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Healthy life years will become the new currency for
economic prosperity.
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When literacy rates became a useful predictor of a nation’s
economic prospects, the world changed. Societies real-
ized that investing in education not only improved the
lives of their citizens, it also lifted GDP, and govern-

ments got on board.

Something similar is happening with healthy living.
Analysis shows a strong correlation between healthy
life expectancy and the World Economic Forum’s global
competitiveness index. As that recognition spreads,
healthy life years (HLY)" will become the new currency

of economic growth and prosperity.

The changes will be massive. Companies and governments
have long viewed health as a cost, not an investment.
But as healthcare costs continue to outpace GDP in many
countries, businesses have come to realize that investing
in health is actually an economic imperative. Investing

in the right areas can pay off for all stakeholders.

Analysis shows a strong correlation between
healthy life expectancy and the World
Economic Forum'’s global competitiveness
index. As that recognition spreads, healthy
life years (HLY) will become the new cur
rency of economic growth and prosperity.

Over the past 100 years, total life expectancy has increased
by more than 50%. However, although we live longer,
we do not live healthier. In fact, for every year we live
longer, we live only 0.8 years in a healthy state. And
when individuals live longer in a state of disability, it

adds up to big costs for companies and economies.

This becomes a worldwide issue as urbanization and indus-
trialization export an unhealthy, sedentary and high-

stress lifestyle from the West to economies around the
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world. For example, in China, the prevalence of diabetes
has increased nearly ten-fold in the past three decades,

putting it nearly on par with the United States.

The global price tag of non-communicable diseases
(NCDs) such as cancer, diabetes, heart and lung disease,
and mental illness is enormous—an approaching tsu-
nami of NCDs. Over the next 15 years, the cumulative
direct and indirect costs of these diseases will amount to
about five times the costs caused by the global financial
crisis in the 15 years following 2008.> In contrast, max-
imizing HLY can have a positive effect on a country’s
economic prosperity. Populations that live longer in a
healthy state can be more productive over a longer time
period and consume more during that extended life.
Furthermore, a healthy population can work more
years before retirement, resulting in less drain on social

welfare programs or company retiree medical benefits.

As for emerging markets, decades of data show that
countries actually become healthy before they become
wealthy. Health increasingly drives socioeconomic
growth and prosperity. So when countries invest in
population health—including sanitation, education,
healthcare, key areas of prevention—they reap economic

benefits both in the short and long term.

How can a company such as yours create more healthy
life years? You may feel you have been doing almost
everything imaginable with wellness programs, incen-
tives for healthy living and benefits that require employ-
ees to take responsibility for their own health. But the
influence of companies on health goes beyond work-
force health programs. It is important to ask the follow-

ing questions:

«  Whatis the impact of your operations on the health

of your community?
«  Whatis the health footprint of your product portfolio?

«  Where does health create opportunities for growth?
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Health can be an engine for profitable growth, either by
creating more business with existing customers or by
winning new customers (<see F@W@ /). South African
insurer Vitality was able to extend its behavioral science-
based approach from health insurance to other product
sectors such as vehicle or life insurance, and Under
Armour, via upselling and cross-selling, moved from
sporting apparel manufacturer into offering fitness-

related apps and smart clothing.

While there are some opportunities in which investments
pay off directly, there comes a point when an individual
company cannot do this alone. One thing we have learned
from our work with the World Economic Forum is that
creating healthy life years requires partnerships, often
between the public and the private sectors. As you look for
sustainable growth opportunities, you will need to gather
new ideas and look for partnerships in sectors beyond
traditional healthcare, with potential investments at

the individual, employer and population levels.

This shift in perspective can create significant new mar-
kets. Right now in the EU, direct health spending is 4% of
household consumption expenditure (see Fiqure 2).
However, healthy living touches upon all aspects of our
lives—what we eat, where we live and what we do in
our free time. Based on our analyses, household health-
related expenditures can reach 80% or more of total
expenditure—e6.2 trillion in the EU and $9.3 trillion
in the US. The share of this 80%-plus that is not direct
health spending includes products where healthy liv-
ing can be a choice, ranging from food to housing to

clothes to leisure activities.

