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Abstract

The concept of a product lifecycle is widely used in industry and can be used to develop strategies to anticipate and manage
change. Although not widely recognized, the lifecycle of healthcare as a product in the United States also fits into this
framework. By this analysis, healthcare is a mature product and will need to be rejuvenated or face decline. There is some
evidence that improvements are taking place with modern quality initiatives.

INTRODUCTION

It is widely recognized in industry that market conditions
undergo changes over time leading to a product life cycle
that can be defined in stages. This process is used to help
predict and manage the strategies used to make the product
attractive to potential customers. 1 Although used widely for

such material things as cars and computers, this concept is
noticeably lacking from the medical literature if one
considers that healthcare is a product. Because of a
perception that there are few alternatives, there has been
little elasticity of demand in healthcare and costs have
remained high.2 Historically, medicine has been “exempt”

from traditional economic analyses and advances in quality
improvement programs but this is changing.3

Many services involve life and death issues such as food
safety, transportation (particularly airline) safety and law
enforcement. This paper will discuss some of the ways
medical care can be considered a product that can be looked
at in ways that industry has considered traditional for many
years. Hopefully by looking at existing information through
this “lifecycle lens” a different perspective can be obtained
that will help to bring greater understanding to this
confusing issue and ultimately initiate and propel changes
that will improve the healthcare system.

THE TRADITIONAL PRODUCT LIFECYCLE

Product output changes over time in relation to changing
conditions. Initially costs for research and development and
advertising are high and sales are low. As the public begins
to become more aware of the product there are more profits
but also more competition and this leads to specialization of
the product to differentiate it from the other similar products.

With time the market becomes saturated, the industry may
suffer from bureaucracy and government regulation and if
there is nothing done will start to decline. The primary
forces throughout this cycle are supply and demand working
in a functional market.1

THE LIFECYCLE OF MEDICINE IN THE UNITED
STATES

In contrast to many products or services, a significant part of
medical care operates, or is perceived to operate as a market
failure.4 Patients without resources receive care by law in

emergency departments.5 Hospitals charge insured patients

more for their care so they can care for the uninsured.6 Third

parties pay for most of the healthcare delivered. 7 Coverage

is linked to employment. Despite resistance to attempts to
create universal health care coverage, the federal
government, through Medicare and Medicaid, pays for much
of the healthcare provided in the United States.8 If the cost

and delivery of healthcare is examined as a whole, however,
it still follows the same trends described in the traditional
product lifecycle.

Independent physicians practicing with little regulation
characterized early medicine.9 There were discoveries, which

were marked as milestones but had not yet been turned into
large-scale industries. For example, Lister's work on
antisepsis during the mid-late 1800's,10 Basch's instrument to

measure blood pressure in 1887,11 the discovery of the

practical use of radiation for imaging by Roentgen in 1895,12

and the development of arsphenamine for the treatment of
syphilis.13 Because there were few expensive technological

advances, the cost of medical care was relatively low. For
the most part, medical expenses were paid in cash.
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The growth phase of medicine began during the late 19th

century and early 20th century. Increased competition along
with increasing knowledge created pressure for physicians to
develop medical specialties.14 For example the American

Board of Surgery was formed in 1934 for the purpose of
separating surgeons from other physicians.15 At that time a

surgeon might be characterized as a physician who had
specialized knowledge in anatomy and the instruments used
in surgery as well as having undergone a period of training
for surgery. Since that time, other specialties were created.
For example orthopedic surgery, neurosurgery and others
came into existence.16 The American board of Surgery even

created its own certificates of sub-specialization.15

Physicians underwent “turf” wars in which they would
compete to perform a certain procedure.17

Demand for medical care increased and Blue Cross-Blue
Shield, a health insurance company was formed.18 From

1940 through the 1960's there was a dramatic increase in the
number of commercial health insurance companies and the
people who had health insurance. Medicare and Medicaid
were programs initiated in 1966 and have grown
dramatically.19Examined this way, the real “growth” in the

industry of medicine was the growth of the health insurance
industry and its financing of the medical and pharmaceutical
industries.

Concerns over cost and quality have been the themes of the
mature phase of healthcare in the United States. In 2003 the
Centers for Medicare and Medicaid Services estimated that
healthcare consumed 15.3% of the Gross Domestic Product,
a larger percentage than any other country.18Problems in

quality were identified with the Institute of Medicine
(http://www.iom.edu) report To Err is Human: Building a
Safer Healthcare System that revealed that there were many
more errors in medicine than the public realized and that as
many as 44,000 to 98,000 people die in hospitals each year
as the result of medical errors.20Many of the attempts to

improve quality were failures. In one study of medical
litigation, for example, the severity of the patient's disability,
not the occurrence of an adverse event or an adverse event
due to negligence, was predictive of payment to the
plaintiff.21 Bureaucracy became pervasive.22 These

characteristics fit the pattern of a growth cycle at maturity.

