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AGENDA ITEMS TO BE DISCUSSED IN HEALTH MINISTERS’ MEETING: 
 

IMPACT OF GLOBAL FINANCIAL CRISIS IN HEALTH 

The current global financial and economic crises have important implications for health in 
Member States of the South-East Asia Region. Experience with similar events in the past – 
notably the Asian crisis in 1997 – indicate that the health status of the poor, especially of women 
and children, is particularly vulnerable, needing reiterated government priority to health.  

The pathways in which the crises could impact health work at both the micro and the 
macro levels in countries. Increased unemployment and poverty at household level constrains 
financial access to care in a Region where out-of-pocket health expenditures are already 
exceptionally high and impoverishing. While there is greater reliance on subsidized public 
services, budgetary capacity to even maintain the share of health spending is difficult in periods 
of economic slowdown. 

Countries that have been most successful in protecting the poor and vulnerable are those 
where governments have been committed to reform and have used a crisis as an opportunity to 
accelerate long-term health systems restructuring toward universal coverage. Thailand, during the 
Asian crisis, is a case in point and, in fact, is also the only country in the Region to safeguard the 
health budget during the current crises through legislative action. 

Little is available by way of robust evidence at this stage and the crises continue to unfold. 
Recovery is not predicted before next year and then too it is expected to be slow. As requested 
at a regional consultation on the subject, the WHO Regional Office for the South-East Asia 
Region is setting up a health intelligence unit to monitor the crises and interpret health 
implications for countries. Further, rapid assessments on household impact are being conducted 
in three countries to support strategic action targeted at protecting the poor and vulnerable and, 
possibly, stemming a spill-over to social unrest. Both these efforts are in response to country 
requests for assistance in preventing a health systems crisis and, in fact, use the crises as an 
opportunity to restructure health systems towards social protection for universal coverage. 

The views and recommendations of the HLP Meeting on this agenda item will be submitted 
to the Twenty-seventh Meeting of Ministers of Health for its consideration. 
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Introduction 

1. The world is witnessing an unprecedented turn of events in the global economy. A commodity 
price boom saw fuel and food prices climbing consistently over several months. This was followed 
closely by a collapse of the credit market in the United States of America in 2007 which quickly 
transformed into the worst slowdown in world GDP growth in over 60 years. Globalization implies 
that no country is likely to be spared and recovery is predicted to start only next year. While SEAR 
has the most positive outlook in this bleak situation, growth may still be halved in the Region in the 
next year. 

2. Past experience is useful to inform action to mitigate the potential health impact of the crises. 
The pathways in which financial and economic slowdown influences health and the social sector 
more broadly are examined at household, national as well as international levels. These are then 
applied in the context of the current situation together with reported health implications and steps 
taken by countries to minimize this. 

3. Financial and economic crises can impact health systems and outcomes, especially of the poor, 
women and children. Countries that have used similar crises as an opportunity to press ahead with 
needed restructuring of their health systems have been most successful in mitigating its health impact. 
As will be discussed, key strategic actions needed to safeguard health during the crises are, in fact, 
the main features of primary-health-care-oriented policy emphasized at all times. The urgency of the 
current situation may again be an opportunity for governments to build consensus and advance on 
needed health reforms for universal coverage. 

Past experience on the health impact of the financial and economic crises 

4. As Figure 1 shows, the world has experienced 
three periods of economic slowdown in the past two 
decades – notably the Asian crisis in 1997 – and it is 
useful to examine these to understand the pathways 
in which financial and economic crises may translate 
into a crisis in the health systems, with a potential 
impact on population health status.  

5. At the household level the key impact of crises 
is lower income or, even, unemployment, both of 
which could imply impoverishment. It is important to 
keep in mind here that over one-third of those 
defined as employed in the Region are, in fact, 
‘working poor’ i.e. though employed, earnings place 
these workers below the poverty line. There is 
limited capacity in such settings for a savings buffer 

Figure 1: Real GDP Growth since the 1970 

 
Source: IMF 2009 
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to absorb any crises-induced income shocks. Household expenditure on health has fallen almost 
always during crises, with a consequent increased reliance on subsidized care, especially public 
health services (see Figure 2 below).  

