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Accelerating MDGs achievement in Asia and the Pacific:   the role of public expenditure
 Although as a region the Asia-Pacific has done well 

and is an early achiever in most of the MDGs, many 
countries have not done as well in health related 
indicators. In fact, some of the countries have 
regressed, for example in the reduction of HIV and 
malaria prevalence rate. In the case of maternal and 
infant mortality, many countries in the region are off-
track or slow and will not achieve the targets by 2015.  

UNITED NATIONS ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE PACIFIC

Countries on and off track for the MDGsTable 1.

To assess progress the ESCAP/ADB/UNDP joint 
Regional MDGs Report 2012/2013 has used 21 
indicators from the United Nations internationally 
comparable MDGs dataset. The progress report for 
selected indicators, based on trends since 1990, is 
presented in table 1.
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Public expenditure: education and health indicatorsFigure 1.

As can be seen from table 1, achievements in 
education related targets are better than health 
related targets. However, the progress has been 
slow in many countries. For instance, despite good 
progress in achieving the primary enrolment target, 
many countries have fallen behind the target of 
retention or completion rates. 

Therefore, countries need to increase their efforts 
in order to achieve health and education related 
targets. This is evident from a simple look at 
the cross-country data on public expenditure 
and health and education related achievement 
indicators (figure 1). For example, the relationships 
between public education expenditure as a 
percentage of GDP and the adult literacy rate as 
well as the youth literacy rate appear positive. 
That is, countries with higher public expenditure 

on education have achieved better outcomes. The 
relationship between public health expenditure 
and life expectancy is also positive, whereas the 
relationship with the infant mortality rate is negative.

A more rigorous study by the World Bank using 
multiple regression analysis and data from over 60 
developing countries of the world finds statistically 
significant positive impact of public health 
expenditure on the reduction of child mortality.1 
The study also shows that in addition to public 
expenditure on health, access to electricity and child 
vaccination reduces child mortality significantly. 
ESCAP study also points out the positive impact 
of public expenditure on achievement indicators 
of the education and health sectors as well as the 
economic growth of countries in the region.2

 
1 L. Wang, “Health outcomes in poor countries and policy options: empirical findings from demographic and health surveys”, World Bank Working Paper 
2831, April 2002. 
2 M. Aynul Hasan, “Role of human capital in economic development: some myths and realities”, in ESCAP, Development Planning in a Market Economy 
(United Nations publication, Sales No. E.02.II.F.24). Also see Economic and Social Survey of Asia and the Pacific, 2003 and 2013.
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Policy implications

The above findings imply that public expenditure 
plays a crucial role. Public provisioning of health and 
education services is vital to ensure access to these 
services by the poor. In fact, the public provision of 
education and healthcare should be considered using 
both rights-based and needs-based approaches. 

However, owing to the limited resources of 
Governments in developing countries, the universal 
provision of education and health care is difficult. 
Hence, the goal of universalization has to be 
progressive. A number of countries in the region, 
for example, Indonesia and Thailand, have already 
taken steps to universalize basic healthcare. 

Almost all countries in the ESCAP region provide 
free primary education. This has played a critical 
role in better progress in education than in health 
related targets. Community and non-government 
involvement in education is also higher than in 
health sector. Therefore, more active community 
participation is also essential to achieve the goal of 
universalization. 

The public sector nevertheless has to play the leading 
role. However, the public system in many countries is 
inefficient and there are huge wastes and leakages. 
This is evident from figure 1. As can be seen, there 
is a clustering at the high end, meaning that the 
same result can be achieved with lower levels of 
public expenditure. For example, 100% literacy rates 
for both adult and youth are achieved with public 
expenditure ranging from 1% to 7% of GDP. 

The distance of a point from the fitted line implies 
either contributions from nongovernment community 
organizations are filling the gaps in the short-falls 
in public expenditure or there are inefficiencies 
within the public system, depending on whether it is 
below or above the fitted line. A point higher above 
the line indicates a higher level of wastage. On the 
other hand, a point that falls below the average line 
indicates greater efficiency in spending and/or higher 
levels of community involvement. 

As the fiscal space is always limited, Governments 
also need to reprioritize public expenditure according 
to the needs. They have to weigh, for example, 
whether limited resources should be devoted to 
boost defence or health and education budget. In 
this regard it is pertinent to mention that a number of 
countries in the region have introduced constitutional 

changes requiring a certain percentage of state 
budget to be devoted to health and education. For 
example, the Indonesian constitution stipulates that 
20% the state budget must be set aside for education.

Efficiency improvements and reprioritization may 
still not be enough to meet the financing need. 
Governments must make effort to raise domestic 
revenue by broadening the tax base and improving 
tax administration. ESCAP’s 2014 Economic and 
Social Survey will examine various options in this 
regard.

Of course, the development partners also have to 
fulfil their commitments as made in Goal 8. This 
means debt relief and increased aid. Unfortunately, 
aid flows remain far less than the target of 0.7 of 
donor countries’ GDP; it peaked only at 0.33% in 
2010. 

Given the fiscal stress of most donor nations, aid 
flows are unlikely to rise and countries have to 
increase their effort to mobilize domestic resources. 
However, with all their efforts, countries may still not 
be able raise enough resources to invest required 
amount in health and education to accelerate their 
achievements. As a result, they may have to face 
the hard choice of increasing their budget deficit and 
public debt.

ESCAP analysis shows that investment in health 
and education improves productivity and enhances 
economic growth in the medium-term. The positive 
productivity and growth impact of public investment 
in health and education is much larger than any 
possible adverse effect of increase in budget deficit 
or public debt in the short-run. As a result, deficit 
financing of health and education expenditure does 
not necessarily lead to unsustainable public debt or 
destabilize the economy.3 

Finally, achieving health and education goals have 
both intrinsic and instrumental values. Improving the 
education and health of people is a goal in itself for 
a better quality of life. But by endorsing the health 
and education related goals, countries have also 
recognized their instrumental value. They are priority 
areas for action for meeting the overarching goal of 
eradication of extreme poverty. As the experience 
of successful East and South-East Asian countries 
show, the positive impact of universalization of 
education and health on the transformation of society 
is far-reaching.

The MPDD Policy Briefs aims at generating a forward-looking discussion among policymakers, researchers and other 
stakeholders to help forge political will and build a regional consensus on the needed policy actions and pressing reforms. 
Policy Bฺriefs are issued without formal editing. For further information on the policy brief, please contact Anis Chowdhury, 
Director, Macroeconomic Policy and Development Division, ESCAP (escap-mpdd@un.org) 

www.unescap.org/pdd

3 See Economic and Social Survey of Asia and the Pacific 2013


