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he successful growth of  any country is largely dependent on its citizens' health. A healthy 

population contributes to productivity, savings and progress. However, the quality of  health 

services of  a country is highly influenced by the role of  its ministries, government T
departments, civil society groups and donor organisations. Dealing with public health requires 

2
multisectoral collaboration and interdisciplinary coordination.

Since 1950, India has made remarkable improvements in its public health status. For instance, the 

maternal mortality rate, total fertility rate and levels of  malnutrition have been significantly lowered. 

However, challenges still exist. With India undergoing a demographic and environmental transition, 

there is a considerable burden of  communicable, non-communicable and emerging diseases that not 

only affect the lives of  people, but also the working of  various sectors of  the economy. One such 

current burden is swine flu. 

Swine flu refers to influenza in pigs, which is a communicable respiratory disease caused by Type A 
3

influenza virus. The swine flu virus was first identified in pigs in 1930 in the US.  2009 saw the first 

swine flu pandemic, starting in Mexico, from where it spread to 74 countries across the world, 

including India. A disproportionate number of  deaths occurred in Southeast Asia and Africa, where 

ISSUE BRIEF # 90MAY 2015

Introduction

Richa Sekhani

1 | www.orfonline.org | May 2015

Observer Research Foundation is a public policy think tank that aims to influence formulation of policies for building a strong and prosperous 
India. ORF pursues these goals by providing informed and productive inputs, in-depth research and stimulating discussions. The Foundation is 

supported in its mission by a cross-section of India’s leading public figures, academics and business leaders.

Swine Flu: Challenges and 

Impact on the Indian Economy

The large-scale outbreak of  infectious diseases can threaten the economic and regional stability of  a country. In the recent 
past, HIV, H1N1 influenza (swine flu), H5N1 influenza (bird flu), SARS and Ebola epidemics and pandemics 
have affected people and economies of  different lands. Swine flu has seen a worrisome spread in India recently. Given the 

1inadequacy of  the government's response, the flu has raised fears of  another epidemic in the coming winter.  This paper 
explores the economic impact of  swine flu and the challenges India faces in fighting the disease.
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access to prevention and resources for treatments were limited. Research conducted by the US Center 

for Disease Control and Prevention in 2012 showed that the pandemic of  2009 resulted in the death 

of  as many as 579,000 people worldwide.

In India, in a span of  eight months from May to December 2014, swine flu had killed 981 individuals, 

of  which 93 percent were from western and southern states. What is worrisome is that swine flu 

continues to affect the lives of  thousands of  people (see figure below) and has been hampering 

businesses in many affected states. What is worse is that the 2014-15 winter seasons saw a sudden 

spurt in the number of  reported cases and the fear of  yet another big outbreak appears all too real for 
4India.

As of  March 2015, the data released by the Ministry of  Health showed 2,035 deaths out of  33,761 

reported cases from 22 Indian states, of  which Gujarat, Maharashtra, Rajasthan, Madhya Pradesh and 

New Delhi are the worst affected (Rajasthan and Gujarat are the most badly affected so far).
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The economically productive age group (30-45 years and 45-60 years) has been the worst hit by the flu. 

Experts have cautioned that the situation is similar to the 2009 pandemic. Some experts, such as Dr. 

Aditya, head of  Rajasthan's Integrated Disease Surveillance Programme (IDSP) and Deepak Bhatia, 

an IDSP officer in Punjab, have said that the outbreak has been sudden and challenging. But this only 

raises questions about the preparedness of  the Government of  India. It also demonstrates the lack of  

timely intervention. Given its inefficient healthcare system and low accessibility of  medical facilities, 

India needs to act soon, since, in the words of  World Health Organization (WHO) chief  Margaret 

Chan in 2009, “the virus is unstoppable.”

India's Response

The fragile state of  the healthcare system in India has raised questions on the country's capacity for 

monitoring respiratory diseases and giving timely warnings. If  sufficient preventive and precautionary 

measures had been available, India could have dealt with the situation better and saved many lives.

