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Abstract
The strong and positive relationship between gross domestic product (GDP) and health expenditure is one
of the most extensively explored topics in health economics. Since the global financial crisis, a variety of
theories attempting to explain the slow recovery of the global economy have predicted that future eco-
nomic growth will be slower than in the past. Others have increasingly questioned whether GDP growth
is desirable or sustainable in the long term as evidence grows of humanity’s impact on the natural envir-
onment. This paper reviews recent data on trends in global GDP growth and health expenditure. It exam-
ines a range of theories and scenarios concerning future global GDP growth prospects. It then considers
the potential implications for health care systems and health financing policy of these different scenarios.
In all cases, a core question concerns whether growth in GDP and/or growth in health expenditure in fact
increases human health and well-being. Health care systems in low growth or ‘post-growth’ futures will
need to be much more tightly focused on reducing overtreatment and low value care, reducing environ-
mental impact, and on improving technical and allocative efficiency. This will require much more con-
certed policy and regulatory action to reduce industry rent-seeking behaviours.
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1. Introduction and objectives
Following the global financial crisis (GFC) in 2008, and the unexpectedly slow recovery of the
global economy from that crisis, there has been much debate on the trajectory of economic
growth globally. These debates have surfaced a wide range of ‘heterodox’ thinking and alternative
positions within and beyond conventional macroeconomics. This paper aims to summarise some
of the main issues of contention and the range of positions on the future of economic growth
which have emerged in recent years, before considering what they might mean for health care
systems and health care expenditure. Its purpose is to fill an apparent gap in the policy research
literature, by relating what is understood about the drivers of health care expenditure and sustain-
ability to a range of different scenarios for the future of economic growth.

This paper sets out data on trends in global gross domestic product (GDP) growth and health
expenditure. It then summarises briefly evidence on the relationship between GDP and health
expenditure. It then considers a number of the most critical current debates on the future of eco-
nomic growth. The potential consequences of different scenarios for health care systems and
financing are then assessed, and key implications for global health care and health financing pol-
icy explored. The complex relationship between GDP growth, health expenditure, and the
welfare-maximising level of health spending under these scenarios is then considered.
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2. Recent trends in economic growth
Maddison (2003) offers a comprehensive discussion of historical trends in economic growth. He
estimated that rates of global GDP growth were negligible or very low (between 0 and 0.3%) until
around 1500; after which time Western Europe and what Maddison calls the ‘Western Offshoots’
began to experience accelerating growth into the 19th and 20th centuries. Global growth rates for
GDP per capita then peaked in the period 1950–73, before slowing thereafter.

Figure 1 presents global real GDP per capita for the years 1960 to 2016. Three issues stand out
from Figure 1. First is the scale of divergence between GDP per capita in the high-income coun-
tries and the low-income countries. Second is the pronounced impact of the GFC on the global
economy in aggregate, and on high-income economies specifically. Third is the fact that GDP per
capita in the high-income countries has only recently returned to its pre-crisis level.

Figure 2 presents annual real global growth rates in GDP and GDP per capita from 1961 to
2016. Worth noting from this chart is how much higher global GDP growth was during the
1960s than in subsequent decades (made clearer by the use of linear trend lines). It also shows
how dramatic was the impact on GDP growth of the GFC, and how subdued global growth
has been since the crisis relative to the preceding decade.

Figure 3 shows World Bank data on Total Health Expenditure as a proportion of GDP (a series
which commences in 1995). It clearly shows the impact of the GFC as the inverse of that seen in
the preceding GDP figures, in that a fixed (or even a falling) total health expenditure represented
a higher proportion of total GDP, as the latter fell dramatically during the crisis. The health share
of global GDP has remained largely static since the GFC.

Overall, these figures show a number of key trends of particular relevance. First, a clear secular
trend towards slower global per capita GDP growth over time. Second, a more recent trend
towards flat or only limited growth in health care expenditure as a share of global GDP.
Third, and notwithstanding the many and diverse complexities of international comparative
data, little or no evidence of the desired ‘grand convergence’ in the proportion of resources
invested in health between rich and poor countries (Jamison et al., 2013).

3. Health care expenditure and economic growth
The relationship between health care expenditure and GDP has been the subject of extensive
study by health economists for decades. Comprehensive reviews of the rich literature in this
field have been undertaken by the Organisation for Economic Cooperation and Development
(2006), Busse et al. (2012), Velenyi (2016) and Getzen (2016). These reviews all point to a well-
documented positive relationship between health care expenditure and GDP both over time and
between countries, showing over the long run that health care expenditure has tended to grow
faster than GDP. Even though data are only systematically available since the 1960s in developed
countries (and only more recently in developing countries) there is less evidence of medical care
consuming a growing share of GDP much before the 1950s (Getzen, 2016; Gordon, 2016). Much
of the literature in this area has focused on this post-1960 phenomenon of ‘excess growth’ (i.e.
growth in health spending per capita running ahead of growth in GDP per capita). This research
followed Newhouse’s (1977) initial conclusions that health care appeared to have the character-
istics of a luxury good (i.e. an income elasticity greater than one), and that increasing income
(GDP per capita) was the dominant explanatory factor for increasing health care spending.
Much of the subsequent debate has focused on the implications of this excess growth.
Amongst others, Newhouse (1992) has argued that this phenomenon tends to buy additional
medical care of ever-decreasing marginal value, and is hence likely to represent a welfare loss
for society if this trend continues. In contrast, others have argued that, as individuals and societies
grow richer, ‘…the most valuable channel for spending is to purchase additional years of life’
(Hall and Jones, 2007: 68). A familiar range of other potential drivers of rising health care
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expenditure has been discussed at length, including demographics (especially ageing), the impact
of new technologies, and the ever-increasing uptake and over-utilisation of existing technologies
(Velenyi, 2016), while others (Acemoglu et al., 2012) have continued to challenge the empirical
basis of the apparent dominance of affluence in this regard. Nonetheless, this debate remains as
topical as ever as countries continue to grapple with the sustainability of health systems (e.g.
House of Lords, 2017).

