the licensee must also engage with 
other regulators from other ministries, such as Local Authorities, Department of Safety and Health (DOSH) and 
Department of Rescue and Fire. The roles of all these players are explicitly or implicitly specified in the governing 
regulation. These fragmented processes create enormous burdens for private hospitals.

The approval for any changes in existing facilities (renovation or upgrading) or expansion of facilities (extension 
or addition of new facilities) is of concern to private hospitals as the process takes too long with too many 
interactions. There is no differentiation between minor and major changes, as the principal regulator treats 
all approvals equally. When the waiting time for approval takes too long, with an uncertain lead time, it would 
adversely impede the hospital planning efficiency. Process uncertainty and unreliability will unavoidably give 
rise to unnecessary burdens for private hospitals.

Limited Regulatory Governance on Third-Party Administrators (TPAs) and Managed Care
Organisations (MCOs)

i 

ii 

Delivering or giving healthcare to consumers 
through the organisation or body’s healthcare 
provider or a third-party healthcare provider 
following the contract or arrangement between 
all parties concerned

Administering healthcare services to 
employees or enrolees on behalf of payers, 
including individuals, employers, or financiers 
in accordance with contractual agreements 
between all parties 

Besides that, limited regulatory governance on 
third-party administrators (TPAs) and managed 
care organisations (MCOs) has been identified by 
the blueprint as one of the challenges hampering 
productivity. According to Section 82 of Private 
Healthcare Facilities and Services Act 1998 (Act 586), 
MCO is defined as an organisation with whom a 
private healthcare facility or service provider makes 
a contract or has an arrangement or intends to 
make a contract or have the arrangement to provide 
specified types or quality or quantity of healthcare 
within a defined financing system. 

This approach is achievable through one or a 
combination of the following mechanisms: 
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Figure 9 : The role of MCOs/TPAs in private healthcare network system.

Source : Medilink-Global
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MCOs or Third Party Administrators (MCOs/
TPAs) generally operate as healthcare providers 
by establishing networks with hospitals, general 
practitioners, diagnostic centres, pharmacies, 
dental clinics, and physiotherapy clinics. They sign 
a memorandum of understanding with insurance 
companies, according to which they inform 
policyholders about the network of healthcare 
delivery facilities and various systems and processes 
for settling claims. Policyholders are expected to 
inform the MCOs/TPAs when using these services 
and health facilities, along with the event of 
hospitalisation. The medical referee of MCOs/
TPAs examines the admissibility of the case and 
accordingly informs the healthcare facility to proceed 
with the treatment (Bhat & Babu, 2003).

Generally, the primary policy objective of establishing 
MCOs/TPAs is to divert the emphasis of medicine 
to preventive and primary care, boost efficiency in 
the healthcare system, and promote the provision 
of medically necessary care, thus helping to control 
the costs of medical treatment (Figure 9). MCOs/
TPAs assist in minimising moral hazards such as 
overcharging the patient or providing expensive 
therapy without any additional benefits to the medical 
outcome that may occur among the healthcare 
providers when delivering treatment to the patients.

3

1 2

Despite this noble purpose of establishing MCOs/
TPAs, their presence is reported to interfere in 
the selection of treatment and consultancy of 
patients. Healthcare professionals also experience 
reimbursement issues, such as late or non-payment 
from the MCOs/TPAs, affecting their productivity 
and revenue generation. This issue may be primarily 
a result of the pools of customers or patients 
and the controlling function predominantly for 
cost containment that most MCOs/TPAs possess. 
Consequently, the incentive for innovation 
and product improvement among healthcare 
professionals in delivering treatment is inevitably 
limited, thus impeding productivity.

In an initial exchange, industry players brought 
to light various ethical and commercial issues 
concerning their current business agreements 
with MCOs/TPAs. These problematic areas include 
an inconsistent registration process, an ineffective 
verification system, low awareness among general 
practitioners and their staff regarding patient 
coverage and eligibility, claim rejections, unclear 
fee splitting and one-sided agreements, and a lack 
of transparency regarding the selection criteria for 
clinics to participate in MCOs/TPAs network and 
grievance procedures.
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across the nation. As such, PHPN has organised series 
of workshops with hospital operators and submitting 
persons to come up with a clear reference for private 
hospital operators on dealing with government 
formalities related to private hospital. 

