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commentary_ 

medical industrial complex 
excerpts from Health-Pac Bulletin, 
November, 1969 

The American medical care system 
has never been too healthy for people 
who are sick. But for those who have 
a loose dollar to invest ~ whose main 
interest in health is "healthy" earn 

ings, there couldn't be a better place 
to turn. Health, in America, has be 
come a big, profitable business, and 

everybody's getting in on it -- from 
the people who make perfume to the 
people who make napalm. The "health 

industry" used to mean just doctors 
and drug companies. Now it's doctors, 
drugs, hospital supplies, electronic 

equipment, computers, health insurance, 
construction, real estate, and profit 
making chains of hospitals and nursing 
homes. 

There's money in health today, 
big money. In the last 9 years, total 
U.S. annual expenditures for health 
care have increased from $27 billion 
to $62 billion. Despite rising expen 
ditures for war and space, the health 
share of the GNP is increasing, so 
that now the U.S. spends relatively 
more for health care than most other 
advanced countries. N? nation spends 
so much and gets so little. 

Most of the money which flows 

through the health delivery system to 
the health industry never returns to the 

delivery system in any medically useful 
form ? or in any form at all. First, a 

good five to ten percent is raked off 
directly as profits, and these by and 
large vanish into the larger economy, 

going to stockholders and going to fi 
nance company's expansions into other 

enterprises. 
The health industry is piously 

quiet about its profits, but outspoken 
in defense of its "costs". Prices are 

high, they claim, because of the enor 
mous costs of research, skilled manpower* 
meeting exacting standards, etc. But 
how much of the industry's research 

goes into a needless and dangerously con 

fusing proliferation of marginally dif 
ferent products ? like drugs which dif 
fer only in flavor, electronic equipment 
which differs only in console design, 
etc.? How much goes to plan the planned 
obsolescence in expensive hospital hard 
ware? How much of the costs go to 
clever and appealing packaging? How 
much for million dollar advertising and 
promotion campaigns? Money spent on 
these causes is not simply wasted. The 
needless proliferation of dazzingly ad 
vertised and packaged products is a 
health hazard. It prevents the buyer 
from making informed choices among pro 
ducts and mystifies him to the point 
where he will accept unquestioningly 
the industry's definition of what he 
needs and what he must pay for it. 

The doctors and hospitals which de 
liver health services are not up in arms 
about their growing subordination to the 
health industry. Far from it, they rely 
increasingly on the industry for their 
mystique. Only a doctor can select a 

drug for you from among 50 brand-names 
and 500 minor modifications. Only at 
a hospital can you receive the benefits 
of patient-monitoring, automated testing, 
disposable catheters, etc. In return, 
the deliverers of care lend their pro 
fessional prestige to the industrv: 
Doctors have always served as a front 
for the drug industry, testifying, 
advertising and dispensing, all in the 
best bedside manner. Similarly, the 

emperors of the nonprofit hospital 
system use the magical aura of their 
super-technological "centers of ex 
cellence" to cover for the inherent 
irrationalities of the hospital products 
industry. 

Faced with this growing Medical 
Industrial Complex, the public is still 
unarmed and helpless. There exists no 

public apparatus capable even of regu 
lating the broadening health industry, 

monitoring quality and controlling 
prices, much less determining social 

priorities for spending. The Food and 
Drug Administration has proved inadequate 
even to the narrow task of checking 
drug quality. More Federal money is 
desperately needed for health, but it 
will be wasted unless it brings with it 
mechanisms for controlling the health 
industry?controlling not just the tech 
nical quality of its product, but the 
developmental programs and spending 
priorities through which it controls 
the shape of the health services delivery 
system. 

The great boom of the 1960's in 
the health industries is largely the 
product of government subsidization of 
the market. For years the government 
has directly or indirectly fed dollars 
into the gaping pockets of the dealers 
in human disease. In addition to direct 

payments for health care, for educating 
health manpower, and for hospital con 

struction, it has granted tax deductions 
to individuals for their medical expenses, 
making their health dollars cheaper. It 
has expanded the purchasing power of 
"non-profit" hospitals by granting them 
tax exemptions and, until recently, by 
not applying minimum wage or labor 
relations laws to them. It has directly 
supported basic biological and chemical 
research to the tune of billions of 
dollars as well as sponsoring the 
dramatic advances in electronics. These 

technologies underlie many of the most 
profitable sectors of the health industry. 
And in 1966, the biggest government 
subsidy of all--Medicare and Medicaid 

