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Some Economics of Health 
Promotion: What We Know, Don’t 
Know and Need to Know Before 
Spending to Promote Public Health
Alan Shiell, PhD, and Karen McIntosh, MA

As defined by the World Health Or-
ganization, health promotion is 
the process of enabling people to 

increase control over the determinants of 
health and thereby improving their health.  
Building a superficial economic case for 
increased spending on health promotion is 
not difficult.  First, the burden of chronic 
disease is large and ever increasing.  Second, 
this burden is linked to the large, ever-in-
creasing and allegedly unsustainable levels 
of spending on health care.  Third, most 
chronic diseases are preventable by nature. 
Sometimes the argument stops there.  The 

implication is that since disease is both 
costly and preventable, spending more on 
health promotion to prevent disease will 
save money.  In other cases, the argument 
is bolstered by calculating the savings that 
could be made if just a small proportion 
of the current burden of disease was pre-
vented and by citing examples of relevant 
preventive interventions that generate net 
savings in health care costs.

A good illustration of this approach is 
provided by the Centers for Disease Con-
trol.  They report that more than 125 mil-
lion Americans are living with chronic dis-

Alan Shiell, PhD, is Professor of Health Economics in the 
Department of Community Health Sciences at the University of 
Calgary and a member of the Markin Insitute and an AHFMR 
Senior Health Scholar.  He has been researching the economics 
of public health for fifteen years in an effort to increase the 
number and improve the quality of economic evaluations of 
health promoting interventions, especially those tackling the 
social determinants of health.  Karen McIntosh, MA, has recently 
joined the Markin Institute at the University of Calgary as a Senior 
Research Assistant.  Her research interests include the economic 
evaluation of health promotion interventions and the economics 
of neighborhood effects. 



22   Harvard Health Policy Review

Features

eases such as diabetes and cardio-vascular 
disease.1  Chronic disease kills more than 
1.7 million Americans each year.  It is re-
sponsible for 70% of all deaths, 30% of 
potential years of life lost and 75% of all 
health care expenditures.  The direct medi-
cal care costs of treating diseases associated 
with just three risk factors—tobacco use, 
obesity and physical inactivity—exceed 
$250 billion annually.  After factoring in 
the value of production that is lost because 
people are sick or die prematurely, the so-
cial cost of chronic disease nearly doubles 
in magnitude.  The evidence seems to sug-
gest that health promotion is undoubtedly 
a cost-effective alternative.  

In defense of this approach, each of the 
three risk factors highlighted by the CDC 
is preventable, and evidence exists to sug-
gest that preventive interventions represent 
good monetary investments.  For example, 
comprehensive work-place health promo-
tion programs that address all three risk 
factors together often report a net return 
in excess of $3 for every $1 that is spent by 
the company.2  Even when preventive pro-
grams do not save money, they often rep-
resent remarkably good value in terms of 
the health gains that they buy. For exam-
ple, tobacco cessation programs often cost 
less than $5,000 for every year of healthy 
life gained.3  The value of these programs 
can be seen when they are compared with 
standard health care interventions such as 
kidney transplantation ($24,000 per year 
of healthy life gained) or liver transplan-
tation ($51,000 per year of healthy life 
gained).4,5

Yet despite the apparent ease with which 
such economic cases can be made, the US, 
Canada, Australia and the UK spend less 
than five cents in every health dollar on 

prevention, despite the role that health 
promotion might play in dealing with per-
ceived crises in health care spending.6  If 
the economic case for health promotion 
is as easy to make as we have suggested 
in our opening paragraphs, then why has 
the message not been picked up by the 
policymakers?  Is the economic evidence 
not as strong as it seems, or are there other 
reasons why the evidence has not yet been 
translated into policy? 

The answer to the latter question is a 
little bit of both.  The economic evidence 
is not as uniformly supportive of health 
promotion as selected picks from the lit-
erature would have one believe.  A good 
economic case can be made for increased 
spending on disease prevention and health 
promotion, but it is not nearly as simple as 
we suggest in our introduction.  Evidence 
of cost-effectiveness is necessary but not 
sufficient. Other factors besides efficiency 
are also important, such as who pays the 
costs and who benefits from the interven-
tion.  In addition, there are barriers to 
policy implementation that also need to be 
considered.  The economic evidence that is 
available often needs to be translated to fit 
local context.  Most importantly, spending 
more on health promotion means spend-
ing less on something else, and realloca-
tion of resources is a politically contested 
activity.  In this article, we set out to re-
view the economic evidence as it relates 
to health promotion. We explore what is 
known about the economic value of health 
promotion, what is not known and what 
needs to be known to advocate an increase 
in the amount of resources spent on pre-
venting disease.
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A Primer on Economic 
Evaluation

