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Abstract 

The fiscal multiplier represents the ratio of the change in national income to an associated 

increase in government spending. Fiscal multiplier effects are commonly estimated to justify 

options for government spending. Multiplier effects are not considered in economic evaluations 

of healthcare, but alternate forms of healthcare spending are expected to have varying 

multiplier effects. This paper describes the estimation and application of net government 

spending multiplier effects to two published economic evaluations. 

Negative net multiplier effects are estimated for an evaluated pharmaceutical for the treatment 

of stable cardiovascular disease, with a resulting increase in the published incremental cost per 

QALY gained from AUD$31,244 to AUD$47,311. Positive net multiplier effects are estimated 

for an evaluated health care delivery model for frail older people, with a resulting decrease in 

the published incremental cost per QALY gained from AUD$8,129 to AUD$7,669. 

The inclusion of net multiplier effects in economic evaluations undertaken from a societal 

perspective can have important effects on the estimated value of evaluated health technologies 

and services. The potential for government spending on health care to crowd out existing 

spending is considered to be low, but further investigation of crowding out effects is warranted. 
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Key Points for Decision Makers 

Stimulus of the domestic economy is a common objective of government spending, more so in 

periods of slowing economic growth. The magnitude of the estimated government spending 

multiplier reflects the stage of the economic cycle. 

Most governments spend large amounts on imported health technologies that are estimated to 

have small multiplier effects. Increased domestic spending on health care may generate non-

trivial gains in economic growth.  

In Australia, the numbers of employed health professionals have increased significantly in 

recent years, indicating capacity for increased supply to meet increasing demand. 
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1. Introduction 

The economic evaluation of health technologies and services undertaken from a health service 

perspective considers only the cost effects of evaluated interventions on the health system in 

which the technologies or services will be provided. Economic evaluations undertaken from a 

societal perspective are intended to represent a broader range of costs across the whole of a 

society. Such evaluations typically estimate productivity costs due to time away from work or 

usual activities of patients and their carers [1]. 

Other potential societal cost effects are derived from the behaviours of health care providers, 

through the circulation of resources within an economy. If the government pays the wages of 

a clinician, who employs a builder, who buys food from a local farm, etc., each additional use 

of the original government spending is expanding the economy. This cycle of growth continues 

until the spending leaves the domestic economy, for example, through the purchase of imported 

products. The fiscal multiplier represents the ratio of the change in national income to an 

associated increase in government spending. A multiplier of 2 indicates that for every $1 of 

government spending, the economy expands by $2.  

Multiplier effects are commonly estimated to justify government investment options. In 

Australia, recent examples include analyses of the multiplier effects of a shortfall in insect 

pollinators [2], of disability services [3], of maintaining Australia’s motor vehicle 

manufacturing industry [4], and the resources sector [5], of University funding [6], and of 

tourism’s contribution to the Australian economy [7]. These examples illustrate the estimation 

of multiplier effects to justify government spending on a particular investment project or a 

particular sector of the economy, but estimated multiplier effects could also inform the 

allocation of resources within a sector of the economy. Intuitively, spending on health care 

providers is expected to generate larger multiplier effects than spending on pharmaceuticals 
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and medical equipment that are manufactured overseas. Representation of these effects is 

proposed as a means of improving the allocation of health resources from a societal perspective. 

The aim of this paper is to illustrate and discuss the inclusion of net government spending 

multiplier effects in economic evaluations of health care undertaken from a societal 

perspective. The following section considers options for the estimation of a government 

spending multiplier. A proposed approach is then applied to two published economic 

evaluations, followed by a discussion of the inclusion of multiplier effects in economic 

evaluations of health technologies and services. 

2. Estimating the multiplier effects of government spending 

Despite advances in the methods used to estimate the multiplier effects of government 

spending, there remains significant uncertainty around the magnitude of the fiscal multiplier. 