got going. 
Only a small part of the new money 

being spent on health has gone to 
improve health care. For instance, 
community hospitals spent 16 percent 
more money in 1968 than they did in 1967. 
But they provided only 3.3 percent more 
days of inpatient care and 3.7 percent 
more outpatient visits. (Nobody noticed 
any 13 percent increase in the quality 
of care). Inflation in the cost of the 
same old health care has literally 
priced millions of lower middle income 
people out of the medical care market. 
At the same time, the institutions 
that provide health care to the poor 
are' in a state of complete collapse as 

rising costs run head-on into decaying 
finances. 
DRUGS 

The drug industry likes to think 
of itself as a sort of public service 

dispensing life and comfort and at the 
same time upholding the American, free 

enterprise way. Forbes magazine, which 
likes to think of itself as the "capi 
talist tool," much more honestly des 
cribes the drug industry as "one of the 
biggest crap games in U.S. industry." 
Any way you cut it, the drug industry 
is big and on the way to being bigger: 

There are 700 drug firms. Control 
is concentrated in the top fifteen, who 
sell more than half of all drugs. 

200,000 people are employed by drug 
companies all over the world. 100,000 
of these are Americans and 20,000 of 
them are the "detail men" who push 
prescription pills to private doctors. 

The industry spends one and a half 
billion dollars a year on advertising, 
twenty-five cents out of every sales 
dollar and more than three times as 
much as it spends on its much heralded 
research and development effort. 

What makes drugs the "biggest crap 
game," however, is profits. For the last 
ten years, the drug industry has held 
either first, second or third place 
among all U.S. industries in terms of 

profitability, outdistancing such obvious 
money-makers as the cosmetics, aerospace, 
recreation and entertainment industries. 

But the drug industry has seen 
better davs. Earlier leaps in profits 

grew out of major breakthroughs: anti 
biotics in the late 40's, tranquilizers 
in the late 50's and early 60's and 
birth control pills in the early and mid 
601 s. Nothing big has come along since 
"the pill" and even it is something of 
a disappointment. Efforts to push the 
pill beyond the 20 percent of eligible 
women who now use it have been checked 

by frowning mutters about annoying and 
often lethal side effects. "We're in a 

trough right now," says a top Merck-man, 
and some companies are beginning to 
wonder whether it's worth gambling on 
another wave of wonder drugs. 

When the neighborhood pusher feels 
the heat coming down on him, he begins 
to turn to new, but related, rackets. 
So with the drug companies, menaced by 
real or imagined regulation, the answer 
has been to diversify into anything which 
their technology and marketing skills 
prepare them for. As if by free 
association, drug companies have been 

turning to cosmetics, chemicals, hospita 
supplies and electronic equipment for 

hospitals. 
All this diversification by the 

once-staid drug manufacturers does not 

represent a flight from drugs. Pre 

scription drugs remain the most profit 
able line of the diversified companies, 
and the drug habit, once established, 
is hard to break. In fact, the most 

interesting trend in the drug industry 
is not diversification of the old-guard, 
but the influx of new industries, all 
potential drug addicts. Chemical com 

panies are leading the way. Dow Chemi 

cals, of Saran Wrap and napalm fame, 
began buying up small drug companies 
in 1960, and is now a major contender 
in the measles vaccine market. Other 
chemical new-comers are 3M (formerly 
Minnesota Mining and Manufacturing, the 

conglomerate which makes, among other 

things, Scotch Tape), Rohn and Haas, 
Union Carbide, Malinckrodt and Dupont. 
Cosmetic and soap companies such as 
Bristol Meyers, Colgate Palmolive, and 
Helene Curtis are not far behind in 
the rush for the drug markets. 

You don't have to be a member of 
the chemical/drug/cosmetics axis to get 
in on the drug action. For instance, 
American Home Products, Inc., maker of 

Boyardee foods, Guldens mustard and 

Gaypet products for animals also serves 

up nonprescription drugs such as 
Preparation H, Quiet World (a tranquili 
zer) and Sudden Action (breath freshener), 
and has become a big shot in the ethical 
drug world, owning Wyeth Labs as well 
as several smaller drug companies. 

This year the nation will spend 
over $62 billion on medical care, up 
more than 11 percent over last year and 
twice the 1960 level. $6 billion of 
this will flow into tire hands of the 
drug companies, almost $10 billion will 
go to the companies that sell doctors 
and hospitals everything from bed linen 
to electrocardiographs. $35 billion 
will be spent on "proprietary" (profit 
making) hospitals and nursing homes. 
The nation will purchase $6 billion 
worth of corrmercial health insurance 
and construction companies will build 
about $2 billion worth of hospitals. 
Additional billions will be raked in 
by private physicians. The health 
industry is big business, profitable 
business, and booming business. Stock 
broker Goodbody and Company clued-in 
its customers earlier this year: "Steady 
growth of the health industry...is as 
certain as anything can be"?as certain 
as death and taxes, in any event. 
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