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ABSTRACT

In the modern world, the morbidity of the population plays an important role in the dynamics of
economic processes. On the one hand, significant government expenditures on providing the
necessary medical care and medicines to citizens directly or indirectly affect the dynamics of
budget expenditures. On the other hand, state guarantees for financial support of citizens during
their disability are also a costly budget item. Finally, global disasters such as pandemics certainly
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damage the economies of entire states in particular and the world as a whole. The purpose of the
work is to consider the features of the economic consequences of population morbidity. According
to the results of the study, it should be concluded that the morbidity of citizens of any country is
always the reason for the state's expenses for their treatment and rehabilitation. At the same time,
it is quite profitable for the state that citizens again acquire the necessary working capacity, since
this directly affects the amount of taxes received by the state Treasury. At the same time, favorable
working conditions significantly reduce the morbidity of the population and the occurrence of
disability, which also, while reducing the cost of treatment and restoring the health of citizens,
contributes to maintaining an appropriate level of taxation.

However, the morbidity of the population — the main productive force of any country-can be
associated with the development of various kinds of epidemics and pandemics, when the spread of
infection partially paralyzes the economy.

Outbreaks of infectious diseases can easily cross borders and threaten economic stability. The
current outbreak of human coronavirus (COVID-19) is a reminder of this threat. The constant
adaptation of microbes, as well as their ability to develop and become resistant to antibacterial and
antiviral agents, ensures that infectious diseases will continue to be a constant and ever-changing
economic threat. Consequently, the assessment of these threats is important to inform households,
governments and businesses about potential economic shocks as a result of outbreaks of
infectious diseases.

The purpose of the study is to determine the degree of economic consequences of population
morbidity in the modern world.

The objectives of the study should include:

- identification of the impact of population morbidity on the economy of a country;

- analysis of the scale of economic consequences for countries as a result of the spread of
infectious diseases;

- assessment of the possibility of reducing the negative impact of population morbidity on the
economy of countries.

Keywords: Morbidity; economic consequences; pandemic; government spending on health; crisis.

1. INTRODUCTION

People all over the world, depending on their
immunity and genetic predisposition, as
well as under the influence of various natural,
man-made and other factors, are subject to
various injuries and diseases both infectious and
non-infectious genesis. As a result, such
conditions lead to disability of the population.
The state's concern for its citizens is the most
important part of the country's social expenditure.
At the same time, this amount of expenses
includes not only the cost of free provision of
medicines, but also the compensation of
medical workers, and the provision of
financial guarantees to patients. However, the
incidence of the population can be a disaster for
the state in the event that an epidemic or
pandemic is expected to develop, spreading
rapidly.

A significant part of the diseases progressive
humanity has won for a long time, this was due
to the introduction of universal vaccination by
age and taking into account the current
epidemiological situation at the time of the

91

vaccination campaign. However, you cannot
discount the various medical experiments
conducted in closed laboratories, during which
various types of viruses and bacteria are studied
that can spread at lightning speed and cause
various diseases in people. If such viruses get
out of human control, the situation in the country
where this situation has developed, as well as,
as it turned out, around the world, can become
critical. The introduction of a special provision
related to overcoming the consequences of
epidemics and pandemics permanently disables
the economy, which, taking into account the
worldwide supply chains of raw materials and
equipment, can lead to economic failures in
various industries. It is difficult for countries that
are used to the current situation in the economy
to switch to a closed-loop economy, which will
allow States to independently provide their needs
with the necessary raw materials and
technologies. That is why it is very important to
control the population's morbidity in a timely
manner, prevent outbreaks of infectious
diseases, and create a specialized fund that can
be used to help the population in the event of
mass morbidity or other situations related to the



state guarantee of medical care for the

population.
2. MATERIALS AND METHODS

In the process of writing the study, a systematic
analysis of the literature within the research topic
was applied, as well as comparative and
comparative methods were used. The literature
on the spread of both non-communicable and
infectious diseases was analyzed, including an
assessment of the impact of their development
dynamics on the health sector, as well as articles
on the latest data on the spread of COVID-19.