Traditional input-output models apply average input-output relationships to marginal changes, 

which result in a range of unrealistic assumptions, in particular, an absence of resource 

constraints, fixed input and output structures and constant returns to scale [8]. Structural vector 

autoregressive models relax the assumptions of input-output modelling by allowing for 

instantaneous and lagged effects [9], whilst computable general equilibrium modelling also 

provide more realistic measures through the representation of labour and capital markets [8]. 

However, the ‘narrative approach’ has been identified as having further methodological 

advantages through the analysis of identified exogenous tax and spending shocks [10]. 

Batini et al refer to the impact of the structural characteristics of a country’s economy, as well 

as temporary economic effects on the size of the fiscal multiplier [10]. These authors reviewed 

studies that used the narrative approach to generate a ‘Bucket Approach’ to the estimation of 

first-year fiscal multipliers that accounts for structural and temporary characteristics of a 

country’s economy.  
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To adjust for structural factors, the following characteristics are assessed: 

• Low trade openness: ratio of imports to domestic demand below 30 percent, 

• High labour market rigidities: strong labour unions / strongly regulated labour market, 

• Small automatic stabilizers: ratio of public spending to nominal GDP below 0.40, 

• Fixed or quasi-fixed exchange rate regime,  

• Low/safe public debt level: government debt is below a level that is generally 

considered “safe” by financial markets, 

• Effective public expenditure management and revenue administration  

Countries with 0 to 3 of these characteristics are categorised as having “low” multipliers, 3 or 

4 as “medium” multipliers and 4 to 6 as “high” multiplier effects. The estimated ranges for 

first-year multipliers in normal times are 0.1-0.3, 0.4-0.6 and 0.7-1.0, respectively.  

The United States was estimated to have a score of 4 (low trade openness; small automatic 

stabilizers; safe public debt level; effective expenditure management). A similar score would 

be expected for most advanced economies, including Australia, for which the best estimate of 

a normal times multiplier might be 0.65 (the midpoint between the medium and high multiplier 

effects categories).  

To adjust the normal times fiscal multiplier for temporary economic characteristics, Batini et 

al [10] assess: 

• An economy’s output gap (actual vs. potential output based on historical patterns) to 

account for whether a country’s economy is in an expansionary or recessionary phase: 

maximum negative output gap (recessionary phase) – increase normal times multiplier 

by 60%; maximum positive output gap (expansionary phase) – decrease multiplier by 

40%; output gap is zero – no adjustment; non-maximum expansionary or recessionary 

phase – interpolate, 
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• The extent to which monetary policy is constrained: fully constrained, e.g. if interest 

rates are at historically low levels - increase normal times multiplier by 30%; partially 

constrained – interpolate between 0 and 30%. 

The effects of the temporary economic characteristics are assumed to be multiplicative.  

For Australia in 2019, an output gap of -0.64% is predicted, compared to a maximum output 

gap of -1.33% over the last 20 years [11]. This implies a 30% increase in the normal times 

multiplier. Interest rates remain at an historic low, implying an upward adjustment of the 

normal times multiplier by 30% due to fully constrained monetary policy. The adjusted 

multiplier for Australia is 1.1 (0.65x1.3x1.3). 

3. Application of multiplier effects to government expenditure on health 

Alternative forms of health care spending are associated with differential multiplier effects, 

and hence economic growth. We propose that net multiplier effects should be considered in the 

economic evaluation of health care technologies and services undertaken from a societal 

perspective. Net multiplier effects are defined as the multiplier effects associated with an 

evaluated health care technology or service minus the expected multiplier effects associated 

with the next best alternative use of the resources required to fund an evaluated health 

technology and service. Assuming a fixed health budget, the next best alternative is an 

alternative form of health care. 

The proposed approach to representing government spending multiplier effects distinguishes 

between direct expenditure on imported goods and services, which represent direct outflows 

with no expected multiplier effects and expenditure on domestic goods and services to which 

a government spending multiplier can be applied. Thus, we aim to estimate the additional 

domestic spending associated with the funding of an evaluated technology or service, and the 
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domestic spending associated with the allocation of that funding to the next best alternative 

form of health spending. 

