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In May 2020, Mr. B., a 45-year-old Black Ameri-
can man with a history of insulin-dependent 
type 2 diabetes, was hospitalized for SARS-CoV-2 

pneumonia. He was a home health care worker who 

traveled to his clients’ homes us-
ing public transportation. Mr. B. 
lived with his wife and two chil-
dren. His children were attending 
school remotely because of the 
Covid-19 pandemic. Prior to his 
hospitalization, Mr. B. had been 
having difficulty breathing and 
had a mild fever, but he contin-
ued to work because he was the 
sole source of support for his fam-
ily and needed money to pay for 
his insulin. Eventually, his symp-
toms worsened, necessitating ad-
mission to the hospital.

Mr. B’s case reflects the diffi-
culties many people have faced 
during the global pandemic, which 
have starkly illuminated the im-
portance of public health inter-

ventions. Despite the development 
of effective SARS-CoV-2 vaccines, 
many experts have argued that 
preventive behaviors such as mask-
ing, frequent testing, and physi-
cal distancing continue to be crit-
ical for reducing disease spread. 
But adoption of these behaviors 
has been far from universal, and 
the burden of disease has fallen 
disproportionately on marginal-
ized populations such as racial 
and ethnic minorities, low-income 
adults, and disabled persons.

We believe that economics can 
critically inform public health ef-
forts to address such challenges. 
Alfred Marshall, writing in 1890, 
defined economics as “a study of 
mankind in the ordinary business 

of life . . . [that] examines that 
part of individual and social ac-
tion which is most closely con-
nected with the attainment and 
with the use of material requi-
sites of well-being.” Put simply, 
economics is the study of trade-
offs that individuals, institutions, 
or countries face when making 
decisions under resource and time 
constraints. Although public health 
practitioners and researchers un-
derstandably focus primarily on 
improving health, economists view 
health as but one, albeit an im-
portant, component of what peo-
ple may value.1 This insight is a 
key aspect of economics’ utility 
for informing public health policy.

Economic modeling can be 
complex, but the key concepts 
that can guide decision making 
are intuitive and accessible to non-
economists. Mr. B.’s case pro-
vides a useful starting point for 
understanding how we can use 
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economic insights to increase 
population-level adoption of pre-
ventive behaviors and reduce in-
equalities in health outcomes (see 
table).

The first step in building an 
economic model is to identify the 
relevant actors (i.e., the parties 
whose health, and adoption of 
health behaviors, we wish to max-
imize). In this case, Mr. B. is the 
main actor. Next, we must iden-
tify the benefits these actors 
accrue from adopting a health-
related behavior. Is adopting this 
behavior a priority? If so, how 
does it rank relative to compet-
ing priorities? People may over-
look the benefits of a particular 
behavior, including how it im-
proves their health. Conversely, 
they may not fully account for 
the true costs of their behavior to 
others or society (especially when 

that behavior increases the risk of 
making others ill) or the costs to 
public health departments (i.e., 
negative externalities). Mr. B., for 
his part, believed that physical 
distancing was important for 
avoiding infection for himself and 
his family, neighbors, and clients.

In addition, we need to under-
stand the individual and struc-
tural costs and constraints that 
make adopting health-related be-
haviors more difficult for some 
people than for others. For Mr. 
B., practicing physical distancing 
came with a significant opportu-
nity cost: his job could not be 
done from home. Thus, physical 
distancing would mean losing 
much-needed wages. Structural 
constraints also played a large 
role in Mr. B.’s decisions. People 
of color are disproportionately 
employed in low-wage industries 

in which occupational exposures 
to SARS-CoV-2 have been elevated, 
yet which provide relatively few 
worker protections such as health 
insurance and sick leave.2 For ex-
ample, the home health care in-
dustry successfully argued that 
their workers should be exempt 
from the 2020 Coronavirus Aid, 
Relief, and Economic Security 
(CARES) Act, lest its provisions 
for paid family and sick leave re-
sult in worker shortages. In addi-
tion, Black men like Mr. B. are 
often compelled to weigh the 
competing risks of going mask-
free and being more likely to 
contract SARS-CoV-2 or wearing 
a mask and potentially being sub-
ject to racial profiling. Economic 
analyses must also consider cog-
nitive or psychological costs.3 
Changing recommendations and 
politicized messaging regarding 

Key Components of Economic Models in Public Health.

Factors Informing Trade-off Description Example from Covid-19 Pandemic

Benefits

Real or perceived value of action Beliefs regarding protective benefits of health- 
related behaviors vary.

Some people perceive strong benefits of wearing a 
mask, but others may not.

Relative priority of taking action Avoiding disease may be at top of mind or just  
one of many life priorities.

Getting vaccinated is important to people, but so is 
managing other health needs and life challenges.

Benefits to others (externalities) Adoption of a behavior may have positive or 
 negative effects on other people.