4. Future growth: debates and scenarios
This section considers a range of explanations for the weakness of global growth since the GFC,
before exploring a range of other considerations which may bear upon the future prospects for
economic growth, and attempting to draw out the likely implications for health care of alternative
scenarios.

Figure 1. Global GDP per capita, 1960–2016
(2010 US$).
Source: World Bank Open Data, Indicator
NY.GDP.PCAP.KD (accessed 15 October 2017)

Figure 2. World real GDP growth and per capita GDP growth rates, 1961–2016.
Source: World Bank Open Data, Indicator NY.GDP.MKTP.KD.ZG and NY.GDP.PCAP.KD.ZG (accessed 15 October 2017)
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4.1 Structural low growth

Following the GFC, many countries’ growth rates (and in a number of the worst-affected coun-
tries, growth levels) had not returned to pre-crisis levels even after several years. One interpret-
ation of this has been to suggest that the GFC provides evidence of particularly strong hysteresis
effects (Ball, 2014), with the crisis itself causing such severe long-term damage to a number of
countries that they have been unable to recover to pre-crisis growth rates or output levels.
Summers (2015) points to an unintended effect of the ultra-low interest rates which have been
forced upon post-crisis monetary policy in much of the developed world. Summers (2015) argues
that negative real interest rates have interacted with the zero lower bound on nominal interest rates
to impose a long-term constraint on aggregate demand, causing the phenomenon of secular stag-
nation. This argument is pursued by Eichengreen (2015), who suggests that secular stagnation is
driven in the short run by this downward trend in the real interest rate. He argues that this reflects
an excess of desired savings over available investment opportunities, resulting in a persistent out-
put gap and low growth rates. However, he also points to a range of longer-term phenomena that
might be expected to reinforce persistence in secular stagnation. These include falling relative
prices of investment goods (interacting with savings gluts) and the effects of population ageing.

In the United States, Gordon (2016, 2012) points to a range of deeper structural forces (or
‘headwinds’) at work that will arguably depress economic growth rates substantially into the
future. Gordon suggests that secular stagnation emanates from the supply side, as the short-lived
and smaller impacts of the information technology revolution on productivity growth (relative to
the two previous ‘industrial revolutions’ of modern history) dissipate. He suggests this trend will
be cemented by six other ‘headwinds’: demography and ageing, limited scope for further
population-level educational gains, growing inequality, globalisation, the costs of averting (or fail-
ing to avert) environmental damage and persistently high levels of private and public debt.
Gordon’s focus on demography (especially the transition to retirement of the baby boomers),
and limited productivity impact of the information technology boom, as explaining this ‘new nor-
mal’ for the US economy has been supported by others (e.g. Gagnon et al., 2016; Bonaiuti, 2017;
Sharma, 2017).

Delli Gatti et al. (2012) provide an alternative structural explanation for the persistent growth
crisis in developed nations. They argue that we are witnessing the terminal decline of

Figure 3. Global total health expenditure as percent of GDP, 1995–2014.
Source: World Bank Open Data, Indicator SH.XPD.TOTL.ZS (accessed 15 October 2017)
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manufacturing in developed nations, with technological change and innovation leading to lower
incomes at a faster rate than workers can transition effectively to new industries. They suggest this
is directly analogous to the Great Depression of the 1930s, which itself represented the terminal
phase of the decline of agriculture as a large source of employment.

4.2 Avoidable low growth

Around 2010, decisions were made in many countries to reduce or cease post-GFC stimulus
spending. This cessation of stimulus occurred because it was feared that increasing public debt
burdens would dampen growth and recovery. However, increasing evidence has since suggested
that this austerity ‘turn’ was, in fact, misguided. IMF internal research (Ostry et al., 2015) has
increasingly suggested that the costs (in reduced investment) of attempting to reduce public
debt in most economies will outweigh the ‘crisis insurance’ benefit of lower debt. More recent
research by House et al. (2017) goes further, suggesting that not only did European policies
cause an austerity shock that retarded the recovery of GDP, they actually resulted in higher public
debt to GDP ratios. Meanwhile, adherents of the modern monetary theory (MMT) school argue
that a range of key assumptions underlying orthodox treatments of monetary economics are fal-
lacious, and therefore result in significant policy errors (e.g. Nersisyan and Randall Wray, 2016).
MMT proponents argue that, for sovereign currency issuing governments, specific budget out-
comes (whether surplus or deficit) are not meaningful targets for policy, but that fiscal policy
should simply be a tool by which to achieve socially desirable goals, and that austerity represents
pointless sacrifice (Kelton, 2015).

It is, however, less clear how the anti-austerity and MMT perspectives interact with a
structurally determined slow-down in economic growth. Avoiding austerity in times of recession
is a relatively simple concept, which appears to be re-gaining respectability in light of experience.
Whether the effective relaxation of deficit constraints on governments under MMT can provide a
sufficient (or even a significant) counterweight to structural factors driving lower growth rates is
less clear. MMT will not support unlimited and open-ended public spending on health care in
perpetuity if underlying growth dynamics are being affected by structural factors such as popu-
lation ageing – under MMT, real resource constraints (as opposed to purely financial constraints)
do impose limits on government spending (Kelton, 2015). It is also important to remember that
MMT could not have helped the Southern European Eurozone members out of their fiscal crises,
as these nations did not retain sovereign control of their monetary policy.

