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3 CLUSTER ANALYSIS 

 

3.1 Definition and Description of Medical Tourism   

 

Medical Tourism is commonly known as medical care being sought outside one’s home 

country, across international borders. The term medical tourism may be used in reference to 

all kinds of travel for medical care. However, this emerging phenomenon is nowadays 

significantly different from the traditional model of international medical travel where mostly 

wealthy patients journeyed to leading medical centers in highly developed countries. The 

evolution of medical tourism has transformed the one-way movement of patients traveling 

only toward industrialized nations for health care into a two-way movement with the other 

direction toward less developed countries, once characterized as “third world” 7.  

 

The name medical tourism is actually not inadequate as it is not always “touristy” in nature. 

There are people traveling only explicitly for health care, but there are also people seeking for 

health care while on trips for business, leisure or education. Alternative terms like “medical 

value travel” and “global health care” have been suggested. 8 However, “medical tourism” 

will be sustained in this study because it is the most popular one in common usage.  

 

The medical tourist is potentially anyone. Markets for medical tourism include patients and 

their families, service providers, healthcare administrators, payors, regulators, NGO’s, 

                                                 
7 Michael D. Horowitz and Jeffrey A. Rosensweig. 8 February 2008. Medical Tourism vs. Traditional 
International Medical Travel: A Tale of Two Models. IMTJ – International medical Travel Journal. 
8 Jason Yap Chin Huat. May 2006. Medical Tourism / Medical Travel (Part One). Globalisation of Medicine, Vol. 38 
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business people and interested parties.  

 

Nowadays globalization affects just about every aspect of our lives, so as health care. Three 

other main factors driving medical tourism would also include9: 

 Access to high quality care at lower than prevailing prices 

 Short waiting periods with no waiting lists 

 Availability of innovative treatments that may not be available near home  

In order to understand the factors that determines the choice of destination country in this 

increasingly competitive field, we must consider the types of medical tourists the destination 

country wants to attract and what these tourists wants from their travel. The types can be 

divided into six sometimes overlapping categories: 1) Necessary Minor Surgery, 2) Necessary 

Major Surgery, 3) Diagnostic Services, 4) Alternative Therapy Treatments, 5) Lifestyle / 

Wellness, and 6) Cosmetic Surgery. (See Chart 3: Pie of six categories of medical tourists and 

the four components with its relative impact on each.)10 These categories may be further 

divided into specialty services, like major surgery may be focused on such expertise as hearth 

care, cancer, etc. and minor surgery on dental or bariatric treatments. 

 

Each slice of this medical tourism pie has unique components that are influenced not only by 

the destination’s medical services, but also by its hospitality support, tourism appeal and 

governmental policies. These four considerations are the shades of color shown in each piece 

of the pie. They will differ in their importance, depending on the sort of treatment. Estimates 

of these differences are shown by their relative sizes in each slice of the pie. 

                                                 
9 David Albert. November 2008. Medical Tourism: Progress and Prospects. Medical Tourism Magazine Issue 7. 
10 Dan Cormany. November 2008. Taking a Pulse on Potential Medical Tourism Destination. Medical Tourism 
Magazine, Issue 7. 
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Chart 3: Pie of Six Categories of Medical Tourists and the Four Components with its 
Relative Impact on Each 

 
(Source: Dan Cormany. Taking a Pulse on Potential Medical Tourism Destination. See 
Footnote 10.) 

 

The four components (medical services quality, hotel / F&B quality, tourism support, and 

governmental legal & federal policies) affect the various medical tourist categories in 

different ways. For example, for major surgery patients, besides the medical care quality, the 

quality of aftercare facilities or hotel / F&B during their in-country recovery may be a second 
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important factor, and tourism of little importance. Those traveling for lifestyle reasons or for 

alternative therapy may care more for tourism opportunities and be more patient with 

governmental travel procedures than those traveling for major surgery.   

 

The factors of each of these four destination components can be used to evaluate the 

destination’s capability to meet the expectations of its medical tourists. Below table (See 

Table 1) has compiled those factors with economic, legal and patient care perception. 

However note that this outline is just an initial point that may be modified once more studies 

are available on the patients’ evaluation. When a destination country is able to assess and 

decide what its primary emphases are or will be then it has an advantage in coordinating 

medical, hotel, tourism, and governmental policies. So all are integrated and working together 

to provide the best quality service to those particular medical segments. Then it is the turn to 

Marketing to communicate those specialties.11  

 

In general destination countries are encouraged to take a holistic approach due the increasing 

competition from more and more destinations. Progress of world-class medical service is 

undoubtedly a very important factor to be worked on but other factors must be as well 

considered into the mix. To sustain a competitive status in medical tourism, a destination must 

factor in the combination of medicine and hospitality to serve specific types of medical 

travelers. It must show a finesse by which tourism options are appropriately entangled and it 

must demonstrate governmental support through policies and focus.12 

                                                 
11 Ibid. 
12 Ibid. 
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Table 1: Factors of Each Destination Component that Impact the Medical Tourist 

 

 

 

 

 

 

(Source: Dan Cormany. Taking a Pulse on Potential Medical Tourism Destination. See Footnote 10.) 
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3.2 Diamond Analysis of Medical Tourism13 

 

Medical tourism generally involves the participation and activities of people and transactions 

in more than one country and between various companies in various industries in clusters. 