After the 2009 pandemic, the WHO had declared that the virus would keep circulating and urged 

countries to put in place necessary surveillance measures. While India has responded to the current 

outbreak, it failed to respond ahead of  time, or even as deaths began to be reported. It was only after 

January this year that both the Centre and the states mounted intensive public awareness campaigns, 

began monitoring the situation and distributing drugs to states to combat swine flu. 

India currently does not have enough labs to carry out monitoring satisfactorily. At the Central level, 

the National Centre for Disease Control (NCDC) undertakes surveillance and monitoring, while at 

the state level the NCDC's Integrated Disease Surveillance Programme (IDSP) officers monitor new 
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diseases. There are only 12 central labs operating under the NCDC's IDSP and nine others under the 

Indian Council of  Medical Research. The capacity of  the states is even more limited. A densely 

populated state like Uttar Pradesh has only two laboratories, while Haryana relies on the NCDC in 

Delhi for all its testing. To make matters worse, the recent union budget has slashed the allocation for 

healthcare by 20 percent, from $5 billion to $4 billion—and this is when other countries are raising 

public health expenditures. Inadequacies in the provision of  public health facilities have compelled 

people to seek private health services, resulting in high out-of-pocket expenditures. An impoverished 
7Indian spends four times more on his health than the government does,  which is very alarming. The 

low level of  government spending is one of  the major factors affecting the creation of  a preventative 

health infrastructure. 

The biggest challenge for most Indian states is creating awareness and getting people to report 

symptoms of  swine flu early. Another challenge is drug supply. In the years after the 2009 pandemic, 

the production of  Tamiflu in India, the anti-viral drug recommended by WHO to combat swine flu, 

stagnated. With the sudden outbreak of  the disease last year, states initially faced challenges in 

procuring the medicine. In many states, there remains a lack of  basic infrastructure too. Patients who 

were admitted late needed to be put on ventilator to survive, but states faced the dilemma of  

insufficient ventilators. At these hospitals, the first preference is given to VIPs, which further reduces 

the chances of  common people getting timely intervention. 

Another challenge is that India does not have a vaccine policy on influenza, although such a policy was 

recommended by the WHO. Since influenza viruses have immense capacity for mutation, there is no 

uniform vaccine for them. Effective vaccine development requires knowledge of  the precise public 

health burden imposed by a disease. While Western countries are technologically advanced and 

sanction large budgets to carry out research to develop new influenza vaccines, India does not. 

Creating a new vaccine in India would cost more than half  the entire health budget. 

Inadequate health manpower is yet another deficiency. In the urban areas, doctors and other health 
 

personnel are often spurred solely by profit, while in rural areasdoctors are unwilling to provide their 

service which puts the majority of  people out of  reach of  healthcare services. An audit by the Ministry 

of  Health has revealed that, of  those affected by swine flu so far, 70 percent belong to the urban strata 

and 30 percent to the rural. Considering that the disease is communicable, the poor in rural areas may 

become more vulnerable if  it remains unchecked. But compared to the urban areas, there is a notable 

shortage of  specialists in the rural healthcare system. For instance, the rural areas of  Chhattisgarh, 

Jharkhand and Rajasthan have more than a 90 percent shortage of  manpower and both Uttarakhand 
8and Odisha have an 86 percent deficiency.

Until now swine flu has largely affected human lives, but if  the situation is not addressed, it will gather 

renewed force from October onwards. According to emerging analysis, such a scenario will affect 

various segments of  the economy, including stock markets, foreign institutional investment, 

consumption and ultimately the Gross Domestic Product (GDP), which is directly or indirectly the 
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driver of  growth. The following section therefore looks at the likely economic consequences if  the 

swine flu situation remains untackled. 

Impact on the Economy

One of  the most crucial industries, important both from the economic and employment point of  

views, is tourism. Tourism contributes about 6.8 percent to India's GDP. It is the third largest foreign 

exchange earner for the country. According to the sectoral document on Travel and Tourism under 

the “Make in India” campaign, every $1 million spent in India has the potential to generate 78 jobs. 

