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B.   DISCUSSIONS ON IMPACT OF GLOBAL FINANCIAL CRISIS 

The current global financial crisis is unprecedented. It will affect the health development work 
of all stakeholders—people, governments, civil society, the private sector and international 
development agencies. The crisis is still unfolding, and its full impact is not yet known.  

This paper aims to provide information on the economic growth prospects for 2009 
and consider the potential impact of the global financial crisis on the work of development 
agencies, including WHO. It explores how Official development assistance (ODA) has been 
affected by past economic crises, and presents key actions to be taken by WHO in the 
South-East Asia (SEA) Region under its Programme Budget 2010-2011. 

The Second Meeting of the Subcommittee on Policy and Programme Development 
and Management (SPPDM), held on 3 July 2009, considered this subject, and made the 
following recommendations: 

Action by Member States 

(1) To strengthen the safety-net programmes aiming to safeguard poor and vulnerable 
people during crises; and 

(2) to monitor the trend of the financial crisis and its impact on health at country level. 

Action by WHO/SEARO 

(1) To promote and encourage high-level advocacy on the global financial crisis and its 
impact on health at global, regional and country levels; 

(2) to advocate to development partners and donors for sustained ODA for health and 
other VC to WHO; and 

(3) to apply more effective and efficient management of programme budget, including the 
development of an efficiency plan. 

The paper is now submitted to the Sixty-second Session of the Regional Committee for 
its consideration. 
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Global financial crisis and preparation of  
Programme Budget 2010-2011 

The current global financial crisis and economic growth prospects 

1. In the prime of globalization, the world is unfortunately experiencing several accumulated 
and interrelated crises. Fuel prices rose at an average annual rate of 21% from 1999-2007. In 
2008, food prices also increased at the highest rate in nearly 20 years. As a result, some 100 
million people have been driven into extreme poverty1.  

2. The global financial crisis came soon after the food and fuel crises, and is considered to be 
the most severe financial and economic downturn since the Great Depression began in 1929. It 
originated in the United States, has swept global economic powers (developed countries) in 
Europe and Asia and is now spreading to developing countries with a domino effect. This crisis 
will involve all stakeholders – people, governments, civil society and the private sector – and will 
affect the development process of the international community as a whole.  

3. Multilateral agencies are likely to be no exception. Official development assistance
2
 (ODA), 

the main financial resource of multilateral agencies for development activities, may also be 
affected. 

4. This paper does not aim to address the impacts of the global financial crisis on health in 
individual countries. Rather, it attempts to briefly discuss the current or potential impacts of the 
global financial crisis on voluntary contributions (VC) in WHO, as well as some key issues that 
the Organization may need to consider in the preparation/implementation of the Programme 
Budget 2010-2011. 

5. For this purpose, this paper touches briefly on ODA trends during past crises; probable 
consequences for developing/developed countries and multilateral agencies; recent initiatives 
taken by international communities; and some issues potentially affecting WHO for 
consideration, especially at the time of preparation and implementation of  the Programme 
Budget 2010-2011.  

6. The graph on the following page shows the projected impact of the current global 
economic crisis on selected developing economies in Asia and the Pacific, in contrast with its 
impact on developed economies of the world, according to the Economic and Social Survey of 
Asia and the Pacific, 2009 published in March 2009 by the United Nations Economic and Social 
Commission for Asia and the Pacific (UNESCAP). 

7. As is visible in the graph, the Gross Domestic Product (GDP) growth in developing 
economies of the Region is expected to slow down by 2.2% from 2008-2009 (from 5.8% in 
2008 to 3.6% in 2009). In the meantime, developed economies have already begun to contract, 
and are expected to face a downward trend over the course of the year 2009 (from -1% in 2008 
to -3% in 2009).  
                                                            
1 World Bank, 11 Nov. 2008 .  
2 Official financing flows administered with the promotion of economic development and welfare of developing 
countries as the main objective. ODA flows comprise contributions of donor government agencies, at all levels, to 
developing countries and multilateral institutions. 
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Real GDP growth of selected ESCAP economies, 2003-2009
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Official development assistance during past crises 

8.  Official development assistance comprises official financing flows that are administered 
with the main objective of promoting the economic development and welfare of developing 
countries. It consists mainly of grants; in the case of a loan, the grant components must be over 
25%. The ODA flows comprise contributions of donor government agencies, at all levels, to 
developing countries and multilateral agencies and institutions. The major part of WHO’s 
voluntary contributions come in the form of ODA. 

9. After a sharp decrease in the 1990s, ODA saw a rising trend from 2001 to 2005. However, 

there was a slight decrease in 2006 in real terms, and a steeper decline in 2007
4
. The current 

financial crisis will deal a hard blow to ODA flows, dampening prospects for achieving the 
Millennium Development Goals (MDGs) by 2015. The current recession, as well as some of the 
stimulus measures being introduced, is compounding budget deficits and budget reallocations in 
many donor countries. ODA is a soft target in such situations—during the past banking crisis, it 

dipped anywhere from 20 to 40%
5
. 

10. The crisis that affected Finland, Japan, Norway and Sweden in the 1980s and 1990s was 

followed by a substantial decline in foreign aid, ranging from 10% in Norway to 62% in Finland
6
.  

                                                            
3 Economic and Social Survey of Asia and the Pacific 2009, UNESCAP. 
4 Development Cooperation Report 2009, Organization for Economic Cooperation and Development (OECD). 
5 Policy Briefs No. 7 - March 2009, the UN Conference on Trade and Development (UNCTAD).  
6 Same Policy Briefs as above. 
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11. Furthermore, the ODA levels tend to recover very slowly—in the case of Sweden and 
Norway, six to nine years after the crisis, according to the same study. The Finnish and Japanese 
aid flows, meanwhile, have yet to return to their pre-crisis peaks.  Given the depth of today's 
crisis, the recovery period is likely to be similarly long. 