In one of the studies, the author examines a
number of channels through which the economy
of any country can be affected by a serious flu
outbreak. These channels include: reducing
household consumption of tourism, transport and
retail; frequent absences from work due to iliness
or prevention; school closures; and increased
demand for health services. Given these
channels, four types of economic shocks are
used to simulate an influenza pandemic.

1. Temporary rise of demand for hospital and
other medical services. The increase in
medical costs associated with each
pandemic is applied as an increase in
spending on the public services sector.
Temporary increase in the number of sick
leave and school closures. This is a
disease of workers and parents caring for
children. These effects are modeled as a
temporary decrease in output per
employee (labor productivity).

Deaths with a corresponding permanent
reduction in the labor force.

Temporary reduction of international
tourism and business travel. They depend
on the number of people infected and the
initial deaths per case. The impacts of
tourism are applied to the exports of the
four sectors: wholesale and retail trade, air
transport, other transport, recreation and
other services. Such purchases represent
expenses of tourists [1].

Accordingly, it is obvious that the reaction of the
economy of any country, even to a short-term
rise in morbidity, is quite noticeable.

Assessing the financial impact of medical
interventions requires some understanding of the
extent to which a particular medical intervention
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and related health changes affect labor market
activity and transfer payments.

From the government's perspective, morbidity
and mortality that affect productivity, retirement
decisions, and labor force participation will affect
government revenue [2].

At each age of life, per capita expenditures and
expected tax revenues allow us to assess the
likely financial consequences of changes in
health status at any stage of life. For example, an
intervention that supports the health of a 61-year-
old man and allows him to avoid early retirement
for health-related reasons will increase taxes for
the government and reduce disability costs and
additional pension costs paid for early retirement.
In addition, an understanding of the role that
certain medical conditions may have in the
accumulation of human capital, such as
education, may also be considered.

Understanding how medical interventions affect
people's financial lives can be used to assess the
return on government investment in future gross
and net tax revenues associated with improved
health. In public-funded health services, new
medical interventions represent increased costs
for the government, but can also increase tax
revenues when used effectively [3].

To understand the overall and net fiscal impact,
you can estimate the fiscal cost of new activities,
including investment costs in government
spending profiles, to assess the fiscal impact and
whether the additional costs are justified. For
example, a person who is diagnosed with a
disease at the age of 39 is likely to reduce
productivity for the rest of their life and increase
transfer costs. This will lead to a shift in both
age-related per capita tax revenue (lost tax
revenue) and per capita transfer costs (increased
spending). Therefore, investment in new medical
technology aimed at controlling this disease is
likely to reduce the shift towards lower age-
related spending on transfers per capita and
support age-related tax revenues per capita.

The return on investment can be estimated by
comparing the net fiscal effect with and without
investments in healthcare technologies. The
financial health framework can also be used to
account for future lost income from children,
because it represents expected revenue for
governments and is well reflected in public
finance methodologies [4].



Public finances are influenced by two opposing
forces of the population:  government
expenditures and tax revenues. As the age
structure and health status of the population
changes, these opposing forces, including
economic growth and tax revenues influenced by
labor market participation, as well as age-related
expenditures, are also adjusted.

Looking at the age structure of the population,
you can see how changes in the health status of
the population can affect the state balance by
increasing transfers and reducing tax revenues.
As health status improves in one age group,
productivity and tax revenues will increase. From
the government's point of view, investment
choices made by national and regional health
services can have both a positive and negative
impact on public accounts, depending on the
extent to which health investments affect
morbidity, mortality, and the level of economic
activity [5].

In recent years, public finance and policy
agendas have increasingly focused on health
sustainability due to concerns about rising health
costs, aging, and increased consumption of
health resources. The issue of health
sustainability is most relevant in countries with
health systems that are primarily funded by
taxes; in private payment markets, sustainability
is limited by solvency. Despite the importance of
sustainability, there is limited agreement among
health researchers on how to define a
sustainable health system and how health
sustainability fits into the broader theme of public
finance sustainability [6].