4.3 Fragile growth

The ‘secular stagnation’ argument suggests that, while growth rates may remain low for years or
decades to come, the crisis – while not necessarily the cause of the stagnation – is now past
(Summers, 2015). By contrast, a number of other economists have suggested that the world’s eco-
nomic woes may not end simply with current low growth rates, but that a variety of forms of
fragility may augur a further potential economic crisis, risking even greater negative impacts
on future growth. These perspectives are broadly in the tradition of Hyman Minsky’s financial
instability hypothesis (Minsky, 1992), which argued that modern capitalism is essentially finan-
cial in character, and will move through a cycle from robustness, to fragility, to crisis and thence
debt deflation.

One such perspective focuses on the role and level of private debt – both in causing the GFC
but also in the world’s persistent post-crisis woes. Jaworski and Weber (2011) suggest that long-
term current account deficits and excessive private credit availability led to overconsumption
above levels sustainable by national economies in the rich world. As privately held debt has con-
tinued to increase since the GFC, they argue that further debt-financed stimulus cannot possibly
deliver a sustainable solution. Buttiglione et al. (2014), Keen (2015) and Wolf (2014) highlight the
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absence of real private deleveraging since the GFC, and argue that the bubble risk posed by exces-
sively high private indebtedness has grown rather than receded since the crisis. Streeck (2016: 67)
describes this interaction of low growth with risks and fragility as leading to an outlook of ‘stag-
nation with a chance of bubbles’.

A parallel perspective focuses on the potentially malignant influence of increasing financiali-
sation on the real economy. This approach provides research indicating that ‘financial depth’ (i.e.
the scale of credit and the finance sector) starts to have a negative impact on output growth above
certain levels (Cecchetti and Kharroubi, 2012; Arcand et al., 2015). Sahay et al. (2015) show that
excessively fast and poorly regulated financial deepening has led to economic and financial
instability. Not only does continuing failure to rein in financialisation potentially risk greater
volatility in the future, it leads to an excessive focus on financial profits. Financial profits increas-
ingly represent rents and rent-seeking activity, at the expense of productive investment and activ-
ity, hence reducing economic growth (Bezemer and Hudson, 2016; Standing, 2016).

4.4 Unequal growth

In recent years, significant methodological and data advances have been made in the field of esti-
mating income and wealth inequality, both within and between nations. These studies (e.g. Ostry
et al., 2014; Piketty and Saez, 2014; Milanovic, 2016) have told a striking and consistent story,
beginning with a convergence of incomes and wealth from extremes of inequality in the
pre-First World War period, to a ‘golden age’ of greatly reduced inequality and increasing middle
and working class prosperity (in the developed countries, at least) in the post-Second World War
period. From the 1970s onwards, income and wealth inequality grew once again, with ‘top’
incomes growing rapidly while much of the population of developed countries have faced stag-
nant real incomes. While inequality between countries has reduced significantly during this latter
period (and the proportion of the world’s population living in absolute poverty has declined
greatly), there is much less evidence of any reduction in inequality within nations, whether
rich or poor (Ravallion, 2014; Milanovic, 2016).

4.5 Undesirable and unsustainable growth

Thus far, this paper has not queried the desirability of GDP growth. A significant literature has
conventionally used GDP as a proxy for overall societal welfare and wealth (see Coyle, 2014). Yet
it has long been recognised that many costs which are clearly undesirable ‘bads’ are all counted as
positive increments to GDP (Mishan, 1967). At the same time, great swathes of the essential but
unmarketed work of survival, nurture and caring undertaken by humans (and especially the work
of women) are excluded from this measure (Waring, 1988; Stiglitz et al., 2010). Drawing on sub-
stantial, if contested, empirical research (Easterlin, 2001; Beja, 2014), it has been argued that,
above surprisingly modest levels of income and GDP, additional income and consumption
provide very slim gains in well-being and happiness (Oswald, 1997, 2014; Clark et al., 2008).

This evidence has led many of these authors (e.g. Oswald, 1997; Stiglitz et al., 2010) to ques-
tion why GDP growth maximisation should enjoy its apparent status as the preeminent goal of
economic policy. These critiques of the limits of GDP as both measure and goal of economic
policy are uncontroversial and supported by many governments. They are made explicit in the
deliberate choice that makes ‘economic growth’ only a partial component of one of the seventeen
United Nations Sustainable Development Goals. Thus Goal 8 is to ‘promote inclusive and sus-
tainable economic growth, employment and decent work for all’ (UN, 2015), making GDP
merely a means, not an end of policy.

A second line of argument questioning the desirability of unfettered GDP growth centres on
persistent concerns that human activity (for which GDP does represent a plausible proxy) is in
fact consuming and polluting the natural world at a faster rate than it can regenerate, with
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potentially negative consequences for humanity (Meadows et al., 1972; Rockstrom et al., 2009;
Steffen et al., 2015). These impacts include not only atmospheric CO2 pollution, but also deple-
tion of natural resources (from potentially renewable fisheries to non-renewable fossil fuel and
mineral deposits), and the destruction of natural habitats and ecosystems, with alarming losses
in biodiversity and consequent risks to humanity’s future access to essential ecosystem services
(IPBES, 2019).

Economists such as Arrow et al. (1995), Arrow et al. (2004) and Dasgupta (2014) have tenta-
tively concluded that human society (at least in the developed countries) is consuming more
resources than can be sustained, or indeed than may be consistent with optimal human welfare.
Daly (2007) has suggested that economic growth has already become ‘uneconomic’ growth, as it
not only causes increasing damage to the natural environment, but has passed the point of dimin-
ishing marginal benefits to society.