Economic evaluation involves a com-
parison of two or more programs in a cost-
benefit analysis.  For the sake of illustra-
tion, we assume that only health outcomes 
count, and that these can be measured in 
terms of quality-adjusted life-years (QA-
LYs). A QALY is the equivalent of one year 
of life in full health.  There are problems 
with the QALY approach, but these need 
not concern us here.7  More problematic 
still is the restriction that only health out-
comes matter, which we will discuss later.8 

Since policymakers often consider 
whether it is worthwhile to introduce 
a new program or to expand an existing 
program, the basis of comparison in an 
economic evaluation is usually the current 
situation.  That is, one must examine how 

implementation of the new program will 
change the status quo.  What effect will the 
policy have on net health spending (costs 
of the new program less any savings or 
cost offsets in health care), and how will 
it change health outcomes?  Ignoring the 
case that the new program costs the same 
as the current situation and/or is equally 
effective, one of four outcomes is possible 
(Figure 1).  Compared with the status quo, 
the new program will be more or less effec-
tive and more or less costly. 

The status quo is positioned in the cen-
ter of Figure 1.  After measuring the effect 
that the new program has on costs (along 
the vertical axis) and QALYs gained (along 
the horizontal axis), the new program can 
be positioned on the chart accordingly. Pre-
ventive programs that fall into quadrant II 
improve outcomes and lead to a reduction 
in spending because they generate savings 
in health care that exceed the costs of the 
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Figure 1: Potential Results of Economic Evaluations



24   Harvard Health Policy Review

Features

prevention program. In contrast, programs 
that fall into quadrant IV are clearly worse 
than the status quo.  They are less effective 
and more expensive.  Decision making is 
easy in these two cases.  If the new pro-
gram falls into quadrant IV, then there is 
no economic reason to implement it.  If 
it falls into quadrant II, then it should be 
implemented, unless there is a compelling 
non-economic reason to forego implemen-
tation.

Quadrants I and III depict the cases 
that are more problematic but also more 
common.  In quadrant I, the new inter-
vention costs more than the current situ-
ation, but it improves health.  Here, the 
policymaker has to consider whether the 
health gains are worth the extra cost and 
whether or not the intervention is afford-
able.  In quadrant III, the new interven-
tion is not as effective as the status quo, 
but it also costs less.  Here the policymaker 
must decide whether the savings that could 
be made by switching to the new program 
are enough to justify the health outcomes 
that must be sacrificed.  The answer will of 
course depend on how the savings will be 
used and what benefits they bring. 

What We Know about 
the Cost-Effectiveness of 
Health Promotion

As the opening argument suggested, 
there are a number of health promotion 
activities that both promote health and 
save resources, i.e. that fall into quadrant 
II.  Needle and syringe exchange programs 
fall into this category,9 as do some vaccina-
tion programs.10  The early evaluations of 

the MMR vaccine, for example, suggested 
that the costs of the program would be 
paid for fourteen times over in savings in 
health care.11  Vaccinating seniors against 
pneumococcal disease also promotes health 
and saves resources.12  Some health promo-
tion interventions also fall into quadrant 
IV.  Despite sounding good in theory, pro-
grams such as universal screening for hepa-
titis C in asymptomatic adults and the use 
of hip protectors in elderly men were both 
found to be less effective than compara-
tor strategies whilst consuming more re-
sources.13,14   However, as an indication of 
how difficult it can be to generalize about 
the economic value of health promotion, 
hip protectors for elderly women fell into 
quadrant II: they were more cost-saving 
than the status quo.14  Most new interven-
tions fall into quadrant I: their implemen-
tation offers the prospect of improving 
health at an increased cost.  Such interven-
tions may still reduce demand on health 
care services, and as such generate savings 
in medical care, but the value of these sav-
ings is not sufficient to offset the costs of 
the program.