THE CURRENT STAGE OF THE LIFECYCLE

Healthcare started as a service provided for a fee by
individual practitioners known for quality by word of mouth
advertising. It has grown predominantly in relation to the

growth of third party payers with quality still being
recognized to a large extent by word of mouth. Medicine at

the start of the 21st century is characterized by high cost,
high litigation, and an increasing perception that the quality
could be improved.

Frequently the consumer of medical care is the patient, but
because either the government or large industry pays much
of healthcare insurance premiums, these entities have come
to realize that they have a stake in the quality as well.23 The

Leapfrog Group (http://www.leapfroggroup.org), an
initiative created by the Business Roundtable
(http://www.businessroundtable.org), is a large-scale
employer driven attempt to improve the quality of medical
care. The Joint Commission on Accreditation for Healthcare
Organizations (JCAHO) has a new Center for Patient Safety
(http://www.jointcomission.org), and the Agency for
Healthcare Research and Quality (AHRQ), an organization
of the federal government, has the mission to “improve the
quality, safety, efficiency, and effectiveness of health care
for all Americans” (http://www.ahrq.gov). The Institute for
Healthcare Improvement (IHI), a non-for-profit
organization, seeks to “lead improvement of healthcare
throughout the world” (http://www.ihi.org).

The fact that governmental, commercial, and non-for-profit
organizations have all identified an interest in improving the
quality of healthcare suggests that the opportunity to
improve the product has not been missed. This will be easier
to evaluate over a longer period of time but optimistically a
“New and Improved” healthcare with more value to the
customers may be on the horizon. This innovation is in its
early stages and a marginal analysis that takes into account
the revenues, costs, and other effects should be performed to
approach this wisely. It took approximately 100 years to
reach the maturation phase and it may take another 20-30
years for the product cycle to be complete. To prevent
decline of the product, there will have to be a focus on value.
If value is the degree to which buyers think goods and
services make them better off,24 what is meant by value in

healthcare will have to be better defined.

VALUE IN HEALTHCARE

It has been said that management begins with
measurement.24What has been measured in medicine has

been limited, however. Early attempts to improve quality
dealt mostly with the structure of medical training. For
example the American Medical Association created the
Council on Medical Education to standardize the
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requirements for medical licensure.25 The Flexner report

dealt with the structure of medical training.26

The measurements that are likely to be most important
would be outcomes that the patient or their family would
want from their medical care. For example, mortality,
lengths of stay in the intensive care unit or in the hospital
have been termed “patient centered outcomes”.27 There is

some evidence that during the beginning of growth phase
there was active resistance to some attempts to examine
outcomes. Ernest Codman, a surgeon at Massachusetts
General Hospital, attempted to implement a “End Results
Analysis” which was opposed by much of the medical
staff.28 He published a book A Study in Hospital Efficiency

reporting his own outcomes in 1916.29 It is interesting that

despite being a relatively simple concept it took many
decades before there was mainstream interest in outcomes.30

Some of the primary ways employers have been trying to
improve the quality of healthcare include consumer directed-
healthcare, pay for performance, and disease
management.23All of these concentrate on cost and patient

centered outcomes. Access to care may be another way to
place value on healthcare. Favorable outcomes will only
affect patients actually receiving care in the healthcare
system. Some areas of the country still do not have adequate
access to some types of specialized care. For example,
trauma center access.31 Calculated shortages of physicians

also may not take into account the failure of many of these
physicians to provide emergency services.32

SUMMARY

The product of healthcare can be examined from many
different perspectives including that of the product lifecycle.
When examined this way it can be seen to follow the
traditional pattern despite having some elements of market
failure. Because medical care is a necessity, it has and will
also be delivered in some way. The manifestations of the
product cycle, therefore, are that the organizations involved
in providing, financing, and improving the quality of
healthcare change over time.

The introductory phase of medicine in the United States was
characterized by a focus on physicians and their discoveries,
most of which had only small profit potential at the time. In
the growth phase the character changed to financing by
insurance companies with a very large growth in
expenditures for hospitals, physicians, and medications. The
maturation phase brought government bureaucracy and a

realization that the quality for the amount of money spent
(value) was low. We are now at the point in the maturation
phase where the decisions that are made will determine
whether the product needs to be improved or a new one
developed. Government, non-for-profit, and commercial
industry have all created promising new organizations and
initiatives to prevent decline in the product. Because medical
care will continue to be delivered, these and other
innovations will be required to prevent the decline.