Reports of  swine flu and deaths arising from it have the potential to drastically affect the tourism 

industry of  India. Rajasthan, Maharashtra, Gujarat and Delhi have the highest tourist 

concentrations—and they are also the most affected states. 

A recent assessment by the Associated Chambers of  Commerce and Industry (ASSOCHAM) showed 

that the outbreak of  swine flu in Rajasthan and Maharashtra could result in a loss of  INR 5,500 crore 
9

for the tourism and aviation industries.  With an increasing number of  cases being registered, 

domestic tourist flows to Jaipur, Udaipur, Jodhpur, Bikaner and other locations have already been 

affected. If  not tackled, swine flu incidence is likely to increase in the coming winter months, which is 

incidentally the peak time for foreign tourists to visit India: During the winter season, the “golden 

triangle” of  Delhi-Agra-Jaipur, along with other towns in Rajasthan, account for 200,000-

250,000—or about 30 percent—of  foreign tourist arrivals. Mumbai, which attracts the second largest 

number of  foreign tourists in winter, is also likely to see its tourist numbers decrease. Thus, foreign 

exchange earnings will be hit, which currently amount to $1.5-2 billion (INR 9-12,000 crore) a month 

during winter. As per ASSOCHAM's conservative assessment, net earnings of  about INR 4,000 crore 

will be lost. 

There will be another INR 1,200-1,500 crore of  secondary losses because of  decline of  tourist traffic 
10

in hotels, airlines, taxi operators and restaurants.  Delhi airport, which received the highest share of  

foreign tourist footfalls of  about 29 percent in January 2015, will see a decrease in earnings if  the 

incidence of  swine flu increases. Nearly 800,000 foreign tourists arrive in Delhi every month and most 
11of  them generally head for the Golden triangle.  There have already been negative reactions from 

some countries. For instance, the United Arab Emirates' Ministry of  Foreign Affairs has urged its 

citizens currently in India to avoid swine flu affected areas and warned its other citizens against 
12travelling to India.  The death of  a Swiss national in Rajasthan due to the virus has also raised concern 

in other countries. 

The informal economy of  India, which accounts for 90 percent of  non-agriculture employment and 
13constitutes 75 percent of  all the Indian businesses,  is largely dependent on the tourism industry and 

tourists to sell their products and services. With tourist arrivals slowing down, the earnings of  workers 

in the informal sector will be affected. Considering that workers in this sector do not have any kind of  

social security or health insurance, their position will become even more vulnerable. 
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If  the outbreak worsens, it might discourage foreign investment and may well prompt some foreign 

institutional investors to pull their money out of  the Indian equity markets. This will not only affect 

the stock market, but will also lower stock prices and apply downward pressure on the rupee: The 2009 

pandemic affected the financial system of  various countries and led to the decline of  stock market in 

several countries (Mexico, Spain, Britain, Germany, France, etc.). A similar case can be argued for 

India and Indian stock markets. The GDP may be affected because of  lower consumption, as there is a 

tendency to consume less during a pandemic. September and October are festive months in India, 

when people tend to consume and buy more; depending on their intensity, pandemics tend to lower 
14

GDP growth rates by 0.5-2 percent.  The swine flu outbreak and the monsoon season together are 
15

likely to lower India's GDP by one percent.  Given an IMF forecast of  7.5 percent for the year 2015-

16, GDP is thus likely to shrink to 6.5 percent if  the current situation regarding swine flu persists or 
16worsens.

The outbreak is also likely to disrupt day-to-day functioning, whether in the Bollywood industry (for 

example, by disrupting shoots in locations reporting swine flu cases, as has already occurred in a few 

instances) or life in cities and towns (for instance, in February this year, NLU Jodhpur, schools in 

Ghaziabad, malls and cinema halls in some cities in western India were shut down because of  

concerns of  swine flu infecting more numbers).

