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COVID-19 Both Health & Economic Shock

Economic shock deeper, more widespread than previous global/regional crises

Per capita GDP growth, 1997-2027
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What Explains Diversity of Economic Impact?

The COVID-19 crisis: what explains cross-
country differences in the pandemic’s
short-term economic impact?

By Lennart Niermann and Ingo Pitterle?

ABSTRACT

The COVID-19 pandemic has caused the most universal health and socio-economic crisis in
recent history. However, the magnitude of the economic damage has differed widely; some
countries were hit particularly hard, while others have managed to weather the storm much
better. In this paper, we employ a cross-country analysis to identify factors that help explain
the differences in the growth impact of the COVID-19 shock. Our findings underscore the
critical role of balancing health and economic concerns in managing the pandemic as both a

country’s exposure to the coronavirus and the stringency of containment measures are

= Country exposure to the coronavirus

as well as stringency of containment
negatively correlated with economic
impact.

Fiscal stimulus and good governance

mitigated negative economic impact of
COVID-19.

Countries lacking economic
diversification - e.g., those dependent
on tourism or oil - and having high
debt burden were more negatively
impacted.
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Reversal of Decline in Poverty Rates

a. Poverty rate (at the US$2.15 a day poverty ling
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A Inflation —

monetary policy
tightening

Continued COVID-
19 uncertainty

Global Economy Perilously Close to Falling into Recession Again

Geopolitical
tensions

Inflation rate (%)

Developing East Asia

Inflation particularly high in Lao
PDR, Mongolia, Myanmar, PNG

/

2020 2021 2022 2023 2024 2025 2026

Inflation rate (%)

2022

Pacific

Inflation rate (%)

2023

Inflation particularly
high in Pakistan
and Sri Lanka

2025 2026 2027 2028

Inflation 1 due to demand factors (post-2020 growth acceleration, lagged effect of fiscal stimulus, pent-up demand) as well
as supply factors (shortages of key commodities exacerbated by Russia’s invasion of Ukraine, tight labor market conditions
is some countries, currency depreciations). Economic growth expected to be sluggish across many economies 2022-2023.
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Global Economy Perilously Close to Falling into Recession Again

Per capita economic growth rate (%)

2021 2022 2023 '

Year
—m— Japan  ..m- Australia - New Zealand

Per capita economic growth rate (%)

Vietnam

AR
2020 2021 2022 2023 '
Year
—m— China —m— Indonesia —m— Philippines @ Vietnam
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Economic Recovery Slow & Uneven

Pandemic recovery interrupted by inflation (resulting in monetary policy tightening) and geopolitical
developments (Russia’s invasion of Ukraine) — it will take many years for some countries to recover

Did not Pre-pandemic 2019 per capita levels of economic activity projected to recover by
contract Expected not to
1 2020 2021 2022 2023 2024 2025 2026 2027 2028 recover by 2028
Bangladesh Camboc!la Marshall Myanmar
. : Indonesia : :
China India Islands Bhutan Micronesia Samoa
o Lao PDR e :
Nauru Kiribati Malavsia Philippines ~ Mongolia  Fiji Palau Solomon Islands
Timor-Leste Pakistan y Thailand Tonga Papua New Guinea Sri Lanka
: Maldives
Vietnam Nepal Tuvalu Vanuatu
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Developing East Asia

Overall Public Financing Landscape Also Impacted

Government revenues | and government expenditure 1 in 2020, leading to higher deficits

COVID-19

Per capita government
spending/revenue

Ll

South Asia
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Per capita government
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Source: IMF World Economic Outlook (2023)
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Public Spending on Health 1 in 2020 as a Result of COVID-19

Increases in public spending for health in 2020 driven by increases in overall government spending financed via
deficits, although in some countries health was also further prioritized as share of overall government spending

