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Introduction

The economic stakes in health promotion 
are now substantial. In the OECD coun-
tries, a growing proportion of health sec-
tor spending is devoted to this activity in 
most developed countries. In Germany, 
for example, “public health and health pro-
motion” now accounts for more than dou-
ble the proportion (6%) of national health 
spending it did 30 years ago [13]. This ty-
pe of growth is remarkable in a number 
of respects, not least of which is the rela-
tive confidence it suggests in the margin-
al product of (largely) preventive activities. 
The aim of this paper is to provide a con-
ceptual lens for the examination of this 
growing component of health policy. Its 
purpose is to clarify the place of health pro-
motion instruments and targets in health 
and economic policy, and thereby bring 
further clarity to health sector planning.

For this paper, health promotion is de-
fined as that set of activities designed to 
affect the consumption of goods and ser-
vices, primarily for the purposes of enhanc-
ing health, or preventing illness. Admitted-
ly, more and less catholic definitions than 
this one abound in the health promotion 
literature. Nevertheless, this definition im-
poses a purposeful demarcation that is 
conceptually close to the taxonomy that 
is commonly implicit in the public health 
literature. Interested readers are referred 
to Connelly [7], for a more detailed discus-
sion. It is worth pointing out that the in-
herent concept of “goods and services” in-
cludes the non-market as well as the mar-
ket goods and services that individuals 
combine to produce healthy (and other) 
outcomes.

The central concepts that are employed 
in this work are taken from consumer the-
ory and welfare economics. In particular, 
the notion of the consumer as a producer 
[5] of health [9, 10, 11] is employed to cre-
ate a normative account of health produc-
tion and the role of health promotion. The 
approach is normative in the sense that (a) 
it assumes a utilitarian view of society and 
(b) that governments formulate policies 
that are designed exclusively to promote 
a social welfare maximum. By extension, 
health promotion is viewed here primari-
ly as a public sector initiative for which a 
necessary, but not sufficient, condition is 
the existence of some form of market fail-
ure. That is, a Pigovian [15], but not an 
automatic Pigovian [8], motivation is as-
sumed.

It is emphasised in this paper that tak-
ing the utilitarian view together with the 
definition of health promotion supplied 
above need not give rise to universal im-
provements in health status. For exam-
ple, some rational individuals (who are as-
sumed, throughout, to be the best judges 
of their own welfare) might use their im-
proved understanding of the relationship 
between their own behaviour and health 
outcomes to trade greater non-health con-
sumption for health. Although it is ac-
knowledged that health promotion will 
generally be designed to create welfare 
improvements via health improvements, 
the distinction between these two ends is 
brought into sharp focus in this paper. In-
deed, one of the examples employed he-
re demonstrates that although one might 
commonly associate health promotion 
with health-improving outcomes, this as-
sociation constitutes neither a necessary 

nor sufficient condition when health pro-
motion is viewed as constituent of a wel-
farist economic policy.

An economic conception of health 
promotion

The operational definition above suggest-
ed that two conditions must be met in or-
der for a pursuit to be considered a health 
promotion activity: it must be designed to 
affect consumption activities and be moti-
vated by the objective to improve health or 
ameliorate illness. The first of these tenets 
suggests that consumer theory can be em-
ployed usefully to consider the means and 
ends, or instruments and targets, of health 
promotion activities.

Consumer theory – including the theo-
ry of household production [5] – suggests 
that patterns of consumption are affected 
by the following variables: (a) consumer 
preferences over goods and services (or 
outcomes and states of the world); (b) con-
sumer knowledge about the choices avail-
able; (c); relative prices; (d) the contents of 
opportunity (or choice) sets; and (e) the 
budget constraint.