One response to this problem, broadly adopted across many international development and
economic agencies, is to advocate for what has come to be known as ‘green growth’. ‘Green
growth’ can be characterised as a strategy by which economic activity continues to increase
over time, but in a way which does not reduce aggregate natural capital (Bowen and Hepburn,
2014), by ensuring that economic growth does not unsustainably deplete non-renewable natural
resources or unsustainably pollute natural sinks. To achieve this aim, ‘green growth’ requires GDP
growth to achieve an absolute decoupling from pollution (especially but not exclusively CO2

emissions) and resource depletion. Whether absolute decoupling is technically or practically pos-
sible remains highly contested (Smulders et al., 2014; Ward et al., 2016; Hickel and Kallis, 2019).

Meanwhile, ecological economists have examined ‘post-growth’ options for a steady state econ-
omy (Daly, 1977) or ‘agrowth’ economics (van den Bergh, 2017) – in which the objective of eco-
nomic policy ceases to be GDP growth, but instead seeks to maximise human welfare within a
sustainable and strictly limited level of material consumption and pollution of the Earth’s natural
resources – generally allowing for the necessity of continued (albeit much more carefully directed)
catch-up growth in the developing countries (Daly, 1977; Booth, 1994; Victor and Rosenbluth,
2007; Lawn, 2010, 2011; Raworth, 2017; van den Bergh, 2017).

Others have gone further than the ‘steady state’ proposition, by arguing that a preliminary per-
iod of ‘degrowth’ (i.e. the deliberate and active reduction of consumption levels, rather than just
limits on their growth) is necessary prior to stabilising the economy at a steady state equilibrium
(Kallis, 2011; Kallis et al., 2012). Not surprisingly, the degrowth perspective remains controversial
even amongst those who broadly advocate for a steady state economy, with considerable uncer-
tainty as to how such a policy objective could be realised without itself precipitating major finan-
cial and economic crises (Klitgaard and Krall, 2012; Tokic, 2012). While voluntary degrowth may
be unlikely to be socially or politically palatable, others note that involuntary degrowth (otherwise
known as collapse) always remains a possible outcome of ecological overshoot (Bonaiuti, 2017).

4.6 Shorter-term prospects

The preceding review of the literature on economic growth prospects in the post-GFC era has
identified strong arguments from very different premises which support the notion that long-run
growth rates – especially but by no means only in the high-income countries – are likely to con-
tinue their secular decline. Ultimately, only long-run data can support or disprove the thesis that
long-run economic growth rates are falling. Yet it is unwise to assume that long-run trends can-
not be bucked temporarily or locally. Over the last year, some countries have experienced growth
rates above those that have prevailed for many years. Yet the International Monetary Fund
appears convinced by the secular stagnation thesis. Their latest outlook (IMF, 2019) showed slow-
ing economic growth in most of the world, including China and Europe. Recent high quarterly
growth in the US economy (Bureau of Economic Analysis, 2019) has generated divergent media
commentary, and is not reflected in most other countries. Real concerns remain as to how central
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banks’ unwinding of their extraordinary quantitative easing policies might impact on the real
economy. Increasing interest rates, combined with historically high levels of private indebtedness,
could prove highly problematic for businesses and households alike. Indeed – despite recent GDP
growth and employment figures – the US Federal Reserve has recently paused its planned pro-
gramme of interest rate rises (US Federal Reserve, 2019).

Meanwhile, major recent reports by UN-auspiced bodies have pointed out in increasingly stark
terms the need for urgent and dramatic changes to meet environmental challenges. In October 2018,
the IPCC reported that current international commitments to reduce greenhouse gas (GHG) emis-
sions under the Paris Agreement will not limit global warning to 1.5°C, and that global net
anthropogenic CO2 emissions must be reduced by 45% from their 2010 levels by 2030 if this
goal is to be achieved – requiring a step-change in emissions reduction efforts globally (IPCC,
2018). The latest global assessment report on biodiversity and ecosystem services makes a similarly
blunt assessment on the urgency of reducing humanity’s wider impacts on the natural world, stating:

‘Goals for conserving and sustainably using nature and achieving sustainability cannot be met
by current trajectories, and goals for 2030 and beyond may only be achieved through transforma-
tive changes across economic, social, political and technological factors’. (IPBES, 2019)

5. Discussion: implications for health care policy
5.1 Health care and current macroeconomic debates

This discussion of future scenarios for economic growth has necessarily been brief, and therefore
unavoidably risks criticism for being too broad in scope. Yet this review has identified a number
of substantial debates on the future of economic growth, and has found little evidence that other
researchers have yet attempted to assess, still less integrate, their implications for health care
policy. Health care systems and health economists have not engaged directly with the debate
on secular stagnation, low growth or sustainable post-growth in recent years. They have confined
their attention to managing or researching the direct impacts of economic crisis, rather than con-
sidering the possibility of a state change having occurred. Health care policy-makers, planners
and regulators need to readjust their assumptions and expectations to reflect a low or post-growth
world as a plausible future for the developed countries, if not the whole globe. This may challenge
long-dominant assumptions.

