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1
New perspectives on health

investments

In the past, health expenditures have been discussed politically only as
a cost and not as an investment in sustainable development and growth

Governments aiming to keep
costs down

Increasing health expenditures
are necessary to achieve SDGs

Health expenditures are expected to
increase to USD 11.0 trillion by 2030

Over 80 percent of current health
spending from pooled sources

SDG 3 “Ensure healthy lives and
promote well-being for all at all
ages”

Health spending set to outpace GDP
growth

Public budgets on health are
overstretched across the globe

Annual new investments of up to
$371 billion are required in lowerand middle-income countries to
achieve SDG 3 (WHO estimate)

Convincing the right stakeholders to
invest in health and cost-effective
solutions is decisive for sustainable
growth

Source: The Lancet, Health sector spending and spending on HIV/AIDS, tuberculosis, and malaria, and development assistance for health: progress towards Sustainable Development Goal 3; OECD, Health spending set to
outpace GDP growth to 2030.
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WifOR is fostering a paradigm shift in healthcare – from a cost factor to
a driver for growth, wealth, innovation, and better health
PAST

FUTURE
Health Economy as a driver
for growth and employment
Health Economy as a
diverse sector,
contribution to GDP
and employment

Healthcare as a
cost factor

Growth sector,
increasing work force,
new career
opportunities

€

Separate silos and fragmentation |
Healthcare only | Input orientation |
Increasing health expenditures

Investment in
health to promote
growth and productivity
Source: WifOR illustration, following Henke, Neumann, Schneider et al. (2010).

Better quality, more
outcome oriented
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„The time has come for a new narrative that sees health not as a cost, but an
investment that is the foundation of productive, resilient and stable economies.“
Dr. Tedros Ghebreyesus, Director-General, World Health Organization

Health systems are significant
contributors to sustainable and
inclusive growth, helping to create
benefits for the whole community ‒
particularly those left behind.

Source: WHO, Economic and social impacts and benefits of health systems (2019); WHO, Health Evidence Network Synthesis Report 51 (2017)

DRIVING
INCLUSIVE
GROWTH
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Paper for the G20 presidency and B20 health taskforce

If We Can’t Measure It, We Can’t Fix It
Creating common metrics to assess health investments, measure their impact on economic
growth and societal well-being, and ensure health and financial system resilience

Prof. Dennis
A. Ostwald
WifOR Institute

Dr. Sandra
Hofmann
WifOR Institute

Prof. Emmanuel
Alexandrakis
WifOR Institute

Prof. Rifat A. Atun
Harvard University

Andrea Lucard
Medicines for
Malaria Venture

Alan Donnelly
The G20 Health
and Development
Partnership

Hatice Küçük
The G20 Health
and Development
Partnership

8

5-step value framework – Addressing rising global disease burden and
ROI of sustainable investment for healthy societies and economies
Macro Level:
Society

1

Health Economy Reporting (HER)

➢ Investments in healthcare and in industrial health economy lead to higher added value & employment
2

Interlinkages in the Health Economy

➢ Investments should be taken along the entire value chain of health
3

Spillover effects beyond the Health Economy

➢ Multiplier effects lead to increased value added, employment, innovation, & wealth in the wider economy
4

Environmental Impact of Health Investments

➢ Climate impact (environmental indicators) should be considered when investing in health
5

Social Impact of Health Investments

➢ Positive direct and spillover effects contribute to better healthcare and, consequently, to greater wealth
Micro Level:
Individuals
Source: WifOR illustration.
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The SEE-Impact monitoring shows the direct impact of a sector or
Industry: It provides indicators for an SDG benchmarking

SEE-Impact Study

Impact categories (own operations + upstream)

Social
▪ Work-related illnesses
▪ Work-related injuries

Environmental

▪ Child labor
▪ Forced Labor

▪ Greenhouse gas
emissions
▪ Air pollution

▪ Waste
▪ Water consumption

Economic

▪ Research &

▪ Gross value added
▪ Employed

Political context

Development
▪ Economic footprint

▪ Foreign trade

Source: WifOR illustration. WifOR (2022): SEE-Impact-Study der deutschen MedTech-Branche.
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2
Health Economy Reporting

The Health Economy is a heterogeneous sector that comprises a wide
range of goods and services that are assigned to three sub-sectors
The Health Economy comprises three sub-sectors:
▪ Healthcare Economy
▪ Industrial Health Economy
▪ Service and Support
Industry-specific data is required to calculate the
following metrics and multipliers for the three subsectors of the Health Economy:
▪ Gross value added
▪ Employment
The Healthcare Economy comprises:
▪ Services of industry Q “Human health and social work
activities”
▪ Shares of different industries within section C
“Manufacturing”
▪ Shares of different service-oriented industries
Source: WifOR illustration.
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Total economic effects of the Health Economy – the economic footprint –
consist of direct, indirect, and induced effects
Economic footprint
Spillover effects
Immediate
effects directly
generated by
the Health
Economy

Direct effects

Effects arising
in the supply
chain triggered
by procurement (intermediate consumption)

Effects caused
by expenditure
of directly and
indirectly
generated
incomes

Indirect effects
Induced effects
Source: WifOR illustration.