" Current | " Public

" Public | Health Share ofpublic(%) ' OOP

Group o health : Share of | share of ! AULE i Share SS:::I:f gl , : share of
 spending | GDP (%) ; current capita |  of GDP | ¢ ending | taxation SHI | External | current
| per capita | () LT (%) i (%) : i (%)
Developing ! 2017-2019 187 | 44 51 :,’102 VP22 178 74 1 18 1 8 L 40
East Asia i 2020 i 212 1 5.2 54 1 \120 TN 29/ g 75 1 16 9 37
south  12017-2019% 173 | 523 M09 ST0 : TN 88 11 50
Asia 2020 i 174 i 6.1 43 M5/ \26/ " 8. 9of | 1 8 48
Slobl 12017-20191 1,143 | 65 56 | /TT7 ,/”375‘3‘\ i SN T2 9 31
2020 1218 1 7.4 59 1A\865./1 .44 /1N12.00 72 119 9 29

Source: WHO Global Health Expenditure Database (2023)

@ WORLD BANK GROUP



Public Debt Burden Has Increased

Public debt T beginning in 2020

Developing East Asia South Asia
100 -, 100 -,

80| 0. /
N /

40

60 |

40

Public debt as share of GDP (%)
Public debt as share of GDP (%)

20 | 20 |

0
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Defaulted  High Risk ~ Moderate Risk

* SrilLanka » Afghanistan *  Bhutan
» Argentina * Maldives *  Solomon Islands
=  Belize =  Kiribati = Timor-Leste
=  Belarus = Lao PDR =  Vanuatu
=  FEcuador =  Marshall Islands
= Lebanon = FSM
=  Suriname = PNG
= Zambia =  Samoa
* Tonga

Source: IMF World Economic Outlook (2023) Tuvalu



Interest Payments Share of Total Government Expenditure, 2022-2028
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Multiple Pathways Are Emerging

Public >2.6 % 2019
Per capita i Spending - > (pre-COVID)
. i Expansion
post-interest | 4 9
total i Stagnation 0-26%
government bli )
expenditure S Pu d .
pending 2019
i Contraction L < (pre-COVID)

2019 | 2020 2021 2022 2023 2024 2025 2026 2027 | 2028




Large Disparities in Country Capacity for Public Investments
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Real per capita government spending post-interest payments index
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Risks to Public Spending on Health

Fiscal tightening — health’s share of government spending will need to
increase to preserve pre-COVID trend growth rates in public spending on health

Health share of government expenditure (%)

25
1

20
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1
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Contraction

2019

2022 2025 2028
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Health share of government expenditure (%)

10.6

Stagnation

10.8 113 116

12

135
125 13 I

13.8

14.3

2019

2022

2025

2028

10 15 20 25

5

Health share of government expenditure (%)

Expansion
9.7 9.9 10 103 105 10.7 11 11.3
9.3 . .
8.7
2019 2022 2025 P

Countries whose post-interest
government expenditure is
estimated to contract

Countries whose post-interest
government expenditure is
estimated to stagnate

Countries whose post-interest
government expenditure is
estimated to expand
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Medium-Term Risks + Unfinished UHC Agenda + New/Emerging Risks

CLIMATE CHANGE
AGING & NCDs

RISING INCOMES & \

EMERGING AND RE-
EMERGING
INFECTIOUS

>/

EXPECTATIONS

Demand for
Healthcare

105

Universal Health Coverage
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Recommended UHC Monitoring Tracer Indicators

Tracking universal health coverage

2021 Global Monitoring Report

CONFERENCE EDITION

Reproductive, Maternal, Newborn,
Child:

= Proportion with access to modern
contraceptives

- Antenatal care coverage (4+)

» DTP3 vaccine coverage

- Care-seeking behavior for
pneumonia

Infectious Diseases:

- TB effective treatment

= HIV treatment

= Proportion sleeping under bed net
= Access to improved sanitation

Noncommunicable Diseases:

= Normal blood pressure

https://www.who.int/data/monitoring-universal-health-coverage

= Mean fasting plasma glucose
= Tobacco nonsmoking

Service Capacity & Access:

- Hospital bed density

« Health worker density

= International Health Regulations
(IHR) core capacity index

Financial Hardship:

= Proportion with ‘large” OOP
spending as share of household
budget (>10% and >25%)

= Proportion of households
impoverished or pushed deeper into
poverty as a result of OOP spending
on health
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UHC Trends in Recent Decades

