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Employers in Malaysia face the prospect of steep cost increases in providing medical 
care to their employees. New medical technologies, changes in health care legislation, 
and increased prevalence of lifestyle-related health conditions are all contributing  
to skyrocketing increases in the cost of keeping employees healthy and productive. 

Recent changes to private health care legislation, including massive increases in  
limits on what fees can be charged, makes this an appropriate time to review existing 
programs and adopt a holistic approach to employee health benefits design —  
one that not only addresses the cost side of the equation, but which also helps achieve  
a healthier, more productive workforce. 

CHANGING REGULATORY FRAMEWORK
The amendments to the Private Healthcare Facilities and 
Services Act 1998 took effect in March 2014 and have 
already resulted in medical care cost increases ranging  
from 14% to over 200%. For example, consultations with 
general practitioners, which used to cost between MYR10 
and MYR35, now cost between MYR30 and MYR125.3  
This trend is expected to continue with the April 2015 
implementation of Malaysia’s 6% goods and services tax.

LIFESTYLE LEADING TO CHRONIC DISEASES
Chronic diseases such as diabetes and hypertension,  
which used to be characteristic of the older generation,  
are increasingly prevalent among younger employees.  
Many chronic diseases are the result of individuals’ lifestyle 
choices but are exacerbated by workplace conditions, such 
as stress and sedentary jobs. The 2011 National Health and 
Morbidity Survey found that 27.2% of Malaysians aged 18 
and above were suffering from obesity, making Malaysia  
the heaviest country in Southeast Asia.4  The Ministry of 
Health reports an increase in cases of hypertension by 43%, 
diabetes by 88% and health risk factors, such as obesity 
is now 250% higher in 2012 compared with 2002.5

AGING POPULATION
Malaysians aged 65 years and above are projected to 
increase by around three-fold from 2010 to 2040.6  
A country is said to become an aging nation when 15%  
of its population becomes senior citizens (age 60 and 
above). Malaysia is expected to reach this status by 2030.7  
Employers will inevitably be impacted by increasing medical 
costs resulting from care of a more elderly workforce.

KEY COST DRIVERS  
ADVANCING MEDICAL TECHNOLOGIES
Advances in medical technologies are resulting in new types 
of treatments that yield greater success rates, entail lower 
risks, and enable quicker recoveries. Additionally, minimally 
invasive surgeries (MIS) and robotic surgeries are 
increasingly favored over traditional open surgeries. 
However, these new technologies and advanced techniques 
are much more costly than traditional procedures;  
on average, an open appendix surgery costs MYR6,000, 
whereas a laparoscopic or MIS surgery costs MYR10,000 — 
67% higher.1 Medical diagnosis tools available have evolved 
from X-rays to CT Scans and now to MRI. With medical 
innovation, consumers have a wider choice,  
but at a higher cost.
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1 Marsh’s observations of medical costs for several organizations.
2 Mercer Marsh Benefits local expertise; major hospitals; major insurers; government           
websites; IMF World Economic Outlook (April 2015).
3 The Star Online: APHM-Healthcare Costs May Rise, 15 December, 2014. 
4 WHO Non-Communicable Disease Country Profiles, 2013.
5 Extracted from LIAM (Life Insurance Association of Malaysia) memo release June 2015.
6 Extracted from Department of Statistics, Malaysia.
7 From the Sun Daily, Malaysia, 17 March 2015.
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CASE STUDY 
TURNING A 30% INCREASE IN PREMIUM 
INTO MYR1 MILLION IN SAVINGS 
A broadcasting company that provided generous 
health care programs to more than 3,500 employees 
was facing premium increases in excess of 30%.  
The firm’s total health care spend already exceeded 
RM5 million, and although the company had an 
extensive panel of doctors, this benefit was not 
highly valued by employees.

Mercer Marsh Benefits recommended that the 
company implement a flexible benefits plan and  
a medical savings account for outpatient care (OPC), 
with limits and co-payments. This new plan 
incentivized employees to be responsible in utilizing 
OPC, as those with lower OPC were rewarded. 
Medical coverage for parents and other wellness 
initiatives were also built in.

More than 95% of the client’s employees enrolled  
in the program. Employees were pleased with  
the inclusion of coverage for pediatric care and  
for alternative treatments such as acupuncture  
and chiropractic services, and an open access  
to panel doctors. MYR1 million in savings were 
quantified with the move towards medical savings 
accounts (MSA). At year-end, the MSA limit could  
be converted for use in pediatric care, alternative 
treatments, and even gym memberships.

MYR 
MILLION SAVINGS1OPPORTUNITIES FOR EMPLOYERS 

QUICK FIXES — SHORT-TERM SAVINGS 

Program Realignment

Employers are challenged to strike a better balance 
between the concerns of controlling costs and of providing 
adequate and strategic care. Health issues can be a very 
sensitive topic in the Malaysian workplace so employers 
need to approach cost-containment programs sensitively 
and encourage employees to make a personal commitment 
toward healthier lifestyles. The focus of the benefits 
program needs to shift from a curative to a preventive 
approach, using education and wellness programs.
Education on risk factors and the importance of screening, 
is a more economical approach than treating diseases,  
and instilling greater employee accountability with the 
introduction of co-payments leads to a better appreciation 
of the value of benefits. 

SUSTAINABLE COST MANAGEMENT —  
LONG-TERM COST AVOIDANCE

Healthy Workforce 

Employers in Malaysia are increasingly aware of the value  
of adopting a preventive approach to employee health  
and well-being. A purely reactive program design will only 
address employee health concerns once they have reached 
a certain level of seriousness, and will not do anything to 
maintain the well-being of currently healthy segments of  
the workforce. Traditionally, most organizations offer health 
screening for employees aged 40 and above. Based on the 
health landscape of Malaysians today, employers must 
consider reallocating medical and health spend to also 
target the younger segments of the workforce. Companies 
that develop health programs that foster a well-informed, 
health-conscious workforce can lower costs, reduce 
absenteeism, and raise productivity. Health plans of the 
future need to cover preventive care such as health 
screenings, regular check-ups and patient counseling in 
order to prevent and/or detect illnesses, diseases and other 
health problems at an early stage.

The introduction of targeted and preventive services that 
help guide employees to make healthy lifestyle choices is a 
key step for employers in addressing both rising cost and a 
healthy workforce.

Despite spiraling costs, employers in Malaysia can 
implement a health and wellness program that is valued  
by employees and contributes to lower rates of illness, 
decreased costs, and is a key strategy in attracting and 
retaining talent. A partner like Mercer Marsh Benefits, with 
extensive local knowledge and powerful market leverage, 
can help employers make informed decisions on choosing 
health care providers and obtaining effective benefits for 
their employees.
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For more information about Mercer Marsh Benefits ‘A Quick Fix to Employee Benefits Costs’,  
visit www.mercer-marsh-benefits.com/asiaquickfix.com

With a proactive approach to client relationships, we are committed to taking the time and 
energy to understand your business, respond to your requests, and provide you with the 
insights and information you need to make the right decisions.

Contact your client executive or a Mercer Marsh Benefits specialist to learn more.

Ho Mun Kiat 
munkiat.ho@marsh.com

http://www.mercer-marsh-benefits.com/asiaquickfix.com