For this purpose, one of the achieved milestones by 
PHPN in 2019-2020 was the publication of handbooks/
guidelines for the private healthcare sector (Figure 
10), as follows: 

PAST INITIATIVES UNDERTAKEN BY PHPN
2017-2021

i. Developing Guideline on Setting Up Private 
Hospital in Malaysia  

Transparency serves as one of the central pillars of 
effective regulation. It supports accountability and 
creates confidence in the legal environment, thus 
initiating competition along with generating trade 
and investment. It involves a range of actions, including 
standardised procedures for making and changing 
regulations, consultation with stakeholders, effective 
communication and publication of regulations 
and plain language drafting, codification, controls 
on administrative discretion, and effective appeals 
processes (OECD, 2010).

The formation of PHPN, a public-private partnership 
for the private healthcare sector, drives multi-
stakeholder initiatives to increase sector productivity. 
One of the productivity areas for improvement is 
to address regulatory challenges – which need the 
implementation of clear and effective regulations 
across ministries, agencies, and industry players 

i 

ii 

iii 

iv

v 

Handbook on Harmonization of Technical 
Requirements and Setting Up New Private 
Hospital 

Handbook on Requirement and Procedures 
Under Act 586 

Prosedur Permohonan Pembaharuan Lesen 

Garis Panduan Perluasan atau Pengubahan 
Hospital Swasta 

Handbook on Technical Design Reference 
for Disaster Preparedness in Setting Up New 
High-Rise Private Hospital 

Figure 10 : Publication by Ministry of Health and PHPN to increase regulatory compliance. 

Source : Ministry of Health
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and treatment procedures a hospital is equipped 
and staffed to support, the minimum training and 
experience necessary for a health care provider to 
carry out each procedure competently, and whether 
the credentials of applicants meet requirements and 
allow authorisation to carry out requested procedures. 

This guideline is designated for the reference of 
private hospitals on delineating clinical privileges 
for nurses. It covers the general guidelines for the 
procedures of applying, the initial granting and 
other towards awarding a competency certificate. 
Through credentialing, the individual hospital will be 
able to grant recognition to the existing nurses who 
are qualified and clinically competent as equivalent 
to post-basic nurses. Privileging serves as another 
option for highly skilled current nurses working 
in private hospitals to obtain clinical privileges to 
perform procedures and services that can only be 
executed by post-basic nurses. 

The task of delineating privileges can be complex 
and demanding. Hospitals need a system for dealing 
with this process, which must be fair, credible, 
consistent, and flexible enough to accommodate 
the constraints within the private hospital, especially 
the shortage of human resources in certain areas. As 
such, the guideline provides greater transparency 
to the hospital on the requirement, particularly in 
establishing a formal credentialing and privileging 
committee. The committee will verify and analyse all 
the information submitted by an applicant, including 
the logbook. The committee will also play a vital role 
in credentials and determining the scope of clinical 
practice for the applicants.

A formal process stipulated in the guideline aims 
to ensure good competence and high-performing 
professionals to provide safe and high-quality 
services to patients while, at the same time, 
fulfilling the demand for post-basic nurses more 
efficiently. Nevertheless, the scope of the guidelines 
is limited to only four (4) key disciplines, namely 
Perioperative Care, Intensive Care, Ophthalmology 
Care and Emergency Medicine and Trauma Services. 
Furthermore, privileges are approved by an individual 
hospital and are not transferable except if hospitals 
are within the same group. However, this matter is 
subject to the approval of the Hospital Credentialing 

This publication injected the element of transparency 
in enforcing rules and regulations for developing 
private hospitals through the availability and access 
to relevant and salient information. These published 
guidelines provided greater access to accurate, easy-
to-understand, and accessible information on the 
regulations for relevant stakeholders like private 
hospital developers and operators. As a result, the 
number of days these stakeholders take to obtain 
construction permits has reduced from 800 to 200 
days. The constant back-and-forth of submissions 
and resubmissions is now a thing of the past that 
generated compliance cost savings of RM750 million 
over five years and reduced processing time for an 
application by 20 percent.  