It will be argued here that variables a 
to e imply arrays of policy instruments for 
health promotion programmes. That is, 
to the extent that variables (a) through (e) 
may be influenced by policy-makers they 
may, in turn, be used to affect consumer 
behaviour and health outcomes in welfare-
improving ways. While political malev-
olence may also be conceived – e.g. con-
sumers might be influenced, for political 
or other purposes, to make health invest-
ments at the expense of strongly preferred 
non-health consumption – the analysis of 
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and to treat these as composites, i.e. sim-
ply as “health inputs” and “non-health in-
puts”. For example, health inputs (HI) are 
to be viewed as a composite of time and 
market goods and services (e.g. time exer-
cising, gymnasium membership) that are 
consumed primarily for the purposes of 
increasing or maintaining health [thus 
subsuming I (τ)], and non-health inputs 
(NHI) viewed as a composite of other time 
and market goods consumption [thus sub-
suming X (τ)]. Also, for convenience, (and 
following Becker [5]) let us refer to the out-
put due to the household use of NHI as the 
household product Z. Finally, assume that 
non-health inputs do not affect the rate of 
depreciation of the health stock

 

. Figure 1 contains a representation of 
the model that incorporates these simpli-
fications for time period t. The four quad-
rants of . Fig. 1 contain the elements of 
the model for a given period. Quadrant 
I contains the individual’s health produc-
tion function (HPF) drawn in health in-
puts–health stock space. The origin of 
the HPF, HMIN, represents the minimum 
health stock that the individual will take 
forward to period t+1, i.e. this is the health 
stock that results from setting HIt=0. The 
position of the intercept is somewhat ar-
bitrary but, by reference to the boundary 
conditions in Eq. 4, its non-zero quality 
indicates that this is neither the starting 
nor the terminal period. The function is 
assumed not only to become subject to di-
minishing marginal returns in the health 
input (HI), but also to eventually zero and 
then negative marginal returns. HMAX 
(dropping the t subscripts, henceforth) 
thus represents the maximum producible 
health stock for the individual.

Quadrant II depicts the individual’s 
preferences and production possibilities 
in output space, where the pertinent out-
puts are health stock (H) and non-health 
consumption (Z=NHI). The optimal con-
sumption basket (H*, Z*) is found at the 
tangency (C*) of the indifference curve 
IO1 and the production possibilities fron-
tier PPF1.

the stock of financial assets; r is the inter-
est rate; Y is labour income; X is the quan-
tity of non-health inputs; p is the unit pri-
ce of non-health inputs; I is investment in 
health; q is the net (or “out-of-pocket”) 
price of health inputs, per unit; τ is time; 
ts is sick time, ρ is the individual’s rate of 
time preference; and {µ(τ)} and {λ(τ)} are 
Lagrangean multipliers.

Equation 1 provides the individual’s 
maximand, Eq. 2 describes changes to 
the health stock over time, Eq. 3 describes 
changes to the financial assets stock over 
time, and Eq. 4 provides the boundary con-
ditions for both the initial and final period. 
Equation 5 is the optimality condition, un-
der which the marginal costs and benefits 
of investments in health are equated (see 
Wagstaff [20], for its derivation). Since the 
model is well known, we eschew a detailed 
discussion of its properties and refer read-
ers to the comprehensive treatments afford-
ed Grossman models by Zweifel and Brey-
er [21] and Grossman [11], in particular. 
It is, however, important for the purposes 
of this paper to note that, in this version 
of the Grossman model, health is valued 
both as a consumption good (since sick ti-
me produces disutility, i.e. ∂U/∂ts<0) and 
an investment good [since sick time is in-
come-reducing, i.e. ∂Y(τ)/∂ts(τ)<0].

The model can be characterised, for a 
given period t, with some simple geom-
etry. To simplify the notation and anal-
ysis, it is convenient to suppress the dis-
tinction between time and market inputs 

such possibilities is not a central purpose 
of this paper.