6. Public spending itself is severely constrained by crises-related pressures from different quarters. 
Economic slowdown results in lower government earnings and revenues and a corresponding 
shrinking in the fiscal space available for all public investments, including health i.e. while allocations 
to health may have, at best, been maintained as a proportion of the budget, they have usually 
declined in absolute terms. Further, the priority during a crisis is on fiscal stimuli to jump-start the 
economy, squeezing out other areas of public expenditures. As illustrated in Figure 2, in most 
countries health expenditures have been cut back during a crisis, frequently delaying capital spending 
(infrastructure and equipment). Any focus on health has been based on particular government 
commitment – in Thailand for example, the Asian crisis was used as an opportunity to restructure 
health systems financing towards primary health care and universal coverage through prepayment 
mechanisms. In fact, Thailand experienced an increase in utilization of public health services as the 
government expanded national coverage of public health insurance.  

Figure 2: 

Source: WHO and World Bank 2007 

Note: In Indonesia despite increases in health’s share of government expenditure, government health spending 
per capita declined due to a fall in both GDP and government expenditure as a %age of GDP.  

  In Thailand the decline in government health spending per capita was driven by the decrease in health’s 
share of government expenditure and an overall GDP decline. 

7. Inflation and depreciation have been additional dimensions of the crises which have 
determined the value of public resources that are available in such periods – depreciation and 
inflation reduce what may be bought with a certain budget, thus, even if the health budget were to 
be maintained in absolute terms, it would be impacted in real value by these two factors. An 
important impact on health has been on the capacity to import (essential) drugs where currency 
devaluation increased the cost of imports against a falling value of exports (depending on the origins 
of the crises, this is in addition to a reduced volume of trade itself). During the Asian crisis, currency 
devaluation resulted in an increase in the local price of drugs – cost of drugs went up by almost 61% 
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in Indonesia. Household budgets are similarly squeezed – rises in food prices crowd out non-food 
consumption, including health and, at the extreme, pushes households into poverty. Importantly, 
women and children were found to bear the brunt of household economies on food consumption.  

8. Remittances – inflow of earnings from workers abroad – are an important off-setting factor in 
periods of crisis. At the macro-level, remittances dampen trade and currency depreciation impacts on 
balance of payments and, at the micro-level, contribute significantly to household capacity to cope 
with crises-related unemployment and poverty. Such inflows into developing countries where 
maintained in the past as host economies were not impacted by the crisis.  

9. Development assistance is a critical source of supplementary financing for public health 
expenditures. As noted above, the three most recent recessions originated outside the advanced 
economies with little or no impact on ODA from bilateral donors or international institutions – 
funding for health, in fact, increased during the course of each event. 

10. Evidence on crises-related health systems outcomes. Table 1 captures some key issues that 
could be identified with the health impact of the Asian crisis. 

Table 1: Key indicators on the health impact of crises 

In Indonesia despite increases in health’s share of government expenditure, government health 
spending per capita declined due to a fall in both GDP and government expenditure as a %age of 
GDP. 

In Thailand the decline in government health spending per capita was driven by the decrease in 
health’s share of government expenditure and an overall GDP decline. 
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Cost of drugs went up by almost 61% in Indonesia. 

In Indonesia, between 1997-2005, utilization of professional healthcare decreased from about 53% 
to about 34% by those seeking care, particularly among the lowest two income quintiles and 
including essential primary care services like immunization. Health utilization rates have yet to return 
to their pre-crisis levels.  
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Thailand experienced an increase in utilization of public health services as the government 
expanded the national coverage of public health insurance.  

Increased prevalence of micro-nutrient deficiencies (esp. vitamin A) was found in Indonesian 
children and women of reproductive age.  

In Thailand, a 22% increase in anemia was found amongst pregnant women.  
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Rough estimates suggest that mortality of girls is much more sensitive to changes in economic 
circumstances than that of boys. 
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11. Summing up 

• Experience indicates that the origin, nature and magnitude of a crisis will determine its 
implications for a particular country in the context of its specific financial and economic 
characteristics, especially vulnerability to international markets or, conversely, relative 
dominance of domestic markets. The crisis of 1997, for example was initiated by a 
collapse of the Thai baht and restricted largely to East Asia, including vis-à-vis corrective 
measures needed to rectify the situation.  

• The pathways in which crises could impact health work at both micro and macro levels. 
Economic slowdown exposes households to the risks of unemployment and poverty. This 
is further exacerbated where a crisis is accompanied by inflation (and/or changes in 
remittance flows).  

