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Foreword

The study on “Impact of Global Financial Crisis on HRD in the SAARC Region: Lessons Learnt” has 
been conducted with the objective to examine the causes, impact, and magnitude of Global Financial 
Crisis [GFC] in the region. 

The impact of GFC was studied by focusing on main HRD sectors, including remittances inflow, 
unemployment, poverty, migration, tourism and social sector. The study also identified policy responses 
undertaken by the SAARC Member States to counter the impact of the GFC. Recommendations were 
incorporated particularly for policy makers and stakeholders to avoid similar situations in future.

The study revealed that GFC has direct effect on HRD through four key channels: reduced flow of aid, 
low foreign investment, damaging region's exports, and lessening remittances inflow. All these sectors 
play key role in the overall economic and social development, e. g. flow of aid and investment hampers 
fiscal budgeting, hence affects the social sector, and remittances play an important role in cradling 
educational attainment across the region.

In this context, this report identifies the social, economic, and financial directions for empowering the 
stakeholders from the SAARC Member States. It also provides guideline principles for improving the 
human resources conditions in the region.

Dr. Riffat Aysha Anis
Director, SHRDC
December, 2013
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Executive Summary

Introduction

The study was conducted to analyze the impact of the Global Financial Crisis on Human Resource 
Development in the SAARC Region: Lessons Learnt. The Global Financial Crisis [GFC] primarily 
originated in the developed economies, developing economies, including those in South Asia, could not 
buffer for too long, from the adverse impacts of the crisis. Weakening in the budgetary position and the 
Government revenues, spending in the social sector development have slowed down, in most of the 
South Asian countries during the post GFC period. There is an evidence to believe that this has also led to 
a slowdown in poverty reduction, along with stag inflationary pressures in some of the South Asian 
economies in the aftermath of the GFC. The occurrence of GFC has already prompted many to believe 
that the center of global economy is now shifting to Asia. Given the significant proportion of youth in the 
population of SAARC economies, it has become vital to invest in HRD in order to realize the rise of the 
'Asian Century'. Therefore, it is imperative to enhance cooperation amongst the SAARC Member States 
to reap the regional human resource potential. This study has investigated the impact of GFC on Human 
Resource Development [HRD] in the SAARC region. 

Objectives

The main objectives of this study were to: 
·Know the main causes, impacts and magnitude of the global financial crisis 
·Understand the implications/impacts of the GFC  on development in the SAARC economies
·Assess the impact of GFC on HRD in the SAARC region
·Identify policy responses undertaken by the respective Governments to counter the GFC impact.

Methodology 

The quantitative assessment was done to collect the primary information and descriptive analysis was 
also conducted for key indicators with regard to GFC and its impact on HRD in the SAARC. 

A comprehensive questionnaire was developed to collect primary data in light of the study objectives 
from all the SAARC Member States. Pre-testing was conducted in Islamabad, Pakistan and 
questionnaire was finalized. The sampling was purposive in nature and sample size consisted of 500 
respondents, randomly selected from the eight SAARC countries. The respondents belonged from 
commodity producing sectors, services sub-sectors, academia, research and development, Government 
officials and members of the business community. The control totals were established within the overall 
sample size using population size of the relevant economies. The data was collected from the main cities; 
Kabul [Afghanistan], Dhaka [Bangladesh], Thimphu [Bhutan], New Delhi, Jaipur, Sikkim [India], Male 
[Maldives], Kathmandu [Nepal], Islamabad, Faisalabad, Sialkot, Karachi [Pakistan], and Colombo [Sri 
Lanka].

One day training was imparted to the Enumerators in Islamabad- Pakistan prior to data collection across 
the eight SAARC Member States. Some of the Enumerators were also provided training through Skype 
Sessions. 
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Data Analysis

The study data was entered and analysed for report writing using Microsoft Word & Excel, version 2010.