Interventions that fall into this category 
vary widely in their cost-effectiveness (Fig-
ure 2). These data have been taken from 
the Tufts-New England Medical Center 
Cost Effectiveness Analysis (CEA) Regis-
try.  Figure 2 can be regarded as a price list 
that illustrates what must be paid in order 
to purchase one QALY.  Interventions at 
the top of the list (i.e. those interventions 
that show less than $0 for each QALY) 
promote health and save resources.  These 
are the interventions that fall into quad-
rant II in Figure 1. Moving down the list 
of interventions (i.e. those interventions 
that show greater than $0 for each QALY), 
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the price that must be paid for one unit of 
health gain increases. These interventions 
fall into quadrant I of Figure 1. 

Figure 2 shows the unit cost of each in-
tervention per QALY rather than the total 
cost of the intervention—how much must 
be spent in total to secure any benefit.  This 
information does not indicate whether or 
not the intervention is affordable.15  Thus, 
it becomes difficult to generalize that en-
tries towards the top of the list necessar-
ily represent good value.  For example, the 
most cost-effective tobacco cessation inter-
ventions are not the most effective.   As one 
moves from less resource intensive inter-
ventions, such as self-help guides, to more 
intensive interventions, such as behavioral 
counseling, costs and effects increase, but 
costs do so at a faster rate.  In these cases, 

more resource-intensive interventions are 
less cost-effective.16  However, resource-
intensive smoking cessation interventions 
that fall further down the QALY league ta-
ble may still be cost-effective interventions 
since some people may fail to respond to 
less resource-intensive interventions.  Set-
ting these exceptions aside, the general 
trend demonstrates that health promotion 
interventions that generate a high level of 
QALYs are considered “good buys.”

The case of HIV prevention programs 
illustrates how difficult it can be to assess 
the cost-effectiveness of a health promo-
tion strategy.  The program at the top of 
Figure 2 was a social marketing campaign 
that freely distributed condoms to the pop-
ulation at large.17  The cost of the program 
(in $US 2002) was $3.4 million, but this 
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have been taken from the Tufts-New Eng-
land Medical Center CEA Registry.  While 
not a representative sample, the data show 
some health promoting interventions that 
are more valuable than health care.  For 
example, nicotine patches buy health at a 
lower price than some forms of treatment 
for ischemic heart disease.  Equally, there 
are examples of health care interventions 
that represent better buys than some forms 
of health promotion.  This is the case 
when comparing combination therapy for 
chronic HCV infection with a program 
to prevent food borne illnesses in house-
holds.

On the whole, some forms of health 
promotion have better value than health 
care, while others do not.  Some appear 
cost-effective but are expensive to imple-

led to a 30% increase in reported condom 
use, which the authors estimate would re-
sult in 170 fewer HIV infections with sub-
sequent savings in health care costs worth 
$38 million.  The HIV/AIDS program at 
the bottom of the list was a more intensive, 
group-based intervention providing edu-
cation and counseling to women at high 
risk of HIV infection.18  The program was 
considerably less expensive overall (only 
$140,000 in total) and less effective. (It 
would have generated 60 QALYS had the 
level of spending matched that of the first 
program.) 

We can now formalize the comparison 
we made in the introduction between the 
cost-effectiveness of health promotion in-
terventions and the cost-effectiveness of 
health care (Figure 3).  Again, the data 
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Figure 3. Cost per Quality-Adjusted Life-Year Gained for Selected Health Pro-
motion and Health Care Interventions
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ment.  Others’ average cost per QALY is 
higher but implementation is less expen-
sive.  The economic value of health pro-
motion varies even for interventions that 
tackle the same health issue. In short, gen-
eralizations should not be made.  Preven-
tion should not be deemed universally less 
costly or more effective than treatment.  
One must instead assess the value of each 
preventive intervention on a case-by-case 
basis.19 

What is Left to Know about 
the Cost-Effectiveness of 
Health Promotion

While policymakers should ground 
themselves in an extensive survey of the 
economic evidence of health promotion, 
they must also be aware of the shortcom-
ings of this evidence. Rush and colleagues20  
have compiled a census of 400 economic 
evaluations of primary prevention perti-
nent to practice in developed countries 
that were published between 1990 and 
2001.  Substantially less than the health 
care cases, the health promotion cases in-
volve the two areas of health promotion 
that are the easiest to evaluate: clinical and 
behavioral programs.  Out of the 400 stud-
ies, 45% of the evidence relates to clinical 
interventions, such as vaccines or drugs 
to lower cholesterol, that tackle biological 
risk factors.  Another 40% refer to lifestyle 
interventions tackling risk-behaviors in in-
dividuals, as in the social marketing and 
condom distribution program featured 
in Figure 2.  Less than 15% of the avail-
able evidence relates to health promotion 
interventions addressing social, economic 

or environmental risk factors.  The distri-
bution of types of economic analyses that 
were published in 2002 and 2003 shows 
a predominance of clinical and behavioral 
interventions.

