Download
Other Working Papers
Keep in mind

The series Working Papers on Economicsis published by the Office for Economic Studies at the Banco de la
Republica (Central Bank of Colombia). The works published are provisional, and their authors are fully
responsible for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein
are those of the authors and do not necessarily reflect the views of Banco de la Republica or its Board of
Directors.

AUTHOR OR EDITOR
Forero, Santiago

Moreno, Nicoléas
Ospina-Tejeiro, Juan Jose

The series Borradores de Economia (Working Papers on Economics) contributes to the dissemination and
promotion of the work by researchers from the institution. On multiple occasions, these works have been the
result of collaborative work with individuals from other national or international institutions. This seriesis
indexed at Research Papers in Economics (RePEC)

Publication Date:
Monday, 31 May 2021

The opinions contained in this document are the sole responsibility of the author and do not commit
Banco de la Republicaor its Board of Directors.

Abstract

Externalities and private information are key characteristics of an epidemic like the Covid-19 pan-demic. We
study the welfare costs stemming from the incomplete information environment that these characteristics foster.
We develop aframework that embeds a game theory approach into a macro SIR model to analyze the role of
information in determining the extent of the health-economy trade-off of a pandemic. We apply the model to the
Covid-19 epidemic in the US and find that the costs of keeping health information private are between USD 5:9
trillion and USD 6:7 trillion. We then find an optimal policy of disclosure and divulgation that, combined with
testing and containment measures, can improve welfare. Sinceit is private information about individuals health
what produces the greatest welfare losses, finding ways to make such information known as precisely as
possible, would result in significantly fewer deaths and significantly higher economic activity.
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