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US Study:

Comprehensive Impact of the Animal Health Industry

Study Overview

“‘With more than 67% of US households owning pets, it's
undeniable that animals are fully integrated into our daily
lives,” said Alexander S. Mathews, President and CEO of AHI.
“As a result, the business of keeping those animals healthy
— which also helps keep humans healthy — is a meaningful
economic driver in every state in the US.”

The Economic and Social Contributions of the Animal
Health Industry examines the value and role that the
companies that produce animal medicines play in the
US economy and beyond. The study also explores the
intersection between animal health and human health by
examining and aggregating research about public heath,
food safety, and animal companionship.
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And importantly, this quantitative look at the industry
expands the discussion of One Health, which aims to
integrate animal and human health issues in order to
advance common health goals.
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‘One Health is important because our health — human
health - is linked to the health of animals and the environ-
ment,” explained Laura H. Kahn, MD, Physician and Research
Scholar at Princeton University. “We cannot be healthy
if the animals around us and the animals we eat are
sick.”

Industry Overview

“‘Our industry is growing here in the US, and our influence is
expanding globally,” offered Mathews. “We estimate that the
US comprises one-third of the global market with nearly $10
billion of sales per year. Global markets were valued between
$26 billion and $36 billion in 2016 and are expected to grow
by about 5% annually.”

The US animal health market makes up about 2% of
the total US pharmaceutical market ($9.9 billion animal
compared to $450 billion human medicines). Nearly 60% of
animal health sales in the US are companion animal products
and about 40% are food-producing animal products.

Pharmaceuticals account for more than half of sales; flea
and tick medications make up the second largest segment,
about 29% of the industry; and biologics account for just over
19% of the industry.

Animal health manufacturers invest an average of 8.5%

of sales in R&D, 2.5 times more than that of the overall US
manufacturing average of 3.4%.

U.S. Households with Pets by Type, 2016

HOUSEHOLDS SHAREDF  AVERAGENO. TOTAL NO.

WITHPETS  HOUSEMOLDS OF PETS PER OF PETS

{millions) WITH PETS HOUSEHOLD SHARE

Dog 60.2 47.8% 1.5 BO.7
Cat 47.1 37.4% 240 4.2
Frestwater Fish 12.5 9.0% 1.1 139.3-
Bird 79 6.3% 206 20.3
Small Animal 67 5.3% 2.1 14.0
Raptite 4.7 A.7% 20 94
Horse 25 21% 29 76
Saltwater Fish 25 2.0% 7.5 1686
Any Pat 846 67.2% 3933
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The Indirect Economic Impact
of the Animal Health Industry
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Furthermore, investment in research and development
makes the US animal health industry a global leader in
developing and producing medicines, which are in high
demand in foreign markets. In 2016, US animal health
exports totalled more than $2.4 billion. This production
supports 4570 direct jobs or 21.5% of all animal health
manufacturing employment. The industry stands out
from other manufacturing industries; while the overall US
manufacturing sector runs trade deficits, the US animal
health manufacturers realise a trade surplus of nearly $1.5
billion.

Direct Economic Contributions

‘From dogs and cats to horses, birds, and fish, there are
nearly 400 million domestic pets here in the United States,”
explained Mathews. “When you add the more than 9.3
billion food-producing animals, it comes close to 10 billion
animals in our country. So of course, their health and care is
an economic driver in every state of the union.”

Companion Animals
Almost all dog and cat owners view their pets like members
of their family (95%).

The 84.6 households with pets own 89.7 million dogs
and 94.2 million cats, and they rely on routine veterinary
care and animal health products. The average household
spends $892 per year on pets, with about $313 of that spent
on pet food and the remainder on veterinary services,
medicine, supplies, pet purchase, and other services.

In total, Americans spent over $75.5 billion on their pets
in 2016, according to the Bureau of Labor Statistics.

As pet owners look for solutions to increase the length
and quality of life for their pets, cutting-edge treatments for
illnesses such as arthritis and cancer are becoming more
common. With the average lifespan of 10 years for a dog
and 15 years for a cat, households spend between $9106
and $13,391 over their pets’ lifetime. During this period, the
median expenditures for medicines are $5154 for a dog and
$5325 for a cat.

Food-producing Animals

“We could not have the consumer economy that we have
if food were expensive,” explained Dr Kahn. “Keeping food
animals healthy is extremely important.”

Agriculture and food-related industries directly
contributed almost $1 trillion to the US economy and
employed 21 million workers. US farmers and ranchers
raised over 9 billion animals valued at $180 billion.

Continued innovation in animal health products helps
farmers minimise losses from disease, illness, or other
causes of death. In 2015, 3880 cattle and calves were
reported as death loss, totaling $6.1 million in losses for US
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farmers and ranchers for cattle alone, and these losses
become substantially higher during disease outbreaks.
Vaccines can prevent $132 billion in losses from an outbreak
of foot and mouth disease (FMD): losses from FMD could
be as high as $188 billion, but with an emergency vaccine
strategy, they can be reduced to $56 billion.

Expanded Contributions: Indirect Economic and Public
Health Impact

In addition to the animal health industry’s direct economic
contributions through jobs, wages, exports, and taxes, the
benefits of its products support and enable other industries.

“‘We identified four distinct sectors that are directly
dependent on healthy animals to operate: veterinary
services, animal production, meat and dairy production,
and pet services,” said Mathews.

“‘When you add the impact of these sectors to that of
the animal health industry, they account for 2% of total US
output and employ about the same number of workers as
the population of the state of Kansas.”