With the development of the Handbook on Technical 
Design Reference for Disaster Preparedness in 
Setting Up New High-Rise Private Hospitals, private 
hospital developers and operators are allowed to 
build hospitals that are more than 12 storeys. Before 
that, regulations restricted private hospitals to a 
height of just 48 metres or 12 storeys, even though 
taller hospitals are becoming a must because of 
land scarcity and space constraints. One critical 
success came from the construction of Avisena 
Hospital in Shah Alam and Thomson Hospital in Kota 
Damansara, the tallest hospitals in Malaysia, standing 
at 19 and 17 storeys, respectively. Ultimately, these new 
height regulations would optimise the efficiency of 
healthcare facilities as they have increased space for 
machinery and equipment to deliver better patient 
care.

ii. Setting Up Guidelines on Credentialing and 
Privileging for Nurses in Private Hospitals. 

PHPN, in collaboration with Association of Private 
Hospitals, Malaysia (APHM), has successfully 
developed Guideline on Credentialing and 
Privileging of Nurses for Private Hospitals to fulfil 
the high demand for post-basic nurses with their 
roles and responsibilities. Credentialing refers to 
a two-pronged process that involves establishing 
requirements and evaluating individual qualifications 
for entry into a particular speciality based on 
predetermined professional training requirements 
and experience. Meanwhile, privileging is the three-
pronged process of determining which diagnostic 



SUBSECTOR PRODUCTIVITY REPORT
PRIVATE HEALTHCARE

27

and Privileging Committee. Because of these 
limitations, Ministry of Health advises PHPN to 
engage with relevant stakeholders, such as Malaysian 
Qualification Agency, to recognise and facilitate post-
basic training for nurses through Accreditation of 
Prior Experiential Learning (APEL) process.

iii. Online Submission by Private Hospitals to 
Malaysian Health Data Warehouse

Malaysia Productivity Blueprint (MBP) has identified 
developing and rolling out a national database to 
facilitate patient transfer between public and private 
healthcare providers as key sectoral-level initiatives to 
materialise the impact of technology on productivity 
in the private healthcare subsector. This database can 
potentially improve patient outcomes, reduce costs, 
and enhance the efficiency of the healthcare system. 
In this regard, careful planning, implementation, 
and ongoing monitoring are essential to ensure its 
success.

Malaysian Health Data Warehouse (MyHDW), 
developed by Ministry of Health, supports analysing 
and reporting details through data integration. 
MyHDW is built based on national health informatics 
standards that employ overarching healthcare 
system governance. Data is available on a “real-
time” basis and is ready for processing as and when 
needed. Most importantly, MyHDW integrates all 
the operational information of public and private 
hospitals for benchmarking and planning purposes.

The data source for MyHDW is derived from Sistem 
Maklumat Rawatan Pelanggan (SMRP) and 
Patient Registry Information System (PRIS). SMRP 
gathers summary health data of patients, such as 
demographics, diagnoses, and health procedures, 
who acquire various health services from hospitals 
and clinics. On the other hand, PRIS collects specific 
health data for several diseases, such as cancer 
and non-communicable diseases. The collected 
data includes both public sector (including military 
hospitals and university hospitals) and private sector 
data. Therefore, the data integrated into MyHDW is 
comprehensive and integrated (Figure 11).

Realising the benefit of data integration through 
robust public-private partnerships, PHPN organised a 
series of multi-stakeholder discussions and facilitation 
with a strong commitment and involvement of 
members of PHPN. PHPN coordinated four training 
sessions with private hospitals in six different regions 
of Malaysia to increase the number of private 
hospitals submitting their data to MyHDW. During 
these sessions, PHPN also identified and addressed 
several concerns revolving around data integration, 
such as trust, confidentiality, and patient care. After 
these sessions, the participation rate among private 
hospitals for initiatives has improved, contributing 
more data to illustrate the actual health demographics 
in Malaysia toward evidence-based policymaking in 
healthcare sector. 
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Figure 11 : Benefit of MyHDW in Streamlining Data Key-in Process for Private Hospitals. 