Because the implications of creating a healthier popu-
lation are so significant, we mapped out the systemic
impact of efforts to maximize HLY. Based on population
data and pilot projects developed by insurers, we identified
nine inflection points or milestones in which interven-
tions can change an individual’s health status for better

or worse. These points include promoting healthy

?@M@ /: Health can be an engine for profitable growth

Profitable

growth

Existing customers

A

Source: Bain analysis
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Functionally
Economies of scope

Health trends and cost pressures create new business
models that are applicable in new product sectors (e.g.,
vehicle insurance)

Geographically
Scaling

Health is becoming increasingly digital, spans global
markets and enables scaling of health-specific digital
business models

Customer penetration
Consumption

Health awareness increases consumption frequency of
existing healthy product offerings

Customer development
Cross-selling and
upselling

Health creates cross-selling and upselling opportunities
for existing customers
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?@Me 2 Individual consumption expenditure attributable to health in US and EU

Consumption expenditure 2013

$11.17

€7.5T

M Direct health spending

B Healthy choices

' Not healthy

Notes: This assumes best-case analysis; in a more conservative scenario, direct health spending plus healthy choices constitutes about 60% of consumption expenditure

Sources: Bain analysis; OECD

pregnancies, balanced nutrition in childhood, health
literacy, adequate vaccination and healthy body weight,
as well as creating health-enabling environments, high
compliance rates with treatment, adequate social engage-

ment and a sense of self-efficacy.

By investing in keeping people healthy during these
key milestones, you can raise both the return on health
(ROH) and the return on investment (ROI). For example,
a 10-year study by the University of Southern California
of more than 3,000 children living in Southern California
found that those who lived closer to parks had a much
lower body mass index (BMI) at the age of 18 than
those who lived farther away. In this case, children
with lower BMI were less likely to be obese, a high
ROH, and their proximity to parks increased the demand
for activity, which yielded a greater ROI for recreation
programs. Additional ROI could accrue to developers
and planners if parents are willing to pay a real estate

premium for access to a healthy community in much

the same way that they are willing to pay for access to
good schools. Even modest amounts of investment can
be enough to create an increase in HLY. For example,
Singapore’s Health Promotion Board provides grants
for healthier cooking oil used in meals outside the
home, a move it expects to significantly reduce the
number of cases of coronary heart disease by 2020,
resulting in more than 1,800 additional healthy life

years and a population-based ROI of 1,100%.

The nine inflection points vary in their relevance for differ-
ent industries. Opportunities range from building health-
enabling infrastructure such as parks to technology that
facilitates the compliant use of medication. According to
analysis by Bain and the World Economic Forum, even
allocating 8% to 10% of current per capita healthcare expen-
diture in the US would be sufficient to address all nine of
the investment areas. We have seen little action so far. What
holds us back? The two main reasons for this are misaligned

incentives and uncertainty about how to get started.
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Our new research in collaboration with the World
Economic Forum, “Future of Healthy: How to Realize
Returns on Health,” offers a way to overcome these
misaligned incentives. We point out that public and
private stakeholders need to create “ecosystems of
health,” in which a health benefit (or ROH) is aligned
with an ROI. Within these systems, other stakeholders
can then design and deliver financially viable health-
enabling offerings. In the example regarding access to
parks, transparency about the health benefits of different
neighborhoods creates an ecosystem in which offerings
that improve health also make business sense. Such a
health map of different neighborhoods would also allow
payers (especially in single-payer systems) to intervene
in areas with below-average health scores by offering
prevention programs embedded in the community to

mitigate health problems.

The starting point for action is to understand the mar-

ket and how health will change the ecosystems that

are relevant for your company. As a company begins
to design and deliver healthy offerings, it is important
to understand the critical assets and capabilities you
have at hand. For example, consumer goods compa-
nies are experts at obtaining consumer insights and
driving consumer behavior that will create healthier
choices. You must match the assets you have with
trends and developments in the ecosystem in which
you operate. The playing field of opportunities has
multiple dimensions, including the scale of change
(from incremental to full transformation into a health
company), geography and the role you want to play in
the ecosystem (<ee ?[ﬂwe 2). A careful assessment
will reveal the most relevant opportunities and poten-
tial gaps in your assets and capabilities. Based on this
information, you can define clear actions and develop
a roadmap for building or acquiring required capa-
bilities as well as rolling out initiatives without over-

burdening your organization.