What is perhaps most striking in the literature is the absence of any real sense that economic
growth will return to some pre-crisis ‘normal’ (Jackson, 2019). Instead, the future possibilities
seem complex and their implications are challenging. It is particularly important not to cherry
pick only the positives from the scenarios under consideration. Getzen’s (2016) observations
on the historical trajectory of health care expenditure provide an appropriate starting point for
this discussion. He argues that growth in health expenditure was low until GDP growth took
off in the post-WW2 ‘golden age’; and now that GDP growth has slowed, so too has growth
in health expenditure. Getzen notes that a pronounced slowdown in the growth of the health
care share of GDP is already clearly apparent in the developed countries (Figure 3). He also
notes that demographics and ageing (one of Gordon’s ‘headwinds’) are essentially an unavoidable
pressure on health systems, even if they have proved historically to be only a minor driver of
increasing health care costs.

Scenarios of demand-side secular stagnation (Eichengreen, 2015; Summers, 2015) can have
some quite surprising implications for health care and health financing policy in both developed
and emerging economies. Teulings and Baldwin (2014) argue that the need to reduce savings
rates under secular stagnation logically entails increasing the role of pay as you go (PAYG) public
pension and health care insurance systems, as self-funded systems have contributed to current
savings gluts. Building credible PAYG systems is, they argue, the best way to minimise excess pre-
cautionary savings. Rachel and Summers (2019) argue that high government debt and deficits,
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PAYG pensions and government-funded health care insurance have been the key mechanisms
keeping real interest rates from falling into even more deeply negative territory in recent years.
If correct, this could have profound implications for the optimal future balance between different
sources of health financing.

The evidence of the GFC does seem to have confirmed the Keynesian wisdom of how to stop a
crisis or recession from becoming a depression (and exposed again the self-defeating outcomes of
austerity economics). The economic crises suffered by some Eurozone countries (most notably
Greece) since the GFC, and earlier crises such as the fall of the Soviet Union, have provided
clear evidence on the extremely negative impacts of ‘austerity’ on publicly funded health care sys-
tems (Kentikelenis and Papanicolas, 2012; Stuckler and Basu, 2013; Tyrovolas et al., 2018).

Figures 4 and 5 show the magnitude of the GDP contraction that afflicted Greece in the years after
the GFC, and the even greater reduction in health expenditure per capita that accompanied the aus-
terity policies of that period. Between 2008 and 2015, nominal Greek GDP per capita (expressed at
market exchange rates in US dollar terms) contracted by some 44%. Meanwhile total health expend-
iture per person fell by almost exactly 50%, from $3007 per capita in 2008 to $1505 in 2015.

The implications for health care of the case that austerity is self-defeating are perhaps the easi-
est to summarise of all the scenarios under consideration. Conventional policy prescriptions for
health care systems facing fiscal austerity have tended to exhort ever-greater ‘efficiency’, and have
appealed to shift health care spending away from public and towards private sources (e.g. Saltman
and Cahn, 2013). Post-Keynesian and MMT critiques of observed policy responses suggest that,
under recessionary or contractionary conditions, not only will public spending cuts damage
health, but that this reduced public spending on health will impact negatively on aggregate
demand and economic recovery. In systems in which private financing plays a significant role,
these approaches suggest that, under low or negative growth conditions, household incomes
will be suppressed, reducing their capability to finance needed health care or private health insur-
ance. A parallel policy of austerity in the public health system will therefore make a bad health
financing situation even worse than it needs to be, and will worsen inequities in health and health
care, while also potentially undermining growth and recovery. Given this, it becomes quite hard
to mount a convincing argument that austerity is defensible on pragmatic grounds, let alone that
it is ethically defensible from the perspectives of justice and fairness. The sheer scale of reductions
in Greek health expenditure should also serve as a warning that apparently inconceivable eco-
nomic reversals still can and do happen, even in high-income countries – and that health care
systems will never be immune in times of economic crisis. Recent experience shows clearly the
damage that austerity policies are likely to have on health care systems, and health economists
might reasonably make the case that austerity policies represent a substantial misallocation of
resources pushing systems and societies away from allocative efficiency.

5.2 Health care, financialisation and rent-seeking

Evidence on the importance of financialisation and rent-seeking in health care has grown signifi-
cantly in recent years. Bezemer and Hudson (2016) explicitly highlight health insurance as a sig-
nificant area of attractive potential rent-seeking activity, due to its highly regulated nature and
tendency to attract various forms of public subsidy. Their critique of rent-seeking behaviour in
private health insurance – and its wider consequences for both health care and the economy –
has certainly been echoed outside academic discourse, both in the United States (Robb, 2017)
and in Australia (Sainsbury, 2016). Similar arguments have been made concerning the pharma-
ceutical industry (Mazzucato, 2013). Pharmaceutical companies make extremely high profits
when compared with other sectors, in part because their real research and development costs
are lower than generally believed (Prasad and Mailankody, 2017). Researchers (Bessen, 2009;
Spitz and Wickham, 2012) found strong evidence for the existence of pharmaceutical rents lead-
ing to supra-normal profits, and that the rents enjoyed by big pharma are an order of magnitude
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larger than those in other industries. In the United States at least, it is certainly the case that the
health care industry in general, and pharmaceutical and device manufacturers in particular,
spends large sums on political contributions. In 2018, the pharmaceutical industry spent
$281.8 million on lobbying, roughly as much as hospitals, nursing homes, health professionals

Figure 4. Greece – per capita GDP, current US$.
Source: World Bank Open Data, Indicator NY.GDP.PCAP.CD (accessed 28 November 2018)

Figure 5. Greece – total health expenditure, current US$.
Source: World Health Organization Global Health Observatory Data Repository, Indicator Current Health Expenditure (CHE) Per Capita in
US$ (accessed 28 November 2018)
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and health services/Health Maintenance Organizations combined; overall, the health sector as a
whole spent nearly $563 million on lobbying efforts that year (CRP, 2019). Public choice theory
would explain this expenditure as a rational and highly cost-effective effort to protect these valu-
able economic rents.