Therefore it is appropriate to analyze the medical tourism development with the factors in 

Michael Porter’s diamond. 14It was derived and used to conceptualize the four conditions that 

are important when conducting international business. These include factor conditions, 

demand conditions, related supporting industries, and firms’ strategy, structure and rivalry. 

(See Chart 4)   

Chart 4: Porter’s Diamond Model 

 

(Source: Wikipedia. http://en.wikipedia.org/wiki/Diamond_model) 

 

According to Porter, the competitive advantage of nations is the outcome of these four 

interlinked advanced factors and activities in and between companies in these “clusters”, 

groups of interconnected firms, suppliers, related industries, and institutions that arise in 

                                                 
13 Section 3.2 is based on sources from: Christine Lee, Michael Spisto. April 2007. Medical Tourism, the Future 
of Health Services. 
14 Wikipedia. http://en.wikipedia.org/wiki/Diamond_model 
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certain locations. Two other factors which are “chance” and “government” were later included 

in the diamond model to recognize the importance of these two elements in the influence of 

international business.  

 

3.2.1 Factor Conditions 

The basic factors that include climatic conditions, natural resources and geographic location, 

are an advantage for medical tourism as many medical tourism products and services are 

located in warm, pleasant environments. Besides the basic factors, there are also advanced or 

specialized factors that sustain the medical tourism growth. These factors involve heavy 

investments made by people in the medical tourism services field and governments. The 

medical services’ quality in the developing countries differentiates not much with those 

offered in the advanced countries. Many medical doctors and staff are trained in western 

countries and have worked in western hospitals before they returned to their origin country. 

Hospitals with medical tourism services ensure quality services with recruitment of 

well-qualified foreign-trained doctors and with modern medical technology. Besides, hospital 

cost in developing countries is much lower because its relatively cheap labor cost. Other 

advanced factors include the usage of internet resources for the communication and marketing 

of medical tourism internationally. 

 

3.2.2 Demand Conditions  

Demand for medical services is nowadays increasing as the ageing population increases. This 

demand can not be met under the public healthcare service in many western countries and 

private healthcare is too expensive for the majority of the population. Thus, many patients are 

placed onto public waiting list for medical treatment. As waiting list gets longer and 
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healthcare gets more expensive, alternative solutions are explored to help curing those 

patients. Medical travel gets attractive as the cost of an expensive voyage to a pleasant and/or 

exotic location inclusive medical treatment and recovery in the destination country is cheaper 

than the medical treatment in origin country. The demand is also increasing because of more 

and more people do not possess private healthcare insurance. Insurance companies are also 

gradually creating a demand for medical tourism. They have to cover the medical costs of 

their insured clients and are trying to find ways to reduce their expenses while improving their 

services. Such international business arrangements are like a form of subcontracting or 

off-shoring of services which is now a commonly utilized business strategy to reduce costs. 

 

3.2.3 Related and Supporting Industries 

Medical tourism is considered a form of travel abroad. So, there is a demand for airline 

service, accommodation in a hospital and/or in a hotel and for local travel at the destination. 

Thus medical tourism relies upon a developed infrastructure. There are also activities that 

provide tourist leisure and recreation. Many foreign governments know that medical tourism 

may spur their domestic economic growth, so encourage supported businesses to invest in this 

fairly new and emerging industry. 

 

3.2.4 Firm Strategy, Structure, and Rivalry 

This factor transfers from the macro-related toward those at micro-level (from country level to 

level of the firm). At micro-level, the outlook of individual firms participating in medical 

tourism will depend on their strategy, structure and rivalry. International competition and 

rivalry will increase as medical tourism becomes more attractive to more and more countries. 

This impels enterprises to work on their productivity and innovation Companies with medical 
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tourism services must like other tourism businesses maintain high quality service and high 

customer satisfaction rating to remain sustainable in its market environment. 

 

3.2.5 Government  

In order to develop medical tourism successfully, the government must play a key role in 

bringing together the different sectors for collaboration. It needs to act as channel and 

challenger, and encourage companies to upgrade their competitive performance.    

 

 

3.3 Overview of Taiwan Medical Tourism15 

 

The health of Taiwanese locals has been generally improved not only because of the 

implementation of the NHI program in 1995 but also because of the improving quality of 

medical services available in Taiwan. For the benefit of Taiwan’s economic growth and the 

development of the medical industry, Taiwan endeavors to become a global medical tourism 

hub. Taiwan’s competitiveness in this industry can only be enhanced with the full support and 

involvement of the government that has to coordinate the integration and alliances of the 

resources in the governmental as well private sectors.  

 

The government has tried to promote over the years the internationalization of Taiwan’s 

medical services with various activities like the two plans noted below. The Executive Yuan 

Science and Technology Advisory Group (STAG) came up in 2003 with the “THIS Plan for 

                                                 
15 Section 3.3 is based on sources from: Ming-yen Wu. September 2007. A New Blue Ocean Strategy for 
Taiwan’s Medical Sector The Internationalization of Medical Care Services. Smile Newsletter. 
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Taiwan’s Strategic Service Industries”. THIS includes Telecare (remote medicine), Healthcare 

tourism, and Integrated healthcare delivery Systems. This plan targets tourism as the prime 

focus and healthcare as the secondary focus for development.   