The technique of analysis involves an 
application of a Grossman-type [9, 10, 
11] model of consumer decision-mak-
ing over health and other outcomes. Fol-
lowing Zweifel and Breyer [21], we em-
ploy Wagstaff ’s [20] version of the model, 
which may be written as follows:

 

(1)

 
(2)

 
(3)

 (4)

 
(5)

where . is the first derivative of the variable 
with respect to time; W is the welfare of 
the individual; U is the individual’s utility 
in a given period; H is health stock; δ is 
the rate of health stock depreciation; A is 

Fig. 1 9 Health and 
other goods produc-
tion: input and out-
put equilibria
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Quadrant III contains the household 
production function for Z. It is assumed 
for convenience that the function is homo-
geneous of degree 1, yielding a linear func-
tion in non-health input NHI-Z space. It 
is also assumed, for convenience, but with-
out loss of generality, that the production 
function has a zero intercept and unit-
slope. The ray from the origin produced 
by these assumptions has a slope of 45°, 
which serves as a reference line to quad-
rants II and IV.

Quadrant IV depicts a budget constraint 
and input indifference curve, IIN1. The rel-
evant inputs are the composites NHI and 
HI and consumer preferences over them 
are derived from the relationships in quad-
rants I–III. Note that IIN1 is not strictly 
convex to the origin. Rather, for combina-
tions on IIN1 where HI >HIE, the margin-
al rate of substitution of health input for 
non-health input (MRSHI NHI=∆NHI/∆HI) 
becomes zero, and then changes sign (i.e. 
MRSHI NHI=–∆NHI/∆HI). This non-con-
vexity arises due to the fact that, eventu-
ally, increments of HI have zero and then 
negative impacts on the stock of health, 
while simultaneously decreasing non-
health production–consumption possibili-
ties. In this range, health inputs are output- 
and hence utility-decreasing (bads) and 
their consumption must be compensated 
by increasing other consumption (Z). In 

input space, this demands an increased al-
location in NHI.

Market failure and health  
Promotion

It is well known that a variety of factors, 
summarised with the idiom “market fail-
ure” [4], may thwart the achievement of 
a social welfare maximum. See, in particu-
lar, Arrow [1]. Specifically, market failure 
due to problems of information (e.g. igno-
rance), problems of monopoly power (see, 
e.g. Smith [17]), public goods [16], and/or 
externalities [15] may pervert optimal allo-
cations of resources at the level of society. 
For discussions see, for example, e.g. Ar-
row [3] and Cullis and Jones [8].

It is useful to distinguish between these 
sources of market failure based on the ro-
le that correct or erroneous private calcu-
lus plays. Public goods, externalities, and 
positive price–cost margins tend to dis-
tort societal resource allocations precisely 
because individuals take rational, private 
utility-maximising, decisions: to free ride, 
to pollute, to maximise profits, and so on. 
In these cases, it is not even a necessary 
condition that the private calculus of mar-
ginal costs and benefits be distorted. Take, 
for example, monopoly pricing for a pri-
ce-elastic product. Consumers respond, ra-
tionally, to consume less of the product at 

Fig. 2 8 Market failure by information in health production

Fig. 3 8 Taxes and subsidies as instruments of health promotion

the higher price. The source of welfare loss 
is not a failure of the private calculus (in-
deed it is partially a result of the monop-
olist’s success in applying it). By contrast, 
problems of information tend to result in 
market failure due to the difficulty that ig-
norance introduces to the private calculus: 
the marginal costs and benefits of the alter-
natives are likely to be weighed incorrect-
ly due to poverty of information or knowl-
edge.

While the definition of health promo-
tion adopted here does not preclude poli-
cies that are designed to correct each kind 
of market failure, this paper focuses only 
on the last source of market failure – prob-
lems of information – for the purposes of 
illustration. This is convenient for several 
reasons, not least of which is that public 
information and education programmes 
are two common policy responses that are 
associated with health promotion in prac-
tice. We also restrict our attention to the 
effects of such policies at the level of indi-
viduals. The motivation for doing so is not 
simply the impossibility of individual pref-
erence aggregation [2] but also the view 
that, for the purposes of this paper, little 
additional insight might be added by ap-
pealing to the social welfare function con-
struct.

