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1. Background 

 
The Ebola outbreak would put at risk the health of millions. The economic impact of the pandemic has the 
potential to be disastrous. The recent outbreak of the EVD which started in 1976, has raised concerns about 
a new global pandemic. Even in its early stages, Ebola has already caused significant economic damage. This 
is primarily due to the damage to the trade, tourism and agricultural sector.  In Liberia, Sierra Leone and 
possibly Nigeria, the economic – macro and micro - impact of the pandemic will be felt for years to come. 
The Ebola pandemic may lead to a reduction of both human and physical capital. Investment could drop 
significantly, and remain low possibly over a long time. Deaths caused by EVD will reduce the work force 
and lower the human capital of these countries. For many years after the pandemic, there is likelihood that 
the GDP growth of some of them may be lower than in a case without a pandemic.  Of course, there is also 
the psychological impact of the pandemic which cannot be modeled easily but could be ignored because of its 
long-lasting effects.  For example, investor’s decision to remain in Nigeria is built on confidence in the 
country’s growth potential. Indeed, the Ebola pandemic if spread very rapidly around the country could shake 
that confidence and lower future investment. For other effects, business losses may be significant as 
importers, exporters, and service industry see a significant drop in demand. Revenues and foreign exchange 
levels are down while Airlines and ships are reducing movements to countries like Liberia and Sierra Leone. 
Development projects are being cancelled, and business people have left these countries. These will force 
many businesses to close, also lower future investment and employment. 
 
At the microeconomic level, assessment of economic costs on the demand side would not only include the 
preventive, control and coping strategies adopted by the public and private sectors to avoid or reduce illness 
and death, comprising also prevention and potential treatment of infected people. The most immediate 
economic impacts of the EVD might arise not from actual death or illness but from the uncoordinated 
efforts of private individuals to avoid becoming infected. Over-reaction to the actual threat can result in panic 
behaviors and thus the economic impact could be magnified.  Conclusively, on one hand the demand for 
health related products - masks, gloves, antimicrobials and other sanitary improvements - will increase, while 
on the other hand the demand on other areas – bush meat, restaurants, hotels, leisure and tourism would be 
reduced 
 
As the outbreak is fast moving, the potential costs will likely vary in components and increase slightly.  In 
such a changing context, generation of pertinent information is important to target the fight against Ebola 
infection as effectively as possible. Economic costs are examples of such information. Indeed, assessing these 
costs, its different components and their relative importance is a central element in designing public health 
policies and identifying priorities. Assessing these costs enables various comparisons, for instance, between 
prevention and treatment costs.  Similar study on rapid assessment of the economic costs of HIV/AIDS in 
Namibia concluded that no sector of the Namibian economy will escape the impact of AIDS(Kenneth Ojo 
and Mary Delany 1997). The epidemic according to the findings will definitely tax hospital, public health, 
private and community resources, and these substantial burdens underscore the need for coordinated long-
term planning 
 

2. Estimating the Economic Costs of Ebola 
 
Presently, there is epidemiological evidence on the severity of the disease but no scientific information on 
how many people will be infected and how the outbreak will affect economic activity. The anecdotal financial 
data on the Ebola are not particularly useful in developing effective strategic policies.  Notwithstanding, 
economic costs of Ebola are significant for the health system given the resources to be deployed to prevent, 
diagnose, treat and manage cases. The costs of EVD to society extend beyond these direct costs, as the 
disease impacts individuals, families and careers both economically and in terms of their quality of life. This 
proposed research needs to generate evidence on the economic impact of EVD on health systems and 
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society. Accurate and full cost information will be crucial for evaluating the current level of resource use and 
assessing opportunities for future expenditures on the prevention and control of the Ebola pandemic. 
 

3. The Policy Context 
 
The other issue is the positive externalities that may arise from effective and well coordination of funding 
arrangements for Ebola. Effective Ebola prevention and control provide a positive externality to the whole 
population in that it helps prevent the spread in the general public.  Then, how should the economic burden 
of Ebola be shared between the stakeholders in the health sector? What will be the nature of public-private 
arrangements for funding the Ebola saga? Whose fiscal responsibility among the three tiers of government in 
Nigeria? Whatever the case, success in controlling the current wave of the epidemic will have to focus on 
effective coordination of resources - at all levels of governments - to finance the economic costs of Ebola. 
This is particularly challenging for a country like Nigeria that operates a system of fiscal federalism.  The ideal 
policy framework in a system of multi-level government will require an integrated approach by a large number 
of government agencies (across agencies and across jurisdictions) and community-based organizations(Albert 
et al. 1998). Better coordination would streamline priority of funding and ensure efficiency in resource 
allocations to Ebola prevention and Control. mitigate situations where some government departments 
develop policies that confound the efforts of others 
 
Nigeria operates fiscal federalism characterized by extensive intergovernmental fiscal relations and 
decentralization in the amount of fiscal autonomy and responsibility accorded to subnational governments.  
This has far-reaching implications on the strategy to establish resource pooling amongst the three tiers and 
the management arrangements for distribution to effectively tackle the implementation of Ebola prevention 
and control in a coordinated and harmonized manner. Recent interest in health financing of the outbreak is 
raising the debate about problems of multi-level government finance in general, and the role of sub-national 
governments in the establishment of institutions to manage the burden of Ebola pandemic under fiscal 
federalism (Ojo 2011). This discordance between fiscal capacity of the various levels of government and their 
expenditure responsibilities is a striking feature of the Nigeria federal system.   
 
The Federation Account receives revenue from oil, custom duty and corporate income tax and is shared 
among Federal, state and local government according to an allocation formula.  Each tier of government 
decides independently on what to do with the fund allocated to it.  In addition, they are not expected to 
provide budget and expenditure reports to the federal government(Ojo, Nwali and Smile 2014).  However, 
the public health sector at all levels is financed with allocation from the federation accounts.  This implies that 
the federal has no significant influence on funds allocated to secondary and primary health care services - 
except for special programmes and projects funded through some agencies. Similarly, the state government 
has limited control over how local government allocates resources on primary health services even though the 
constitution recognizes local government as integral component of the state. None of these tiers of 
government – Federal, state and local government - has any obligation to share information on its health 
budget.  This lack of transparency and accountability in health expenditure, loose budgetary arrangements, 
political interference combined with poor coordination between levels of government have limited the levels 
of integration between the health system (Ojo, Jimoh and Nwali 2011).  All these have implications on long 
term planning particularly on how the economic burden of Ebola will be shared between the three levels of 
governments in Nigeria.   
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