 

At the end of 2006, Taiwan government presented four key strategic plans for the medical 

care industry, as part of the Industrial Development Package under the First-Stage Three-Year 

Sprint Program of the Economic Development Vision for 2015. The four plans respectively 

cover: 1) Enhancement of the service quality of the medical institutions; 2) Provision of 

training to raise the service quality of the medical personnel; 3) Development of the 

e-medicine industry; 4) Development of the internationalization of medical services 

 

Internationalization of medical services was initiated as the frontrunner of these four plans. Its 

implementation focused first on Chinese, Japanese and English speaking customers, 

especially targeting the overseas Chinese. In regards of the products to be promoted, the 

government focused initially on the main strengths of Taiwan’s medical services which are 

considered the following: liver transplantation, craniofacial reconstruction, cardiovascular 

invasive treatment and surgery, artificial insemination, and joint replacement. The whole 

project with an budget of NT$10.5 billion approved by the Executive Yuan was expected to 

promote Taiwan’s medical services to attract 100,000 patients in three years and to create 

about 3,500 job opportunities.16 The plan of medical services internationalization was 

allocated NT$44 million and is operated by a team consisting of Taiwan Nongovernmental 

Hospital and Clinics Association (TNHCA), Chung Hua Institution for Economic Reseach 

(CIER) and Taiwan External Trade Development (TAITRA), along with 20 prestigious 
                                                 
16 Ozgur Tore. May 2008. Taiwan Urged To Focus on Medical Tourism. Focus on Travel News. 27 May 2008 
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hospitals around Taiwan.17 However, according to the experts in the field of medical tourism, 

the project never really took off.   

 

One of the subsidized projects to develop strategic planning for the internationalization of 

Taiwan’s medical services was a research in which five local hospitals were evaluated: the 

Taoyuan Branch of Chang Gung Memorial Hospital, Wan Fang Hospital and National Taiwan 

University Hospital in Taipei, E-Da Hospital in Kaohsiung County, and Chang Bing Show 

Chwan Memorial Hospital in Changhua County. Below is a summary of the medical services’ 

internationalization in each of the five hospitals (Table 2). Based on their findings, all five 

hospitals were commonly interested in health checks and medical cosmetology and each 

hospital has asset in one or more fields of specialized medical treatments like transplantation 

of liver, cord blood and kidney, cleft lip and palate surgery, artificial knee joint replacement. 

These hospitals have experiences providing special medical services for foreign visitors.   

 

In May, 2009, China Post released that Taiwan is launching a new ambitious four-year 

medical care improvement plan which is expected to create 300,000 new jobs and produce 

NT$345.4 billion in profit by 2012. The plan is named Operation Health Care Platinum and is 

aimed to improve medical service and to sell it abroad as one of Taiwan’s six new strategic 

industries. NT$86.4 billion will be provided for the plan of which NT$1.7 billion to be spent 

on attracting international patients to gain medical revenue at about NT$22 billion a year.18 

 

Table 2: Summary of Medical Services Internationalization in Five Local Hospitals 

                                                 
17 Oscar Chung. February 2008. Tourism for the Health of It. Taiwan Review. Vol. 58 No. 11 Nov. 2008 
18 David Young. 1 May 2009. 4-Year Medical Care Plan to create 300,000 new jobs. The China Post 
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(Source: See footnote 15) 

 

The outside world is somehow familiar with the Taiwan medical services through 

international disaster relief, government-supported medical missions to Taiwan’s allies, and/or 

personal connections. Additionally, Taiwan was the first Asian country to perform liver 

transplantation successfully and is one of the top five liver transplantation centers in Asia. 

Taiwan is also the only Asian country to have received the “Plastic Surgery Innovation” from 

“American Society of Plastic Surgeons”, the so-called Noble prize of plastic surgery. However, 

Taiwan is actually still in its early stage of medical tourism development. Even though it has 

already achieved a worldwide reputation in areas of liver transplantation, excimer laser 

surgeries, cosmetic medicine and Chinese traditional medicine, but comparing with other 

Asian countries, Taiwan is very late in the medical tourism progress.  

3.4 Competitive Position in Asia 
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In spite of having a number of plans and activities supported by the government, Taiwan is 

still far from reaching its potential for medical tourism because it is still a fairly new entrant to 

this market. Taiwan is losing out to other destinations in Asia as Singapore, Thailand and 

India that are already established as regional leaders. Medical tourism is growing and 

diversifying. According to McKinsey & Company, the revenues of this industry was estimated 

at about US$60 billion worldwide in 2006 and this total will rise to US$100 billion by 2012. 

