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Studies based on Computable General Equi-

The fight against HIV/AIDS must be brought
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librium Models which attempt to assess the
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in a medium-term perspective, i.e. in a five to

economic consequences of HIV/AIDS - mostly
fifteen year horizon - usually find that the
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epidemic reduces economic growth in the
high prevalence countries in Southern-Africa
by 1 to 2%-points annually. Some studies
including those based on cross-country regression analysis find even much smaller and
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reduction of economic growth rates by 2 to
3

4% per year. Paradoxically, such results are
often incorrectly presented as implying major
economic change as people confuse ‘percent’

In the last two decades the financial resources
that have been provided by multilateral and
bilateral donors as well the Global Fund to
fight against the spread of HIV/AIDS in SubSaharan Africa have increased tremendously.
The sum of these resources far exceeds the

mendations on how to revise current
HIV/AIDS policies.

stands at 2.885%. This is hardly a disastrous
impact, even if we assume that it would be a
time-persistent effect. Were we to have an
impact of 4%-points, the growth rate would
indeed stand at -1%, and this, without a

health problems and remains sequestered in

HIV/AIDS are overestimated relative to

doubt, would be very dramatic.

largely disease-specific, vertical structures.

those implied by other diseases

The effect highlighted by Computable General

In 2001, the United Nations Development

Equilibrium Models usually stems from re-

Program warned that AIDS had become the

duced labour supply, a decline in the average

First, HIV/AIDS has a much smaller impact on

primary obstacle to economic development

level of human capital and thus labour produc-

the economy than assumed by many at the

tivity, and cuts in savings and investment.

start of the epidemic, raising questions re-

and the principal factor of destruction of eco1
nomic progress in Sub-Saharan Africa. Since

garding the exceptionality of HIV/AIDS relative

then many other organisations, and in particu-

social capital, such as trust and other institu-

to other health problems. Second, there are

lar the specially created UN initiative to fight

tions. All of these effects are, however, partly

strong and valid concerns about the relative

AIDS -‘UNAIDS’- have continually empha-

offset by a simultaneous decline in population

importance of sexual transmission of HIV in

sized the disastrous effects of HIV/AIDS on

growth leading to a higher per capita capital

high prevalence settings, bringing into questi-

economic growth and poverty reduction. In

stock and, as long as the assumption of an

on the vast resources devoted to sexual

2008, Ban Ki-moon, Secretary General of the

open economy is made, from an inflow of

behavior change programs as the dominant

UN stated: ‘Halting the spread of AIDS is not

foreign capital. The latter may happen if - as

prevention interventions in SSA. Recent

only a goal within itself; it is a prerequisite for

neoclassical theory predicts - returns on

evidence rather suggests that an important

reaching almost all the other Millennium De-

capital are negatively related to the stock of

share of new infections in high prevalence

velopment Goals (MDGs)’.

settings occurs through blood exposures in
formal and informal healthcare. This implies
that most prevention programs that seek to
modify sexual behavior are ineffective in
stemming the epidemic while the potentially
highly policy-sensitive area of ensuring infection control in health settings goes largely
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more detail and then close with some recom-

A growth rate of 3% that is reduced by 4% still

The social and economic costs of

two main reasons.

2

In what follows we discuss both arguments in

budgets available for many other urgent

We see this development as problematic for

1

with ‘percentage-points’.

neglected.

2

Rigorous empirical evidence that would back
such a strong statement is still awaited. The
main problem is, of course, the lack of a
reliable counterfactual, i.e. an answer to the
question: “How would sub-Saharan African
countries fare today without the HIV/AIDS

Some studies also consider the destruction of

capital. Whether this applies to SSA and to
countries severely hit by the AIDS epidemic,
which typically already have a small stock of
human capital, is of course questionable.
Other studies, however, obtain completely
different results if they consider a longer
temporal horizon and take into account the
impact of the epidemic on the accumulation of

See Declaration of commitment on HIV/AIDS adopted at a special session of the UN General Assembly in 2001.
Ban Ki-moon, UN Secretary-General, speaking at the General Assembly High-Level Meeting on HIV/AIDS. New York, June 2008.
See Dixon et al. (2001) for an overview of some of these studies.
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New evidence regarding the transmission

three mechanisms in particular via which the

come. In contrast to what is assumed in
many sloppily written reports, not every de-

accumulation of education may be ham-

ceased person is a primary income earner.

ment of prevention policies

human capital. These studies emphasize

pered.
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First, an AIDS-induced decline in income
makes it more difficult for parents to invest in
their children’s education. Second, AIDSinduced adult mortality reduces the direct
transmission of human capital from parents to
their children. And third, in expectation of a
lower life expectancy, investment in education
might seem less lucrative because the potential period during which that capital can be
used is expected to be shorter.
It comes as no surprise then that in such
settings, the effects of HIV/AIDS on the economy are substantial (a ‘collapse of the South
African economy’), but they are closely tied to
the underlying assumption. It is not difficult to
find studies that show, with just ‘minor’
changes to these assumptions, exactly the
opposite: a decline in educational capital
leading to an increase in the returns to education which in turn would enhance investments
in education and reduce fertility; both together
would lead to a substantial increase in income
5
per capita for South Africa. Given the structure and time-horizon of such models they do

