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Abstract 

The paper examines the local and regional economic impacts of NHS spending. The 

research is set in the context of tensions between buying economies, process 

efficiencies and local economic development impacts of public sector procurement, 

and contributes to the evidence base on supplier proximity and income retention at 

the local and regional level. The scale, scope and spatial distribution of NHS spending 

in a South Wales case is analysed using detailed purchasing information provided by 

a local health board. The paper then uses an economic modelling framework to 

quantify the supply chain impacts of this spending to determine the full regional 

economic impacts of operational and capital expenditures. The analysis shows that 

NHS Wales spending supports significant levels of regional economic activity in terms 

of output, employment and gross value-added. The paper also explores scenarios on 

the potential economic significance of import substitution of selected purchases. The 

implications of the changing procurement environment, with new EU directives, and 

a reorganisation of procurement functions within NHS Wales, are explored, and 

suggestions are made for further research.  

  

Keywords 

NHS Spending, local and regional economic impacts, public sector procurement, 

supplier proximity, Wales 
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� Detailed analysis of ABHB non-pay operational spending 

by item/category and location 

Direct non-pay spending/output impact by sector/industry in 

ABHB area and in Wales (see Table 1 and Figure 2) 

Input-Output modelling framework 

+ ABHB wage spending in Wales 

Direct + Indirect + Induced Income effects on output (see Table 2, column 2) 

   

Multiplier effects

Employment impact  

(see Table 2, Column 3)

Value-added impact 

(see Table 2, Column 4)

Using output to employment and value-added relationships (ratios) within the I-O framework 

Sectoral 

multipliers 

(see Table 3) 
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