The Indian medical tourism alone will grow to US$2.3 billion by 2012. Singapore hopes to 

treat 1 million foreign patients that year.19  

 

Table 3: Number of International Medical Visitors with its Relevant Earnings 

Country Malaysia Singapore India Thailand 

Year 
Foreign 

patients # 

Revenue 

US$ 

Foreign 

patients #

Revenue 

US$ 

Foreign 

patients # 

Revenue 

US$ 

Foreign 

patients # 

Revenue 

US$ 

2004 174,000  320,000 506 million 150,000 333 million 520,000 

2005   374,000 500,000  1.28 million 850 million

2006 300,000 59 million 410,000 500,000 600 million 1.4 million 1 billion

2007 340,000  500,000 450,000  1.3 million 

(Source: Data consolidated from various sources as listed on Appendix C) 

 

Table 3 shows some estimates of international medical visitors for key medical care 

destinations in Asia with its relevant earnings (where applicable). Taiwan is not included as 

there were no statistical data found on it. Only numbers found is that according to Taiwan 

Medical Tourism Development Association, 6,000 foreigners seek medical treatment in 

                                                 
19 Devon M. Herrick. November 2007. Medical Tourism: Global Competition in Health Care. NCPA policy 
Report No. 304 
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Taiwan in 200720. This Formosa is targeting to reach 100,000 international medical visitors by 

2010 and NT$30 billion of revenue by 2015.21 It looks like Taiwan needs to race against time 

to build up their medical tourism infrastructure and explore overseas markets in order to catch 

up with other early started neighboring countries and to achieve the target. Taiwan wants a 

slice of this medical tourism pie and is poised to tap into this market with the estimated value 

of US$100 billion by 2012. 

 

 

3.5 SWOT Analysis22 

 

The following SWOT analysis provides a summary of the internal strengths and weaknesses, 

and the external opportunities and threats in Taiwan’s internationalization of medical services. 

The factors are identified based on secondary research.  

 

3.5.1 Strengths 

 Reasonable and affordable charges for high standard quality of medical services: If 

comparing with other destination countries in Asia, the fees are competitive, depending  

Table 4:  Cost Comparison of Medical Services in Taiwan and Other Destinations 

                                                 
20 See footnote 16 
21 Seeing Taiwan: Medical Tourism Set To Arrive. Topics Archive 2008, Vol. 38- No.3. AmCham. 
22 The SWOT factors are analyzed, consolidated and amended where applicable from the following sources:  
1) Ming-Yen Wu. September 2007. A New Blue Ocean Strategy for Taiwan’s Medical Sector The 

Internationalization of Medical Care Services. Smile Newsletter. 

2) Ming-Yen Wu. 2008. Appropiate Business Models of International Medical Travel for Taiwan. TNHCA.   

3) Mei-Hui Yang. 2008. A Study on the Marketing Strategy Research of Medical Tourism. NTU.  

4) 吳明彥，「醫界新藍海---醫療服務國際化之策略規劃」，台灣私立醫療院所協會，民國 96 年 03 月 

5) 陳文華，「如何建立國際醫療商業模式」，國立臺灣大學商學研究所，民國 97 年 10 月  
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Treatment Taiwan U.S.A. India Thailand Singapore Malaysia Korea 

Coronary 
artery bypass 

$27,500 
$70,000 - 
$133,000

$7,000 $22,000 $16,300 $12,000 $31,750 

Heart valve 
replacement 

$30,000 
$75,000 - 
$140,000

$9,500 $25,000 $22,000 $13,400 $42,000 

Angioplasty $6,877 $57,000 $11,000 $13,000 $13,000     

Hip 
replacement 

$8,800 
$33,000 - 
$57,000 

$10,200 $12,700 $12,000 $7,500 $10,600 

Knee 
replacement 

$10,000 
$30,000 - 
$53,000 

$9,200 $11,500 $9,600 $12,000 $11,800 

Prostate 
surgery   

$2,750 
$10,000- 
$16,000 

$3,600 $4,400 $5,300 $4,600 $3,150 

Hysterectomy $2,229 $20,000 $3,000 $4,500 $6,000 $3,000   

Gastric bypass $10,200 
$35,000 - 
$52,000 

$9,300 $13,000 $16,500 $12,700 $9,300 

Liver 
Transplantation 

$27,411 $300,000 $69,.000   $160,000     

Spinal Fusion $3,743 $62,000 $5,500 $7,000 $9,000     

Face-lift $1,819 
$10,500- 
16,000 

$4,800 $5,000 $7,500 $6,400 $6,650 

Health 
screening 

$455 $1,818   $227 $455 $273   

(Source: Taiwan Task Force on Medical Travel Taiwan. 2008. Taiwan Nongovernmental 
Hospitals & Clinics Association. http://www.medicaltravel.org.tw/en/process_int.aspx) 
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on kind of specialty treatment in particular destination. But the charges are much lower if 

comparing with countries in Europe, U.S.A. See above table (Table 4) with cost 

comparison of medical treatments in Taiwan and other destinations. 