. Figure 2 presents a case of market 
failure by information that might consti-
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tute a target for health promotion policy. 
In this figure, it is assumed that the indi-
vidual is ignorant of the health production 
relationship, but is fully informed regard-
ing the production of other (i.e. the Z) con-
sumption.

The basic apparatus in . Fig. 2 is that 
of . Fig. 1, with several additions. In quad-
rant I, the dashed line HPFD represents 
the consumer’s distorted understanding 
of the relationship between health inputs 
and the output, health status. The solid 
line HPF indicates, as it did before, the 
true health production function. Note that 
output preferences, expressed in quadrant 
II, are unaffected by ignorance about the 
technology of production. However, the 
individual’s distorted view of health pro-
duction does distort his/her preferences 
over inputs and also his/her view about 
production possibilities. The dashed cur-
ve IIND depicts the budget–tangent con-
tour in the distorted inputs indifference 
map. Note that the resulting tangency, Q, 
corresponds to bundle D in quadrant II, 
which is the consumer expects to be an out-
puts maximum. (To avoid geometric clut-
ter, the anticipated production possibili-
ties frontier – with which IO0 is tangent 
at D – is not depicted). That is, both the in-
dividual’s expectations about possible out-
put combinations (or, geometrically, the 
shape and position of the PPF) and his/
her preferences over inputs are distorted 
by the knowledge gap. Note that ex ante in-
put preferences depend directly upon the 
individual’s understanding of the produc-
tion technology (i.e. on the production 
function). The output combination that 
results from allocation Q is, in fact, F in 
quadrant II. Although bundle F provides 
greater utility than D, it is still inferior to 
the utility-maximising bundle, C*. More-
over, because health stock is non-trade-
able, the consumer cannot augment utili-
ty by making ex post trades along the PPF. 
The individual’s ignorance of the true rela-
tionship between HI and H is thus a sour-
ce of welfare loss.

The sub-optimal outcome illustrated in 
. Fig. 2 presents a necessary, but not a suf-
ficient, condition for public intervention to 
correct the market failure. Although F is 
not a utility-maximising basket, its attain-
ment does produce some information the 
individual previously did not possess. In 

subsequent periods, the consumer’s learn-
ing might be brought to bear on his/her pro-
duction activities and input allocations so 
that, by trial and error, the output equilibri-
um may eventually be achieved. However, 
the process of discovery of the true produc-
tion relationship could be protracted and/
or expensive. The process may be especial-
ly costly, in terms of utility forgone, if (a) 
the individual misinterprets the informa-
tion produced (e.g. as the result of stochas-
tic shocks); (b) the health production tech-
nology changes over time; and/or (c) the 
rate of health stock depreciation changes 
with age, confounding the signals received. 
Furthermore, for various conditions of ill-
health, the consequences of market failure 
might be catastrophic if the first opportu-
nity that knowledge-poor individuals ha-
ve to learn about the relationship between 
consumption choices and their health con-
sequences arrives too late.

Other things equal, as the cost of locat-
ing the health production function grows, 
so too does the economic case for public 
intervention. The instruments that might 
be used to correct market failure include 
information programmes, public produc-
tion, quantity controls and/or subsidies 
and taxes. These are considered, in turn, 
below.