F@W@ 2 : Choosing the right playing field for health-related business opportunities

Transformation Reformulated products

Industries ST g?ods Telco
and refail

Geography Local

Impact Individual (iROI/iROH)

Customers B2C

D&D approach Disrupter

New business model

New products

Industrials and

IT - Healthcare
commodities
Regional Global
Population (pROI/pROH)
B2B Governments

Health adjacency Customer engagement

Notes: iROl=individual return on investment, iROH=individual return on health, pROI=population-based return on investment, and pROH=population-based return on health; D&D

approach=design-and-deliver approach
Source: Bain analysis
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How to identify healthy investment opportunities for your business and prepare
your organization for health

*  Market: How can health transform our industry?
—  Understand key trends.
—  Get an overview of recent and expected changes to the relevant ecosystems.

—  Identify the products in your portfolio that are relevant to the health of your consumers, and

determine the strategic role of your products.
Ask yourself:
—  How urgent and fundamental are the changes?
- Can we identify the health winners and losers in our current portfolio?

- Where are the biggest opportunities?

e Assets and capabilities: Which relevant assets do we have? Which ones do we need?
— Identify your health-relevant assets and capabilities.
—  Assess the assets and capabilities that will benefit from the industry transformation.
—  Identify ways to close gaps.
Ask yourself:
—  What are our strengths, and are these relevant for health?
- Can we build or buy required capabilities and assets?

— Are investments in health part of our core business or a one-step adjacency?
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How to identify healthy investment opportunities for your business and prepare
your organization for health (continued)

e Opportunities: What are our most relevant business opportunities?
- Assess attractiveness of different options.
— Assess own ability to win different options.
—  Ensure fit with overall strategy.
Ask yourself:
-~ What is the size and profitability of the different markets@
—  What are the barriers to entry?

— Do we have the necessary capabilities? Can we build them in time or access through
partnerships?

*  Action: How can we make this happen?

—  Define the structure of the ecosystem of health, how the stakeholders interact, and whether
the partnership should be private or public.

—  Prepare your organization for change.

— Develop a plan to fill gaps in assets and capabilities.
Ask yourself:

—  What is the setup of the ecosystem of health?

—  Who are our partners2

—  What are our next steps to seize these opportunities?
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The approaching tsunami of NCDs creates an urgent
need for action, but it also offers investment opportu-
nities for businesses and society. These investments
will be most effective if they are tackled collaboratively.
Governments, regulators and health insurers all have a
role to play. Their active engagement in public—private
partnerships can accelerate the paradigm shift to
health and determine the pace of change that will max-
imize HLY.

Companies can earn significant returns on health in

two ways:

« by upgrading or enlarging their product portfolios
to better address population health and make their

offerings more competitive; or

« by developing and marketing targeted products for

individual health that can be sold at a premium.

Whichever market they target, winning companies will
identify the most attractive opportunities for investment now
and take action by shaping the right ecosystems of health
for the products they offer. C‘)
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1 The Healthy Life Years indicator is a European structural indicator computed by Eurostat. It is one of the summary measures of population health, known as health expectancies, which
are composite measures of health that combine mortality and morbidity data to represent overall population health on a single indicator
(http://ec.europa.eu/health/indicators/healthy_life_years/hly_en.htm#fragmento).

2 Bain analysis, supported by data from the World Economic Forum and Harvard University (https://www.weforum.org/reports/global-economic-burden-non-communicable-diseases)
and the Federal Reserve Bank of Dallas (https://dallasfed.org/assets/documents/research/staff/staffr3or.pdf)
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Bain & Company is the management consulting firm that the world’s business leaders come
to when they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers and acquisitions.
We develop practical, customized insights that clients act on and transfer skills that make change stick. Founded
in 1973, Bain has 53 offices in 34 countries, and our deep expertise and client roster cross every industry and
economic sector. Our clients have outperformed the stock market 4 to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’ shoes, selling
outcomes, not projects. We align our incentives with our clients’ by linking our fees to their results and collaborate
to unlock the full potential of their business. Our Results Delivery® process builds our clients’ capabilities, and
our True North values mean we do the right thing for our clients, people and communities—always.
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