13

According to Health Economy Reporting (HER), the global health economy
contributes USD 6.3 trillion to global GDP* and supports 194 million jobs

6,300

bn
USD

Gross value added (GVA)
in 2019

7.6 %
Share of global GVA

2x

Europe:
Gross Value Added
USD 1.6 trillion
9.6% of the total economy in Europe

Employment

194
Labor force
in 2019

27.9 million
12.3% of the total economy in Europe

million

5.7 %

+

Share of global labor market

*in terms of Gross Value Added;
Source: WifOR calculations and estimations based on World Input-Output Database (WIOD, release 2016) and on the World Bank Data Base (2021).
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With over EUR 390bn in GVA and 7.7 million people in employment, the
Health Economy reaches a record high

391,8

bn
EUR

Gross Value Added
in 2021

7,7

M.

Employment
in 2021

158,1
Exports
in 2021

12,1 %
Share in total
economy

17,2 %
Share in total
labor market

bn
EUR

9,4 %
Share in total
exports

3,8 %
Average yearly growth rate since 2012
Total economy: 3,0 % (2012 – 2021)

+5,2%
Growth rate 2020 - 2021

1,9 %
Average yearly growth rate since 2012
Total labor market: 0,7 % (2012 – 2021)

5,6 %
Average yearly growth rate since 2012
Total exports: 3,3 % (2012 – 2021)

+0,9%
Growth rate 2020 - 2021

+12,8%
Growth rate 2020 - 2021

Source: WifOR illustration following Ministry for Economic Affairs And Climate Action (BMWK) (2022): Health Economy - Facts & Figures. Manual for the German Health Economy Reporting, Data: 2021.
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One-fifth of the value added of the Health Economy is generated by the
Industrial Health Economy
Healthcare Economy

Industrial Health Economy

€
391,8
7,7

€
Mrd.
EUR

85,2

Mrd.
EUR

Gross Value Added

21,7%
Share in Gross Value Added of the
Health Economy

3,2 %
Average yearly growth rate of Gross Value Added
between 2012 and 2021
Health Economy: 3,6 % (2012 – 2021)

Mio.

1.007.000
13,1 %
Employees

Employment Share in the labor
market of the Health Economy

1,3 %
Average yearly growth rate of employees
between 2012 and 2021

Total Economy: 2,1 % (2012 – 2021)

Services and Support

Source: WifOR illustration following Ministry for Economic Affairs And Climate Action (BMWK) (2022): Health Economy - Facts & Figures. Manual for the German Health Economy Reporting. Data: 2021.
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Health Economies are driver for growth and employment in a wide range
of countries

Costa Rica

Share of Health
Economy in
GDP in 2021

Labor force
share in overall
economy in 2021

Dominican
Republic

Guatemala

Global1

Panama

7.0

%

7.5

%

8.0

%

10.5 8.0
%

%

10.1

%

10.7

%

6.1

%

10.0 6.2

%

%

USA

9.5

Colombia3

%

14.6

%

7.7

%

9.5

%

Germany4

12.1

%

16.5

%

Source: WifOR calculations based on UNCTAD-Eora GVC (EORA) Database, OECD (2022), ILO (2022), INEC Panama (2022), INEC Costa Rica (2022), Central Bank Dominican Republic (2022), INE Guatemala (2022). Data status:
Health Economy: Costa Rica, Dominican Republic, Guatemala, Panama: 2021, Germany: 2020, USA: 2019; 1Initial WifOR estimation, 2 weighted average across Mexico, Brazil, Chile, Colombia, Argentina, Peru from Fifarma study 3
2020 Values from the Fifarma study 4Methodological deviation due to more detailed data.
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If you can‘t measure, it you can‘t fix it – HER is an evidence-based tool
to guide investments for health, employment, and sustainable growth

Foster the paradigm shift to viewing health expenditure as an investment and
driver for societal wellness and growth, instead of an expenditure and cost factor
▪ Quantify the overall Health Economy as a snapshot of the entire value chain of health
and economic contribution by sub-sector
▪ Quantify the role of Health Economy and its direct and spillover effects within the
economy
▪ Provide comparability of the Health Economy with other sectors in the economy