Furthermore, the pork business has been affected because of  the widespread misconception that 

consuming pork could lead to swine flu. This mistaken impression will continue to affect the 

production, consumption and export of  pork. In Mysore and Mandya district of  Karnataka, there was 

a 10-20 percent decline in pork consumption in February 2015.With lowered demand, the price of  
17

pork in the wholesale market in this region has fallen from INR 95-100 to INR 72-80 a kg.

Conversely, an industry that will benefit is pharmaceuticals. Recent data released by market research 

firm AIOCD Pharma Softtech AWACS showed that the Indian pharma market (IPM) recorded a 

growth of  18.9 percent, the highest in the last 19 months, in February 2015. In 16 regions, the growth 

is even higher. Rajasthan and Maharashtra recorded growth of  27 and 28.8 percent respectively. 

AIOCD data also revealed that the IPM yielded a turnover of  about INR 7,194 crore in February 

2015. Indian pharma companies have recorded 19.4 percent growth in February 2015 as compared to 

17.6 percent the previous year. Cipla, Lupin and Pfizer recorded growth of  24 percent, 23.2 percent 

and 22.6 percent respectively. Such a rapid rise could be attributed to the sale of  drugs to combat swine 
18

flu, although the phenomenon has not been closely analysed yet.  Nonetheless, there will be a 

reasonable increment in the revenue of  pharma industry as a result of  the increase in the intake of  

medicine by swine flu patients.

Conclusion

To combat swine flu and prevent it from becoming an epidemic and affecting the health of  the 

country's population and economy, judicious policies and programmes are required. Though the 
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National Rural Health Mission has been in operation for the last nine years, the public health system in 
19

the country continues to face formidable challenges.  Poor sanitation facilities and malnutrition 

worsen the situation. Lack of  toilets, which leads to defecation in the open, and inadequate sewage 

disposal systems contaminate water resources, soil and food, which in turn causes diseases such as 

diarrhea, cholera and trachoma. Malnutrition results in weakening of  the immune system and lowers 

disease resistance capacity. All these factors contribute to the challenge of  combating swine flu. There 

have been instances when co-morbidity has made patients immune-compromised and more 

vulnerable to swine flu, resulting in death. Therefore, foremost is the need to improve the health of  

the people to build up disease resistance.

India also needs to have a better monitoring and surveillance system for diseases. Better surveillance 

will also help scientists determine how to respond to this influenza variant. Although India in recent 

months has been carrying out an awareness campaign to educate people about the disease and the 

need for improved sanitation practices, this requires continued effort in the future. The Swachh 

Bharat Abhiyan, launched by Prime Minister Narendra Modi, is a commendable effort to promote 

cleanliness and improve sanitation, which will also tackle the issues of  sewage and public defecation. 

Swine flu could have serious consequences on the major sectors of  the economy, such as tourism, 

aviation and the informal sector. The government therefore needs to take preventive measures so that 

potential losses can be avoided. The status of  health, health habits and services needs to be improved, 

as already indicated, but measures can also be taken to protect earning economic sectors. Tourists, for 

example, are not familiar with the existing emergency infrastructure system, the language, or of  the 

risks they face in the places they visit, which makes them vulnerable. The integration of  travel and 
20

tourism with the National Emergency Plan  could help better respond to emergency situations like 

the swine flu outbreak. Airports, popular tourist spots and tourism operators could also be involved in 

the control and management of  the epidemic. Further, to protect the earnings of  workers in the 

informal sector, a social security net/health insurance schemes could be introduced. 

India needs to learn several lessons from the current epidemic. It should launch another awareness 

campaign from around October this year and keep itself  well stocked with the requisite drugs and 

vaccines to combat swine flu, since the incidence of  the disease increases in winter. At present, as 

temperatures rise, it is expected that the number of  reported cases and deaths from swine flu will 

decline. However, if  India wants to save the lives of  its people and protect its economy, it should act 

right away

****************************
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