UHC service coverage index (O=lowest; 100=highest)
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Public vs OOP Spending

OOP share of health expenditures (%)
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Source: WHO (2023)
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Share of Population 65+ Rising

Ageing risk factor for NCDs; greater complexity, greater muti/co-
morbidities, more costly health needs

,,,,, I
B0 e n ..
o
- A S
g} ,,,,,,,,,,,
T -
S 2R S A ,
T —_—— e s s s 4
g B o n T
P L S __T_T_T_$____ N
[Xo]
S| ' 1 "
= g | L e TT
R e RSO N
____!_!_-__T_T_*_!_ n_ — — —{— I_ — I
PR P Ry P g g G g g g g P S
S S 2 P& D FET S P R P @ P S F NGRS
ST EEHE S BT ETEL € SR S TS S (@ 3o P s A e
@f?qﬁ‘" S SETEy & SR & WA ®
m 2020 = 2030 2040 w2050

Ageing also impacts ability of governments to raise revenue and
tfinance health and long-term care

Source: UN (2023)

» Example from a country:
I =i annual health care claims
B comotaton between
=N —
S & oz Age Cohort  National
B w0 00-04 15313
) 05-09 5,301
N 10-14 4369
- 15-19 6,726
- PAPFPAS SIS P e| 2W0U 5,894
e 25-29 6,790
. 30-34 13,256
) | 35-39 10,708
3 EZflﬁlaclaIE: tlziflrilzzfcion 40-44 11,380
g 7| withage 4549 13,962
é a 50-54 18,956
y 55.59 24234
N 60-64 29,131
) B B W B BN B B b 65+ 20,980
T T e ALL AGES 11,671
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A Changing Climate

Asia-Pacific highly
exposed to climate
change impacts

Economic growth
in region highly
carbon intensive

Global Climate Risk Index: Ranking 2000 - 2019
B 1-10 B 11-20 0 21-50 | | 51-100 | | >100 | | Nodata
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Threat of New Infections

Global map of significant and new emerging infections in humans:
spread to new areas since 1998

2013 — Variegated Squirrel
2002 — EBLW-2 Bornavirus 1 =580
[Scotland] - o]

A — Coandica aun's

218 — Monkeypox
. [England]
1999 - Vest Nile wirus =
2003 - Monkeypox 2016 — CCHF 2002 — SARS-CoV
2009 — SFTS wirus
2003 — Plague i 2012 — Mojlang Paramyxovirus

2002 — Avianinfluenza 10 = 2013 = Avian influenza HYNSG,

H7N2 Cholera [Halti) 2009 — Avtan influenza H10ME,

2009 - Heartland virus 30473 — Lassa . Coipodella sp, Heilongjiang (HLJ}
2011 — Swine influanza Chikungunya® faver L 2014 — Avian influenza HSNEG
H3INZv - — - 2017 — Rat hepatitis E wvirus
2014 = Bourbon virus " 2014-16 = Ebola 2018 — Avian influenza H7M4

Guinea
Sierra Leone
Lib&ria

2018 — .
Mipah wirus

2000 — Rift Valley fever |

2000 - Pandemic
influenza H1M1 wirus

2017 - Monkeypox 2008 — Multi-drug

resistant 2, falciparum

Lass=sa fever FI8-9 — Mgari virus
2011 [Ghana]
2014 [Benin]

2016 [Togol

1999 — taya virus

-;2013 Speuga virus

2003 - BOMG — Niw etwe virus

Chapare wirus

2008 — Human
retroviruseas: .
HTLY3 HTLW4 2009 — Bas-Congo wWirus

1998 - Nipah virus

45 — Fika virus* 2018 = Guinea 2008 — Lujo virus 2041 - Flasmodiom cyrnomolgi
2017 = Yellow worm
fewvear

P Mewly identified emerging infection [l Disease spread to new area [l Emerging infection and disease spread