Source : Ministry of Health, MPC Analysis
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most benefit (OECD, 2019). Through this study, the 
care can be better coordinated by different providers 
and integrated with other services, with better results 
and less duplication and waste. 

The study involves conducting analyses of the health 
needs of the populations to be served, as measured 
by demographic, mortality, and disease incidence 
studies. The projected demand for services is 
compared against the current supply and planned 
services based on the reference population's health 
service capacity rates. Market studies, usually 
performed for 5 to 20 years, identify development 
opportunities, equipping them with an in-depth 
understanding of the delivery and resourcing 
requirements for the health projects (OECD, 2019).

IN-PROGRESS INITIATIVES UNDERTAKEN
BY PHPN (2022 – 2023)

i.   Study on Supply & Demand to Accelerate Increase 
of Specialist Doctors and High Skilled Nurses. 

The utilisation of data provides unique opportunities 
to identify the care needs of distinct population 
groups and individual patients, design interventions 
to meet these needs, and target interventions to 
those likely to benefit from delivering interventions 
more effectively and efficiently. These activities are 
at the core of health system governance and can 
reallocate resources to where they can generate the 
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Figure 12 : Among modules required to analyse and project the health
facility and resources of the country.

Source : MPC Analysis

An integral part of achieving the changes identified 
in the clinical service delivery plan is the assessment 
of the healthcare workforce and the resources 
required for its implementation. The estimation of 
the workforce, goods, services, and maintenance 
required to support a new or revised service will also 
be provided through this study, including detailed 
operational cost structure to support full life cycle 
costing, financial impact assessment and economic 
appraisal. The evaluation is supported by a rich source 
of the workforce and health service costing data and 
evidence from international sources and completed 
projects (OECD, 2019).

Since 2018, PHPN has conducted several 
engagements with the relevant stakeholders, 
mainly Ministry of Health, Ministry of Economy, 
and the private sector, to obtain their feedback on 
establishing this study. The primary aim of these 

engagement sessions is to shift the mindset of both 
the public and private sectors on the importance of 
data in the allocation of human resources and service 
planning. Besides that, these sessions served as the 
platform for the technical providers to explain the 
system with its function and specification (Figure 12). 

The availability of comprehensive data will enable 
healthcare providers to provide more targeted 
specialised services within a particular geographical 
area. When the level of need for a specialised service 
is made transparent, the healthcare providers will 
have greater confidence and motivation to invest 
their resources in either training the new specialist or 
obtaining the existing specialist to fulfil the demand. 
With that, the number of specialists in the country 
will increase to serve greater parts of the population, 
thus improving the productivity of private hospitals.
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any level rein order to jointly regulate, finance, or 
implement the delivery of health services, products, 
equipment, research, communications, or education. 
Further clarity is given regarding the nature of the 
collaboration in which a sharing of investments, risks, 
rewards, and responsibilities for the mutual benefit of 
both parties involved characterises such partnerships. 

The fundamental role played by PHPN in this initiative 
is identifying the feasible mechanism of public-
private partnership to transpire in postgraduate 
training for medical professionals (Figure 13). The 
baseline assessment undertaken by PHPN indicated 
that two private educational institutions, namely 
KPJ University College and Sunway University, had 
already established their postgraduate programmes. 
PHPN conducted a fact-finding mission through 
a series of discussion sessions to take deep dive 
into the due diligence process of establishing the 
mechanisms employed by both institutions to train 
their postgraduate trainees. 

ii.  Analysis, Mapping & Development of Guidelines 
for Postgraduate training in Private Hospitals

Ensuring effective and robust medical speciality 
training in Malaysia requires substantial commitment 
and support in providing financial, human, and 
educational resources. Ministry of Health, Ministry of 
Higher Education, and Public Services Commission 
of Malaysia generally handle these commitments 
and support to the existing healthcare professionals. 
However, this situation is no longer equitable and 
sustainable due to the limitation of the government 
budget and place in public universities for medical 
professionals to train. For that reason, private 
institutions and hospitals also need to contribute to the 
development and sustainability of these programmes 
through robust public-private partnerships. 

Public-Private Partnership (PPP) in health can 
be defined as ‘any formal collaboration between 
the public sector and the non-public sector at 

Figure 13 : Proposed public-private partnerships model in conducting postgraduate medical training.

