Epidemics
The Cost of Not Being Prepared
Key Message

In many countries, governments struggle to reconcile
limited resources with competing demands. As a result
health rarely ranks amongst top budget priorities,
and within health, epidemic preparedness is often
overlooked.

 Unless preparedness improves, epidemics
are inevitable—and will be costly.

 Epidemics impact all aspects of a country’s economy and

This paper draws on examples and recent economic
research to demonstrate the risks and economic costs
of not investing in preparedness.

reverse years of growth & development.

 Not investing in preparedness is a high-risk economic
and political gamble.

Unless Preparedness Improves,
Epidemics are Inevitable—and will be costly.
Estimated costs of selected epidemics / pandemics in US$ Billions (2001-2017)

No community, country, or region is safe from disease outbreaks. In the past 30 years there has been a steady increase in the
frequency and diversity of outbreaks. Between 1980 and 2013 there were over 12,000 outbreaks1 of human infectious diseases in
219 countries,2 including Zika, Ebola, Cholera, MERS, and H1N1, which reached pandemic thresholds.3
Epidemics can cost billions of US dollars. In the wake of the 2003 SARS epidemic, the World Bank estimated that China’s GDP
shrank by 0.5%4 with the global GDP falling by $40 billion.5 The cost of the West Africa Ebola outbreak is estimated at US $53 billion
from the mortality and economic impact,6,7 similar to the cost of H1N1 (US $45 to 55 billion).8
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Epidemics Affect All Aspects of a Country’s Economy
The impact of an epidemic is not limited to the health sector, but extends to all aspects of a country’s economy
and triggers long-lasting fiscal shocks, which can threaten stability and economic growth.

 TOURISM declines as airlines freeze flight routes,

 HOUSEHOLDS AND LABOR MARKETS are affected

countries close their borders and fear increases.9

by rising unemployment, lost incomes and school
closures. Demand for food and services drop.13

 TRADE suffers as a result of quarantine and
border control measures. Export and import
of goods slow. Manufacturing stalls.10

 FOREIGN DIRECT INVESTMENTS fall, whether
delayed or canceled altogether.
and lower tax compliance) and increase in expenditures
for crisis response exacerbate budget deficits.14

Annex C.2, http://documents.worldbank.org/curated/
en/979591495652724770/pdf/115271-REVISED-FINAL-IWGReport-3-5-18.pdf

 DECLINES IN PUBLIC REVENUES (drop in economic activity

can lead to food insecurity.11 With food prices rising
due to reduced domestic supply and a weaker
currency raising import costs, inflation looms.12

Country Vulnerability to
Pandemic Economic Loss

 AGRICULTURE exchanges slow and reduced production
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How to Estimate Your Own Risk

YOU CAN ESTIMATE THE ECONOMIC RISK FACING YOUR COUNTRY USING THREE DIFFERENT METHODS.
GLOBAL ESTIMATES As we live in a globalized world, it is
projected that when a major pandemic strikes, most countries
will face economic shocks similar to those suffered by the
overall global economy. Using data from recent economic
research, countries should prepare for an estimated 2.2% loss
of GDP in the case of a moderate flu pandemic, while a severe
scenario could mean up to 4.8% loss of GDP.15 Since the average
GDP growth in Sub-Saharan Africa in 2017 was 2.6%16 a pandemic
would completely stall or even reverse economic growth in
most Sub-Saharan African countries.

REGIONAL ESTIMATES Utilizing regional vulnerability to
economic losses from pandemics offers a useful gauge of the
possible impact of pandemics on your region and country. It is
anticipated that the annual cost of a global flu pandemic would
translate into South Asia’s GDP dropping by 2% ($53 billion),
and Sub-Saharan Africa’s GDP by 1.7% ($28 billion).17
COUNTRY ESTIMATES The International Working Group on
Financing Preparedness recently developed models to estimate
country-level vulnerability to economic loss from pandemics,
based on individual risk profiles and population18 (See figure 3).

Regardless of the method used, all estimates reveal that not investing in preparedness is a high-risk gamble. Even the most
conservative models suggest pandemic risks are on par with other high-profile economic threats, including climate change
(0.2 to 2.0 percent of global GDP, according to the Intergovernmental Panel on Climate Change 201419) or natural disasters (0.3 to
0.5 percent of global GDP and 65,000 deaths per year, according to UNISDR).20 The International Monetary Fund’s threshold for a
major economic disaster is 0.5% of GDP loss.21 We must ensure that our governments prioritize preparedness to avoid a reversal
of development and economic progress, and an increase in social and political challenges. Without appropriate investment in
epidemic preparedness, your country’s hard-won prosperity, stability, and global reputation are at risk.
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