Veterinary Services

Of the 359,103 workers employed in veterinary services,
79,600 (22.2%) are veterinarians and the remainder are
technical and administrative staff. The veterinary service
industry pays $13.4 billion in wages annually and generates
$415 billion in output. Nearly two-thirds of this output
comes from routine and emergency services for domestic
pets equalling $26.4 billion.

Animal Production

In 2016, farmers and ranchers generated over $184 billion in
output from raising cattle, pigs, chickens and other animails.
US beef cattle ranching and farming accounts for 41.5% of
total animal production output, followed by poultry and
egg production (22.6%), dairy cattle and milk production
(19.0%), and hog and pig farming (9.2%), with other animals
totalling 7.7%.

Meat and Dairy Production

The meat and dairy industries generate $317.5 billion in
output, directly support 634,048 jobs, and generate $27.0
billion in wages. Non-US markets rely on American meat
and dairy exports, which generates a combined $11.9 billion
trade surplus. Nearly half (48.8%) of US meat exports go to
Mexico ($3.85 billion), Japan ($3.25 billion), and Canada
($2.45 billion). Similarly, 49.0% of dairy exports go to Mexico
($1.4 billion), Canada éo.7 billion), and China (%0.4 billion).

Pet Services

Pet services includes animal trainers, groomers, pet
boarding facilities, and other companion animal support
services. This sector employs 105,262 workers, pays $2.2
billion in wages, and generates $4.8 billion in revenue.
Additionally, thousands of companion animals are
trained each year for human health and safety including
search and rescue, law and drug enforcement, and
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assistance for the blind and disabled. There are between
100,000 and 200,000 service animals (not including police,
forensic, or military dogs) in the US, of which about 10,000
are trained as Seeing Eye dogs. In total, these sectors
generated about $560 bilion in output and created
nearly 1.4 million jobs that paid $53.2 billion in wages in
2016.

Output Employment | Wages

($ millions) ($ millions)
Animal Health $11,434.1 21,257 $1,224.5
Related Industries $548,250.0 | 1,357,288 $51,995.5
Veterinary Services $41,578.0 359,103 $13,438.5
Animal Production $184,369.0 258,875 $9.394.0
Meat and Dairy Production | $317,535.0 634,048 $26,974.1
Pet Services $4,768.0 105,262 $2,188.9
Total $559,684.1 1,378,545 $53,220.0

Total Economic Impact, 2016

The Social Benefits of Healthy Animals

“The benefits of keeping animals healthy goes far beyond
dollars and cents, since animals themselves positively
affect their humans and the communities in which they live,”
explained Mathews. “Plus, discoveries and breakthroughs in
animal health can be applied to research and development
to advance human health research.”

Public Health

Animal medicines prevent the transmission of disease from
animals to humans. For example, humans are not routinely
vaccinated against rabies, however the rabies vaccine
used in pets creates a protective barrier between infected
animals and humans. Rabies is very well-controlled in the
United States where effective pet vaccination programmes
have all but eliminated cases in humans; however, in less
developed countries, the virus still causes about 59,000
deaths worldwide every year.

Food Safety and Availability

Animal vaccines reduce the prevalence of harmful
foodborne pathogens like E. coli, campylobacter, and
salmonella, which protects humans from diseases that
can be spread through contaminated food. Keeping
food-producing animals healthy and preventing disease
increases the amount of food available and improves the
affordability of meat and dairy products for consumers in
the United States. Each year, Americans consume 23.1 billion
pounds of red meat, 19.1 billion pounds of poultry, and 6.3
billion pounds of eggs.

‘One Health is really how human and animal medicine
relate, so it's important to safeguard these animals that
we're going to eat or drink milk from in order to keep us
safe,” said Dr Melinda McCadll, Louisa Veterinary Services in
Virginia, USA.

Companionship and Communities

Research shows that pets improve the lives of their owners
and may help them live longer. Furthermore, pet owners are
more likely to get to know people and get more involved in
their neighbourhoods than those without pets.

Companion animals can also improve mental and
physical health in humans, including reduced anxiety,
improved comfort, and increased mental stimulation.
Importantly, animal-assisted interventions can help
individuals with severe mental health issues such as
post-traumatic stress disorder, a condition that impacts
over 250,000 US veterans and results in 22 suicides per
day.
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Animal-assisted interventions and therapies improve
physical health, including lowering blood pressure and
helping children cope with autism. For adults hospitalised
for heart failure, patients reported 24% lower anxiety if
they received a visit from a volunteer dog team. Animal
companionship can even increase human lifespan;
research shows that individuals that own dogs had a 36%
lower risk of dying from cardiovascular diseases, and 11%
lower risk of a heart attack.

Human Health Research

Discoveries and advancements in animal health can
sometimes be applied to human health, most notably in
the field of vaccine development. Findings from animal
research can bridge the gap between results obtained in
discovery phases of human health research and advanced
research phases that lead to clinical trials. The discovery
phase often focuses on research findings in rodents, which
are not directly translatable to humans. Since companion
and food-producing animals have more similar physical
attributes to humans than rodents, discoveries in animal
health research can be applied to human health, resulting
in important advancements in medicines and vaccines for
humans. Some areas where animal health research can
be leveraged to expedite research and development for
human health include heart disease, cancer, allergies, and
arthritis.

Ron Phillips

Ron Phillips is vice president, govern-
ment and public affairs for the
Animal Health Institute, the US.
trade association that represents
companies that make animal
medicines. In that capacity he is
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responsible for directing the association’s lobbying
efforts on Capitol Hill and public affairs outreach
efforts, including media relations.

Email: rphillips@abhi.org
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