12. The ODA for health tends to fall during periods of recession. However, that has not always 
been the case.  For example, at the beginning of the 1990s, ODA for health fell, but then rose 
continually for some time. It then dropped again from 1997 to 2001, thus showing no clear 
pattern. 

Some consequences of the global financial crisis 

13. The global financial crisis is still unfolding and its full impact is yet to be known.  

14. For developing countries, the crisis may translate into lower government budget allocations 
to the social sector; lessened prospects for attainment of the MDGs by 2015; rising poverty 
levels; and greater demand for ODA and foreign direct investment (FDI) flows and multilateral 
and NGO/foundation funds.  

15. For developed countries, this may translate into lower ODA earmarking and allocations; 
abandonment of commitments previously made; a more pronounced trend towards lower ODA; 
less ODA for select sectors; less availability of discretionary funds and hence lower/stagnant 
levels of extrabudgetary contributions to multilateral organizations; and a lack of readiness to 
subscribe to new multilateral development initiatives. 

16. Lower budget allocations to the social sector in developing countries are likely to make 
multilateral organizations look to UN agencies to fill their resource gaps. UN agencies themselves 
may be faced with lower budgets, as voluntary contributions to the agencies are likely to 
decrease and terms of use of said contributions may become less flexible. 

Recent global initiatives 

17. The G-20 Washington Summit (15 November 2008)–the G-20 Declaration of the Summit 
on Financial Markets and the World Economy outlined a roadmap for future action to stabilize 
and reform financial markets, to preserve an open global economy, to promote trade, to provide 
credit and liquidity and to restart economic growth and overcome recession.  

18. The Declaration also highlighted the importance of rejecting protectionism and not turning 
inward in times of financial uncertainty, the impact of the crisis on developing countries, 
particularly the most vulnerable, the importance of achieving the MDGs, commitments on 
development assistance and reaffirmation of  the development principles agreed at the 2002 
Monterrey Conference on Financing for Development.  

19. The G-20 message, however, may not be sufficient. It failed to mention the importance of 
investment in health for future development, as well as that of providing funds to other 
multilateral organizations apart from the Bretton Woods institutions (IMF and the World Bank 
group). 
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20. The World Bank in January 2009 made a call to developed countries to dedicate 0.7% of 
their economic stimulus packages to a “Vulnerability Fund” for developing countries suffering 
from the global economic downturn. The World Bank also initiated a new health and education 
programme for 2009-2010 with US$ 12 billion allocated for a social safety net.   

21. The Doha Follow-up International Conference to the Monterrey Consensus (28 November 
– 2 December 2008), attended by heads of state and governments and representatives from 160 
countries, urged all donors to maintain and deliver on their ODA commitments under the 
current financial and economic crises.   

Proposed actions 

22. High-level advocacy on the impact of the financial crisis on health: At global and 
regional levels, it is important to build awareness of the ways in which an economic downturn 
may affect health, to make the case for sustaining investment in health, and to identify actions to 
be taken. WHO has already convened two high-level meetings–a high-level consultation in 
January 2009 in Geneva and a regional consultation in Colombo in March 2009. 

23. Focusing on the poor and vulnerable: The people most at risk from the crisis are the 
poor, women, the youngest and older populations and socially excluded groups. Countries may 
need to take initiatives to establish/strengthen safety net programmes or health reforms to 
safeguard the poor and vulnerable. 

24. Monitoring the impact of the crisis: There is an urgent need for sustained monitoring of 
trends of the global financial crisis and its impact at regional and country levels, and to initiate an 
immediate policy and operational response. It would be beneficial to Member States in the 
Region if the Ministry of Health, Thailand, were to set up a Health Intelligence Platform to 
monitor the crisis in the Region and Member States, as recommended at the Regional 
Consultation on the Health Impact of Financial Crisis, Colombo, Sri Lanka (19-20 March 2009). 

25. Sustained ODA for health: Continued and increased investment in development 
assistance for health is essential–not only to minimize the health impact from the global crisis, 
but also for future global stability and prosperity. There is a need to undertake specific and 
effective advocacy with donor partners to maintain or increase ODA flow to health, especially at 
the country level, in order to attain the MDGs.   

26. Enhanced resource mobilization: Voluntary Contributions (VC) are WHO’s main funding 
source, and are even more important for WHO in the SEA Region, where such contributions 
account for 81.2% of the Programme Budget 2010-2011. These VCs come either directly from 
governments, or through UN/international institutions as part of donors’ contributions.  
Mobilizing VC will be very difficult in 2010-2011, as the main contributors (donor governments) 
to WHO are already in serious economic recession.  

27. More effective and efficient programme management: In view of the potential decrease 
in voluntary contributions, in May 2009 the World Health Assembly approved the revised 
Programme Budget 2010-2011 with a 10% reduction. It is therefore essential for WHO to 
develop and implement an efficiency plan for Programme Budget 2010-2011. This will allow the 
Organization to concentrate on and prioritize its work in the face of lower resource prospects, 
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and to strengthen the critical areas where it can make a difference. It is necessary to focus on 
less-costly initiatives and to enhance WHO’s visibility with fewer resources, through effective 
and efficient programme management at all levels and areas of work. 

28. Support to Member States: The impact of the financial crisis on each country is not yet 
fully known. However, in the course of implementation of the Programme Budget 2010-2011, 
WHO programme management must be responsive to the impact of the financial crisis and 
economic downturn in respective countries. Relevant country workplans for the 2010-2011 
biennium could be re-prioritized or reoriented to support efforts of Member States in health- 
care reform and to mitigate the impact of the global financial crisis. 