In the current environment, experts often confuse
technical efficiency with sustainability. It is clear
that efficiency contributes to sustainability;
however, even universal implementation of
effective  health programs can become
unsustainable if the number of effective
programs adopted becomes unavailable. At the
moment, cost — effectiveness analysis — the main
tool used by health systems everywhere to
control  costs-does not guarantee the
sustainability of our health systems in the long
term. In addition, the cost-effectiveness analysis
cannot inform the cross-sectoral allocation of
resources, i.e. the transfer of public spending
from one sector to another, which is likely to be
important for assessing the sustainability of the
public sector. This points to the need for a
broader set of analytical approaches to examine
sustainability and how investments in the health
sector affect public finances.
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21The Role of Pandemics in the
Economic Situation of Modern States

Based on the situation described above, it is
necessary to clarify the following: all of the above
is related to the traditional state policy in the field
of health at a time when the country is not
involved in wars or a particular pandemic has not
spread on its territory. However, in the situations
described above, which are sometimes extreme,
everything can change. An example of this
transformation is the current pandemic
associated with the incidence of COVID-19 in the
world population [7].

The spread of the disease occurred within a few
months of its onset in China, and to date, the
number of cases has reached more than 50
million, of which more than 1 million are fatal.

In our opinion, the historical significance of this
epidemic is due not only to the fact that it has
become the most widespread over the past few
decades, but also to the fact that its
consequences will take place in various spheres
of human activity over the next few years.

Strategies for managing the spread of COVID-19
have varied, with many researchers applying
several additional approaches, often including:

— coordinated search and distribution of
security tools;

— redistribution of medical potential;

— testing for viruses and antibodies;

— contact tracking;

— frequent disinfection of public facilities;

— social distancing;

— wearing masks;

— management of crowds in public places
due to unstable schedules, and move
outdoors;

— limit large meetings;

— quarantine infected people and minimize
the risk of infection by closing schools and
businesses and making more extensive
orders to stay at home [8].

Of these strategies, quarantine was one of the
most accessible, widely used, and hotly debated
measures in the COVID-19 framework. This
approach also has a number of historical
precedents. In fact, closure and quarantine were
among the only tools available to society before
the advances of Virology in the 19th and 20th
centuries. Although the closure of firms was
more extensive under COVID-19 than during
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many past pandemics, the main measures taken
now, such as quarantining patients, restricting
public gatherings, and closing schools, were
implemented during the 1918 pandemic,
although on a smaller scale and with a shorter
duration [9].

The coronavirus pandemic is characterized by
six types of economic shocks.

1. Temporary rise in demand for hospital and
other medical services. This effect is
scaled to reflect the number of coronavirus
infections relative to the number of
pandemic flu infections. Note that the
number of coronavirus infections (as of the
end of April 2020) is much lower than the
number of pandemic flu infections.

A temporary surge in demand for police
and related services. This effect is
associated with the use of large-scale and
mandatory social distancing measures
applied almost everywhere. This effect is
expected to peak at 5% of basic
government spending for all countries
except Sweden and Singapore. The peak
of spending growth coincides with the peak
quarter of infection, and then falls as the
number of new infections decreases over
the course of the year.

Temporary increases in sick leave, school
and university closures, job closures, and
cancellations of public events and
meetings. These effects are intended to
reflect the wide range of serious mitigation
measures that countries have taken to
ensure mandatory social distancing in
efforts to contain the spread of the
coronavirus. These effects focus on the
impact on jobs. This effect is expected to
peak at 20% of the base labor
productivity across the economy for all
countries except Sweden and Singapore.
For Sweden and Singapore, the peak is
assumed to be -5%. The peak of the fall in
productivity coincides with the quarter of
the peak of infection, and then falls as the
number of new infections decreases over
the course of the year.

Deaths with a corresponding permanent
reduction in the labor force.

Temporary reduction of domestic and
international tourism and business travel.
During the initial stages of the outbreak,
there was a decrease in international travel
and tourism due to uncertainty about the
epidemiological characteristics of the virus
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and the cancellation of international
meetings. In the end, most countries
closed their borders to all visitors and
allowed only returning citizens and
residents to enter. This has led to an
almost complete cessation of international
travel and tourism. This is imposed on the
global reduction of the relevant sectors by
25-60%. It is assumed that this peak effect
is timed to the number of coronavirus
infections during the year.

