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COST OF CHRONIC DISEASES

Unsustainable Healthcare Systems

Percentage of people aged 65 
and over in total population

RISE OF CHRONIC DISEASES

HEALTHCARE COST EXPLOSION

(*) Excluding US - SOURCE: OECD 1960-2005 (pub. 2007)McKinsey analysis

Causes of death: 
US, Canada, Western 
Europe

Various sources, including CDC, Eurostat, WHO.

SOURCE: Kaiser Permanente Northern California commercial
membership, DxCG methodology, 2001.

DEMOGRAPHIC SHOCK



Demography and austerity threaten sustainability

SOURCE: OECD health accounts data. June 2012. SOURCE: UN (2008)

Dependency ratio in selected OECD countries



Expenditure on 
health services
Expenditure on 
health servicesQuality of medical careQuality of medical care

Value added, employment, 
exports, etc.

Value added, employment, 
exports, etc.Innovation and its financingInnovation and its financing

Efficiency of the
medical care

Health economy 
and growth

Health Impact Assessment
Health Benefits

Perspectives of the health economy(Klaus-Dirk Henke)
-Going beyond cost - containment



Adding value – A health economic perspective
Instead of cost factor → Growth market / job 
driver

•2009
•2009

SOURCE: Hesse (2012).

German health economy
National economy without health economy
National economy



The impact of the pharmaceutical industry on the 
Greek economy
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Direct impact 
1,52 bil. euros 

Indirect impact
2.18 bil. euros 

Induced impact
3.85 bil. euros

Total impact 7.55 bil. euros

Approximately 3,4% 
of the total GDP in 2010

The impact of the 
production and trade of 
pharmaceuticals on the 
economy 

The impact on other 
sectors with linkages to 
the pharmaceutical sector 

The impact that increased 
salaries have on 
consumption, along the 
production chain

The aggregate (direct, indirect and induced) impact of the pharmaceutical sector’s activity 

SOURCE: Foundation for Economic and Industrial Research, “The economic footprint of the production and distribution of pharmaceutical products in the Greek 
Economy”, Jan. 2013I



The impact of the pharmaceutical industry on 
Employment 
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Direct impact 
23,000

Indirect impact
34,010

Induced impact 
75,770

Total impact     132,780

The total impact is more than 132,000 job positions

Employment that 
relates to the 
production 
and trade of 
pharmaceuticals 

Employment that is 
created by the activity of 
the  pharmaceutical 
sector overall

Employment that is 
created by the increase 
of consumption

The total employment created by the development of the pharmaceutical sector in Greece 

SOURCE: Foundation for Economic and Industrial Research, “The economic footprint of the production and distribution of pharmaceutical products in the Greek 
Economy”, Jan. 2013



Health is Wealth
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One more year in life expectancy adds 4% of GDP 
(ref)



How to balance Access – Quality – Cost?

Three dimensions of healthcare financing policy

Breadth: Who is insured and covered? Depth: Which benefits are 

covered?

Height: 
What proportion of 
the costs are 
covered?

Cost 
sharing

Uninsured

Other 

services

•Public expenditure on 
health

SOURCE: Busse R, Schlette S, eds. Health Policy Developments Issue 7/8. Focus on prevention, health and aging, new  health professions. Gütersloh, Verlag Bertelsmann 
Stiftung, 2007 
http://www.hpm.org/Downloads/reports/Health__Policy_Developments_7-8.pdf



Principle 1: Focus on Value not on Budget

SOURCE: Progress Toward Value-Based Health Care Lessons from 12 Countries, BCG (2012)

Value-based health care delivers improved health outcomes at a given level of cost



Principle 2: Patient-centered healthcare

SOURCE: Transforming Pensions and Healthcare in a Rapidly Ageing World, World Economic Forum (2009), adapted from Institute for Alternative Futures, 2019 
Healthcare That Works for All (2009), and the World Health Organization, The World Health Report (2008)



Principle 3: Address health care delivery 
fragmentation

|

Healthcare’s fragmentation means that it leads the pack in inefficiency
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Quantifying inefficiency

Note: Size of the bubble <___> value of the system in USD billions

34%

42%

In a 2010 survey, economists estimated that healthcare is the least efficient system 
in the world.

System inefficiency as % of total economic value by system
IBM report “Redefining Value and Success in Healthcare” 2012



Labor Productivity is a Key Issue
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SOURCE: Kocher and Sahni, NEJM, 2011
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Non-adherence is a problem of epidemic 
proportions

Adherence among patients with chronic illnesses averages only 50% (1)

(1) World Health Organization, Adherence to Long-term Therapies: Evidence for Action, Switzerland, 2003.

(2) Enhancing Prescription Medicine Adherence: A National Action National Plan, National Council on Patient Information and Education 
USA, August 2007.

(3) Just what the doctor ordered: An EU Response to Medication Non-Adherence, Conference on September 28, 2010, Biliothèque Solvay, 
Brussels.

Graph taken from EFPIA Annual Review of 2011 and Outlook for 2012 at http://www.efpia-annualreview.eu/uploads/efpia.pdf



Principle 4: Implement New approaches
to coordinating care 

SOURCE: Kaiser Permanente (2012) – Cited in Global Perspective in Healthcare, KPMG (2013)

Kaiser Permanente – Coordinating care in many settings

 New venues to access healthcare
 Changing paradigm of time and distance
 Personal technology

 Capital investment
 Resource intensity
 Length of implementation

•HIGH

•LOW



Principle 5: Trust Innovation 

Illustration of the spectrum of technologies to support healthy ageing

SOURCE: ICT & Ageing - European Study on Users, Markets and Technologies, European Commission (2011)



Innovative technologies are already available
Remote care Tablet devices for training

Kinect technology
embedded in daily life

e.g. Early detection of stroke 
symptoms, detection of falls

eDiary

Patient self-monitoringAugmented Reality



Pharmaceutical Innovation Saves Lives
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Cardiovascular Diseases (ICD-9: 390-459, ICD-10: 100-199)

ICD-9, until 1997 ICD-10, since 1998

Deaths 
per 
100,000 
citizens

Thrombocytes -
Aggregation inhibitor 

Plasminogen Activator 

If – channel inhibitor

ACE – inhibitor 

Statin

B – Blocker 

ASS

For the 30 countries in our sample, between 2000 and 2009 population-weighted mean life expectancy at birth increased by 1.74 years.
The estimates imply that the increase in life expectancy at birth due to the increase in the fraction of drugs consumed that were launched after 1990 was
1.27 years--73% of the actual increase in life expectancy at birth.



Principle 6: Engage with new partners to provide 
value across health systems

SOURCE: What Value-Based Health Care Means for Pharma, BCG (2012)



A History of MSD

Need to check for updated version http://www.merck.com/about/our-history/home.html



Thank You!
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