In the absence of being able to identify the next best alternative, the proportion of domestic 

spending across all government spending on health is assumed to represent the expected effects 

of spending on the next best alternative form of health spending, which is estimated to be 0.874. 

As presented in Table 1, government health expenditure in Australia data in 2016/17 was 

assessed by area of expenditure, assigning each area as domestic spending or not (other than 

the largest area of expenditure, hospitals, for which alternative line items of expenditure were 

assigned as domestic spending or not, see Appendix Table 1) [12]. 

Table 1 Estimation of proportion of domestic government spending on health [12] 

Area of Expenditure Total government 
expenditure ($m) 

Proportion 
domestic 
expenditure 

Hospitals $53,782 0.883* 
Unreferred medical services $10,193 1 
Dental services $2,351 1 
Other health practitioners $2,143 1 
Community health and other $8,291 1 
Public health $2,571 1 
Benefit-paid pharmaceuticals $10,678 0.235 
All other medications $660 0.235 
Referred medical services $13,744 1 
Patient transport services $3,105 1 
Aids and appliances $849 0.235 
Administration $3,126 1 
Research $5,167 1 
Capital expenditure $7,456 1 
Medical expenses tax rebate $41 1 
Weighted proportion domestic expenditure 0.874 

* see Appendix Table 1 for details 
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In the following sub-sections, net multiplier effects are estimated for two published economic 

evaluations, of a pharmaceutical intervention and a health care delivery model. 

3.1 Pharmaceutical case study 

A recently published economic evaluation of rivaroxaban and aspirin compared to aspirin alone 

for patients with stable cardiovascular disease is used to illustrate the estimation of multiplier 

effects for a new pharmaceutical [13]. The evaluation was undertaken from an Australian 

public healthcare system perspective and estimated a mean incremental cost per QALY gained 

of $31,436. Cost differences between the treatment options can be disaggregated into 

differences in the costs of the treatment options and downstream cost differences due to 

treatment effects on the experience of clinical events and mortality. The purchase of 

rivaroxaban resulted in additional treatment costs of $8.76m for a cohort of 1,000 patients. Due 

to extended life expectancy, downstream costs were also increased in the rivaroxaban group, 

by $3.4m.  

To estimate multiplier effects from the purchase of rivaroxaban, the proportion of the cost of 

rivaroxaban that is spent on domestic goods and services is estimated. The estimated proportion 

was informed by a review of the annual reports of 22 pharmaceutical companies in the United 

States (US) from 1994 to 2005, which estimated the allocation of the pharmaceutical sales 

revenue to the following categories: materials and production; research and development 

(R&D); sales, marketing and general expenses; taxes; depreciation; and profits [14]. 

The review combined materials and production costs, which were estimated to account for 26% 

of the price of brand name drugs and 14% of the price of drugs produced by biotech companies 

[14]. The lower estimate for biotech drugs may reflect higher prices for biotech drugs. If a 

purchased pharmaceutical is manufactured in Australia, then manufacturing costs can be 
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categorised as domestic spending, but not necessarily material costs. However, rivaroxaban is 

not manufactured in Australia. 

Government subsidy of new pharmaceuticals in Australia is likely to generate domestic 

spending on sales, administrative and general expenses. The review of US annual reports 

estimated that these expenses accounted for 31% of the price of brand name drugs and 21% of 

the price of drugs produced by biotech companies. However, expenditure on sales, 

administrative and general expenses may be significantly greater in the US compared to 

Australia. This is due to the structure of the US health system (e.g. marketing expenditures are 

likely to be higher in the US) and that many pharmaceutical companies run their global 

operations from the US (e.g. administrative and general expenses include costs associated with 

supporting global operations). General expenses includes ‘expenses incurred by the product 

pipeline’, which may include investments and takeovers of other businesses. Such spending 

may also be proportionately lower in Australia. The estimated proportions are likely to 

significantly overestimate domestic spending on sales, administration and general expenses in 

Australia.  