Incursion followed by regional spread



Pandemic Preparedness Remains Weak in Many Countries

100 - -

40

Nepal@lf

Index (0

20

Timor- Leste"—a~

PDR

IHR Core Capacity Index, 2020

~ Korea@ -
China@
i Malaysia
SIS
B0 -~ Indigfg@*"
g {ietnam
é Ph Eflpp Iadesﬁrﬁ
£ Myanmadndonesna
T e  Sri Lankapi®
o
=
7 Afﬁf‘ nista Pakistan{a
Camboogia
% Advea
|

Legislation and financing

IHR coordination and national focal point functions
Zoonotic events and the human-animal health
interface

Food safety

Laboratory

Surveillance

Human resources

National health emergency framework

Health service provision

Risk communication

Points of entry

Chemical events

Radiation emergencies

International Health Regulations (IHR) core capacity index: tracer indicator to measure health security calculated as
average percentage of attributes of 13 IHR core capacities and health emergency preparedness measures

Source: WHO (2023)
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...now hold action is needed in many places to avoid that countries are falling behind.

FROM DOUBLE SHOCK TO DOUBLE
RECOVERY - IMPLICATIONS AND OPTIONS
FOR HEALTH FINANCING IN THE TIME OF

CoVID-19

Increase health ,
Improve spending

efficiency and !
government austerity

it
spending Sqory

share in

Manage times of

Make economic case for = Strengthen financing of = Protect spending

health essential public health priorities

Demonstrate positive functions = Identify saving options
impact of health on = Increase financing for = Understand and monitor
other sectors primary health care effects of spending cuts
(education, labor, etc.) = Tackle common sources = Profect spending for the
Improve public financial of inefficiencies poor

management, L - ...

absorption

Expand
fiscal space

Increase health taxes
Reduce inefficient
subsidies (e.g., fuel and
energy)

Strengthen domestic
resource mobilization

Develop financing literacy and capacity within health sector

7 a0

HEALTH 4" ™
FINANCING _/

GLOBAL SOLUTIONS GROUP s

From Double Shock to Double Recovery



Key Take-Away Messages

Global headwinds and additional
economic risks - monetary
tightening, inflation -- are
constraining macro-fiscal

recoveries across many countries

In addition to continuing and
accelerating progress towards
UHC, pressures on financing for
health are rising from ageing,
chronic NCDs, need for
investment in pandemic
preparedness

Although health spending
increased due to COVID-19,
ability of many countries to

undertake much-needed
additional public investments in

health will likely remain
constrained in the medium-term

New, bold action will be needed
in countries where public
financing for health is at risk:
including efficiency, equity,
additional revenues, and making
the economic case for and multi-
sectoral impact of health
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Additional Slides
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Cross-Country

Per capita income, US$
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Cross-Country

Health spending share of GDP (%)
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Public Spending on Health 1 in 2020 as a Result of COVID-19

. . Current " Public e Publlci Health | Shareofpublilc(%) OOP
Group ' Year health | Share of | share of ! . Shar e ! Ss:ﬁgf Gamal  share of
| spendlng | GDP (%) | current | e Iof GDP ! pending | P SHI External current
| . per capita | (%) (%) @ (%) - (%)
oo §2017-2019§ % | 63 30 28 1.9 8.0 82 6 13 61
2020 ¢ 116 75 32 38 24 8.7 78 7 15 61
g 12017-2019% 58 2.9 34 20 1.0 3.4 94 6 1 54
2020 57 3.0 37 21 1.1 3.4 93 6 1 51
e 12017-20198 112 2.9 49 54 1.4 8.5 71 28 1 36
2020 133 3.4 55 L 74 1 19 10.2 83 17 1 32
g 12017-2019¢ 2,374 7.6 59 1 1,393 | 45 ! 14.0 29 71 0 32
2020 | 2,642 8.4 61 | 1612 i 51 13.6 32 68 0 28
vongolia |2017-2019 1 165 4.0 65 | 107 i 26 8.5 64 29 7 33
2020 : 200 4.9 71 141 35 9.4 64 26 10 27
raiong 120172019} 282 3.9 72 202 2.8 14.4 92 8 0 10
2020 305 4.4 70 215 3.1 13.2 92 8 0 11

Source: WHO Global Health Expenditure Database (2023)
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