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Abstract

One of the challenges to maintain an agenda for universal coverage and equitable health system is to develop
effective structuring and management of health financing. Global experiences with different systems of health
financing suggests that a strong public role in health financing is essential for health systems to protect the poor
and health systems with the strongest state role are likely the more equitable and achieve better aggregate health
outcomes. Using Malaysia as a case study, this paper seeks to evaluate the progress and capacity of a middle
income country in terms of health financing for universal coverage, and also to highlight some of the key
underlying health systems challenges.
The WHO Health Financing Strategy for the Asia Pacific Region (2010-2015) was used as the framework to evaluate
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develop effective structuring and management of health
financing.

Malaysia has a mixed healthcare financing system.
Within the private sector, private health insurance is
voluntary, with variable premiums charged based on the
individual’s health status, the type of health insurance,
and the level of coverage. Private sector employers may
elect to offer welfare and health benefits and typically
negotiates packages with Managed Care Organizations
(MCOs) and private insurance companies to provide
medical insurance cover for their employees. Public
health care services are funded through general taxation,
with annual health budgets allocated by Ministry of
Finance to the Ministry of Health. The proportion of
general revenue allocated for Ministry of Health func-
tions in the National Budget is decided annually [3]. In
addition, the formally employed workforce make
monthly contributions to an Employee Provident Fund
(EPF), a compulsory savings scheme that provides a
measure of security in retirement, and disburses supple-
mentary benefits to members for medical expenses but
also for capital purchases such as the family home. All
private sector formal workers earning less than RM3,000
a month make a minimum contribution to the Social
Security Organization (SOCSO), a scheme that provides
medical benefits for work related injuries of members.
Payments through SOCSO and EPF, however, do not
constitute a significant proportion of healthcare expen-
diture because the contribution and the coverage pro-
vided are minimal. Public sector employees and their
families enjoy free access to medical services provided
by the public sector, and some of them have private
insurance or private medical care benefits.

Most significantly, out-of-pocket expenses incurred at
the point of utilization by patients, at both public and
private health facilities increasingly constitute a substan-
tial proportion of health care financing. Given the role as
the custodian of health, with the responsibility to pursue
universal coverage of affordable health services through
an equitable and efficient health system, the Ministry of
Health faces mounting pressures both internally and
externally as it strives to fulfil its mandates. Similar to
many countries, the Malaysian Ministry of Health has a
tripartite role as a funder, provider, and regulator. Public
healthcare is heavily subsidised with very low user fee
(unrevised since 1982) with revenue collection is esti-
mated to be around 2% against its spending [4]. Provi-
sion-wise, an extensive range of care is provided in the
public setting with a fairly high level of geographical cov-
erage. In terms of regulation, there is a multitude of laws,
directives, and clinical practice guidelines overseeing the
medical profession that also regulate medical insurance,
treatment fees schedule, and the operations of private
healthcare practice.

Evidences generated through global experience with
different systems of health financing suggests that a
strong public role in health financing, whether through
payroll or general taxes, is essential for health systems
to protect the poor and demonstrates that health sys-
tems with the strongest state role are likely to be more
equitable and achieve better aggregate health outcomes
[5,6]. Health equity, in this sense, relates to the value of
fairness and just in health distribution and incorporates
elements of ethics and human rights [7-11]. For health
systems to function equitably towards universal cover-
age, financing allocations should reflect the three dimen-



total health expenditure within the range of 5% of GDP
to be the minimum level for governments to provide
adequate public infrastructure and health service deliv-
ery that could reduce catastrophic and impoverishing
health expenditures [13]. Out-of-pocket payments create
substantial financial barriers in accessing health care,
and low-income households frequently face catastrophic
health costs when out-of-pocket payments are more
than 30% of total health expenditures [14]. Public finan-
cing, mainly through taxation or social health insurance
or a combination of the two, is the dominant form of
prepayment financing in countries that have achieved
near universal coverage. Tax-based and social health
insurance financing have comparative advantages and
disadvantages, but both provide the risk pooling and
cross-subsidization which are essential for universal cov-
erage, access and financial protection [15] Social safety-
net mechanisms aim to increase social protection by
reducing barriers (economic, political, social and cul-
tural) that can exclude the poor and vulnerable from
accessing health services. Health financing oriented
towards the poor can eliminate financial barriers to care
by reducing out-of-pocket payments and promoting
pooling that provides subsidized access for the poor.