CORRESPONDENCE TO

John Kepros MD jkepros@pol.net (517)364-2616

References

1. Levitt T. Exploit the Product Life Cycle. Harvard
Business Review. 1965;43(November-December):81-94.
2. Nahata B, Ostaszewski, K., Sahoo, P. Rising Healthcare
Expenditures: A Demand-Side Analysis. Journal of
Insurance Issues. 2005;28:88-102.
3. Fassett WE. Patient Safety and Quality Improvement Act
of 2005. Ann Pharmacother. May 2006;40(5):917-924.
4. Donnelly L. Market. When F is for failure. Health Serv J.
Sep 29 2005;115(5975):14-15.
5. Ballard DW, Derlet RW, Rich BA, Lowe RA. EMTALA,
two decades later: a descriptive review of fiscal year 2000
violations. Am J Emerg Med. Mar 2006;24(2):197-205.
6. Tyrance PH, Jr., Himmelstein DU, Woolhandler S. US
emergency department costs: no emergency. Am J Public
Health. Nov 1996;86(11):1527-1531.
7. Heitzman R. The business associate brain teaser: a look at
problems involving the business associate regulations under
the Health Insurance Portability and Accountability Act of
1996. Ann Health Law. 2002;11:159-194, table of contents.
8. CMS. http://www.cms.hhs.gov/default.asp. 2006.
9. Ober KP. The pre-Flexnerian reports: Mark Twain's
criticism of medicine in the United States. Ann Intern Med.
Jan 15 1997;126(2):157-163.
10. Francoeur JR. Joseph Lister: surgeon scientist
(1827-1912). J Invest Surg. May-Jun 2000;13(3):129-132.
11. Chavez Dominguez R, de Micheli A. [Epistemological
focus on sphygmomanometry]. Rev Invest Clin. Jan-Feb
2002;54(1):84-91.
12. Gagliardi RA. The American Roentgen Ray Society,
1900-2000: reflections and projections. AJR Am J
Roentgenol. Sep 2000;175(3):903-907.
13. Gensini GF, Conti AA, Lippi D. The 150th anniversary
of the birth of Paul Ehrlich, chemotherapy pioneer. J Infect.
Mar 24 2006.
14. Weisz G. The emergence of medical specialization in the
nineteenth century. Bull Hist Med. Fall 2003;77(3):536-575.
15. ABS. http://www.absurgery.org. 2006.
16. ABMS. http:/www.abms.org. 2006.
17. Gearon CJ, Fields H. Medicine's turf wars. US News
World Rep. Jan 31-Feb 7 2005;138(4):57-60, 62, 64.
18. Wikipedia. http://en.wikipedia.org. 2006.
19. Kulesher RR. Medicare-the development of publicly
financed health insurance: Medicare's impact on the nation's
health care system. Health Care Manag (Frederick). Oct-Dec
2005;24(4):320-329.
20. Kohn LT, Corrigan J, Donaldson MS. To err is human:
building a safer health system. Washington, D.C.: National
Academy Press; 2000.
21. Brennan TA, Sox CM, Burstin HR. Relation between



The Product Life Cycle of Healthcare in the United States

4 of 5

negligent adverse events and the outcomes of medical-
malpractice litigation. N Engl J Med. Dec 26
1996;335(26):1963-1967.
22. Himmelstein DU, Woolhandler S. A national health
program for the United States. A physicians' proposal. N
Engl J Med. Jan 12 1989;320(2):102-108.
23. Blumenthal D. Employer-sponsored health insurance in
the United States--origins and implications. N Engl J Med.
Jul 6 2006;355(1):82-88.
24. Maital S. Executive economics: ten essential tools for
managers. New York Toronto
New York: Free Press;
Maxwell Macmillan Canada;
Maxwell Macmillan International; 1994.
25. Report on medical licensure. Council on Medical
Education. Jama. Apr 1 1988;259(13):1994-2001.
26. Hoover EL. A century after Flexner: the need for reform

in medical education from college and medical school
through residency training. J Natl Med Assoc. Sep
2005;97(9):1232-1239.
27. Bergman S, Feldman LS, Barkun JS. Evaluating surgical
outcomes. Surg Clin North Am. Feb 2006;86(1):129-149, x.
28. Shackford S. How then shall we change? J Trauma. Jan
2006;60(1):1-7.
29. Passaro E, Jr., Organ CH, Jr. Ernest A. Codman: the
improper Bostonian. Bull Am Coll Surg. Jan
1999;84(1):16-22.
30. Birkmeyer JD. Relation of surgical volume to outcome.
Ann Surg. Nov 2000;232(5):724-725.
31. Branas CC, MacKenzie EJ, Williams JC, et al. Access to
trauma centers in the United States. Jama. Jun 1
2005;293(21):2626-2633.
32. Cooper RA. There's a shortage of specialists: is anyone
listening? Acad Med. Aug 2002;77(8):761-766.



The Product Life Cycle of Healthcare in the United States

5 of 5

Author Information

John Kepros, M.D.
Michigan State University

Benjamin Mosher, M.D.
Michigan State University

Cheryl Anderson, MSA, RN
Michigan State University

Penny Stevens, MSN, RN
Sparrow Hospital