 Advanced medical technologies and equipment of international standards: Taiwan is one 

of the leading countries in the world with research and development of high-tech 

products, used worldwide. Besides, production value of Taiwan’s medical equipment and 

supplies sector soared from US$0.9 billion in 2002 to US$1.64 billion in 2008, while its 

global worth is valued at US$194.8 billion in 2008.23  

 Continuously management and improvement of medical quality through hospital 

accreditation: In 2006, 494 hospitals have passed the accreditation from Taiwan Joint 

Commission on Hospital Accreditation (TJCHA24). This commission has passed the 

International Accreditation Program (IAP) for Standards Assessment from the 

International Society for Quality in Healthcare (ISQua)25 in 2007. Besides, Taiwan has 

an increasing number of hospitals with Joint Commission International (JCI) 

accreditation.26 Currently 6 hospitals are JCI accredited: Changhua Christian Hospital, 

E-Da Hospital in Kaohsiung, Koo Foundation Sun Yat-Sen Cancer Center in Taipei, Min 

Sheng General Hospital in Taoyuan, Taipei Medical University – Wanfang Medical 

                                                 
23 Jean Yeh. November 2008. Medical exhibit gets top marks. Taiwan Journal. 
24 TJCHA is the first hospital accreditation in Asia and the eighth in the world (up to now only 13 total) 
http://www.tjcha.org.tw 
25 http://www.isqua.org/ 
26 JCI is the International division of Joint Commission Resources that has been working with health care 

institutes, ministries of health, and global organizations in over 80 countries since 1994. JCI aims to improve the 

safety of patient care through the provision of accreditation and certification services. Currently over 220 public 

and private health care organizations in 33 countries have been accredited by JCI. 

(http://www.jointcommissioninternational.org) 
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Center, and Tung’s Taichung Metroharbor Hospital – Wuchi Campus.27  

 Qualified and highly skilled medical professionals  

 Good, worldwide, professional reputation of the traditional Chinese Medicine  

 Convenient geographical location, at the center of East Asia. With its proximity to 

Mainland China, it has also an advantageous position to develop the China market..  

 

3.5.2 Opportunity 

 Emerging trend of medical tourism in Asia, representing the most potential medical 

tourism market in the world. The ageing population, particularly in the developed 

countries, is increasingly rapidly. This puts an extra demand on an already overburdened 

health infrastructure, creating many opportunities in the Asian medical tourism market.28 

 Growing tourism industry in Taiwan: Based on “The Travel & Tourism Competitiveness 

Report 2009 from WEF, Taiwan has risen up from the 52nd rank in 2008 to the 43rd rank 

out of 133 countries. Number of overseas Chinese and foreign visitors have been 

gradually increasing since 2004. The global economy crisis is taking its toll from the 

island’s economy, thus the government needs to stimulate the economy in various ways. 

Medical sector should collaborate more closely with the tourism sector to attract 

international medical visitors especially because expenditure of a medical tourist is 

usually higher than an ordinary tourist. 

 Potential from Mainland China: Attract white-collar Chinese workers especially due the 

direct flights to/from Mainland China established in July 2008, and because the entrance 

permission of Mainland Chinese visitors liberalized. Entrance procedures have been 

                                                 
27 Ibid 
28 Asian Medical Tourism Analysis (2008-2012). June 2008. RNCOS E-Services Pvt. Ltd. 



 

 26

simplified. According to the Mainland Affairs Council, Taiwan expects the revenue from 

China Tourism to exceed NT$60 billion a year.29  

 Taiwan’s mobile medical teams and international disaster relief may raise Formosa’s 

profile and reputation. 

 Overseas insurance companies searching for alternative (cheaper) health care plans: As 

in U.S.A. health care costs are on the rise, more insurers are looking into providing 

coverage for their members at overseas hospitals. Like manufacturing facilities and call 

centers, health care is moving offshore. Patients are willing to make the medical travel. 

Based on the rates noted on the “Cost Comparison” table (Table 4) above, an insurance 

company can waive all deductibles and co-pays, offer travel costs for the patient and 

family members, even offer a cash incentive, and still save tens of thousand dollars.30  

 High level of interest from Taiwan’s hospitals and travel service sector: Taiwan hospitals 

are looking for new revenue sources because their profit margins have dropped since the 

implementation of the NHI system in 1998. The system has benefited the public but has 

also caused financial woes that may cause fears of decline in the quality of services.  

 Reduced competitive cost of international travel. 

 

3.5.3 Weakness31 

 English communication skills among the medical staff. In many hospitals often only the 

doctors posses a good English language level. Other medical staff and administrators 

have often difficulties communicating with international patients. Besides, there is lack 
                                                 
29 Daniel Ong Kian Hong. 7 May 2009. Taiwan Expects Revenue From China Tourism To Exceed NT$60 
Billion/Year.. Dow Jones Newswires. 
30 Bruce Einhorn. March 2004. Outsourcing the Patients. Businessweek. 13 March 2004 
http://www.businessweek.com/magazine/content/08_12/b4076036777780.htm 
31朱子斌華，「人市場及大陸市場國際醫療之開拓」， 臺北醫學大學進修推廣部 主任， 民國 97 年 10 月 
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of staff with multi-language skills. 

 There is insufficient training in cultural differences, attitudes, and in foreign languages 

not only for workers in the healthcare sector but also in other sectors as in travel agencies, 

hotels and governmental bureaus. This kind of training optimizes customer service 

quality that is crucial to prospective international medical visitors, especially if price is 

not their concern in their evaluation of destination choices. 

 Lack of branding and marketing: There is a lack of awareness about Taiwan as a tourism 

spot in general. People overlook Taiwan and select another destination that has created a 

better image and confidence among the people for their international quality services. As 

we all know: “It’s all about marketing.” Regardless how good the price and quality of the 

product are, if the message can not convince the customer, it will lose. The various 

industries, related with medical tourism – airline operations, hotels, hospitals, relevant 

governmental bureaus, should join forces, enhance alliances and coordination, come up 

with exclusive packages, and promote it with a comprehensive marketing strategy.  