Information dissemination, 
public education

A possible policy target is the consumer’s 
knowledge state regarding health pro-
duction, and one of the available instru-
ments is information dissemination. Pro-
grammes that are designed to disseminate 
accurate information about the relation-
ships between health and diet, exercise, 
consumption of medical and preventive 
health care services, and so on, are exam-
ples of this type of health promotion poli-
cy. Many of the high-profile health promo-
tion campaigns of recent decades (e.g. an-
ti-smoking, road safety, HIV/AIDS “safe-
sex” campaigns) have comprised consid-
erable information dissemination compo-
nents. Insomuch as these programmes are 
designed to correct imperfect knowledge 
about the relationship between behaviour 
and health, they may constitute second-
best efficient responses by government.
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. Figure 2 suggests that the consumer, 
if fully informed, would correctly select 
the input combination P*, to create the 
output bundle C*. Note that, by construc-
tion, C* contains H* while F contains HF 
and that, although u(C*)>u(F), H*<HF. In 
other words, when one conceives of health 
promotion activities to correct mispercep-
tions about health production, the result 
may be expected to be utility-increasing, 
but not necessarily health-increasing: the 
outcome cannot be generalised a propos 
its effect on health. This will be especial-
ly true if, for example, consumers overes-
timate the ill effects of health-reducing 
goods or underestimate the health ben-
efits of health-improving goods. Final-
ly, note that the omniscience of govern-
ment (regarding consumer preferences, 
the extents of deviations from utility-max-
ima, etc.) is not a necessary condition in 
relation to information dissemination/
public education policies. Rather, a nec-
essary condition is that accurate generic 
information about the technical relation-
ship(s) between behaviour and outcomes 
be provided. Provided that information 
becomes “full knowledge” in the hands of 
consumers (and absent other sources of 
market failure), the policy will also be suf-
ficient to deliver each consumer to his/her 
(possibly second-best) utility maximum. 
At the aggregate level, such policies may 
even produce Pareto-improvements.

Taxes and subsidies

One alternative to the information dissem-
ination approach is to levy taxes and/or 
place subsidies on inputs. Specifically, the 
relative prices of health and non-health 
inputs could be manipulated in such a 
way as to bring the information-poor con-
sumer immediately to his/her output equi-
librium.

. Figure 3 presents an example of the 
use of taxes and subsidies to produce an 
outcome in which both the individual’s 
utility and his/her health stock increases. 
The dashed production function HPFD, in 
quadrant I, once again represents the in-
dividual’s perception of the health produc-
tion technology and the solid line repre-
sents the true production function. Unlike 
the previous example, this individual over-
estimates the productivity of health inputs, 

yet is aware of the non-linear nature of re-
turns to health investments. Given the in-
puts budget constraint in quadrant IV and 
his/her understanding of the health pro-
duction relationship, the individual will 
choose bundle Q, which is given by the 
tangency of the distorted inputs indiffer-
ence curve IIND and the initial budget con-
straint HIMAXNHIMAX. The individual’s ex-
pectation is for the production of D as a 
result of this inputs choice. However, the 
resulting output bundle will be F, which 
contains the same quantity of non-health 
consumption as expected (i.e. Z*), but less 
health stock than expected (HF<HD), due 
to the unexpected lower total product of 
health input investments.

Note that the resulting output combina-
tion at F is sub-optimal: indifference curve 
IO1 intersects PPF1 at this point, while com-
bination D is unattainable, and C* is utility-
maximising. The latter is the tangency be-
tween indifference curve IO2 and PPF1.

The visible hand of government [6], 
manifest as a goods and services or value-
added tax and/or subsidy on inputs, could 
be used to redirect the budget allocation 
to the optimal bundle. For example, the 
relative prices implied by the relative pri-
ces AB involve a tax on non-health inputs 
and a subsidy on health inputs. This will 
effect the consumption of inputs bundle 
P*, which is consistent with the produc-
tion of the optimal output bundle C* in 
quadrant II.

Unlike the previous policy set, this so-
lution is complicated by an implicit and 
unrealistic requirement that governments 
possess more information about individu-
als’ optimal bundles of inputs than the in-
dividuals themselves do. Furthermore, un-
less preferences are homogenous, no sin-
gle set of relative prices will be sufficient 
to produce a utility maximum for all indi-
viduals. For these reasons, taxes and subsi-
dies will not generally be efficient instru-
ments of policy when information pover-
ty is the source of market failure. Specif-
ically, since preferences and knowledge 
states differ across the individuals across 
whom the policy is constituted, a single 
tax or subsidy will introduce inefficien-
cies at the margin, taking some individu-
als further from equilibrium than might 
have been the case before the tax/subsidy 
was introduced.