Meanwhile, Baranes (2017) finds direct evidence of the increasing financialisation of the US
pharmaceutical industry over time, showing that the industry has come to rely ever more heavily
on profits from intangible assets rather than from production and sales. Yet proposals exist that
explicitly promote further financialisation of health care funding, for example in the call to estab-
lish a market for securitised health care loans to allow US patients to purchase very high-cost
curative therapies (Montazerhodjat et al., 2016).

Mazzucato (2013) argues that the evolution of the pharmaceutical industry has reflected the
logic of financially driven rent-seeking. She suggests this is best exemplified in pharmaceutical
firms extracting economic rents from original research and innovation that was largely funded
by the state, and failing to deliver innovative drugs in markets where revenues (or rents) are lim-
ited. The most notable example of the latter phenomenon is the antibiotic ‘discovery void’
(WHO, 2014), and the progressive abandonment of research into novel antibiotics by major
pharmaceutical companies. Substantial efforts have been devoted to developing often complex
public–private partnership solutions for encouraging antibiotic development. Yet these attempts
have failed to deliver meaningful progress, so much so that one of their leading proponents has
recently declared that the failure of the antibiotics market is so profound that nationalised or pub-
licly owned pharmaceutical firms may now be the only option able to deliver success in this area
(Andalo, 2019). Baker et al. (2017) have recently called for substantial changes to the inter-
national intellectual property rights regime, arguing that it has failed to deliver innovation in a
way that improves welfare, especially in low- and middle-income countries. Meanwhile, new
approaches, such as the ‘knowledge commons’ and open source movements (Raworth, 2017)
might, with appropriate nurturing and partnering by the state, begin to provide viable alternatives
to the traditional for-profit innovation model; others (e.g. Gaffney, 2018) suggest tackling the
problem of patent monopoly rents and financialisation by separating the processes of drug dis-
covery and evaluation from manufacture, and providing direct public funding for the former.
Beyond pharma, there are strong suggestions that US health care providers increasingly display
evidence of financialisation and that they may have been able to use their ‘non-profit’ status in
ways that assist in the capture of economic rents (Rosenthal, 2017). Meanwhile, Mazzucato
(2018) argues that the systematic extension of outsourcing of services to private providers and
of the Private Financing Initiative in the British National Health Service (and elsewhere) has cre-
ated new frontiers for rent-seeking for a select group of large generic outsourcing firms.

There appears to be little published research on regulatory capture in health care, although
some exists in adjacent sectors such as nursing home care (e.g. Makkai and Braithwaite, 2008).
Yet concerns are persistently raised concerning the clear risks of regulatory capture in health
care systems, especially in the area of pharmaceutical and devices approval and regulation by
agencies such as the FDA, MHRA and TGA (e.g. Moynihan, 2002; Furberg et al., 2006), and
even in areas such as the development of clinical guidelines (Welch, 2017).

Beyond regulatory capture and rent-seeking lies an even starker problem which has become
especially manifest in the US health care system in recent years: illegal behaviour, bribery and
fraud on striking scales, sometimes with very direct adverse impacts on health. The US opioid
epidemic has thrown up a string of successful lawsuits and convictions against pharmaceutical
manufacturers for their practices which drove the evolution of this lethal iatrogenic epidemic
(e.g. USDC, 2007, McGreal, 2019) – although bribery and collusion between drug companies
and doctors by no means appears to have been confined to opioids (e.g. Dyer, 2019).

This discussion raises difficult questions about the sustainability of current models of health
technology innovation. The conventional wisdom that brackets profit-driven innovation with eco-
nomic growth may not only conflate micro (profits) and macro (GDP growth) factors and confuse
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them with welfare; it may simply fail to deliver welfare-improving innovation in a low or post-
growth future. Action to improve public value by driving down rent-seeking, financialisation and
law-breaking may require significant rethinking of the current default model of innovation and
intellectual property in the pharmaceutical and other health technology industries, especially if
more concerted action is to be taken to drive down overutilisation and inappropriate use (see
below for further discussion). The institutional role and relationships of health economics and
health economists within health technology assessment (HTA) ecosystems may need careful review,
and strong safeguards developed to defend against regulatory capture. Meanwhile, growing calls for
states to regulate more confidently in the public interest (Mitchell and Fazi, 2017; Mazzucato, 2018)
are likely to be reprised in the health sector before long. Health economists need to be ready to
contribute with imagination and originality to the design of new regulatory approaches which pri-
oritise public value over industry returns. The discipline is, in fact, well placed to contribute new
approaches to conceiving and safeguarding this ‘public value’ (Mazzucato, 2018), but greater collab-
oration with institutional economists and specialists in regulatory policy and law are likely to be
required to strengthen the traditional toolkit of health economics.

5.3 Health care and economic inequality

Consideration of how recent trends in ‘unequal growth’ might impact on health care in the future
requires consideration of the two key types of income and wealth inequality, inequality between
nations, and inequality within nations. There has been clear evidence of reduced income inequal-
ity between nations (Milanovic, 2016). The long-term relationship between health and GDP sum-
marised earlier would logically suggest that, over time, reduced disparities in GDP per capita
between nations should also manifest in reduced disparities in health expenditure per capita.
Indeed, this convergence has been called for as a crucial aim of global policy (Jamison et al.,
2013). Yet recent modelling (Dieleman et al., 2016; Dieleman et al., 2017a, 2017b) has questioned
not only whether there is much sign of any such convergence in health spending to date, but also
whether there is any real prospect of health spending in low-income countries increasing at the
rates required in coming decades without significant changes in policy direction and global devel-
opment assistance. IMF (2018) has recently expressed concern that it expects one-quarter of
emerging market and developing economies to grow slower than the advanced economies over
the next 5 years. Indeed, Milanovic (2016) notes that the gains from growth (and hence progress
in reducing inter-country inequality) have overwhelmingly been reaped by Asian nations. Most
African nations continue to experience slower growth than the high-income nations, such that
the ongoing impacts of low growth remains a key barrier to improving health and health care
on that continent. Benatar (2016) suggests that significant progress in this regard is almost incon-
ceivable within current social and economic belief systems; only if we can overcome what he
describes as our ‘lack of moral imagination’ can there be any realistic prospect of developing
meaningful technical strategies to achieve convergence in health spending.