Clinical and behavioral programs often 
represent high-value means of promot-
ing health, but they are not the only way 
to do so.  The “upstream” determinants 
of health in the social and physical envi-
ronment and the political and economic 
forces that impact people’s health must be 
evaluated.  Compared to drug interven-
tions like those to lower cholesterol, very 
little is known about the economic value 
of health promotion strategies that evalu-
ate social interventions originating outside 
of the health sector, such as community 
development, housing policies and income 
support.  (Notable exceptions include early 
child development21 and Women, Infants, 
and Children programs.22) Worksite health 
promotion and tobacco control are two ar-
eas of health promotion practice that are 
well represented in the economic litera-
ture, while school-based health, integrated 
chronic disease and mental health promo-
tion are not.  Understanding these latter 
issues may improve population health and 
reduce health inequalities between social 
and economic groups.

A number of studies have evaluated the 
effect of highly cost-effective public health 
policies relating to the sale of tobacco, al-
cohol and food.  For example, tax policy 
is an essential part of any comprehensive 
strategy to tackle tobacco use.23  Generally, 
pricing policy is highly effective at chang-
ing health-related behaviors, though this is 
not always the case.  For example, Horgen 
examined the effect of pricing policy on 
food choices in a worksite canteen.24  Sub-
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sidizing the price of healthy food led to de-
sired changes in consumption (a reduction 
in the consumption of fat and an increase 
in fruit and vegetables), except when the 
subsidy was supported with the provision 
of information about what constituted a 
healthy choice. In this case, sales of healthy 
food went down. (The authors speculate 
that employees explained the price reduc-
tion by interpreting the label “healthy” as 
“tastes bad.”) 

The value of economic evidence of 
health promotion must be carefully quali-
fied. Along with variations in the quality 
of evidence, there are deficiencies in study 
design and method, especially over what 
is included in the cost-effectiveness equa-
tion, that make published studies difficult 
to compare and verify the claims made 
about the value of health promotion.25   
Additionally, there are problems associated 
with evaluating health promotion purely 
in terms of its impact on health outcomes.  
Many health promotion interventions aim 
to do more than promote health.  Some 
seek to provide people with the informa-
tion that they need to make healthy choic-
es.26  Other interventions also seek to build 
capacity in organizations and individuals, 
in order to leave them better able to tackle 
new threats to health.27  Evaluating such 
interventions only in terms of their effect 
on health outcomes would mean assigning 
zero value to their capacity-building activ-
ity. We also risk overestimating the value 
of any subsequent interventions because 
their effectiveness will be a function of the 
capacity-building investment that came 
before. Furthermore, policymakers are not 
just interested in the total amount of health 
that is generated, but also in its distribu-
tion—by gender, ethnicity or social class.  

Who benefits from the intervention and 
who must pay the costs are important fac-
tors.  Unfortunately, few economic evalu-
ations address these questions directly, and 
so there is little that we can say about how 
best to tackle socioeconomic inequali-
ties in health care.28  Finally, the results of 
economic evaluations are inherently con-
text-specific.  The cost-effectiveness of an 
intervention will depend on the socioeco-
nomic characteristics of the population, on 
disease incidence, on pre-existing levels of 
health literacy and organizational capacity. 
Therefore, the results of economic evalua-
tions often need to be standardized before 
they can be applied locally, which requires 
an organizational capacity that is often 

lacking in public health agencies.

Information Gaps, 
Interests and Inertia: 
Implications for Public 
Health Policy

The information available to 
policymakers on health promotion is in-
complete, of uncertain quality and ques-
tionable local applicability.  While remedy-
ing these issues may be helpful, we suggest 
that there is another crucial barrier that has 
blockaded increases in spending on health 
promotion: competing interests.  Resource 
allocation in the health arena is a politically 
contested activity.  Spending on health pro-
motion must compete with other private 
and public policy objectives.  It competes 
with corporate interests, most notably in 
the tobacco and alcohol industries, but 
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also in car production, occupational safety 
and food production.  It competes with 
private spending in the form of taxpayer 
resistance to increased public spending.  It 
competes with other public priorities, such 
as education and housing, many of which 
also promote health.  Finally, there is even 
competition within public health over the 
means to achieve agreed upon ends.