Hand washing or masking reduces disease spread to 
others. Conversely, failing to practice physical dis-
tancing can increase disease risk to others.

Costs and constraints

Monetary A financial investment may be required to adopt  
a health-related behavior.

Masks and rapid test kits need to be purchased.

Physical Taking an action may result in physical discomfort. Vaccination may cause pain at the injection site.

Opportunity Activities may need to be forgone as a result of 
adopting a health-related behavior.

Wages or caregiving time may be lost as a result of 
the travel, wait, and encounter time needed to 
 obtain a test or vaccine for SARS-CoV-2.

Cognitive Mental energy or “bandwidth” may be required  
to adopt a health-related behavior.

People must assess constantly changing information 
about the most effective mask types to prevent 
disease spread or the efficacy of vaccines.

Psychological Mental discomfort or stigma may be a factor  
when undertaking a health-related behavior.

Some people have fears of vaccine side effects or feel 
judged in a health care setting.

Structural Historical and contemporary macrolevel systems 
and institutional forces reinforce inequities by 
creating barriers to adopting health-related 
 behaviors for some groups but not others.

Structural discrimination has led to a disproportion-
ate share of people of color working in low-wage 
industries that provide fewer workplace protec-
tions.
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preventive behaviors (e.g., the 
benefits of masking, what kinds 
of masks provide sufficient pro-
tection, and when masks can be 
removed) put the burden on in-
dividuals to analyze competing 
messaging. Such analysis may be 
difficult for people who face nu-
merous cognitive burdens imposed 
by challenges such as precarious 
employment.

Applying economic analysis to 
Mr. B.’s case clarifies the bene-
fits and costs of adopting pre-
ventive health behaviors in popu-
lations facing high morbidity and 
mortality from Covid-19. It there-
by offers some useful insights 
that public health policymakers 
can apply to many different dis-
eases.

First, information campaigns 
may be only minimally effective, 
since, alone, they would do little 
to alleviate the fundamental trade-
offs people face when adopting 
physical distancing or masking. 
Moreover, one-size-fits-all mes-
saging and implicit or explicit 
blaming of individuals for not en-
gaging in preventive health be-
haviors may undermine trust, since 
this type of messaging may lead 
people to question whether policy-
makers empathize with them as 
they grapple with complex deci-
sion making during the current 
pandemic. This disconnect could 
further undermine other disease-
prevention efforts, such as con-
tact tracing and vaccination cam-
paigns.

Second, though the presence 
of externalities can motivate the 
use of policies such as physical 
distancing mandates (as well as 
incentives and penalties), econom-
ic analyses suggest that the bur-
den of such policies may affect 
groups unequally. Mandatory busi-
ness closures, for example, may 

have some infection-control bene-
fits, but the resultant loss of in-
come may harm some popula-
tions (e.g., low-income workers 
such as Mr. B.) more than others.

Third, an economic analysis of 
Mr. B.’s case illuminates the im-
portance of social and economic 
policies that can alleviate finan-
cial hardship. Policies such as 
paid sick leave, eviction morato-
ria, cash transfers, and enhanced 
unemployment benefits can help 
reduce the costs of practicing 
physical distancing, while also 
bolstering overall well-being dur-
ing times of crisis. These policies 
need to be implemented in a way 

that is mindful of cognitive and 
opportunity costs, since burden-
some processes for applying for 
public benefits may make it dif-
ficult for people with challenging 
life circumstances to access them.

Fourth, an economic analysis 
highlights the importance of inter-
vening to reduce structural con-
straints. Policies aimed at improv-
ing access to personal protective 
equipment for home health care 
workers, providing them with their 
own health care, and including 
them in federal relief packages 
can help reduce disease trans-
mission among essential workers 
like Mr. B. who would not other-
wise be able to take time away 
from work.

Fifth, viewing Mr. B.’s case 
through an economic lens illu-
minates the variability of the 

personal and community circum-
stances that shape the trade-offs 
involved in engaging in preven-
tive behaviors. Though national 
studies and data are helpful 
guides, public health approaches 
informed by economic models 
that account for local context are 
essential for creating effective 
policies for a given area or group.

The insights gained from ap-
plying economics to Mr. B.’s case 
can also be applied to the broad-
er, macrolevel trade-offs in public 
health investments. At a national 
level, public health spending in 
2018 was $93 billion, as com-
pared with health care spending 

of $3.6 trillion (in 2018 dollars) 
— or 2.5 cents for every health 
care dollar. Public health spend-
ing remained flat or declined be-
tween 2008 and 2018, with the 
most dramatic reductions in state 
spending occurring in the areas 
of maternal, child, and family 
health and environmental health. 
Mean per capita state spending 
decreased from $80.40 to $75.83 
during that period.4

Meanwhile, local health care 
systems are increasingly interven-
ing to influence social determi-
nants of health, such as housing. 
The increasing centrality of health 
care systems in the provision of 
health care and social services 
may come with trade-offs. For 
example, whereas health care or-
ganizations have more financial 
resources than public health and 

