
Introduction

The Cost of Innovation

In medical innovation, the United States more than beats 
out the competition for most medical research 
publications, most medical device companies, and across 
86 different metrics of medical innovation, was found to 
be at the top of the pack internationally. [1] Curiously, 
national health is declining -- every year since 2017 life 
expectancy has decreased. [2] At the same time, health 
disparities are increasing; there was a 10 year life 
expectancy gap between earners of the  top and bottom 
5% of income in 2014. [3]

[4]

Why have healthy disparities continued to rise even as 
medicine becomes more advanced?

Economists are in agreement that growth in health 
expenditure is mainly due to technological advancement. 
The rate of growth in health care expenditures has grown at 
a pace double the rate of inflation, meaning that the price of 
healthcare exceeds the rate of growth of the economy as a 
whole. [5]  This sets medicine apart from other industries, as 
typically “technological change is identified as the primary 
driving force behind improved productivity and economic 
growth,” and is cost-reducing. [6] In 2018, 25% of Americans 
reported they struggled to afford their health insurance 
plan, 40% worried about an unexpected medical expense, 
and 51% put off seeking care due to the expense, 13% of 
whom got worse as a result. [7]

An important discussion in the skyrocketing costs of 
American healthcare is the lack of cost containment 
mechanisms for the medical industry. There are two 
primary cost containment mechanisms for healthcare:

1. Expenditure caps, like those in Canada and Germany, link 
fees for service with quantity, essentially setting a yearly 
expenditure for physicians, and adjusting the fee per 
service to match.

2. Global budgets set a hospital budget for all services in a 
year, and thus require negotiation between payers and 
providers, in addition to a single payer system. 

Incentives to Innovate
● In a fee-for service system, medical practitioners are 

incentivized to adopt new technology
● Doctors face competition within the medical 

community, and therefore are incentivized  to adopt 
innovation early and often

● Hospitals compete with each other and for doctors and 
patients, therefore also needing to stay current with 
latest medical trends

● Compared to other countries, American patients are 
more likely to expect medical innovation [8]

Theoretical Frameworks
1. As economic inequality increases, the health needs of the 

rich and poor diverge, which in turn lowers social 
spending on health. [13], [14]

2. Innovation and the adoption of technological 
improvements reinforce class stratification, leading to 
the health-poverty trap. [15], [16]

3. The state exercises power over medical innovation firms 
through subsidies, and thus motivates the rise of medical 
innovation, and in conjunction with the lobbying of 
innovation firms, contributes to the rise in healthcare 
expenditure. [17]

Better for whom?
In 2004, a study on mortality rates of preventable and less 
preventable disease found that disparities between those of 
high and low socioeconomic status were much greater for 
highly preventable diseases, such as CoPD and pneumonia, 
than harder to prevent diseases, such as prostate and 
pancreatic cancer. [9]  This suggests that the innovation 
driving up healthcare costs is perhaps not an urgent goal – it 
is diseases that are more treatable and preventable that are 
still fatal for those of low socioeconomic status.

A study of once deadly diseases with substantial gains made 
in prevention or treatment over time similarly found that 
when advancements were made, disparities emerged. In the 
1950s, heart disease was equally common in blacks and 
whites, and equally fatal. While mortality in both groups has 
decreased over time, heart disease was fatal for 324 African 
Americans 100,000 in 2000, but only the cause of death for 
253 out of 100,000 whites. Similar findings for 
socioeconomic status were found for other now treatable 
diseases like colon cancer and lung cancer. [10] In 1985, 
some gains had been made, and the infant mortality rate for 
whites was 8.2 out of 1,000 and 17.1 for blacks. In the 
following decade, substantial reduction in infant mortality 
was achieved, and for white infants, mortality fell by 37%, 
while for blacks it fell by 23%.[11] High cholesterol, which 
can lead to heart attacks, strokes, and other cardiovascular 
diseases, was more prevalent in American of higher 
socioeconomic status, but the trend reversed upon the 
advent of cholesterol-controlling statins. [12]

Findings
1. Healthcare costs are rising while our national health is 

somewhat deteriorating, innovation is driving those 
costs, and there are few effective mechanisms in place 
which contain the high costs of healthcare

2. The innovations we pay so much for do not improve 
American health in an equitable fashion, and sometimes 
do not have a positive effect at all

3. As costs rise and health outcomes becomes less equitable, 
healthcare also becomes increasingly inaccessible. 

4. As healthcare becomes less accessible, the medical 
interests of wealthy and average citizens diverge. 

5. At the same time, medical innovation firms have found a 
way to influence the state and produce even more 
innovation.

Conclusion
American medical innovation benefits the few and manages 
to hurt the many. As innovation drives up costs, healthcare 
becomes increasingly out of reach. In this way, healthcare 
has come to produce winners and losers, and increasingly, 
the healthcare system can be understood to be an 
instrument of inequality itself – one is encoded with 
economic inequality that produces health inequality

This two-tiered healthcare system has far reaching 
implications. As those unable to afford medical care fall into 
poorer health, they also may miss out on income advancing 
opportunities, and thus fall victim to the heath-poverty trap. 

The power of corporate and moneyed interests over 
politicians and politics for their own economic gain is 
characteristic of contemporary American politics. But we 
should not concede that these interests can also determine 
who can afford care, and effectively, the distribution of 
quality and longevity of life. The costs of innovation 
ultimately may not be worth it if they erect barriers so high 
that most Americans are left with increasingly diminished 
return from money spent on healthcare.
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