Source : MPC Analysis
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for Economic Co-operation and Development (OECD, 
2021), it is discovered that talent emerges as a primary 
factor accounting for nearly one-third of the labour 
productivity gap between high and low performing 
firms.

Therefore, the nursing workforce, constituting 
more than 100,000 registered healthcare 
personnel in Malaysia, is encouraged to enrol in 
training programmes such as post-basic nursing 
programmes provided by education institutions in 
Malaysia (Ministry of Health, 2022). Such initiative is 
the stepping-stone for the existing nurses to advance 
their nursing knowledge and obtain evidence-based 
clinical skills to provide patients with high-quality 
holistic care competently and efficiently. 

However, this programme requires a massive amount 
of investment in time, which the hospital also needs to 
endure. Moreover, as employers, healthcare providers 
will exert their utmost effort not to let go of their 
best employees for an extended period. Therefore, 
PHPN initiated an initiative to devise and implement 
measures to facilitate a better learning experience 
among the nurses who can simultaneously remain 
operative and productive without leaving their work. 
At the same time, the learning outcome and quality 

Once the process and framework were clearly 
understood, the next step was to formalise these 
mechanisms so that more private education and 
healthcare institutions could employ towards boosting 
the productivity of this subsector through a higher 
number of specialists in Malaysia. Accordingly, PHPN 
organised a workshop gathering representatives 
from the Ministry of Health, Ministry of Economy and 
Malaysian Qualification Agency, along with private 
education and healthcare institutions. This workshop 
aimed to acquire input from the participants on the 
feasibility and resource required to operationalise 
these mechanisms. As the way forward, PHPN will 
further discuss with other relevant stakeholders, 
particularly Ministry of Higher Education, to align 
this initiative with other ongoing programmes with 
similar objectives.

iii.  Recognition and Facilitation of Post Basic 
Training for Nursing Workforce 

Talent development and specialisation in the 
workforce have been regarded as excellent sources of 
productivity growth. It promotes knowledge spillover 
and generates a collective pool of knowledge 
resulting in higher productivity, innovation, and 
competitiveness. Based on the report by Organisation 

Figure 14 : Among the attendees of the first post-basic nursing workshop
representing public and private sectors 
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standards should also be profoundly incorporated 
to ensure a higher degree of safety of care for the 
patients. 

After several deliberations with representatives 
from private education and healthcare institutions, 
PHPN identified the Accreditation of Prior 
Experiential Learning for Credit Award (APEL) and 
micro-credentialling programmes could serve as 
potential mechanisms to assimilate the element 
of flexibility in the learning experience among 
the nurses undertaking post-basic training. In 
October 2022, PHPN organised a workshop to aid in 
understanding a clear flow for the approval of APEL 
and micro-credentialing programmes for nursing-
related courses, including clarification and feedback 
mechanisms where necessary. 

In addition, this workshop was designed to explore 
any regulatory option for facilitating experienced 
nurses to undertake Post Basic Specialisation 
courses without leaving work under APEL and 
micro-credentialing and develop an action plan for 
facilitating the post-basic nursing specialisation 
training through APEL and micro-credentialing. 
During the workshop, the working task force was 
created to develop the proposal paper and the details 
and operating governance of the proposed new 
mechanism (Figure 14). 

Once completed, PHPN coordinated the meeting 
between the Malaysian Qualification Agency (MQA) 
and Private Education Institutions to discuss the 
proposal paper before engaging with the Nursing 
Board of the Ministry of Health for approval. As the way 
forward, PHPN will continue this initiative on nursing 
degrees so that the existing nursing workforce can 
seize greater flexibility to enhance their knowledge 
towards boosting the productivity of the private 
healthcare subsector in Malaysia.

iv.  Formulating the policy options to minimise 
the impact of MCOs/TPAs on the productivity of 
General Practitioners in Malaysia. 