▪ Measures the impact on economic growth, trade and labor market in comparison to
other industries
▪ Provide international comparisons to place the domestic Health Economy in context
18

3
Impact of Innovations

The R&D sector in Germany is a powerhouse of the Industrial Health
Economy generating a Gross Value Added of 7,5 bn Euro

15%
SECURES EMPLOYMENT

STABILIZES THE ECONOMY

PROMOTES INNOVATION

▪

R&D in the IHE generates 60.000
jobs

▪

▪

R&D intensity of the IHE: 15%

▪

This corresponds to 6,0% of all
employers in the IHE

▪

One direct USD of GVA in the R&D sector
generates additional 0,78 USD in the wider
economy

Thereby, the IHE exceeded the 3% goal
significantly

▪

In comparison: Engineering: 6,9% and
Electroengineering: 6,0%

▪

R&D commitment of the IHE: 7,8%

▪

In comparison: Engineering: 4,3% und
Electronic industry: 3,2%.

▪
▪
▪

The R&D sector creates Spill-over effects of
5,9 bn Euro in the wider economy

The R&D sector creates GVA of 7,5
bn Euro

▪

This corresponds to 7,8% of total
GVA in the IHE

Employment Spill-over effects: 80.000 jobs in
the wider economy

▪

One person employed in the R&D sector
secures 1,3 additional jobs in the wider
economy

Source: Federal Ministry of Economic Affairs and Energy of Germany (2020): Health Economy – Facts & Figures 2019 (Bundesministerium für Wirtschaft und Energie (2020): Gesundheitswirtschaft - Fakten & Zahlen. Ergebnisse der
Gesundheitswirtschaftlichen Gesamtrechnung, Ausgabe 2019).
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The R&D grew at a higher rate than the Industrial Health Economy, but it
plateaued in the most recent years.
GVA of R&D in the IHE (in bn Euro)
R&D of the IHE: + 5,2 % p.a.
IHE: + 3,2 % p.a.

70

Employment of the R&D in the IHE (in thousands)
R&D of the IHE: + 4,5 % p.a.
IHE: + 1,3 % p.a.
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Source: Federal Ministry of Economic Affairs and Energy of Germany (2020): Health Economy – Facts & Figures 2019 (Bundesministerium für Wirtschaft und Energie (2020): Gesundheitswirtschaft - Fakten & Zahlen. Ergebnisse
der Gesundheitswirtschaftlichen Gesamtrechnung, Ausgabe 2019).
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Promoting R&D investments is the basis for long-term economic growth
and competitiveness

▪ Promotion of R&D to facilitate innovation is essential for securing
competitiveness

Status Quo

▪ Long-term economic growth in a country without significant natural
ressources is generated mainly by R&D activities

▪ One goal of the „EU 2020“ is increasing R&D expenditure to equal at
least 3% of GDP
▪ R&D is viewed as a key component of economic growth and social
progress
Goal

▪ For Germany, the goal is to have R&D expenditures of at least 3.5%
of GDP in the year 2025
22

Investing in innovation contributes to achieving the Sustainable
Development Goals

Better
Health

SDG 3
Ensure healthy lives and
promote well-being for all at all
ages

More
Wealth

SDG 8
Promote sustained, inclusive and
sustainable economic growth,
full and productive employment
and decent work for all

More
Innovation

SDG 9
Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation
Quelle: WifOR illustration. Sustainable Development Goals (UN).

23

4

Conclusion

Investments in R&D strengthen the value chain of health and improve
healthcare

1 – INCREASE
INVESTMENTS IN R&D
Investments in R&D lead
to higher Gross Value
Added and more
employment

2 – STRENGTHEN THE
VALUE CHAIN OF
HEALTH

3 – GENERATE POSITIVE
EFFECTS ON THE
OVERALL ECONOMY

Investments strengthen not
only the IHE but the entire
value chain of health

Spillover effects lead to an
increase in value added,
employment, innovation, and
wealth in the economy as a
whole

4 – IMPROVE
HEALTHCARE
Positive direct effects as
well as spillover effects
contribute to better
population health and
consequently to greater
wealth

Investments in innovations have a high return – a positive impact on healthcare, the economy,
employment, and overall, on the wealth of a society
Source: WifOR illustration.
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Benefits and applications of measuring the impact of the Health
Economy, its sub-sectors, and of the social and environmental footprint
Starting point for a new, objective dialogue between politicians, associations, and
companies

Evidence-based insight and monitoring to support decision making of economic and
health policy makers

Comparability with other important sectors of the economy and comparability of health
investments

SEE-Impact Assessment as the future macroeconomic approach to support value-based
health policy decisions
Source: WifOR illustration.
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