We need to understand the individual  
and structural costs and constraints that  
make adopting health-related behaviors  
more difficult for some people than for others.
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social service agencies, they may 
be less effective or less efficient 
in addressing social determinants 
of health than those agencies, 
which may have more knowledge 
and practical expertise in up-
stream drivers of health.5 Under-
standing how these trade-offs in-
form optimal allocation of scarce 
societal resources will be critical 
to improving population health, 
particularly in marginalized pop-
ulations. Discussions of trade-
offs must recognize the fact that 
policymakers may assign widely 

varying weights to 
specific benefits and 
harms in their deci-
sion making (e.g., 

ongoing debates over school clo-
sures during the pandemic). Many 
economists would argue that the 
people who stand to be most af-
fected by a given policy or health 
condition should be the ones to 
determine how to weigh various 
benefits and harms.

Public health practitioners 
come from a wide range of disci-
plines that reflects the multifac-
eted range of problems they must 
tackle. Economics meaningfully 
adds to these perspectives by 
clarifying key trade-offs and illu-
minating new policy options — 
including those that go beyond 
the delivery of public health ser-
vices. A key contribution of eco-
nomics to public health is the 
elucidation of complex trade-offs 
that may affect health-related be-
haviors, which include nonmon-
etary costs and benefits that are 
often ignored by policymakers. 
Economic models can help pub-
lic health policymakers craft more 
equitable policies that more fully 
account for the lived experiences 
and realities of various popula-
tions.

Disclosure forms provided by the authors 
are available at NEJM.org.

From the Departments of Population Health 
Sciences and Obstetrics and Gynecology, 

University of Wisconsin–Madison, Madison 
(T.G.); and the Department of Medical Eth-
ics and Health Policy, Perelman School of 
Medicine, and the Leonard Davis Institute 
of Health Economics, University of Penn-
sylvania, Philadelphia (A.S.V.). 

This article was published on January 29, 
2022, at NEJM.org.

1. Cawley J. An economic framework for 
understanding physical activity and eating 
behaviors. Am J Prev Med 2004; 27: Suppl: 
117-25.
2. Yearby R, Mohapatra S. Structural dis-
crimination In COVID-19 workplace protec-
tions. Health Affairs Blog. May 29, 2020 
(https://www . healthaffairs . org/  do/  10 . 1377/ 
 hblog20200522 . 280105/  full/  ).
3. Mullainathan S, Shafir E. Scarcity: the 
new science of having less and how it de-
fines our lives. New York:  Picador, 2013 
(https://us . macmillan . com/  books/ 
 9781250056115).
4. Alfonso YN, Leider JP, Resnick B, Mc-
Cullough JM, Bishai D. US public health ne-
glected: f lat or declining spending left 
states ill equipped to respond to COVID-19. 
Health Aff (Millwood) 2021; 40: 664-71.
5. Gondi S, Beckman AL, McWilliams JM. 
Hospital investments in housing — banner 
of change or red flag? JAMA Intern Med 
2020; 180: 1143-4.

DOI: 10.1056/NEJMp2104360
Copyright © 2022 Massachusetts Medical Society.Using Economics to Inform Public Health Policy

Automatic Insurance Policies

Automatic Insurance Policies — Important Tools  
for Preventing Coverage Loss
Adrianna McIntyre, Ph.D., M.P.H., M.P.P., and Mark Shepard, Ph.D.  

The Affordable Care Act (ACA) 
is more than a decade old, 

but universal health care cover-
age in the United States remains 
elusive. An underappreciated fact 
about the roughly 28 million un-
insured Americans is how many 
of them already qualify for subsi-
dized coverage. It has been esti-
mated that 57% of uninsured 
people in 2019 qualified for Med-
icaid or subsidized marketplace 
coverage, and 40% qualified for 
insurance plans with no premi-
ums — either Medicaid or state 

health insurance marketplace 
plans (typically plans in the least-
generous “bronze” tier).1 To re-
duce the proportion of uninsured 
Americans, policymakers have fo-
cused on increasing marketplace 
subsidies and persuading hold-
out states to expand Medicaid. 
But policies that broaden eligibil-
ity for affordable coverage, though 
necessary, are unlikely to com-
pletely close the coverage gap.

Affordability-based policies do 
little to address the administra-
tive burdens involved in securing 

and maintaining health coverage. 
People must navigate complicat-
ed and onerous systems to apply 
for, enroll in, and retain insur-
ance. There is growing evidence 
that even minor hassles substan-
tially reduce take-up. Conversely, 
policies that remove barriers and 
make it easier to stay insured can 
help shrink the ranks of the un-
insured.

The American Rescue Plan Act 
(ARPA), enacted in March 2021, 
improved insurance affordability, 
at least temporarily. ARPA allowed 
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