 No internet platform for cooperation with other industries. Lack on coordination in 

concepts communication. Website “http://www.medicaltravel.org.tw” is created by the 

Taiwan Task Force on Medical Travel (TTFMT) which is controlled by Taiwan 

Nongovernmental Hospitals and Clinics Association (TNHCA). This platform is to 

integrate Taiwan’s medical, governmental and tourism resources for patients seeking 

international medical care. However the website is considered fairly poor as information 

are not up to date and complete. There are no links to other industries as airlines, hotels.  

 Legal and regulatory restrictions: There are restrictions on advertising medical providers 

which will limit their customer sources. National law and regulations related to medical 

management, including the recruitment of qualified personnel, purchases of major 
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equipment, medical marketing, and etc. are strict and complex •  

 Taiwan’s complicated diplomatic situation may hinder the tourism development.  

 Economic recession turns down investment in the domestic health care industry. 

 

3.5.4 Threat 

 Strong competition from the early players as India, Thailand, Singapore, Malaysia and 

new comers as South Korea, Philippines. 

 Recession in domestic health care industry may cause brain drain of medical 

professionals. 

 International marketing cooperation channels are still not smooth to run. 

 No actual breakthrough yet of development in the branding, product differentiation. 

 Political and diplomatic factors causing hinder in economic development that also affect 

the progress of the internationalization of medical care. 

 With the financial crisis turning into a global recession, the outlook across Asia's medical 

tourism industry is grim. 

 The outbreak of current Influenza A pandemic (previously called the Swine flu) around 

the world may discourage people to travel abroad for medical treatment. There are 

already signs that the Influenza A fear is taking an economic toll. The SARS outbreak in 

2003 brought great negative impact on Taiwan’s economy and tourism. This time the 

government must act very cautiously and take appropriate and efficient measures well on 

time to keep this flu under control to avoid any disastrous mishaps that may create a 

negative image on Taiwan. 
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3.5.5 Suggestions 

Based on Taiwan’s current condition, the island is facing tough competition with other 

destination countries in Asia as most of the Taiwan strengths are also available in the other 

competing countries. However there are still opportunities for Taiwan to grab a certain slice of 

the medical tourism pie, depending how many of the projects related to medical tourism 

development can be accomplished in reality and implemented “on-time”. 

 

Taiwan may initially build up its medical tourism in a limited target market which the 

Formosa is very familiar with, as following: 1) Japan, due Japanese are the majority of 

Taiwan’s incoming foreign visitors, nearly 30%. 2) The overseas Chinese people as many of 

them do not have a health plan or are under-insured in the country they live. 3) Mainland 

China as newly rich people or white collar workers in China are seeking for high quality of 

medical treatment in a familiar cultural and language environment.32 Once this market is built 

up strongly and able to maintain a stable influx of medical visitors, and when Taiwan’s 

medical tourism condition and image are enhanced then it may focus to more target markets.  

 

Regarding product, focus should be health checks due the advanced medical equipment 

Taiwan has and less malpractice law issue. Health and tourism industries should collaborate to 

tailor attractive medical tourism packages like health checks with accommodation in a nice 

hotel including complimentary services as Taiwanese style of massage and/or a healthy 

organic dinner. Focus may also be set to the traditional Chinese Medicine as it is a strength 

that other Asian destination countries hardly can compete with.  

                                                 
32 See section 3.7.2 Demand Conditions 
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3.6 Taiwan Medical Tourism Cluster Map 

 

Clusters are geographic concentrations of interconnected companies, specialized suppliers, 

service providers, and associated institutions in a particular field that are present in a nation or 

region. Cluster arises because they increase the productivity with which companies can 

compete. The occurrence of clusters reveals important insights about the microeconomics of 

competition and the role of location in competitive advantage. Clusters affect competition in 

three broad ways: 1) by increasing the productivity of companies based in the area; 2) by 

stimulating and enabling innovation; 3) by facilitating commercialization within the cluster.  

Geographic, cultural, and institutional proximity provides companies with special access, 

closer relationships, better information, powerful incentives, and other advantages that are 

difficult to tap from a distance. Competitive advantage lies increasingly in local things – 

knowledge, relationships, and motivation – that distant rivals can not replicate.33 

 

Small and Medium Enterprises made up 97.63% of Taiwan’s private sector and employed 

77.12% of its workforce in 2007.34 In order to help these businesses enhance the 

competitiveness, the Ministry of Economic Affairs plans to invest US$20 million in 

infrastructure between 2008 and 2011 to foster 90 new industrial clusters in several innovative 

sectors such as tourism technology, health care and leisure, and biomaterial applications.  

 

The Taiwan medical tourism cluster can be considered as a newly emerging cluster, which is 

supported by other related clusters and Institutes for Collaboration. See Chart 5 below. 