Thus, what little evidence that is avail-
able about the cost-effectiveness of health 
promotion will be contested.  Groups 
whose interests lie elsewhere will challenge 
the evidence.  Policymakers who wish to 
change things and spend more on health 
promotion will therefore encounter resis-
tance.  In these circumstances, it would 
not be surprising if decision-makers found 
inertia attractive.  If the only evidence that 
one has to support a controversial increase 
in health promotion spending is incom-
plete, lacking in quality and not necessar-
ily directly relevant to the local situation, 
then perhaps it is better not to act than to 
act with little support and risk upsetting 
powerful lobbies.

A case study better illustrates this point. 
One of the best known public health suc-
cesses of the past twenty-five years has 
been the case of tobacco control.  Rates of 
smoking and tobacco-related deaths have 
fallen dramatically as a result of concerted 
public health action and advocacy.  Stanton 
Glantz, an academic and tobacco activist, 
has recently published an account of the 
history of tobacco control in California, 
focusing on the role of the state’s Proposi-
tion 99.29  He notes that Proposition 99 
aimed to increase tobacco taxes consider-
ably and channel the revenues raised into 
anti-tobacco health promotion messages.  
According to Glantz, in the eight years 

following the enactment of Proposition 
99, there were two billion fewer cigarettes 
smoked, 14,000 fewer heart attacks and 
strokes and 10,800 fewer births of low 
birth-weight babies.  The policy was re-
sponsible for saving over 2,500 lives and 
$500 million in hospital costs.  Among 
the many interesting things about this case 
study are the reasons the authors give for 
the policy’s success.  They identify three 
key attributes: (1) creative framing of the 
problem and its solution; (2) power to gen-
erate resources and translate ideas into ac-
tion; and (3) leadership with commitment 
to challenge the status quo.  Economic evi-
dence was not mentioned, despite the fact 
that the policies instigated under Proposi-
tion 99 are among the most cost-effective 
ways of improving health.  Evidence was 
important: the US Surgeon General’s re-
port at the time had brought together an 
impressive body of literature document-
ing the effects of smoking on health that 
helped to re-frame the problem of tobacco 
control in California and provide reasons 
for political leaders to be committed to the 
fight.  This evidence was necessary, but it 
was not sufficient, because tobacco control 
is not just a health promotion or health 
economic issue.  It is also a political one.

The argument is put most eloquently 
by Chapman and Lupton in their book, 
aptly titled The Fight for Public Health.30 

They write:

Political arguments are seldom won 
only by elegance of logic or by those 
who can best assemble rational ar-
guments. These are mere strategies 
within a wider battlefront.  The real 
issue is which are the overall fram-
ings of debates that best succeed in 
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capturing public opinion and politi-
cal will.

Public health policy is not a rational 
process of deciding which among a 
choice of options is the most cost-
effective.  It is a politically contest-
ed act in which economic evidence 
plays a small albeit important part.

Final Reflections

This review of the economics of health 
promotion leaves us with two conclusions.  
The first is that we do still need more eco-
nomic evidence about the cost effective-
ness of a wide range of health promot-
ing interventions.  Studies must be done 
on the costs and effects of interventions 
tackling the upstream determinants of 
health—those in the social, physical and 
economic environments in which people 
live and work.  But this is not enough.  
The second conclusion is that we also need 
a different sort of economic evidence if we 
are to increase resources allocated to health 
promotion.  We need to build a body of 
evidence that is geared more to investigat-
ing how best to get “healthy” public policy 
enacted.31  

There is still a large economic agenda 
to work through to compile the economic 
case for health promotion and provide 
policymakers with evidence to support 
their decisions.  But more than this, there 
is also a large political agenda to work 
through.  We need to develop a better un-
derstanding of the political economy of 
public health before we will see any ma-

jor shift in resources and increased invest-
ment in health promotion.  Part of this 
new body of evidence should address the 
values that people hold.  What is it that 
people want from their public health sys-
tems and what are they prepared to pay 
to get there?  What value do individuals 
and communities place on the compet-
ing demands and claims that are made on 
common resources?  This information will 
help to create a constituency and demand 
for change, or it will legitimize the exist-
ing allocation of resources.  A new type of 
discourse must generate and support po-
litical change by bringing social values into 
political decision making and influencing 
decision makers to overcome inertia and 
hold themselves accountable for their de-
cisions. 
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