/"\ UNITED NATIONS
Z»~~ UNIVERSITY

UNU-MERIT

Working Paper Series

#2008-038

The economic impact of AIDSin sub-Saharan Africa*

Théophile T. AzomahdyuRaouf Boucekkirg, Bity Diené

United Nations University - Maastricht Economic and social Research and training centre on Innovation and Technology
Keizer Karelplein 19, 6211 TC Maastricht, The Netherlands
Tel: (31) (43) 388 4400, Fax: (31) (43) 388 4499, e-mail: info@merit.unu.edu, URL: http://www.merit.unu.edu







The economic impact of AIDSin sub-Saharan Africa*
Théophile T. AzomahdyuRaouf Boucekkirfg, Bity Diené

% UNU-MERIT, Maastricht University, The Netherlands
® UCLouvain, Belgium, and University of Glasgow, UK
°BETA-Theme, Université Louis Pasteur, Strasbourgrance

Abstract

In this paper, a simple general equilibrium moadh Solow is developed to capture the impact of
AIDS on economic growth. To this end, a benchmadkieh due to Cuddington and Hancock (1994) is
extended in various directions. In particular, sharply declining life expectancy patterns arergjea
re°ected in the enlarged model through a generin-B#ath mechanism. AIDS-related health
expenditures are incorporated as well. Using uplale- optimal forecasting methods, the model
applied to South Africa shows that while a reldiivehort term assessment might not reveal any
dramatic AIDS growth e®ect, the medium/long run &cjpcan be truly devastating. In particular, the
heavy trends in mortality and life expectancy cuilseinduced by AIDS are shown to be potentially at
least twice more detrimen-tal for per capita ecoicognowth in the period 2020-2030 compared to
2000-2010.
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Figure 5: Forecasting of GDP without AIDS

24



1100 r
| —— Actualeapfll ——  — ————
1000 " Median Forecasts
900 r 95% Confidence Bands
800 1
700 |
600 |
500 1
400 ‘ ‘ ‘ ‘ ‘ ‘
1950 1970 1990 2010 2030 2050 2060
0.03 1 ) .
— eapflForecast Kernel Density for Observation 2010
0.025 1 —— N(s=774)
0.02 1
0.015 1
0.017
0.005 1
0o L
500 600 700 800 900 1000

Figure 6: Forecasting of economically active population with AIDS, female
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Figure 7: HIV prevalence in percent 1988-2015
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Figure 8: HIV prevalence 2016-2050
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Figure 9: GDP growth rate per capita with and without AIDS
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Figure 10: GDP growth rate per capita with and without AIDS: polar cases (5 = 0 and

=1
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