Temporarily switch home and business
spending from domestic tourism and travel,
restaurants and accommodation, sporting
events, and retail shopping in stores. Strict
mitigation measures have led to
restrictions on a number of activities that
are typical for personal contact; this has
affected restaurants and residential areas,
sporting events, and retail purchases of
non-essential goods in stores. In most
countries, mitigation measures also
severely restrict movement between and
within cities, which has a serious impact on
domestic tourism and travel. Shifting
spending on these products means a 50%
reduction in domestic sales in the
respective sectors. This peak effect is
associated with the number of cases of
coronavirus infection during the year [10].

It is necessary to indicate another negative factor
that will lead to a decrease in the birth rate in the
future and, as a result, to a reduction in the
resources of the labor market. This is child
mortality. The unprecedented global socio-
economic crisis triggered by the COVID-19
pandemic poses serious risks to the nutritional
status and survival of young children in low-and
middle-income countries. Of particular concern is
the expected increase in child malnutrition,
including malnutrition, due to a sharp decline in
household income, changes in the availability
and availability of nutritious foods, and
interruptions in the provision of health, nutrition
and social protection services.

One in ten deaths among children under 5 years
of age in the countries mentioned above is
associated with severe exhaustion, as emaciated
children are at increased risk of dying from
infectious diseases. Before the COVID-19
pandemic, approximately 47 million children
under 5 years of age suffered from moderate to
severe malnutrition, most of them living in sub-
Saharan Africa and South Asia [11].



Economic, food and health disruptions resulting
from the COVID-19 pandemic are expected to
further exacerbate all forms of malnutrition. The
international food policy research Institute
estimates that the pandemic will put an additional
140 million people in extreme poverty on less
than $ 1,90 a day in 2020.

According to the world food program, by the end
of 2020, the number of people in third world
countries facing acute food insecurity will almost
double to 265 million. A sharp decline in access
to child health and nutrition services is expected,
similar to that observed during the 2014-2016
outbreak of Ebola virus disease in Saharan
Africa [12].

At the start of the COVID-19 pandemic, UNICEF
estimated a 30% overall reduction in basic
nutrition coverage, reaching 75-100% in isolation
settings, including in unstable countries with
humanitarian crises.

A call to action on child malnutrition and COVID-
19 came from the heads of four UN agencies.
These efforts combine three approaches to
modeling the combined impact of COVID-19 on
the economy and health system on malnutrition
and mortality: macroeconomic projections of the
impact on gross national income (GNI) per capita
(GNI) MIRAGRODEP; microeconomic estimates
of how projected GNI shocks affect child attrition;
a "Saved lives" tool that links country-specific
health service disruptions and projected
increases in attrition to child mortality [13].

The COVID-19 pandemic is expected to increase
the risk of all forms of malnutrition. The attrition-
oriented estimates given here are likely to be
conservative, given that the duration of this crisis
is unknown and its full impact on food, health,
and social safety nets has yet to be realized.
Disrupting other health services during
quarantine will further undermine the health and
mortality of mothers and children, and as
economic and food system crises deepen, other
forms of malnutrition are expected to increase,
including stunting of children, micronutrient
deficiencies, and maternal nutrition.

Without adequate action, the profound
impact of the COVID-19 pandemic on nutrition at
an early age can have generational implications
for children's growth and development, and
have lifelong impacts on education, chronic
disease risks, and overall human capital
formation.
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3. RESULTS

3.1 The Influence of the Incidence of
Citizens on the Income and
Expenditure of the State

Governments of all countries have a direct
interest in ensuring that the health of their
citizens is sustainable. Public health is not only
fundamental to economic growth, but also affects
short - and long-term government spending on
health, disability, and other social programs, and
is associated with direct and indirect taxes.

The role of fiscal transfers between ordinary
citizens and government is largely ignored in the
traditional analysis of welfare economics, based
on the hypothesis that there are no winners or
losers as a result of wealth transfer. However,
from the government's point of view, this position
is incorrect, since the costs of disability and lost
taxes associated with poor health and reduced
productivity represent real costs that have
consequences for the budget and growth [14].

Sociologists are increasingly paying attention to
the relationship between  macroeconomic
conditions, individual experience in the labor
market, and physical and mental health
outcomes. Among the negative effects on public
health, researchers cite a decrease in mental
and physical health, a deterioration in self-
esteem, an increase in cigarette smoking and
alcohol consumption, as well as short-and long-
term increased risks of death of all causes.