The initiative on resolving MCOs/TPAs has been 
undergoing since years ago, led by Malaysian 
Medical Association (MMA). PHPN took up this 
issue as an opportunity to boost the productivity of 

private general practitioners in Malaysia. Henceforth, 
Malaysian Medical Association (MMA) and PHPN 
engaged numerous stakeholders, including Central 
Bank of Malaysia (BNM) and Ministry of Health, to 
devise feasible and actionable solutions. Among 
the policy options are to amend Private Healthcare 
Facilities and Services Act 1998 (Act 586) and 
identify appropriate regulating bodies to control the 
behaviour and operation of MCOs/TPAs. 

PHPN presented this issue to Special Taskforce to 
Facilitate Business (PEMUDAH) Private Meeting in 
2020. PHPN received constructive feedback from the 
members to conduct a further deep dive study so that 
PHPN could comprehend the genuine concern on the 
ground. It is because striking the balance between 
cost containment and high-quality care can emerge 
as a complex subject. Therefore, this issue is currently 
being addressed by Ministry of Investment, Trade 
and Industry (MITI) in collaboration with MMA and 
PHPN. The way forward is to get more stakeholders 
on board, including MCOs/TPAs, to establish more 
comprehensive solutions and action plans (Figure 15).

During a subsequent workshop session, it was 
suggested that MCOs/TPAs take full responsibility for 
strengthening their association and implementing 
internal self-regulation measures. The association 
should establish a robust platform for members 
to address arising issues in-depth, and Persatuan 
Urusihat, the primary association for MCOs/TPAs, will 
acquire a comprehensive list of registered MCOs/TPAs 
from the Ministry of Health (MOH) to send invitations 
for a meeting facilitated by the MOH and Malaysian 
Medical Association (MMA). The association must 
enhance its value proposition to encourage more 
MCOs/TPAs to join, as some may not be aware of or 
find membership optional.

MITI, PHPN, and MMA will collaborate with the 
association in a separate meeting session to establish 
guidelines and promote standardisation among 
members. This effort will provide a much-needed 
solution and prevent external parties from intervening 
in the future. Additionally, MCOs/TPAs must enhance 
the quality of their services. A 24-hour helpline for 
GPs is highly recommended to provide their patients 
with the necessary support, information, and advice 
on covered treatment services.
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Figure 15 : Among the attendees of the first post-basic nursing workshop
representing public and private sectors 

Under the 12th Malaysia Plan, Malaysia aims to boost 
productivity growth across all sectors in restoring the 
momentum of economic growth and enhancing the 
competitiveness of industries, including the private 
healthcare subsector. This effort is a timely call from 
the government as the productivity performance of 
this subsector needs a further boost.

In 2022, the value-added productivity per employee 
recorded by the private healthcare subsector was at 
RM68,220, which was significantly below the national 
average of RM91,793. This performance has been 
taking place for the past several years.  

In this regard, the ecosystem of private healthcare is 
strongly considered for reform and enhancement to 
ensure efficient and affordable healthcare delivery 
to the rakyat. Several approaches including public-
private partnership and sharing of facilities will be 
explored in reducing the dependency on government 
allocations.

This endeavour also includes the refinement in 
designing new healthcare facilities to widen the 
accessibility of healthcare services for catering for 
the new emerging healthcare trend impacting the 
existing population.

In this regard, PHPN conducted a benchmarking 
mission to Australia with the aims to identify the new 
ultimate source of productivity gains for the private 
healthcare subsector based on the best practices 
derived from the solid public-private partnership 
practised in the Australian healthcare system.

This mission was organised following the support 
gained during National Oversight Productivity 
Council Meeting No. 1/2022 chaired by Minister of 
Investment, Trade and Industry on 27 June 2022 and 
Strategic Discussion Session on Initiatives by MPC 
and Private Healthcare Productivity Nexus (PHPN) 
with Minister of Health on 21 June 2022.