Dieleman et al. (2017a, 2017b) suggest two important conclusions of relevance here. They
demonstrate that the share of out of pocket expenditures on health care is highest in the very
poorest nations, and that their importance declines in nations with higher GDP. Second, they
illustrate the surprisingly small role played globally by private health insurance (‘prepaid private
spending’) as a share of total health expenditure even at higher levels of GDP. Their analysis
makes it clear that, at a global level, government health spending is the engine of strong health
care systems. Combined with the critique of rent-seeking by health insurers through regulation
and subsidy, this might lead us to be rather sceptical about the role of private health insurance
in a lower growth future, where every marginal health dollar will have to count for more.
Indeed, it reinforces recent recognition that significantly increased government expenditure on
health care is essential if the goal of universal health coverage is to stand any chance of being
achieved in low and middle income countries (e.g. McIntyre et al., 2017).
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Within nations, the impact of future trends in income and wealth inequality is certainly not
easy to predict. In the absence of any turn towards greater redistribution, Cowen (2013) suggests
that significantly increasing disparities in access to health care will be inevitable, presenting a lib-
ertarian vision in which reduced health care cover for the poor may simply come to be accepted
as a necessary part of adapting to endemic inequality. Alternatively, societies and governments
might see maintaining or improving equitable access to health care as an important component
of strategies to improve justice and distributive fairness, as part of a ‘social wage’ (Schofield,
2000). If societies and governments move directly to reduce current inequalities in income,
impacts on the health care sector might well include increasing roles for tax-funded health
care or social health insurance (with universal health care frequently appearing on the same plat-
form as calls for a basic income guarantee). This would most likely be accompanied by dimin-
ished roles for voluntary private health insurance and regressive out of pocket payments,
including informal ‘under the table’ payments (Lewis, 2007). It is important to note that reducing
income inequality may have implications for medical incomes in particular, with doctors typically
one of the highest paid professions in most societies.

5.4 Health care and overconsumption

Meanwhile, even if post-Keynesian macroeconomics now offers the most realistic models of the
behaviour of current capitalist economies, this in no way guarantees that their policy prescrip-
tions do not conflict with ecological constraints and planetary boundaries. A significant public
health literature has emerged in recognition of the potentially profound impacts of climate
change (Costello et al., 2009; Watts et al., 2015). A related ‘planetary health’ movement is starting
to extend this analysis to incorporate other planetary boundaries (Whitmee et al., 2015). The
beginnings of a literature dealing more explicitly with sustainable health care are apparent
(Pencheon, 2013), as are estimates of the aggregate contribution of health care systems to
GHG emissions – for example, health care generates some 7% of national GHG emissions in
Australia and 10% in the United States (Eckelman and Sherman, 2016; Malik et al., 2018).

Low or constrained growth, coupled with ecological constraints, makes it even more pressing that
health care systems confront the reality that more health care is not necessarily better health care
(Saini et al., 2017). Strong evidence now exists of pervasive overuse of health care across the
world (Brownlee et al., 2017; OECD, 2017). While quantified estimates of the scale of this problem
are still emerging, currently available studies suggest that between 10 and 30% of all care currently
provided may constitute overuse globally (Morgan et al., 2015). Meanwhile, estimates of all forms
of ‘waste’ in health care systems (not just overuse) generate similarly large numbers – perhaps
20% of all health spending in OECD countries represents waste (OECD, 2017), while the overall
cost of waste in the US health care system could be within the range of 21–47% of total health spend-
ing (Berwick and Hackbarth, 2012). Overtreatment, overdiagnosis and waste in health care represent
not only potential harm to patients and inefficiency for health systems, but also a form of ecologically
damaging overconsumption (Hensher et al., 2017). It is important to understand a crucial implica-
tion of this conclusion: trying to use health care as a tool to maintain or stimulate aggregate demand
may (at least in the global North) therefore risk undermining welfare in the pursuit of growth – by
inadvertently expanding low value or even harmful care. Conversely, in the poorest countries,
expanding access to basic health care is likely both to drive significant welfare gains and GDP growth.

6. Conclusions
6.1 Growth, health care and human welfare

GDP growth has been the de facto overarching goal of economic policy in high- and low-income
countries since the end of the Second World War. Implicitly or explicitly, it has been assumed
that GDP growth is essential for increasing the welfare of society and its members, either directly
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or as the lubricant that avoids the need for radical redistribution of resources. Yet the evidence
reviewed above shows clearly that GDP growth also brings with it welfare-reducing ‘bads’, espe-
cially in the ever more visible form of global environmental destruction; and that, above a cer-
tain level, a broad range of indicators of human well-being no longer appear to increase even as
GDP continues to grow. It is perhaps unsurprising to find that growth in health care consump-
tion displays some similar characteristics to growth in GDP. Most crucially, health care con-
sumption demonstrably contributes to environmental damage via GHG emissions and a
range of other pollutants; and a significant portion of health care output and consumption
is either of little or no value, or is positively harmful to patients. In other words, not all health
care is welfare-enhancing, and some is already welfare-destroying – just like the rest of the
economy. However central GDP and growth might be to conventional economic thinking,
there is no valid argument against the proposition that growth is simply a means to the ultimate
end of improving human welfare. Whether GDP growth is fast, slow or absent, it is only of
value if it genuinely improves welfare. Therefore it is with health care output and expenditure:
more health care is only of value if it improves human welfare; if it undermines welfare, then it
is not of value.