                                                 
33 Michael Porter. Clusters and Cluster Development. Institute for Strategy and Competitiveness. Harvard 
Business School. http://www.isc.hbs.edu/econ-clusters.htm 
34 See above 2.2 Economy Overview 
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Chart 5:  Taiwan Medical Tourism Cluster Map 
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(Source: Structure based on sources from website “Competition and Economic Development, 
Institute for Strategy and Competitiveness, Harvard Business School, 
http://www.isc.hbs.edu/economicdevelopment.htm) 

 

The medical tourism cluster lies in the intersection between the tourism and medical services 

cluster. The core of this cluster contains activities from both the tourism and medical services 

cluster. The tourism part is from the center to the left and medical from the right to the center. 

The strengths of medical services are indicated in the center of the map but other procedures 

such as Chinese traditional medicine and gastric bypass surgery are also available. Even 

though number of tourists to Taiwan is gradually growing but so far its tourism reputation is 

still weak if comparing with neighboring nations. As medical care providers are an emerging 
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player, thus the medical and tourism clusters must join forces and work closely together in 

order to obtain competitive advantage.  

 

The joint clusters must also be strongly supported by the Institutes for Collaboration (IFC), 

noted at the bottom of the map. The numerous IFC’s can be divided into four categories. First, 

there are the education institutes like medical colleges (Medical College of National Taiwan 

University, the China Medical University in Taichung, Taipei Medical University and Taiwan 

Hospitality and Tourism College in Hualien). Second, there are various government 

institutions such as the Department of Health, , the Taiwan External Trade Development 

Council, Bureau of Foreign Trade, Mainland Affairs Council, Ministry of Foreign Affairs, 

Council for Economic Planning and Development, Tourism Bureau (which falls under the 

Ministry of Transport and Communications). Third is medical research affiliations and 

certifications such as Joint Commission International and Taiwan Joint Commission on 

Hospital Accreditation.   Fourth, there are a number of business related associations such as 

the Taiwan Coalition of Service Industries, the Taiwan Nongovernmental Hospitals and 

Clinics Association, the Taiwan Medical Tourism Development Association, Taiwan Tourist 

Hotel Association, and Taipei Association of Travel Agents.  

 

These numerous IFCs should work in cooperation for promotion of medical tourism. 

However they seem currently to be fairly weak with proceeding medical tourism collaboration. 

It seems that they simply provide basic services such as members registration and/or industry 

oriented services rather than activities to make the cluster more competitive. 
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3.7 Taiwan Medical Tourism Cluster Diamond Analysis 

 

In section 3.2 is given the Porter’s diamond analysis of medical tourism in general. A further 

analysis will be now made based on Taiwan particularly. Taiwan’s medical tourism cluster 

diamond mirrors the advantages and challenges faced by the island. 

 

3.7.1 Factor Conditions 

The various factor inputs, that are necessary to prosper the medical tourism cluster, can be 

classified as 1) human resources, 2) infrastructure, and 3) environment, natural and cultural 

resources.  

 

Human Resources: At the end of 2007, there were about 224,640 medical professional 

working in Taiwan. Per 10,000 people, there were about 17.8 doctors and 4.7 dentists. Many 

doctors are highly skilled and have international medical diplomas or equivalent training 

overseas.  Physicians practicing a specialty are required to be licensed separately in that 

specialty and must renew on a regular basis. This, combined with low fee levels and/or high 

malpractice risk, may contribute to a general shortage of certain types of specialists including 

emergency care, gynecology, and pediatrics. Shortages of nurses and skilled medical 

technicians represent a major challenge in delivering quality health care.35  

 

On the tourism side, the hotel industry is experiencing a labor shortage as it is difficult to 

attract local people for labor-intensive departments such as housekeeping. To meet the rising 

                                                 
35 Chapter 15 Public Health. The Republic of China Yearbook 2008. Taiwan Government Information Office. 
www.gio.gov.tw 
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demands of the travel and tourism industry in Taiwan, more relevant vocational training and 

development programs including foreign language training should be incorporated to enhance 

staff quality and efficiency.36 These appropriate hospitability education and training 

complemented by the well-known friendly and sympathetic nature of the Taiwanese people 

will drive to service excellence and exclusive hospitability that are vital asset and key 

differentiating factors attributed to medical tourism. 

 

Infrastructure: Over 530 hospitals, nearly 19,370 clinics, and a total of 150,628 beds (65.61 

beds per 10,000 people) were available in 2007. There is an accreditation system for hospitals, 

controlled by the Department of Health (DOH).37 Almost three-quarters of all hospitals have 

been locally accredited and as mentioned in the SWOT Analysis, 6 hospitals have now the JCI 

accreditation. Taiwan hospitals are equipped with medical technologies of international 

standards, the most advanced facilities and equipments. However it seems that Taiwan was 

not capitalizing the medical assets. For example, Taiwan has 33 highly sophisticated and 

expensive PET (positron emission tomography) scanners, used mainly for cancer detection, 

while Thailand has only two, but still Thailand drew much more medical tourists than 

Taiwan.38  

 

Regarding the tourism infrastructure, the government is trying now to develop the island into 

an East Asian tourism hub. Taiwan economy has been developed previously mainly in the 

manufacturing and biotechnology industries. In doing so, development of the tourism industry 

was ignored, leaving Taiwan far behind international standards and also less competitive than 
                                                 