Research has documented how increased
economic stress has led to reduced job
prospects and precarious employment, as well
as reduced access to health insurance and use
of health services.

Traditional approaches to assessing the health
economy originate in the welfare economy, which
focuses on the costs of the health sector, but
ignores transfers and taxes, based on the
assumption that there is no increase or decrease
in welfare associated with transfers and taxes.
While this does reflect the economic perspective
of welfare, it does not reflect fiscal reality and the
observation that the loss of taxes and the
increase in transfer taxes represent real costs for
the government [15].

In many ways welfare economics provides a
theoretical framework for optimizing public
welfare; it is detached from the reality of financial
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constraints and the need to tax citizens to pay for
government programs. An example of such
transfer costs was discussed in a report
commissioned by the UK government, which
describes the impact of poor health on working-
age adults. The report notes that the impact of
poor health on adults of working age ranged from
62 to 76 billion pounds per year (2007), of which
29 billion pounds were unemployment benefits,
and 28 to 36 billion pounds were lost tax revenue
[16].

Health sector expenditures, traditionally included
in cost-effectiveness analyses, account for
between 8% and 15% of total government
spending. These figures highlight the fact that
applying a limited approach to health care for
adults and working-age children, who represent
future taxpayers, may not account for most of the
associated financial costs that are beyond the
health system's budget [17].

Events such as premature death, disability, early
retirement, or reduced labor force participation
will reduce the amount of taxes paid to the state.
Similarly, health conditions that increase life
expectancy have a beneficial effect on tax
revenues, but there is also an increase in
transfer costs for the government. Simultaneous
accounting of transfer costs and tax revenues
provides an insight into the impact of minor
health changes on public finances. This may
include improving education, future income, and
productivity; delaying a decision about
retirement; or the avoidance of early mortality. In
this respect, reduced labor force participation has
the same effect as unemployment, because
people are excluded from the labor market,
which requires an increase in state-funded social
support programs [18].

4. DISCUSSION

The history of past pandemics and economic
downturns provides an insight into what we can
expect from the current COVID-19 crisis. There
Is a complex relationship between health and
economic productivity that will determine the
immediate and hidden consequences of COVID-
19 in both obvious and subtle ways. Taking into
account that these hidden effects develop over
decades and even generations, economic history
is uniquely able to provide evidence of the
potential long-term costs of a pandemic.

The experience of both historical pandemics and
historical recessions can give us insight into the
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possible long-term effects of COVID-19 and how
we can reduce these costs. The experience of
the 1918 flu pandemic shows that the impact of
the disease can affect people throughout their
lives, both directly through a deterioration in their
current health status, and indirectly through a
reduction in investment in human capital.
Costs were not limited to those directly
affected; instead, they spread within households
and across space, sectors, and generations
[19].

Moreover, while mortality is high and saving lives
may remain the main goal during a pandemic,
preventing and compensating for disease may be
an equally important policy issue, especially in
the context of possible long-term consequences.
In particular, during a pandemic, when a large
proportion of elderly people become ill (as in the
1918 pandemic), or during pandemics, when
many are infected but eventually survive (as in
the 1918 pandemic and COVID-19), cases of a
pandemic disease can have long-lasting
consequences throughout life, either as a result
of the initial disease (which can, for example,
disrupt fetal nutrition, reduce working capacity, or
permanently harm health), or as a result of its
consequences later in life [20].

The great depression points to other long-term
consequences that may result from the downturn
in economic activity associated with the
pandemic: both birth and entry into the labor
market during the great depression led to
economic penalties in adulthood, and restrictions
on migration took place. Adverse effects on
people and businesses. It is important to note
that history shows us that these two types of
harm are mutually reinforcing: harm to health
tends to undermine the prospects of the labor
market in the long run, while harm to the
prospects of the labor market tends to undermine
health in the long run.