• Private health expenditure has been found to decrease in times of crisis, with a greater 
reliance on subsidized services, especially from the public sector.  

• Government capacity to respond to this increased demand is limited by reduced earnings 
and revenues, compounded where the crisis has included adverse conditions vis-à-vis 
inflation and currency value.  

• Recent experience is with crises originating in developing countries, without a significant 
impact on health via either a fall in remittance or ODA from developed countries.  

• Health outcomes have been impacted by economic and financial crises, especially for the 
poor and particularly for women and children. 

• Countries that have used financial and economic crises as an opportunity to press ahead 
with needed restructuring of their health systems have been most successful in mitigating 
the health impact of such events. 

The origins, nature and magnitude of the current crises with  
special reference to SEAR 

12. A historic commodity price boom preceded the current crises: between early 2003 and mid-
2008, oil prices climbed by 320% in dollar terms and internationally traded food prices by 138%. 
Fuel is a major import item for SEAR countries and the surge in fuel prices increased their import bill 
substantially. Without a corresponding change in the prices or volume of their exports, countries paid 
proportionately larger export earnings for essential imports (fuel, food and also medicines) than 
before. Such net export earning losses ranged from as much as 36% of GDP in Maldives to 8% in 
Bangladesh. Further, inflation averaged five %age points and all currency (except the Yen and Yuan) 
depreciated against the dollar.  

13. The origins of the current crises are in distorted incentives and irresponsible sub-prime 
lending in the USA in 2007. By September 2008 this had become a global crisis of unprecedented 
magnitude and scope: a fall in world output and GDP growth is predicted for the first time since 
World War II in 2009 (Figure 1); and, international trade is expected to shrink for the first time since 
1982. The financial crisis has already become an economic crisis; it is now being labelled an 
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unemployment crisis as well with a potential spill-over to social unrest. Table 2 details predictions for 
specific groups of countries for 2009.  

Table 2: Estimated GDP Growth 2009 

Group of countries GDP growth 

Advanced economies -2.00% 

Central and Eastern Europe -0.40% 

Newly Industrialized Asia -3.90% 

Sub-Saharan Africa (+) 3.50% 

Developing Asia (+) 5.50% 

Source: IMF 2009 

Figure 3: 

 
Source: IMF 2009 

14. What is unique about the crises is, first, its rapid spread from the origin to all countries in the 
context of globalisation and which requires corrective measures from all countries, not just from the 
USA alone (where the crises originated). Second, as illustrated in Figure 3, what happens in China 
(and India) will have significant consequences on how the crises unfolds. In any event, prediction for 
a start to recovery, are not until 2010, with ‘full’ recovery i.e. global growth back to pre-crises period, 
not expected before 2014. 

15. Impact on SEAR economies is likely to be greater than in previous crises as more countries are 
now integrated into the global economy. Nonetheless, as highlighted above, the Region has the most 
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positive outlook globally – a result of especially high GDP growth in the years leading up to the crises 
and continuing (relatively) cautious fiscal and monetary policies. However, while not in recession, 
countries are facing a substantial slowdown in their economies. The threat to economies in the 
Region is from: 

• reduction in foreign direct investments – India has down-sized its forecasted increase in 
FDI in 2009 by over 50%  

• slowdown in trade with OECD countries – exports account for over 20% of GDP in the 
Region and are a major growth stimulus – coupled with … 

• currency depreciation – India and Indonesia both lost over 25% of local currency value 
against the dollar in 2008  

• fall in remittance which plays a key role in maintaining balance of payments – India 
receives the highest share of remittance world-wide, over USD25billion annually; and, 
Bangladesh, Nepal and Indonesia also rank among the top 10 recipients globally.  

Table 3 below summaries the main impact in individual SEAR countries. 

Table 3: Summary reports from countries on the economic and health impact of the crises 

Maldives Has been particularly severely impacted by the commodity price boom as well as the 
crises. It relies on tourism and trade (export of fisheries), mainly with developed 
countries, to pay for its large import bill, including for food and fuel. Government 
subsidies provide critical protection but the deficit is already at 12% of GDP and the 
crises now threatens recession – projections for GDP in 2009 are negative. 

Maldives has frozzen all expenditures on health infrastructure. There is concern that the crises will 
slowdown implementation of health systems reforms, notably the social insurance scheme. The focus 
in on effective use of all health resources, including the private sector. 