Pharmaceutical companies undertake R&D in Australia, which is classified as domestic 

spending. The review reported that brand name and biotech pharmaceutical companies invest 

13% and 26% of their revenue on R&D, respectively. However, R&D spending outside of the 

USA has been reported to be significantly lower. Publicly available data showed that spending 

on R&D in Canada was around 4% of Canadian sales revenue between 2013 and 2016, across 

22 companies [15]. In Australia, business expenditure on R&D in the pharmaceutical 

manufacturing industry is available for 2011-12 ($404m) [16], which is 1.7% of 

pharmaceutical industry turnover ($23.4b) and 5.7% of pharmaceutical industry income 

through the Commonwealth funded Pharmaceutical Benefits Schedule (PBS)($7.1b) [17]. 

Aggregate pharmaceutical industry turnover includes income to companies not engaged in 



10 
 

R&D, whilst 5.7% is an upper estimate because companies engaged in R&D receive income 

from sources other than the PBS.  

Taxes paid in Australia can be classified as domestic spending. The most recent data on taxes 

paid by individual companies are available for the financial year 2016-17 [18], which show 

that the sponsor of rivaroxaban, Bayer Australia, received $1,122,105,407 in income and paid 

$25,415,789 in taxes. The estimated proportion of spending on rivaroxaban that is returned to 

the government as tax is 2.3%.  

For pharmaceutical firms listed on the Australian stock exchange, payments to shareholders in 

the form of dividends or share buybacks can be classified as domestic spending. Bayer 

Australia is not listed on the Australian stock exchange. 

Domestic spending associated with the purchase of rivaroxaban includes spending on sales, 

administration and general expenses, on R&D and via taxes. As noted, the estimated 31% of 

revenue allocated to sales, administration and general expenses in the US is likely to be a 

significant overestimate in Australia. In the absence of other data to inform an Australian-

specific estimate, the published rate is halved and an estimate of 15.5% is applied. The upper 

estimate of 5.7% for R&D spending is applied, as is the estimated 2.3% tax rate for Bayer 

Australia. The estimated aggregate proportion of domestic spending associated with the 

purchase of rivaroxaban is 23.5%.  

The economic evaluation estimated increased downstream costs in the intervention arm, which 

are described as primarily hospitalisation-based costs. Following the estimate presented in 

Table 1, this spending is assumed to be 88.3% domestic expenditure.  

Table 2 presents the estimation of the net government spending multiplier for rivaroxaban. The 

differences in domestic and non-domestic expenditure between the intervention and 

comparator are estimated, from which the proportion of additional domestic spending is 
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estimated (0.406). The expected proportion of domestic spending on the next best alternative 

form of health spending (0.874) is subtracted from 0.406 to estimate the net effect on domestic 

expenditure (-0.47), to which the government spending multiplier is applied to estimate the net 

government spending multiplier for rivaroxaban (-0.51). This implies that for every additional 

dollar spent on rivaroxaban, the economy contracts by $0.51.   

Table 2 Domestic expenditure and net multiplier effects: Rivaroxaban per 1,000 

eligible patients  
 

Comparator Intervention Difference 
Intervention costs $0.700m $9.461m 

 

Domestic expenditure (23.5%) $0.164m $2.223m 
 

Non-domestic expenditure (76.5%) $0.535m $7.237m 
 

Downstream costs (discounted) $54.775m $58.170m 
 

Domestic expenditure (84.7%) $46.394m $49.270m 
 

Non-domestic expenditure (15.3%) $8.381m $8.900m 
 

Total expenditure $55.475m $67.631m 
 

Domestic expenditure $46.559m $51.493m $4.935m 
Non-domestic expenditure $8.916m $16.137m $7.222m 
Proportion domestic expenditure 0.406 
Net proportion government spending 0.406 - 0.874 -0.47 
Net government spending multiplier -0.47 x 1.1 -0.51 

 

3.2 Health service intervention case study 

A model-based economic evaluation of a physiotherapy-based intervention for frail older 

people is used to illustrate the application of multiplier effects to a service intervention [19]. 