This is not to say that households may not be
affected durably but the effect of HIV/AIDS is
from an economic point of view often less

channels of HIV/AIDS call for an adjust-

While academic arguments continue regarding the proportion of HIV infections in any
particular African country which can be attrib-

dramatic than usually presented. This is in

uted to the various modes of transmission,

particular the case if the effects are aggregated over larger populations. Moreover, the
actual period of illness (AIDS) for those infected with HIV is, in fact, quite short, rarely
exceeding two years in the absence of treatment and on average around one year.

issues of reverse causality, political expediency and path dependence often preclude
serious large-scale attempts to trace modes of
transmission and react accordingly. It is telling
that an HIV outbreak investigation (genetic
sequencing of HIV genetic material to match

More importantly, what is typically lacking is a

specific viruses from different infected per-

direct comparison of effects induced by

sons) has never been conducted in any high-

HIV/AIDS and those induced by other health

prevalence African setting.

problems, including other communicable
diseases. Worms, diarrhoea, chronic malnutrition - including the lack of protein and micronutrients - have substantial impacts on children’s physical and cognitive development.
7

This is widely documented in the literature. A
dollar invested in deworming or children’s
nutrition can return three dollars plus gains in
academic achievement. Hence, underinvesting in children’s health implies reduced
productivity for the rest of their lives not only
for a limited number of years.

However, there is recent, compelling evidence
that nosocomial (medical) transmission of HIV
in high-prevalence settings in SSA has been
vastly underestimated at below 2% of all
infections. In Mozambique’s 2009 Demographic and Health Survey where concomitant
HIV testing of children and their mothers was
carried out, it was found that 31% of children
ages 0-11 who tested positive for HIV had
mothers who were not infected (and we must,
of course, remember that vertical, mother-tochild transmission in the complete absence of

not lend themselves to rigorous empirical

In turn, such comparative studies would form

antiretroviral interventions, hovers around 25-

validation, however, this does not prevent

a better basis to discuss and decide on the

35% in developing nations, meaning that we

advocates of HIV/AIDS exceptionalism from

allocation of health expenditures. A recent

may not assume that because a child’s

quoting the former while apparently ignoring

paper shows, for instance, that being HIV

mother is HIV+, the child necessarily became

the latter.

positive in South Africa is associated with a

infected vertically). The national statistical

six to seven %-point increase in the probabil-

office of Mozambique found a positive and

Among the bulk of case studies that looks at
the economic impact of HIV/AIDS from the
micro-perspective, there is ample evidence
that households affected by HIV/AIDS experience particular hardships through periods of
costly illness, the loss of an income earner
and when children are withdrawn from school
and sent to work. These effects cannot and
should not be denied, yet they are often exaggerated and again, are rarely backed by
rigorous quantitative assessments, being
based, instead, on anecdotal evidence. Many
studies show that households in poor countries cope quite well economically with the
loss of a household member, in particular if
the deceased made only a small or even
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ity of being unemployed. This is of course a

significant correlation between medical injec-

quite sizeable effect and will impress many

tions in the 12 months preceding the test and

readers of the study; however, without any

HIV seropositivity in these HIV-infected chil-

comparison, it is not clear if this effect ex-

dren. Similar to what was observed in Mo-

ceeds what we would find for other chronic

zambique, in Swaziland’s 2006-2007 DHS

health conditions. There is no doubt that

(with concomitant HIV testing), 22% of chil-

health has direct and often important impacts

dren (aged 2-12) with HIV were born to unin-

on economic outcomes. Obviously, HIV/AIDS

fected mothers.

is an infectious disease whereas many of the
other pressing health problems are not; however, this alone is not enough to justify
HIV/AIDS exceptionalism. We will return to
this point below, first turning the discussion to
a second important bias in HIV/AIDS policies
and priorities.

negative net contribution to household in-

10
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As more African nations begin to include
concomitant HIV testing of babies and children in their DHS, we may expect further
evidence contradicting the official UNAIDS
estimate that over 90% of HIV infections in
children are due to mother-to-child transmission. Casual claims that these alarming numbers can be explained by child sexual abuse

4

See Bell et al. (2006).
See Young (2005).
For a brief discussion of some of these studies, see Seeley et al. (2010).
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See e.g. Glewwe et al. (2000).
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Okinyi et al. (2009).
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are absurd. The number of cases would have

fold the already considerable risk of nosoco-

AIDS is the most frequent single cause of

to be implausibly high to explain this level of

mial transmission for these individuals. We

death, it contributes ‘only’ about 12% to the

horizontal transmission. As many healthcare

must rethink these policies which choose to

total disease burden while receiving an esti-

workers who work directly with children who

intervene in what is, arguably, the least policy

mated 40% of all health aid in that region.

have acquired HIV horizontally will attest,

sensitive area possible: sexual transmission.

