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What Is Health Equity and Why Is It Important?
Health equity can be defined as attainment of the highest level of health for all people.  This means that all people have 
the opportunity to attain their full health potential and are not disadvantaged due to their race, social position, or other 
socioeconomic circumstance.1  Health inequities, on the other hand, are unfair and avoidable differences in health 
status that result from unjust policies, discriminatory social norms that exclude certain groups of people (such as racism, 
sexism, and ableism, among others), and inequitable distribution of money, power, and resources that lead to poorer 
socioeconomic conditions.2  

Achieving health equity requires valuing everyone 
equally with focused and ongoing efforts to address 
avoidable inequalities, historical and contemporary 
injustices and racism, and health care disparities.3  This 
will often require giving special attention to the needs 
of those at greatest risk of poor health based on their 
sociodemographic and socioeconomic conditions as 
opposed to treating everyone the same.  Achieving health 
equity will also require focusing not just on ensuring 
equitable access to health care but also improving 
socioeconomic well-being and enhancing community 
development to ensure everyone has a fair opportunity to 
live their healthiest lives.

What Are the Social Determinants of Health and How Do They Impact 
Health Equity?
Health is influenced by many factors, ranging from genetics, individual behaviors, physical environment, medical care, and 
socioeconomic factors. Over the past few decades, research has demonstrated the significant impact that non-medical 
socioeconomic factors (also known as the “social determinants of health”) have on an individual’s health as upstream 
“root causes” that influence an individual’s ability to make healthy choices, access quality medical care, and live healthy 
lives. 

The social determinants of health are the socioeconomic conditions in which we live, learn, work, play, and 
age, and include the financial, social, familial, and educational aspects of a person’s life as well as the physical 
environment in which the person lives.4  Social determinants of health are shaped by cultural values (including racist 
and other discriminatory beliefs), policies, and the resulting distribution of money, power, and resources that then 
shape socioeconomic living conditions of communities and the conditions of daily life for individuals.  They can include 
inadequate access to nutritious food, lack of affordable housing, lack of convenient and efficient transportation options, 
limited opportunities for quality education and meaningful employment, and limited broadband access, among others

Social determinants of health can have a positive or negative influence on our health and our ability to live healthy lives 
by impacting our ability to make healthy choices and to access quality health care (Figure 1).  For example, an individual 
may have diabetes-related hospital admissions due to food insecurity, develop asthma due to poor housing conditions, 
miss medical appointments due to lack of convenient and affordable transportation options, or develop a stress-related 
illness like hypertension due to unemployment.  

Social determinants of health significantly impact health inequities. As unjust and racist policies and inequitable 
distribution of resources lead to poorer socioeconomic conditions that limit people’s ability to live healthy lives, these 
poorer living conditions lead to health inequities in the form of worse health outcomes, higher health care costs, and 
greater health disparities for minority and low-income communities.5  

1	 https://www.cdc.gov/chronicdisease/healthequity/index.htm
2	 https://www.who.int/news-room/q-a-detail/social-determinants-of-health-key-concepts
3	 U.S. Department of Health and Human Services, Office of Minority Health. National Partnership for Action to End Health Disparities. The National 

Plan for Action Draft as of February 17, 2010 [Internet]. Chapter 1: Introduction. Available from: http://www.minorityhealth.hhs.gov/npa/templates/
browse.aspx?&lvl=2&lvlid=34.

4	 https://www.who.int/news-room/q-a-detail/social-determinants-of-health-key-concepts
5	 https://www.who.int/health-topics/social-determinants-of-health#tab=tab_3
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Fig. 1. The Root Causes of Health Inequities

Discriminatory Belief that Some Groups Are Superior to Others 
Ex: Racism, Classism, Sexism, Religious Intolerance, Xenophobia, Ageism, Ableism, 
Heterosexism

Discriminatory, Racist, and Unjust Policies that Lead to Unequal Distribution of 
Power, Inequitable Investment in Communities, and Exclusion of Certain Groups 
Ex: Redlining housing policies that prohibited people of color from receiving mortgage loans 
to buy homes in areas largely populated by white families; disinvestment in low-income 
communities such that they lack critical infrastructure and resources necessary to live healthy 
and productive lives