The comparator was usual care and the evaluation was undertaken from an Australian 

government health and aged care perspective due to the non-trivial impact of the intervention 

on aged care costs. The base case incremental cost per QALY gained was $8,129. As presented 

in table 3, the frailty intervention is expected to cost $1.45m for a cohort of 1,000 patients. 

Downstream costs are increased in the intervention group, by $0.80m. Thus, aggregate 

additional expenditure in the intervention group is $2.25m.  
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Table 3 Domestic expenditure and net multiplier effects: frailty intervention per 

1,000 eligible patients 

Category of expenditure Comparator Intervention Difference 
Intervention costs $0 $1.453m 

 

Aggregate domestic expenditure (97.3%) $0 $1.414m 
 

Non-domestic expenditure (2.7%) $0 $0.039m 
 

Downstream costs (discounted) $67,339 $68.135m 
 

Domestic expenditure (84.7%) $56,295 $56.961m 
 

Non-domestic expenditure (15.3%) $11,044 $11.174m 
 

Total expenditure $67,339 $69.588m 
 

Domestic expenditure $56,295 $58.375m $2.08m 
Non-domestic expenditure $11,044 $11.213m $0.17m 
Proportion domestic expenditure 0.925 
Net proportion government spending 0.925 - 0.874 0.051 
Net government spending multiplier 0.051 x 1.1 0.056 

 

The first three categories – screening and assessment; allied health services; and other services 

– are all services requiring the employment of health care providers, which is all classified as 

domestic spending. The final category – equipment – which accounts for 3.5% of the 

intervention costs, is conservatively assumed to be imported, to which the proportion of 

domestic spending that was estimated for rivaroxaban (23.5%) is applied. The estimated 

aggregate proportion of domestic spending associated with the frailty intervention is 97.3%. 

Increased downstream costs in the intervention arm reflected hospitalisations and the use of 

aged care services, to which the proportion of domestic expenditure on hospitals was applied. 

Table 3 presents the estimation of the net government spending multiplier for the frailty 

intervention. The proportion of additional domestic spending is estimated to be 0.925, which 

generates a net effect on domestic expenditure of 0.051, to which the government spending 

multiplier is applied to estimate a net government spending multiplier of 0.056. This implies 

that for every additional dollar spent on the frailty intervention, the economy expands by 

$0.056. 
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3.3 Combined case study results 

Table 4 presents the estimation of the ICERs for the two case study interventions, with and 

without the estimated net multiplier effects. Applying the estimated negative net multiplier 

effects to the estimated cost difference in the rivaroxaban evaluation increases the cost 

difference from $12,060 to $18,262, and the incremental cost per QALY gained from $31,244 

to $47,311. The estimated positive net multiplier effects for the frailty intervention reduces the 

aggregate incremental costs by $44, and the incremental cost per QALY gained from $8,129 

to $7,669.  

Table 4 Incremental cost-effectiveness ratios (ICERs) with and without net 

multiplier effects 

 QALYs Costs w/o multiplier Costs w/ multiplier  
Rivaroxaban 7.38 $67,630  
Usual care 7.00 $55,570  
Difference 0.39 $12,060 $18,262 
ICER  $31,244 $47,311 
Frailty intervention 2.56 $68,135  
Usual care 2.46 $67,339  
Difference 0.10 $796 $751.55 
ICER  $8,129 $7,669 

* Cost difference w/multiplier = Cost difference w/o multiplier – (Cost difference w/o multiplier x 
Net proportion government spending x government spending multiplier), e.g. rivaroxaban costs w/ 
multiplier = $12,060 – ($12,060 x -0.4 x 1.01) 
 

4. Discussion 

There is variation among decision makers on the preferred perspective of economic evaluations 

undertaken to inform funding decisions, with some requiring a health system perspective, some 

preferring a health system perspective but considering a societal perspective if justified and 

others defining the societal perspective as the reference case [20]. The Second Panel on Cost 

Effectiveness in Health and Medicine recommended that costs and effects should be reported 

from both a healthcare and a societal perspective [21]. There are a range of methodological 
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issues relating to the conduct of economic evaluations from a societal perspective, including 

methods for estimating productivity costs [22], and methods for considering costs and 

outcomes falling on different sectors [23]. The issue of whether a societal perspective should 

reflect government spending multiplier effects of alternative forms of health spending on 

economic growth has not previously been considered. 