There is growing appreciation of the mechanisms by which patterns of increasing consumption of
many products are harming human health and are heavily implicated in global epidemics and syn-
demics of non-communicable diseases (Freudenberg, 2014; Landrigan et al., 2018; Swinburn et al.,
2019). Human health and well-being can only be maximised if future economic growth minimises
these harms, even if doing so reduces profits. Health care must also meet the same test – harms must
be minimised to the truly unavoidable, and growth in health care at the margin must demonstrably
produce greater welfare than would be achieved were the same resources used for other social objec-
tives. More health care is not better, unless it is the ‘right’ care (Saini et al., 2017), and even the right
care currently externalises damage to the environment (Pencheon and Dalton, 2017).

6.2 Value-based care in low-growth or post-growth economies

Under all the low growth or post-growth scenarios discussed above, decision-makers’ budget con-
straints would be stricter and relative scarcity more pronounced than under conditions of more
generous economic growth. As a result, health care systems, clinicians, managers and policy-
makers will face ever greater pressure to improve technical and allocative efficiency. This will
have consequences for the use of economic evaluation in health care, which has, in many coun-
tries, become an essential mechanism for determining which interventions should be adopted
and funded. To date, there has been little evidence of any effective change in cost-effectiveness
thresholds as used in real-world decisions since the GFC (Dakin et al., 2015). In a more econom-
ically constrained future, this must eventually change, with significant consequences for HTA.
Methods of economic evaluation will need to be developed that overcome the current bias of
HTA systems towards patented interventions, to the detriment of non-patentable, community
or traditional approaches (Eckerman, 2017). Current methods of economic evaluation have
also proved to be of limited value in identifying and dealing with overdiagnosis and overtreat-
ment; substantial improvements (both conceptual and technical) are essential if value- and
welfare-destroying waste and overuse are to be reduced meaningfully. Economic evaluation
will also need to become better at assessing care, not just technical interventions, given the
increasing recognition that better care is not always synonymous with more technology.
Debates on the appropriate balance within health care systems between technological interven-
tion, caring and the reduction of suffering are likely to become more prominent.

Longer term, it is also possible that a deeper ecological constraint on growth may eventually
prove incompatible with the ‘extra-welfarist’ perspective embodied by quality adjusted life years
(Mooney, 2009). The assumption of a privileged (or, at least, a self-contained) status for health
may progressively become untenable, as inter-sectoral welfare trade-offs and environmental costs
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become more starkly visible. As an absolute minimum, environmental costs and externalities will
increasingly need to be built into all forms of the economic evaluation of health care.

6.3 Value-based care and value-based policy

The post-war golden age of rapid economic growth increasingly appears as a brief, if striking,
anomaly against the background trend of economic history (Jackson, 2019). Similarly, modern
health care systems have existed at scale for less than half of the industrial age, and their period
of rapid growth has so far spanned little more than a single human lifetime. This paper has sug-
gested that there are good reasons to consider the possibility that rapid growth will not – or,
indeed, should not – return.

Policy responses to the low growth debate – in health care and beyond – seem unavoidably to
require a stronger normative element to guide decision making on tough policy decisions and
dilemmas. Pretending that these issues can be resolved through purely technical analyses is likely
to result only in a continuation of the status quo; and it is perhaps this courage to confront moral
choices head on that has been most lacking in economics as a discipline in recent decades
(Buarque, 1993; Sedlacek, 2013). Critical economic decisions on equity in health care and its rela-
tionship to income and wealth inequality, on rent-seeking and monopoly power in health care,
and even on overuse can only be solved by combining citizens’ social and moral judgements
with wise political and professional leadership, and not by an appeal to illusory technical solu-
tions or authority (Earle et al., 2017).

For health systems attempting to deliver value in health care, confronting a low growth or
post-growth future offers both opportunities and challenges. The greatest opportunity lies in
the central task of recognising and acting upon the increasing evidence that more health care
is not always better, either for patients, the population at large, or the planet; and that less is
sometimes more when it comes to maximising welfare. A post-growth future also offers many
opportunities to reduce the harmful consumption patterns driving many non-communicable dis-
eases in high- and low-income nations alike. Yet there is no escaping the fact that eliminating
unnecessary health care will reduce profits and incomes for many actors in the health care mar-
ket; and that it is the influence and power of these actors over market dynamics, regulation and
politics that has too often prevented effective action from occurring in the past. Without eco-
nomic growth, these tensions are likely to become starker, more immediate and harder to
evade. Such a world will require clearer thinking from those to whom the job of securing
value for patients and the public is entrusted. If it is indeed the case that the future path of global
economic growth will be substantially lower than in the past, then policy responses must reflect
the long-term nature of this phenomenon. One-off improvements in health system technical effi-
ciency might be helpful where they are available, yet they cannot be sufficient. Only solutions that
are designed for the long haul are likely to be of enduring value. In the long-run, it is likely that
strong institutions underpinned by effective institutional and professional ethics and cultures are
what will be most important to create the strong and sustainable health care systems that can
endure in an uncertain future.
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