Inequitable Access to Environments and Socioeconomic Living Conditions that 
Allow for Healthy Living 
Socioeconomic living conditions affect a person’s ability to be healthy.  
Ex: Availability of good-paying jobs, access to healthy foods, availability of affordable 
housing, access to quality education, convenient and affordable options for transportation, 
safety of neighborhoods

Inequitable Access to Quality Health Care and Services 
Ex: Availability of health care organizations and providers willing to locate to low-income 
areas and accept uninsured and underinsured people; affordability and availability of needed 
health care services and medications; access to affordable health insurance; availability of 
culturally and linguistically appropriate services and providers; quality of care received

Health Behaviors Are Limited to Options Available 
People’s choices are contingent on what is available and affordable to them.  
Ex: Diet is contingent on the availability and affordability of healthy foods. Exercise is 
contingent on safety of neighborhoods as well as a person’s ability to take time to exercise 
if they are working long hours and taking care of family. Managing chronic conditions is 
dependent on availability of health care providers, convenience of transportation options to 
visit health care provider, and affordability of medications.

Health Disparities, Health Inequities, and Inequitable Health Outcomes 
Communities of color, low-income communities, and other underserved communities have 
poorer health outcomes—often because of unjust and racist policies and systems and lack 
of investment in certain communities that could be reversed, which would help prevent and 
avoid disparate health outcomes
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Why Is It Important to Address the Social Determinants of Health to 
Advance Health Equity?
To achieve health equity such that every person has a fair opportunity to live a healthy life, we must address these root 
socioeconomic and sociopolitical causes of poor health and health disparities. The cost of inaction on social barriers 
to health has glaringly emerged during the COVID-19 pandemic, exposing the stark inequities that exist in America and 
demonstrating the crucial link between socioeconomic barriers and health outcomes.

Health insurance providers recognize the importance of meeting the basic needs of their members and have utilized 
policy levers to mitigate the socioeconomic barriers that they face.  Health insurance providers respond to socioeconomic 
barriers in a variety of ways, ranging from offering services that are covered under the insurance plan to designing 
and implementing new innovative programs—often in partnership with community-based organizations.  Many health 
insurance providers also invest grant funding, reserve funds, or savings in community infrastructure and community-
based resources to improve the socioeconomic living conditions of the communities they serve so that their focus is not 
just on reducing disparities for their members but also on advancing health equity across the community by increasing 
opportunities to live healthy lives.  Even though these community investments are not covered services, health insurance 
providers understand that investing in communities and addressing socioeconomic barriers to health can equalize 
opportunities across all income levels and groups of people and improve health outcomes. For examples of how health 
insurance providers have addressed various socioeconomic barriers to health, please view the linked resources below.

Policy Recommendations to Scale Social Determinant of Health Work and to Advance Health 
Equity
Thanks to federal and state policy flexibilities and their own private investments, health insurance providers have made 
good progress in addressing health-related social needs.  Unfortunately, many have faced challenges in sustaining and 
scaling these efforts due to policy barriers.  To achieve even greater and more lasting impact on reducing disparities and 
advancing health equity, AHIP recommends the following policies to help scale and sustain health insurance providers’ 
current work and facilitate additional work that address the social determinants of health:

Policy Recommendations to Build Foundational Elements to Address Socioeconomic Barriers 
and Advance Health Equity:
•	 National Framework: Develop a national social determinant of health framework that provides a plan of action 

with shared goals as well as appropriate roles and responsibilities of relevant stakeholders for identifying and 
addressing socioeconomic needs

•	 Data Standards: Create national data standards around social determinants data to promote standardization 
across states that will help facilitate data aggregation and analysis towards common evaluation metrics that 
help to reduce disparities and advance equity

•	 Data Collection: Allow health insurance providers to collect sociodemographic data on their members as part of 
enrollment to better identify and reduce disparities and to tailor communications and services appropriately 

•	 Cross-Sector Data Exchange: Build a modern data exchange infrastructure that facilitates data sharing across 
cross-sector partners to inform efforts that address socioeconomic barriers