FORWARD-LOOKING RECOMMENDATIONS



MALAYSIA PRODUCTIVITY CORPORATION

34

Among future initiatives that will be under the radar 
for exploration, planning and implementation by 
PHPN after the mission are as follows: 

i.  Establishing National Diagnosis Related Group 
for Transferring Patient from Public to Private 
Health Facilities

Diagnosis Related Groups are hospital 
reimbursement, case mix complexity systems 
based on prospective payment rates determined by 
the category of patients and cost incurred by the 
hospitals. The term case mix complexity refers to 
an interrelated but distinct set of patient attributes, 
which include the severity of illness, prognosis, 
treatment difficulty, need for intervention and 
resource intensity. The main objective of establishing 
this system is to minimise the cost incurred by the 
hospitals. As such, the DRG system is anticipated to 
encourage hospitals to improve their productivity, 
increase treatment efficiency and disincentivise the 
over-treatment of patients for higher reimbursement 
rates which become standard practice. 

ii.  Forging Public-Private Partnership for Optimal 
Usage of Resources and Expertise

Engagement with private providers is increasingly 
integral to health system service delivery. A public-
private partnership (PPP) is a formalised cooperation 
between the public and private sectors that 
combines the competencies of partners involved 
to achieve specific outcomes. It seeks to expand 
access to quality health services in ways that best 
leverage the capacities and resources of both sectors. 
Healthcare PPPs can involve diverse models of 
governance, management, risk sharing, and financial 
contributions. The benefit is evident with the 
tremendous productivity performance in the private 
healthcare subsector in 2021, where the growth was 
recorded at 8.8 percent, the highest in the past five 
years since 2017.

One of the primary factors is the sharing of facilities 
and expertise between public and private healthcare 
sectors to manage the Covid-19 pandemic more 

efficiently and productively. This mechanism involves 
the working transition of healthcare professionals 
from the public sector to the private sector and vice 
versa as their services are required. The following way 
forward is to sustain this PPP mechanism so that both 
sectors will continue to perceive a positive impact on 
productivity performance and healthcare delivery. 

iii.  Expanding Mental Health Services to Private 
Healthcare Institutions. 

The National Health and Morbidity Survey in 2019 
reported that half a million Malaysians were discovered 
to be experiencing symptoms of depression (Institute 
for Public Health (IPH), National Institutes of Health, 
Ministry of Health Malaysia, 2020). Besides that, the 
onset of the pandemic led to an increase in cases of 
depression and anxiety, constituting 85.5 per cent 
of calls to government agencies inquiring about 
mental health issues (Bernama, 2021). Therefore, the 
need to provide coordinated, comprehensive mental 
health care to cater to different groups of people with 
varying mental health needs.

These measures include adequate mental health 
promotion and mental illness prevention activities, 
services for early detection and treatment of common 
mental illnesses and services that provide sufficient 
treatment and aftercare for people with serious 
mental illnesses. Although mental health services are 
highly subsidised in the public sector, they are not 
always accessible to patients. Similar to many other 
infrastructures in Malaysia, mental health services are 
unequal across the different states. 

To date, only a limited number of specialised mental 
health hospitals are currently operating under 
Malaysia's public health system. This future initiative 
serves as the platform to determine the measure 
for incorporating public-private partnerships in 
providing mental health services in Malaysia. A more 
transparent requirement and mechanism for public-
private resource sharing in this area will potentially 
act as the ultimate source of productivity growth as 
more patients will have greater access to treatment 
at private health institutions.
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iv.  Embedding Good Regulatory Practices into 
Policymaking for Setting Up Private Aged Care 
Institutions in Malaysia 

Malaysia is an ageing country and is moving towards 
aged nation by 2030 where the elderly population 
is expected to reach 15% out of total population. 
With the rise in aged population, it is expected 
that the demand for elderly care will also increase. 
Since the government aged care homes are limited, 
people opt for private aged care homes when need 
arise. However, not all private aged care homes are 
registered with the Department of Social Welfare.

To date only about 300 aged care centres are 
registered. According to a source, at least 1,400 aged-
care facilities in Malaysia are unregistered which can 
be potentially detrimental to the safety of the patients 
or residents. Unfortunately, these premises cannot 
be simply shut down because the residents have no 
other options to receive the necessary care. 

While licensing procedure is essential to ensure the 
safety of the patient, the licensing should not impose 
unnecessary regulatory burdens. In this regard, Good 
regulatory practice (GRP) is a proven policy instrument 
to catalyse national efforts and resources for greater 
productivity, competitiveness, and economic growth. 
GRP ensures that all regulations effectively address 
the desired public policy objectives and serve the 
country in a balanced and equitable approach and 
are implemented transparently. 