While policies of this genre might pass 
a potential-Pareto test, i.e. the social ben-
efits they confer may outweigh the costs, 
they are unlikely ever to pass the Pareto 
test. Suppose, for example, that young 
smokers are genuinely myopic about the 
effects of their behaviour. A comparison 
between an information campaign and 
a tax on tobacco may show the latter to 
be net benefit-maximising. Nevertheless, 
the latter imposes costs on all smokers and 
will be utility-reducing for fully-informed 
(non-myopic) smokers.

Note also that the analytical outcome 
in . Fig. 3 is, unlike the previous example, 
health-stock increasing. Moreover, note 
that unless some individuals have the zero 
and constant marginal rate of substitution 
the effect of the tax and subsidy arrange-
ments will uniformly be health-improving 
– although not necessarily utility-maximis-
ing for the reasons given above.

Quantity controls and public  
production

Finally, it is worthwhile to consider non-
price limitations on opportunity sets. Such 
limitations are, in fact, commonplace in 
the health sector and include measures 
such as place-specific bans on smoking 
and the consumption of alcohol, as well 
as embargoes on the consumption (and 
production) of drugs such as cocaine, her-
oin, and so on. Arguments of a negative 
externality kind exist for interventions of 
this kind; however, quantity limits might 
also be used as a response to inefficiencies 
due to problems of information. Limits of 
this kind might also be potential-Pareto-
improving.

A quantity control, in the form of a quo-
ta on non-health inputs, is illustrated in 
. Fig. 4. . Figure 4 employs the same ba-
sic assumptions as . Fig. 3, with respect 
to initial relative prices (given by HIMAXN-
HIMAX), preferences, and the underlying 
household production technologies. Pro-
duction possibilities are also initially giv-
en by PPF1, as in . Fig. 3. However, the 
quota on household production has the ef-
fect of restricting the individual’s opportu-
nity set to that indicated by PPF2 in quad-
rant II, and giving rise to the corner solu-
tion C*. In inputs space, the consumer will 
now choose bundle P* which is the tangen-

240 | Eur J Health Econom 9 · 2004

Original Papers



cy of IIND1 with the new budget constraint 
HIMAXNHI*. Note that, although the input 
bundle P* produces the optimal outputs 
bundle for this consumer, he/she will view 
this input bundle as inferior to Q, given 
his/her distorted view of the production 
technologies. This is evident from the fact 
that P lies on a lower indifference curve 
(IIND2) than Q (IIND1) for this individual.

Another alternative to the policy just 
discussed involves the public provision – 
perhaps at the zero price – of a good or 
service that is health-improving. Such poli-
cies, although not depicted geometrically 
here, pivot the inputs budget constraint 
at the NHI intercept, increasing HIMAX1. 
In output space, the effect is to pivot the 
PPF at its Z intercept, increasing the H in-
tercept, provided the marginal product of 
health inputs is positive.

As with the taxes-and-subsidies re-
sponse that was illustrated in the previous 
section, the welfare effects of quota and 
public provision responses to problems of 
information are likely to be utility-reduc-
ing for some individuals (i.e. those with 
different degrees of knowledge of the pro-
duction technologies to that of the repre-
sentative individual). Whether or not a 
quota (motivated by this source of market 
failure) will result in a potential-Pareto im-
provement thus depends inter alia upon 
the distribution of knowledge of the pro-
duction technologies. Note also that the 

formulation of such policies that are even 
potential-Pareto efficient places a heavy 
and probably unrealistic information re-
quirement on governments.