Thailand and 
Indonesia  

Have withstood this financial turbulence well because they were better prepared for this 
shock after the 1997-98 Asian financial crisis. To counteract the crisis, they have 
implemented expansionary monetary and fiscal policies early on, with assistance from 
international financial institutions.  

Thailand has secured the health budget through a National Assembly Act. Further, a Health 
Intelligence Unit has been set up to monitor the health impact of the crises. The Indonesian 
government has re-stated its commitment to strengthening the free health service programme for the 
poor. 

India Was well advanced in responding to the food and fuel price crises and has generally 
maintained prudent macroeconomic management, the magnitude of the financial crisis 
has hit India very hard because of its strong connectivity to global financial markets, 
particularly the importance of FDI in recent acceleration in growth. Growth in South Asia 
is anchored in the Indian economy and the prediction is that it will fall from 8% in 2007 
to 5% in 2009 with a possible slow recovery to 6% in 2010.  

India continues to strengthening of the National Rural Health Mission as the leading reform to address 
the health needs of the poor, including extension to an Urban Rural Health Mission. 
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Sri Lanka  Was under fiscal stress even before the commodity boom and has tried further to protect 
the economy from the crises through domestic measures, including maintaining its 
currency value against the dollar. Capacity to continue with these may be limited as the 
crises deepens, with recovery predicted only in 2010.  

Sri Lanka has imposed some budget restrictions on health spending and emphasized the importance of 
efficiency in use of available resources. Concerns are particularly expressed regarding stepping up 
health efforts in NCD and in conflict areas as planned under the constraints of the crises. 

Bangladesh, 
Bhutan, Nepal 
and  
Timor-Leste 

Have been mostly insulated from the first round effects of the financial crisis owing partly 
to sound macroeconomic management, but also because of the underdeveloped nature 
of the financial markets that are not well connected to international markets. They are, 
however, vulnerable to the second round effects, particularly via India in South Asia, 
working through export earnings, tourism receipts, remittances and external financing for 
infrastructure; and through the drying up of external assistance in Timor-Leste. 

Bangladesh and Nepal have flagged the need to review their health strategies vis-à-vis developments in 
donor countries as well as the Indian economy. In Nepal this will have significance for the effective 
expansion of social insurance, a key programme of the new government. The crises has given new 
urgency and relevance to Bhutan's strategy of consolidation of infrastructure (rather than expansion) 
with a view to emphasizing investment in human resources, quality of services and strengthening 
referrals. It is estimated that higher food prices may have increased the number of children suffering 
from malnutrition by 44 million world-wide – Timor-Leste, which is among the ten most affected 
countries for both stunting and wasting indicators experienced double-digit inflation in 2007-08. 

DPR Korea and 
Myanmar 

Remain isolated from global events.  

Health impact of the crises 

16. Household out-of-pocket spending on health accounts for over two-thirds of total expenditure 
in health with significant poverty implications. As discussed, household capacity to cope with the 
financial consequences of ill-health during crises is severely impacted through its unemployment and 
poverty consequences. Unemployment in South-East Asia has increased from 3.5% in 2007 to over 
5% in 2009 – from 79 million to 94 million. Further, the World Bank estimates that one percentage 
point decline in growth in developing regions could trap an additional 20 million people into 
poverty. This implies the estimated three percentage point deceleration in GDP growth could push 
about 50 million people into poverty in Asia, in addition to 50-60 million people already 
impoverished due to higher food and fuel prices in 2007-08 – a total of 100 million, implying an 
increase in poverty by 3-4%age points and a possible set-back in progress towards the poverty MDG 
by seven years. WHO SEARO is conducting a study in Bangladesh to assess the health impact of crises-
related unemployment and poverty at household level. Initial findings will be available in August.  

