
VIEWPOINT

It is popular in certain circles to attack the very 
idea of economic growth. One criticism some-
times made is that countries like the United 
States that are exceptionally rich by global stan-
dards have lower levels of life expectancy at 
birth than countries of more modest wealth. Yet 
the positive relation between economic growth 
and life expectancy is far more robust than sug-
gested by such simple comparisons. In fact, the 
institutions that generate economic growth are 
both directly and indirectly tied to our ability to 
lead longer—and healthier—lives.

The idea of a connection between economic 
growth and health outcomes has a long trad-
ition.1 The generally advanced mechanism is that 
higher incomes are associated with better and 
more stable diets that ward off multiple diseases 
and avoid stunting during periods of privation.2 
This effect is particularly strong for children who 
reap clear nutritional benefits in their formative 
years thanks to their parents’ higher incomes. In 
turn, these improved health outcomes also 
stimulate economic growth, as people who live 
longer, healthier lives tend to be more product-
ive, creating a virtuous cycle.3 

This direct channel, however, does not explain 
the majority of declines in mortality (and thus 
improvements in life expectancy).4 While it is 
quite strong at low levels of income and life ex-
pectancy, so that initial increases in income can 
have large positive effects, these improvements 
shrink beyond a certain income level. Thus, while 
more income is always beneficial to health out-
comes, it is decreasingly so as a country grows 
richer.5

Many thus emphasize the role of public health 
interventions as the driver of improvements at 
higher income levels.6 There are, however, three 
problems with disregarding the important role of 
economic growth in improving health and lon-
gevity. First, there is a large share of the global 

population that remains quite poor and thus 
stands to benefit mightily from economic growth. 
Second, government interventions tend to be 
more effective in richer societies, as economic 
growth enables interventions or permits the de-
velopment and deployment of new technologies 
by the public sector.7 Third, and most importantly, 
there is a biological frontier to life expectancy ex-
plaining the declining health returns from eco-
nomic growth.

A BETTER LIFE EXPECTANCY METRIC
Substantial life expectancy improvements are 
easier to achieve from a low level than from a 
high level. This increasing difficulty for purely bio-
logical reasons makes it nearly automatic that 
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Sources: Groningen Growth and Development Centre, Historical 
Development Maddison Historical Statistics Releases, Maddison 
Project Database 2020, last modified May 23, 2022; Chelsea Follett 
and Vincent Geloso, “Global Inequality in Wellbeing Has Decreased 
across Many Dimensions,” Cato Institute, forthcoming.
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improvements from economic growth would 
taper off. These biological limits are difficult (but 
not impossible) to push.

Moreover, countries that are nearer to these lim-
its have enjoyed considerable declines in the pro-
portion of life spent in disability, with older 
people more likely to still be physically and men-
tally healthy.8 Given that the quality of each year 
lived matters, not just the number of years lived, 
using simple life expectancy at birth as a metric 
can miss an important part of the picture.

This is why many economists suggest using an 
index of life expectancy that gives more weight 
to achievements near our biological limits.9 After 
all, it is far more impressive to increase life ex-
pectancy by a year when many live to 85 and be-
yond than when the average lifespan is just 35. 
Figure 1 depicts the adjusted correlation general-
ly employed by these economists.10 As can be 
seen, there are no diminishing effects of income 
on our ability to secure equally difficult improve-
ments in health outcomes.

THE ROLE OF DRUG INNOVATION 
& INSTITUTIONS
A potent illustration of our ability to tackle diffi-
cult health issues once we become wealthier can 
be seen in the role of pharmaceutical drug de-
velopment. Constant biopharmaceutical innova-
tion has allowed for the treatment of diseases 
once considered incurable. This has not only re-
duced mortality rates, but it has also reduced dis-
ability rates so that healthy life expectancy has 
increased.

One study of 52 countries found that the de-
velopment of new drugs explained 40% of the 
gains in life expectancy from 1986 to 2000.11 Other 
studies have shown that a sizable share of these 
gains in rich countries like the United States and 
New Zealand come from reductions in mortality 
risks after age 65.12

The investments necessary to develop new drugs 
are far easier to make in rich societies that can af-
ford to spend more on research and develop-
ment.13 Moreover, the researchers, innovators, and 
entrepreneurs who undertake long, expensive 
drug research and development projects need a 
guarantee that the fruits of their labour will not 
be confiscated or diminished by government fiat.
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This is why elements of economic freedom—
notably the protection of property rights and un-
hampered market prices—are intimately tied to 
the ability to make such investments. Economically 
free societies also generally enjoy far faster rates 
of economic growth and higher levels of income 
than less free societies,14 which again directly fos-
ter the development of new medical care tech-
niques and biopharmaceuticals.15

Simply put, one cannot disentangle the institu-
tions that generate economic growth from those 
that generate improved health outcomes for the 
population.

Index =
ln(Max‒Min)‒ln(Max‒Life Expectancy in Country)

ln(Max‒Min)