Conclusion

The purpose of this paper was to bring 
conceptual clarity to the economics 
of a growing sub-sector of health poli-
cy, namely health promotion. Readers 
of the general non-economic literature 
on the topic will be aware that consider-
able debate exists about not only the ro-
le of health promotion, but also the de-
lineation of activities as constituents or 
non-constituents of health promotion. 
This paper brings the discipline of eco-
nomics to bear on this issue. It propos-
es that health promotion policies can be 
viewed as responses to market failure 
with respect to household investments 
in health production.

The work produced as a result is of a 
normative kind: it is undertaken in the 
mould of traditional welfare economics 
and assumes a similarly normative view 
of government intervention in the health 
sector. One of the central themes of the pa-
per is that attempts to improve health by 
correcting market failure, e.g. due to igno-
rance, should not be expected to be univer-
sally health-improving. The example em-
ployed in the case of information dissemi-

nation and public education programmes 
illustrated the effect of a campaign, aimed 
at improving health information, on an 
individual who chooses to substitute oth-
er goods consumption for health invest-
ments, at the margin. This, admittedly pro-
vocative, example is designed to bring in-
to sharp focus the distinction between wel-
fare-maximising and health-maximising 
frameworks of analysis.

Notably, while the results of health 
promotion in the context of convention-
al welfare economics are generalisable, 
the direction of their influence on the 
choices of particular individuals is not: 
it depends on consumer preferences over 
health and other consumption. It was al-
so argued that policies that are designed 
to generate more universal improvements 
in health status are likely to have unpre-
dictable net effects on social welfare. Tak-
en together, these observations amount 
to an argument that information dissem-
ination and education programmes may 
constitute first-best responses of (utilitar-
ian) health promoters to problems of in-
formation, or gaps in knowledge about 
health production.

Basic extensions to the conceptual 
work could involve the inclusion of house-
hold health-bads production (e.g. tobacco 
consumption activities) in the analysis.

Alternative economic approaches 
to this growing branch of public policy 
might also be productive. For example, de-
scriptive theories of government (such as 
those commonly associated with the “pub-
lic choice” school) might be fruitful, as 
might applications of alternative social 
choice frameworks, such as those associ-
ated with the notion of “extra-welfarism”. 
(Exploratory analyses of this kind may al-
so be found in Connelly [7].)

Furthermore, the model employed in 
this paper suppresses the role of uncertain-
ty and this results in a deterministic view 
of health (and other goods) production. 
Relaxing this assumption, along with the 
implicit assumption that the “true” health 
production relationship is known, might 
also be useful. In particular, an explicit 
consideration of the impact of process and 
product innovations in health production 
and the dynamic role of health promotion 
might be fruitful.

Fig. 4 9 Quantity con-
trols as instruments 
of health promotion
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Finally, the empirical impact of health 
promotion policies on individual efficien-
cy in the production of health also be-
ars investigation. One interesting topic 
for empirical investigation concerns the 
impact of health promotion programmes 
– such as those that involve information 
dissemination or public education – on 
subjective perceptions of health risks and 
benefits. Part of the existing literature on 
risk perceptions, for example, emphasis-
es the role of the “availability heuristic”: 
risks that are easily brought to mind (e.g. 
murder, car accidents) tend to be overesti-
mated, while more risky events (e.g. stro-
ke, stomach cancer) tend to be underes-
timated (see, e.g. Lloyd [12]). However, 
notwithstanding this general result, the-
re is some evidence that perceptions of 
two diseases that have been the subject 
of intensive health promotion campaigns 

– namely, smoking-related illnesses and 
breast cancer – are apparently routinely 
overestimated (see Paul et al. [14] and Vis-
cusi [18, 19], respectively). Empirical in-
vestigations of the relationship, if any, be-
tween systematic misunderstandings of 
risk and the intensity and form of the in-
formation dissemination or advertising 
campaigns that form a central part of the 
health promotion arsenal seem worthy of 
investigation.
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