•	 Cross-Sector Capacity: Invest and build capacity in other relevant sectors that are critical to addressing social 
determinants, such as social services, education, housing, employment, food, broadband, transportation, public 
health, behavioral health, and community health sectors, among others

•	 Health Equity Goals: Convene stakeholders to identify goals that advance health equity to incentivize 
stakeholders to focus on equity and align efforts towards common goals while rewarding providers, 
organizations, and health insurance providers who achieve these goals

•	 Research Funding: Provide funding for social determinant of health research so that effective pilots, 
interventions, and programs that address socioeconomic needs can be scaled and so costs of these efforts can 
be better quantified

•	 Risk Adjustment: Research the process on how best to improve the incorporation of social risk factors into risk 
adjustment methodologies
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Policy Recommendations to Advance Social Determinants Work in Medicaid and Medicare 
•	 Medical Loss Ratio: Broaden the interpretation of quality improvement activities for purposes of calculating 

health plan medical loss ratios (MLRs) to include expenditures for interventions that address social risk factors so 
that these activities are treated as health-related and not lumped in with administrative costs. 

•	 Pooling Funds: Extend flexibilities to allow health plans to participate in pooled funding arrangements with 
others in the community, such as state social service agencies. 

•	 Medicaid Waiver Flexibility: Increase flexibility in Medicaid waivers that permit states to broaden the scope 
of covered services to include specific non-medical services and interventions that help address the social 
determinants of health

•	 In Lieu of Services: Permit greater latitude in the use of “in lieu of services” in Medicaid to address social risk 
factors

•	 Interagency Medicaid Waivers: Create a pathway that allows State Medicaid agencies to partner with other 
state agencies (e.g., Housing, Employment) to request interdisciplinary waivers and associated funding from 
multiple federal agencies

•	 Medicare Supplemental Benefits: Preserve and advocate for additional flexibilities that allow Medicare 
Advantage plan offerings of supplemental benefits to address health-related social needs 

•	 Medicare Star Ratings Program: Support and advocate for improvements to the MA/Part D Star Ratings program 
(including the Categorical Adjustment Index methodology) to account for social risk factors that impact plan and 
provider performance

Health insurance providers are committed to working with policymakers to address the 
underlying root causes of poor health to reduce disparities and advance health equity so that 
everyone has a fair opportunity to live their healthiest life.

Links to Additional Resources Highlighting How Health Insurance Providers Are Addressing Social 
Determinants of Health:

•	 How Health Insurance Providers Are Innovating to Address Socioeconomic Needs During COVID

•	 Bridging the Digital Divide: How Health Insurance Providers Are Addressing SDOH and Promoting Access to 
Telehealth 

•	 The Value of Medicaid Managed Care in Advancing Health Equity

•	 Medicaid and Social Determinants of Health: Policy Recommendations to Achieve Greater Impact on Reducing 
Disparities and Advancing Health Equity

•	 How Health Insurance Providers Combat Social Isolation and Loneliness 

•	 How Health Insurance Providers Provide Safe and Affordable Housing 

•	 How Health Insurance Providers Secure Access to Healthy Foods 

•	 How Health Insurance Providers Addressing the Social Determinants of Health 

https://www.ahip.org/health-insurance-providers-are-innovating-to-address-socioeconomic-needs-during-covid-19-and-beyond/
https://www.ahip.org/bridging-the-digital-divide-for-consumers/
https://www.ahip.org/bridging-the-digital-divide-for-consumers/
https://www.ahip.org/care-that-is-fair-and-just-improving-health-equity-through-medicaid-managed-care/
https://www.ahip.org/social-determinants-of-health-and-medicaid-policy-recommendations/
https://www.ahip.org/social-determinants-of-health-and-medicaid-policy-recommendations/
https://www.ahip.org/social-isolation-loneliness/
https://www.ahip.org/safe-affordable-housing-social-determinants-of-health/
https://www.ahip.org/access-to-healthy-foods-social-determinants-of-health/
https://www.ahip.org/beyond-the-boundaries-of-health-care-addressing-social-issues/