The core source of health financing data was drawn
from the most recent Malaysian National Health
Accounts Report (2008) to measure up against the
WHO indicators. The report follows the framework
used by the Organization of Economic Cooperation and
Development countries and conforms to the Interna-
tional Classification of Health Accounts. The System of
Health Accounts (OECD, 2000 Version 1.0) has been
adopted by the World Health Organization as a basis
for international data collection and comparison. It pro-
poses an integrated system of comprehensive and inter-
nationally comparable accounts and provides a uniform
framework of basic accounting rules and a set of stan-
dard tables for reporting health expenditure data. The
Malaysian National Health Accounts framework was
based on the System of Health Accounts (OECD, 2000
Version 1.0) classification with some modifications to
suit local needs. In this context, sources of financing
included the public sector consisting of the federal gov-
ernment, state government, local authorities, and social
security funds, and the private sector consisting of pri-
vate health insurance, managed care organizations,
household out-of-pocket expenditure, non-profit institu-
tions, and corporations.

Findings
The WHO recommends that for universal coverage to
be achieved in Asia Pacific countries, one of the key cri-
teria is to have adequate spending on health; a mini-
mum total health expenditure of 4%-5% of the gross



employers and private insurance. Nonetheless, frequent
appeals in the mass media requesting for public dona-
tion for private healthcare treatment is also indicative of
the existing inadequacies of public hospitals such as the
lack of treatment facilities and doctors, overcrowding,
and long waiting lists.

The third indicator used by the WHO to monitor and
evaluate universal coverage is whether over 90% of the
population is covered by pre



statistics in 2009 revealed maternal mortality rate to be at
28.0 per 100,000 live births, infant mortality at 7.0 per
1,000 live births, and expected life expectancy to be 71.7
and 76.5 years for men and women respectively [18].
These outcomes are to be achieved through a compre-
hensive primary healthcare infrastructure that consists of



public education and clinical practice management. Health
financing policies need to infuse the element of cost-effec-
tiveness to better manage the purchasing of new medical
supplies and equipment both in the private and public
sector.

Lastly, health financing policy towards universal cover-
age is not isolated from the politics, pressure groups and
lobbies at country level [30]. Improving the health finan-
cing system would require the critical role of the gov-
ernment in interacting with stakeholders and guiding
the overall public interest. Good governance and leader-
ship are needed to ensure adequate public spending on
health and maintain the focus on the attainment of uni-
versal coverage, which will need to be supported by leg-
islative and regulatory frameworks that promote
prepayment and risk pooling arrangements, and rationa-
lize health spending both in the public and private sec-
tors. Every year, the Malaysian Auditor-General report
consistently highlighted discrepancies in the manage-
ment of funds and resource management of the MOH
both at the federal and state level [31]. In this aspect,
leadership is needed to make health care financing more
accountable to the public, particularly in regards to inef-
ficiencies and better utilisation of public funds and
resources.

Conclusion
The Member States of WHO have endorsed universal
coverage as an important goal for the development of
health financing systems but in order to achieve this
long-term solution, flexible short-term responses are
also needed. Measuring against WHO’s four target indi-
cators for financing universal coverage, the case of
Malaysia exemplifies the ways in which within a two-tier
health system, notable achievements in terms of health
outcomes and coverage can be attained through a mix
financing system, with the government continuing to be
the major financier and for those who can afford it to
patronise private health services. One of the salient fea-
tures of the Malaysian health system that middle income
countries as well as those in the region can infer from is
the critical importance of having a strong public role in
health financing in protecting the poor and reaching for
universal coverage.

Nonetheless, common challenges in developing coun-
tries in terms of escalating healthcare costs and expand-
ing private healthcare continue to pose imminent risk to
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