This paper has presented a practical approach to the estimation and application of government 

spending multiplier effects, applied to two economic evaluations that were originally 

undertaken from an Australian health system perspective. The presented analyses illustrate the 

effects of incorporating multiplier effects as a component of an economic evaluation 

undertaken from a societal perspective. The case study evaluations do not reflect the full 

societal perspective, which would also include any differences in costs incurred in other sectors 

of the economy (e.g. in the aged care or disability sectors) and any differences in paid and non-

paid activities of patients and their carers. 

Using the ‘basket approach’ proposed by IMF economists [10], the Australian government 

spending multiplier was estimated to be 1.1, reflecting the underlying structure of the 

Australian economy, it’s current stage of the economic cycle and current use of monetary 

economic levers. The application of the multiplier distinguishes between direct government 

spending on domestically produced and imported goods and services, applying the estimated 

multiplier to spending on domestically produced goods and services, and not to imported goods 

and services.  

The application also focused on the expected net multiplier effects of spending on evaluated 

health technologies and services, using the estimated proportion of all government health 

spending on domestic goods and services (83.6%) to estimate the counterfactual multiplier 

effects. The proportion of direct government spending on domestic goods and services from 

the purchase of pharmaceuticals not manufactured in Australia was estimated to be 23.5%, 



15 
 

resulting in negative net multiplier effects. Direct domestic spending on a health care delivery 

model for frailty was estimated to be 97%, resulting in a positive net multiplier effect. Due to 

the large proportion of health expenditure on health care professionals, interventions mainly 

involving additional spending on health care personnel will have small net multiplier effects 

that do not have a large effect on the ICER, but interventions that are imported will tend to 

have large negative net multiplier effects.  

The respective decrease and increase in the ICERs of domestic and imported health 

technologies and services associated with the consideration of net multiplier effects should shift 

the distribution of health spending towards domestically produced goods and services, which 

could have non-trivial effects on employment and economic growth. In 2016/17, we estimate 

the Australian government spent around $20 billion on imported health technologies. If 5% of 

that spending was re-allocated to domestically produced goods and services, the Australian 

economy would be expected to increase by over $1 billion, a per capita increase of $44. 

An argument against the inclusion of multiplier effects is that increased domestic government 

spending will crowd out existing spending. The New Zealand Treasury have stated that 

“[u]nless there is significant unemployment of people with the requisite skills, it is … likely 

that multiplier effects do not exist” [24]. In the case of a health care delivery model, such as 

the case study frailty intervention, additional physiotherapists and other allied health 

professionals will be required to deliver the intervention. Allied health professionals have 

specific skills that require vocational training, which may limit the supply of new allied health 

professionals in the short-term. In Australia, there has been significant increases in the numbers 

of registered and employed clinicians in recent years, for example, the number of allied health 

professionals increased by almost 10% between 2014 and 2017, from 517,480 to 565,585 

professionals [25]. Similar proportional increases were observed in the number of medical 

practitioners and nurses over the same period. Such increases imply crowding out is unlikely 
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to be a major issue and that the supply of most health professionals can respond to signals 

provided by increased government spending on health care delivery models. 

Methodological limitations include the uncertainty around key input parameter values used in 

the analyses. In particular, the magnitude of the government spending multiplier is inherently 

uncertain, and estimates of the proportion of domestic spending associated with the purchase 

of imported pharmaceuticals were based on pharmaceutical industry expenditure in the US.  