17. Public spending was under stress due to the commodity price boom that preceded the crises. 
Member States in the Region had already made domestic adjustments to ease the situation, mainly in 
the form of government subsidies for fuel and food. India increased its fuel subsidy from 1% to 4% of 
GDP in 2007, reversing the consistent reduction in fiscal deficit between 2003-07; Sri Lanka, on the 
other hand, had persistently high fiscal deficits and was compelled to pass on the increase in fuel 
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prices to consumers. There is limited budgetary space now for governments to respond adequately to 
health needs. Even maintaining public health spending in absolute terms will be challenging – both 
due to the existing fiscal situation as well as the current priority of public expenditure being rescue 
packages to stimulate economic growth. Countries have reported budget repercussions – Maldives 
and Sri Lanka for example are already reporting a freeze on infrastructure spending and are focusing 
on efficiency in use of available resources, including public-private partnerships. Much will depend 
on political will – as noted above, in spite of being the epicentre of the 1997 financial crisis, 
government commitment used the situation as an opportunity for reform, securing a comprehensive 
strategy for universal coverage and saw Thailand emerging stronger in health than before. Similarly, it 
is the only country in the Region to have taken legislative action to safeguard the health budget in the 
current crises.  

18. Inflation and depreciation have been significant additional dimensions of the current crises. 
The health implications of the commodity price boom have been noted above. Depreciation of local 
currency against the dollar has worked in different ways depending on the trading partners involved – 
with advanced countries on the whole, currency movements deteriorated the terms of trade for the 
Region; however, within the Region the impact depends on the relative devaluation of each trading 
partner’s currency: Sri Lanka maintained its currency value against the dollar to a large extent, 
resulting in substantial gains in medicines imports from India where the rupee lost 25% of its value 
against the dollar (India is the largest supplier of medicines to Sri Lanka).  

19. Remittance picked up initially in response to the stronger dollar but, as recession deepened in 
advanced countries, reports increasingly indicate returning migrant workers; Nepal has even 
indicated returns from newly industrialised Asia. Importantly, there are also reports from Southern 
Indian states of demands from returning workers for social protection as a ‘right’ based on decades of 
contribution to national and sub-national economies through remittance – possible spill-over of the 
crises to social unrest, albeit localized. WHO SEARO is conducting a study in Kerala to access the 
health and broader social impact of falling remunerations and returning migrants. Initial findings will 
be available in August. 

20. Development assistance plays a significant role in three counties of the Region – Bangladesh, 
Nepal and Timor-Leste. It also makes important contributions to specific areas of work as well e.g. 
tobacco and health systems development in the Region. The situation with donors is mixed: donor 
countries, being the eye of the storm, will be compelled to reduce ODA, despite commitments to 
maintain development funds. This may impact donor- funded initiatives like GAVI as well, although 
with a delay as contributions are ‘front-loaded’. The USAID, on the other hand, anticipates increasing 
development assistance with a change in foreign policy accompanying change in government. 
Further, the USA has also pledged to meet its commitments to UN agencies from which it has 
withheld payments in recent years e.g. UNFPA. The way financial institutions manage loans means 
that the World Bank, for instance, can expect to actually increase lending in the next year (estimated 
to increase by about 30%) and that the ADB can maintain its limited presence in health. Foundations 
have been investing substantially in international health in recent years – the leading Gates 
Foundation has indicated that while it will still be increasing funding for health in 2009, this increase 
is likely to be lower than anticipated. 

WHO SEARO is conducting a study in Nepal to access the impact of the crises on ODA for health. 
Initial findings will be available in August. 
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Table 3 above also summarises the reported health impact of the crises for each country of the 
Region. WHO SEARO is setting up a health intelligence unit to monitor the impact of the crises in 
countries of the Region and interpret this for health implications. Initial findings will be available in 
August. 

Conclusion 

21. The current financial and economic crises is still unfolding but is already of unprecedented 
magnitude and scope, with full recovery not predicted for four-five years. Evidence suggests that 
these events can have significant implications for health, especially for poor households and 
particularly women and children. Urgent action is needed to mitigate this, including as a key 
response to preventing social crisis. 

22. The pathways from financial and economic crises to health systems crisis may be clearly 
ascertained from previous experience as are requisite strategic actions to mitigate this impact: 

• Government leadership in profiling health in the public policy agenda and safeguarding 
the health budget from cuts (to support stimulus packages for the economy); 

• Stepping up government efforts towards social protection for health, especially for the 
poor and vulnerable; and 

• Improving efficiency in the use of all health sector resources, including prioritizing public 
spending as well as strategic engagement of the private sector in universal coverage. 

23. These are, in fact, key features of primary health care oriented policy emphasized at all times – 
the urgency of the crises may be an opportunity to build consensus and implement needed health 
reforms for universal coverage. 