36 2008-2009 Position Papers. October 2008. Euroview. The European Chamber of Commerce Taipei p.244-253 
37 Ibid 
38 Ozgur Tore. May 2008. Taiwan Urged to Focus on Medical Tourism. Focus on Travel 
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the tourism industry in Southeast Asian countries. Now that Mainland Chinese tourists are 

allowed into Taiwan, there should have been some concerns about the possible insufficiency 

of Taiwan’s tourism infrastructure. After all, Taiwan just has a land area of only 36,000 sq. km 

and to bear the increasing number of Chinese tourists, there seems to be a shortage of hotels, 

tour buses, roads, parking lots, shopping centers and public toilets.39  

 

Environment, Natural and Cultural Resources: Taiwan is considered a safe environment 

comparing with other countries in the West and East. There are beautiful natural landscapes 

and rich cultural resources all around the Formosa. However its quantity is still limited and 

after adding high commodity prices, many Western tourists would rather travel to Southeast 

Asian countries. On contrary, Mainland Chinese are eager to visit Taiwan due the 

longstanding confrontation and separation between Taiwan and China that has created 

curiosity and due sharing similar cultural background, food, language and living habits.40  

 

 

3.7.2 Demand Conditions 

The following are demand sources for medical tourism in Taiwan:  

1) Taiwan is facing an increasing aging population that is consequently demanding for better 

quality of health care which has indeed been improving in the past decades. Due rising living 

standards, people are getting a continual concern over grooming, health and beauty. This 

spells huge prospects in the beauty and health care industry. Taiwan’s beauty and health care 

market has already a NT$60 billion total annual output that will continue grow as aging goes 

                                                 
39 Liao Kun-jung. 10 April 2008. Developing ‘co-opetitive’ tourism. Taipei Times. P. 8 
40 Ibid. 
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along with the demand for anti-aging and health care services.41   

 

2) Taiwan offers medical services to tourists and expatriates. In 2008, more than 3.8 million 

tourists visited Taiwan. Nearly 30% were Japanese tourists.42 Up to now Japan has been 

Taiwan’s most important tourism source, so be also the main source of health tourists. Part of 

Japanese visitors came to Taiwan for medical treatments as in Japan it tends to be more 

expensive. In fact, Japanese tourist came to Taiwan in the 1960s for dental care.43 In 2007 

there were more than 430,000 expatriates living in Taiwan44. Some of them have been taking 

the opportunity to get medical treatment while living and working here. Some of them are 

also able to take advantage of their National Health Insurance cards. There are a couple of 

international medical centers that are targeting the expatriates, like the Priority Care Center in 

Taipei’s Adventist Hospital and Jen-Ai Hospital in Taichung. 

 

3) Demand is found among the 3.8 million overseas Chinese people living in U.S.A. and 

Canada. About 25% of them are without a health plan and another 30% are under-insured.45 

Now the Taiwan entrance rules for Mainland Chinese people are becoming more flexible, 

there may be also a great potential demand from the white collar workers and/or the newly 

rich people in China seeking for high quality of medical treatment in a familiar cultural and 

language environment.  

3.7.3 Related and Supporting Industries 

The related and supporting industries provide necessary resources and infrastructure that 
                                                 
41 SenCare 2008. Beauty & Leisure for a graying generation.. 28 April 2008. 
http://www.taipeitradeshows.com.tw/sencare2008/presscenter/news_view.shtml?docno=2526 
42 Tourism Bureau, M.O.T.C. Republic of China (Taiwan). http://admin.taiwan.net.tw/indexc.asp  
43 See footnote 18. 
44 Immigration reforms to create friendlier society. 12 April 2008. Taiwan Journal 
45 Josef Woodman. September 2008. Patients Beyond Borders Taiwan Edition. Healthy Travel Media. 
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enable the medical tourism cluster to become dynamic and competitive. A healthy tourism 

cluster in Taiwan is important as it provides supporting services such as travel arrangements, 

hotel accommodation and post-procedure or recovery vacation options to medical visitors. In 

2008, Taiwan has 89 international and conventional tourism hotels, and another 3,218 hotels 

such as hostels and B&Bs. Eight more tourism hotels, worth an estimated NT$7.6 billion in 

investments, are in the planning process. As of the end of 2006, there were 2,126 travel 

agencies in Taiwan and 21 large entertainment and amusement businesses.46 Through the 

integration of government organizations, corporate and industry associations, collaboration 

needs to be actively encouraged to obtain a healthy tourism cluster. 

 

3.7.4 Firm Strategy, Structure, and Rivalry 

There is intense competition among domestic and international medical and tourism providers. 

In Asia, Singapore, Thailand, India and Malaysia are the main players in the Asian medical 

tourism market. In order Taiwan can capture a certain market share from them in the near 

future, Taiwan must be able to offer a value proposition not just limited to cost and quality 

advantages but must also come along with unique strength or value added. To raise Taiwan’s 

international profile, Taiwan hospitals are encouraged to participate more in international 

exhibitions or travel fairs in many different countries and to obtain international accreditation, 

such as JCI and ISQua. Taiwan hospitals and medical centers may come up with value 

innovation especially in the marketing side. 

                                                 
46 Tourism & Recreation Industry: Analysis & Investment Opportunities. 2008. Department of Investment 
Services, Ministry of Economic Affairs. 