A potentially important assumption is that the multiplier effects of government expenditure on 

health care are reflected by the expected multiplier effects of government expenditure across 

the economy. Multiplier effects are likely to vary according to the sector of the economy 

receiving government spending, partly due to differences in the proportion of direct 

government expenditure on imported goods and services. The estimated government spending 

multiplier of 1.1 reflects direct government expenditure on domestically produced and 

imported goods and services, but the multiplier is only applied to the estimated proportion of 

government expenditure on health care that is spent on domestically produced goods and 

services. Thus, the presented multiplier effects on the incremental costs and ICERs are likely 

to be underestimated.  

The inclusion of multiplier effects in economic evaluations undertaken to inform funding 

decisions may affect the interpretation of estimated ICERs vis-à-vis existing cost-effectiveness 

thresholds. To the extent that thresholds represent the opportunity costs of funding decisions, 

existing estimates of opportunity costs may need to be revised to reflect the multiplier effects 

of government expenditure on the ‘next best alternative’ funding option. However, existing 

empirical estimates of opportunity costs reflect average expenditure effects [26,27], the 

multiplier effects of which are represented in the case studies by the estimated net multiplier 

effects.To date, decision-makers have tended to focus on economic evaluations undertaken 

from a health system perspective. In Australia, guidelines for the economic evaluation of 
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pharmaceuticals state that a societal perspective “may be appropriate where the proposed 

intervention has important societal implications”[p65] [28]. The estimated negative net 

multiplier effects associated with an imported pharmaceutical may meet the definition of 

‘important societal implications’. 

As a separate policy tool, industrial policy may provide incentives to companies to conduct 

more of their business operations in Australia, such as financial contributions to capital 

investments or tax incentives. Such incentives may be used to combat the threat of a company 

reacting to negative funding decisions by reducing the scope of their business operations in 

Australia. Multiplier effects are clearly relevant to such industrial policy decisions. The 

inclusion of net multiplier effects in economic evaluations provides a bridge between health 

and industrial policy that sends relevant signals to the manufacturers of health technologies. 

Larger multiplier effects will increase the value of new technologies in countries in which 

manufacturers invest more in researching, developing and manufacturing their technologies, as 

well as paying more taxes.As illustrated in this paper, there are potentially important 

differences in government spending multiplier effects of alternative forms of government 

spending on healthcare, and the representation of net multiplier effects in economic evaluations 

can have significant impacts on the estimated cost-effectiveness of health care technologies. 

Further research is required on the short- and longer-term effects of government spending on 

health technologies (e.g. how much do companies spend on marketing, administrative and 

general expenses?) and health care delivery models (e.g. are existing services crowded out?). 

In the context of health system sustainability, the multiplier effects of alternative forms of 

government health spending on broader objectives of economic growth, employment and 

general wellbeing could be a significant factor. 
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Appendix Table 1 Estimation of proportion of domestic government spending on 
hospitals (12) 
 

Domestic 
spending 

Admitted 
acute 

ED Non-
admitted 

Sub-
acute 

Proportionate spending by line item: 
     

Salary & Wages 1 0.632 0.672 0.605 0.714 
On-costs 1 0.069 0.07 0.067 0.08 
Pathology 0.235 0.021 0.047 0.023 0.009 
Imaging 0.235 0.006 0.029 0.009 0.002 
Prostheses 0.235 0.031 0 0.003 0.001 
Medical supplies 0.235 0.054 0.029 0.034 0.018 
Goods and services 1 0.085 0.082 0.106 0.083 
Pharmaceuticals - PBS 0.235 0.005 0.001 0.014 0.001 
Pharmaceuticals - non-PBS 0.235 0.03 0.015 0.078 0.017 
Blood 1 0.001 0 0.002 0 
Depreciation - building 1 0.016 0.014 0.016 0.016 
Depreciation - equipment 0.235 0.009 0.01 0.014 0.004 
Hotel 1 0.032 0.018 0.012 0.046 
Corporate 1 0.005 0.009 0.013 0.005 
Lease 0.235 0.004 0.005 0.004 0.004 
Proportion domestic spending  0.84 0.865 0.821 0.944 
Spending by activity  $24,822 $3,976 $4,510 $2,202 
Proportionate spending by activity  0.699 0.112 0.127 0.062 
Weighted proportion 0.883 

    

 




