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Abstract

The purposes of this research on Khazanah National, a sovereign wealth fund, and its
effects on medical tourism in Malaysia and Singapore were as follows: a) to identify and
analyze those factors that shape Khazanah’s strategic investment in medical tourism and b)
to explain the impacts of Khazanah’s entry into the Malaysian and Singaporean medical
tourism markets. This research sheds light on the domestic political economic structure, with
a particular emphasis on Khazanah’s role as an engine for propelling Malaysian economic
development and building a regional healthcare platform. In other words, this research will
highlight the role of Khazanah as a strategic investment fund and a sovereign wealth fund
that has a broad mandate from the government to deliver optimal economic outcomes

through strategic investments.

Due to the complexity of the topic of the evolving role of Khazanah and the IHH in
serving the Malaysian government’s mandate and its political-economic strategy to build the
capacity of the nation, a qualitative research method was most suitable for achieving these
research aims. This research was conducted via two methods: a critical reading of the
existing literature relevant to the issue and interviews with scholars. The information and
data gathered from the document analysis were supplemented with semi-structured
interviews to investicate more deeply the issues involving Khazanah and its impact on

medical tourism in Malaysia and Singapore.

The results showed that two significant factors——politics and economics——have
tended to play significant roles in shaping and driving Khazanah’s strategic investment and
management at different periods of time. On the one hand, political factors played a pivotal
role in the early stages, when Khazanah entered into the medical tourism industry. The
Malaysian government used Khazanah to protect the ‘national interest’ from falling into the
hands of foreigners. Since its initial entry into this marketplace, Khazanah has been utilized

to expand the state’s role in the domestic economy, reinforcing and sustaining the structure
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of state capitalism, which is already underpinned by various state agencies, government
linked companies (GLCs), and policies. On the other hand, to build national economic
development, economic factors shape Khazanah’s and IHH’s investment and divestment
through a series of economic policies that are based on affirmative action policy. At the
same time, Khazanah’s policies supplement and support Malaysia’s aspiration to become a
developed nation by 2020. Recently, the investment decision-making of Khazanah and the

IHH has been based significantly on such economic factors as other private investors.

When Khazanah is acting as a private entrepreneur, it incurs a ‘conflict of interest’
problem because the state must play multiple roles. State and government become not
only regulators of the industry but also the dominant/major players in the industry, acting as
private businesses. In terms of market structure, the merger between Parkway (Singapore)
and Pantai (Malaysia) under the new brand ‘Parkway Pantai’ caused market concentration.
With medical tourism identified as its key strategic sector, Parkway Pantai plays an active role
in promoting medical tourism in Malaysia and Singapore. The result has been that Parkway
Pantai, rather than the country per se, has become a well-known hospital and medical hub
in Southeast Asia. Due to a web of networks within and outside the region, those hospitals
under Parkway Pantai receive various benefits and advantages over their competitors, such
as large amounts of capital, hospital networks, and economies of scale. At the same time,
Parkway Pantai facilitates the movement of patients, medical tourists, and investment funds
among ASEAN member states. Particular benefits, such as an improvement of medical and

human development standards, are attributable to investment in the recipient country.