Therefore, researchers and policy makers should
consider the possibility of these long-term costs
when weighing the short-term costs and benefits
associated with pandemic control and fiscal
intervention. The story suggests potentially huge
future costs to both the economy and the social
safety net associated with the deteriorating
economic situation, chronic health problems, and
missed fertility of the covid-19 cohorts. Given that
investments in human capital tend to be more
productive the earlier they are made, this
suggests that policy measures taken now, such
as monetary assistance, may be particularly
cost-effective [21].
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Economic history also shows that we cannot
consider the impact of COVID-19 on health and
the economy independently. Past pandemics
indicate that regardless of the pathology of the
disease, its effects often depend on economic
conditions. While some pandemics have not
spared the class, many have disproportionately
affected people with lower socio-economic status
due to a variety of factors, including their
profession, living conditions, and access to
health care. These people are at greater risk of
infection, are at greater risk of exposure-related
harm, and are less able to eliminate this harm. It
is already clear how this happens in the case of
COVID-19, and it is necessary to remember that
the spread of the disease and the severity of its
consequences will partly depend on the spatial
distribution of residence and economic activity.

These disparate effects of the virus itself will be
compounded by the associated economic
downturn. To the extent that the COVID-19
economic  downturn limits  exposure to
environmental and work-related hazards, or
reduces the cost of unhealthy behaviors, non-
coronavirus aspects of health can actually
improve. However, both the current literature on
developing countries and the US experience
during the great depression suggest that a
severe economic downturn may exacerbate
health problems in regions with lower basic
incomes and weaker social protection systems
[22].

Identifying the channels through which loss of
income and general recession conditions affect
health is essential for correctly interpreting any
observed changes in the population's health level
during COVID-19 and for developing effective
health policies. Successful implementation of this
policy also requires a solid understanding of
history. In particular, the obstacles to public
health initiatives during past pandemics that were
linked to institutional structures and individual
attitudes provide warnings for our current crisis.

While the history of the economy provides useful
insights into the current pandemic, the way this
crisis is developing also provides a new
perspective from which to go back in time. We
are witnessing the actions that individuals and
families, employees and firms, citizens and
government officials are taking to protect
themselves from the pandemic and the damage
it has caused to the economy. You can see how
these responses change as new information
about COVID-19 becomes available. The current
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pandemic provides us with unprecedented rich
and disaggregated data that, even if sitill
evolving, can provide new insights into which
groups may require additional study of past
pandemics. All these aspects of COVID-19 can
help us change the way we study the economic
history of pandemics [23].

One of the most important ways that the COVID-
19 experience can shape the direction of
economic history may be to focus on differences
rather than looking for similarities. Although the
transmission rate and severity of COVID-19's
effects have historical counterparts, many
important features of the world vary significantly,
including the global nature of production; flows of
people, goods, and information; urbanization;
basic standard of living; medical technology;
public health infrastructure; and the role of
government [24-29].

These differences can help us better understand
past and present pandemics; moreover, they
help us understand how and why things have
changed. For example, the effects of COVID-19
were more widespread and the corresponding
economic downturn more devastating than
previous pandemics would suggest. This
situation is likely to have been affected by the
much higher economic costs of COVID-19
compared to the equally deadly pandemics of the
20th century.

5. CONCLUSIONS

The morbidity of citizens of any country is always
the reason for the state's expenses for their
treatment and rehabilitation. At the same time, it
is quite profitable for the state that citizens again
acquire the necessary working capacity, since
this directly affects the amount of taxes received
by the state treasury. At the same time, favorable
working conditions significantly reduce the
morbidity of the population and the occurrence of
disability, which also, while reducing the cost of
treatment and restoring the health of citizens,
contributes to maintaining an appropriate level of
taxation.

However, the morbidity of the population is the
main productive force of any country- it can be
associated with the development of various kinds
of epidemics and pandemics, when the spread of
infection partially paralyzes the economy.

Outbreaks of infectious diseases can easily cross
borders and threaten economic stability. The



current outbreak of human coronavirus (COVID-
19) is a reminder of this threat. The constant
adaptation of microbes, as well as their ability to
develop and become resistant to antibacterial
and antiviral agents, ensures that infectious
diseases will continue to be a constant and ever-
changing economic threat. Consequently, the
assessment of these threats is important to
inform households, governments and businesses
about potential economic shocks as a result of
outbreaks of infectious diseases.

The greatest economic impact of the infectious
disease pandemic is caused by reduced travel
and tourism due to household risk management
measures and travel restrictions imposed by
health authorities, as well as lost work days due
to illness or official social distancing measures
aimed at restraining the spread of the virus.
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