This initiative aims to establish a conducive regulatory 
environment of aged care in Malaysia through robust 
legislative design and delivery towards the safety 
of the patient. Besides that, the information on the 
regulatory facilitation provided by the regulators 
towards a more conducive business environment will 
also be discussed under this initiative. 

With the existence of new trends and challenges, 
there is no doubt that the healthcare sector in 
Malaysia needs to undergo serious reform. As stated 
by Minister of Health in 2023, the government is 
increasingly struggling to maintain a free healthcare 
system, especially in the face of rising costs and an 
ageing demographic. The minister also emphasised 
the need to secure healthcare services in the future 
in line with ongoing efforts of the White Paper on 
Health (Patah, 2023). The effort of developing this 
paper started several years ago, aiming to redesign 
the health system so that it is positioned to respond 
to emerging health challenges.

A significant health reform agenda is essential to 
support better-coordinated care in the community, 
focus on prevention and keeping people healthier 
longer, and reduce pressure on public hospitals. 
These systemic reforms will also help improve the 
experiences of people using services across the 

health, aged care, disability, and mental health 
sectors. Overall, health reform is essential because 
it can improve access to healthcare, control costs, 
improve quality, promote equity, and provide 
economic benefits.

PHPN aims to become more influential in 
developing and implementing policy at the national 
level, notably the White Paper towards sustainable 
and comprehensive reform of the healthcare sector 
in Malaysia. PHPN regards the future of the national 
healthcare system in Malaysia will largely depend 
on the degree of involvement of the private sector. 
The future role of PHPN may include providing 
institutional check-and-balance and stability from 
the point of the private sector alongside monitoring, 
advising and reporting to the government on the 
status of healthcare reforms mandated to the private 
sector.

WAY FORWARD
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On top of that, PHPN will strive to evolve as the 
more decisive connecting point between the 
public and private sectors. The role of PHPN will 
continue to be relevant with the emergence of 
public-private partnerships as the new source of 
productivity growth and part of the future of the 
healthcare system in Malaysia. Besides that, PHPN 
will ensure that productivity will remain the top 
national agenda not only at the subsector level but 
also at the national level. PHPN will constantly play 
a key role in supporting industry players on the 
ground, simultaneously improving the visibility of the 
implementation progress as stipulated in Malaysia 
Productivity Blueprint (MBP).

As specified in the Blueprint, the governance model 
is expected to evolve along the implementation 
effort, and the productivity agenda matures over 
time. For the past five years, the function of the 
Delivery Management Office (DMO), where MPC acts 
as the secretariat, concentrates on the coordination 
and monitoring process, which is critical at the initial 
implementation stages of the Blueprint. The scope of 
work carried out by DMO involves coordination among 
various government agencies required to support the 
national and sectoral initiatives, monitoring of efforts 
by Sector Productivity Nexus as they build credibility 
and capability and returns on investments and 
rolling out of a nationwide strategic communication 
campaign, on productivity to embed the mindset of 
productivity. 

In the future, the role of DMO will reduce towards 
the tail-end implementation of the Blueprint. It is 
anticipated that the productivity mindset and key 
performance indicators will become entrenched 
in policy-making decisions in government. Sector 
Productivity Nexus, including PHPN, should mature 
as well as become fully independent and self-
sufficient with little monitoring and government 
funding required. The private sector will take over 
the operation of PHPN and constitute a business 
association or hub for productivity support. As such, 
PHPN will prepare and design feasible strategy and 
mechanism to translate this vision into action on the 
ground.

The next goal of PHPN in the next five years is to 
minimise the gap between the productivity level 
exhibited by this subsector and the national average. 
While the national average will continue to grow with 
the outstanding performance of the manufacturing 
sector, PHPN will strive its utmost effort to improve 
the productivity of this subsector through a robust 
public-private partnership and resource sharing. 
Healthcare is constantly recognised as a heavily 
regulated industry which can be challenging for 
innovation. In this regard, PHPN will collaborate 
innovatively with public and private sectors to 
address innovation barriers related to workforce and 
performance, technology and regulatory towards 
boosting the productivity of this subsector.
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