Cost-benefit analysis shows that costs per

these blood exposures in high prevalence

We also believe that continued efforts to

‘disability adjusted life years lost’ (DALY) - a

settings occur for adults as well, but due to

combat the epidemic through individual sexual

metric that combines the burden of mortality

the overwhelming focus on sexual transmis-

behaviour change necessarily ignore issues

and morbidity (non-fatal health problems) into

sion, these exposures in adults are systemati-

such as the aforementioned proven horizontal

a single number - are lower for immunisations,

cally ignored in health policy.

transmission in children. The current policies

malaria, traffic injuries, childhood illness and

disregard weak and contradictory evidence

tuberculosis than for AIDS. Despite these

supporting the popular African ‘concurrency’

facts, UNAIDS is still calling for a drastic

When HIV prevention is discussed, issues of,
for example, high quality blood screening
rarely receive attention. In 2009 in Mozambique, only 69.5% of donated blood units were
screened for HIV in a quality assured manner,
a vast improvement over just 5 years earlier,
but still representing a significant and unacceptable level of HIV transmission risk which
receives little attention and no HIV-specific
12
funding. However, blood transfusions are
only one part of the issue: the WHO readily
admits that in many developing countries
autoclaves (for sterilization of medical tools)
and instruments are often only poorly monitored and maintained. Obviously, there are
many sharp objects in medicine which, when
unsterilized, present enormous risks for
transmission of blood borne pathogens.
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hypothesis, and necessitate the willingness
to believe that high prevalence nations experience sexual behaviour under-reporting at
levels exceeding all reasonable expectations
16

as well as empirical evidence, effectively
throwing away data that do not match the
enduring sexual behaviour paradigm’s preconceptions. We believe that many of the vast
resources (financial and human) which are
currently dedicated to prevention in the form
of sexual behaviour change campaigns
(which, after more than 20 years, have yet to
show positive and concrete results) or misguided mass circumcision efforts, could be
better spent investing in integrated health

prevention side and as a chronic disease from

sensitivity. While there is no doubt that HIV is

the treatment perspective.

overestimated can no longer be ignored. The
recent and overwhelming push by the WHO
and UNAIDS to carry out mass circumcision
campaigns in SSA countries to prevent HIV is
particularly chilling from both sides of this
issue. The three randomized control trials on

How could such a bias arise? One reason is
certainly that AIDS activists have typically
been a very powerful lobby backed by popular
celebrity figures such as Mr. Hewson (Bono)
and Mr. Geldorf. Another reason is that prevalence rates and cases of new infections were
systematically overestimated in the past.
Recent estimates, for instance, suggest that
the UN numbers over-estimate by 25% to
40%. The UN, in response, has decreased its
mid-point estimate from 37 million infected
20

persons to 33 million. Finally, as mentioned
above, HIV has been presented as a major

emergency response measures that sought to

also and importantly, one of great policy

prevalence African nations may be drastically

budget increase.

since the early days of the epidemic. While

same as other infectious and chronic illnesses; as an infectious disease from the

dence that sexual transmission in the high

19

break in economic progress and development

systems where HIV is treated exactly the

This is not only an area of great concern, but

very frequently sexually transmitted, the evi-
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create strong, vertical health structures to deal
with the epidemic quickly and efficiently may
have been appropriate in the early years, we

Whereas in the beginning of the AIDS epi-

believe that these structures and services

demic the World Health Organisation and

have outlived their usefulness and must now

UNAIDS were accused of not doing enough to

be integrated into general public health sys-

fight the epidemic, today more and more

tems which have had time to adjust. What has

experts accuse them of a biased presentation

been, in effect, an emergency response must

of the facts to distort priorities in favour of the

now be assimilated into a long-term, sustain-

treatment and prevention of AIDS compared

able general health strategy.

to other disease and global health issues.

which these policies are based once again fail

Worldwide, HIV causes ‘only’ about 3.7% of

to address the issue of modes of transmission

all deaths (presently about 2.8 million per

so that, with rigorous analysis, we find that

year) while experts estimate that it receives

less than half (43%) of the seroconversions in

25% of international healthcare aid and a

the three studies combined, can be attributed
14
to sexual transmission. And yet, these stud-

significant share of domestic expenditure. In
some countries HIV aid clearly exceeds total

ies are used as the basis for policies that, not

domestic health budgets. Moreover, infant

only assume 95% sexual transmission, but

mortality due to acute respiratory infections,

also heavy-handedly encourage SSA nations

diarrhoea, measles, malaria and malnutrition

to add another (unsafe) medical procedure for

in general causes more than twice as many

all boys and men, thereby multiplying several

deaths as AIDS. Even in Africa, although

17

Policy implications
Hence, we recommend a rebalancing of
priorities for health expenditure and health
investment in Sub-Saharan Africa. Patients
presenting to health facilities for intestinal
parasites, malnutrition or a host of other conditions should be guaranteed the same
chance of receiving necessary treatment as
an HIV-positive patient in need of antiretroviral
therapy.
Investment plans in health care provision
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must be balanced and, considering the usual
prevailing budget constraints, designed in a

people’s bedrooms, but first and foremost in
the public health infrastructure.■

way that they save lives in the most fair and

Geneva.

mean that current HIV treatment programs
the fact that treatment is proven to greatly
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