Outcomes of Secondary Data

The results of secondary data analysis showed that GFC hit South Asia when most countries in the region 
were already undergoing a terms-of-trade crisis. The response to the crisis has been in the form of 
adjustment in fuel prices, reduction in development spending and tightening of monetary policy.  The 
impact of deterioration in terms-of-trade is significant, and has led to stunted growth, poor 
macroeconomic balances, and high inflationary pressures. The GFC is likely to exacerbate this negative 
impact. For example, a slowdown in the global economy has an impact on South Asian exports and 
income from overseas remittances. Similarly, there are lesser foreign capital flows and investment that 
have long-term implications for economic growth [World Bank, 2008].

However, the developed economies of the West were under severe conditions in terms of growth, 
whereas, the SAARC region was still doing relatively better in the period immediately following the 
GFC. It can be argued that the GFC impact on developing economies, including those of the SAARC, 
occurred after some gap [World Bank, 2008].

The data depicted that GFC had impact on the SAARC region through five main channels, i.e. 1).There 
was slower growth in remittances to the region. Remittances had been growing with a robust trend before 
the GFC occurred,2). Un-employment expanded due to layoffs in destination countries of migrants and 
as business opportunities shrunk in home countries due to the GFC,3).Out-ward migration flows from 
the region slowed due to economic slowdown in the developed economies, which were under the direct 
impact of GFC,4). Social sector spending was negatively affected as budgetary outlays shrunk in the 
post-GFC period, and 5).Tourism [a major source of revenue notably for Maldives, Bhutan, and Nepal] 
from developed economies, declined in the post-GFC period.

A number of policy responses were adopted in the SAARC region in order to meet the negative impacts 
of GFC; there remain risks and vulnerabilities to HRD at regional level. The assessment undertaken in 
this study indicates that lack of cooperation in skills and knowledge exchange along with poor regional 
connectivity constricting people's mobility pose challenges for joint human resource development in the 
SAARC region.

The present study also highlights the importance of institutional connectivity, in order to bolster HRD for 
the welfare of population across all the SAARC Member States. Models being practiced for HRD in 
other regions such as the European Union and APEC can be replicated by establishing well-connected 
networks between HRD institutions in the region. 

Outcomes of Primary Data

Respondents: According to the study findings 32% respondents belonged to public sector, followed by 
academia 30% and services sectors 28%. Participation from industry was 3%; agricultural profession 
represented 2%, while 5% of the respondents were from other sectors i.e. NGOs, independent 
researchers, and business community.
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Awareness about GFC: The responses indicated that 66 % of the respondents knew about GFC, 24% 
had partial knowledge and 10%had never heard of GFC.

Effects of GFC: According to 48.7% respondents agreed that their country has been hit by the economic 
downturn in advanced economies, 40.9 % reported that their country has partially and 10.4 % said that no 
impact has been observed due to GFC.

Effects of GFC in Education Sector: In response to the consequence of GFC in the education sector, 
41% of the respondents agreed that GFC has brought disturbance in the education sector, 35% replied 
that education sector was partially affected and 24% said that no change was observed after GFC.

Effects of GFC in Health Sector: The GFC has influenced the health facilities as reported by 43% of the 
respondents, 35% witnessed partial effects and 22% said that no alteration was seen.

Effects of GFC in Public Facilities: 52% of the respondents were not pleased with the public facilities 
provided by the State such as water, electricity and gas, 27% respondents were partially satisfied, 
whereas, 21% respondents were fully contented. 

Effect of GFC on Access to Public Utilities: 46% of the respondents replied that accessibility to public 
utilities had been worsened in their countries after the GFC, 21% replied that some improvement has 
been observed in certain sectors, 21% responded that provision of public utilities remained unchanged 
and 11% replied that provision of public utilities have been improved after GFC.

Economic Impacts of GFC: Multiple answers were given by the respondents, according to them the 
GFC had led to decrease in wage [74%], remittances [59%], aid flows [68%], exports [60%], and FDI 
[58%] in the region. Similarly, respondents replied that increase in unemployment has also been 
observed [69%], inflation [75%], import [40%], poverty [76%], income inequality [70%], and outward 
migration [53%]. 

Performance of Public Education after GFC: Performance of education sector was deteriorated as 
reported by 31% of the respondents, 29% answered that no change was observed, 15% replied that there 
was improvement in the delivery of education, and 25% viewed some improvements.

Post-GFC Health Sector Facilities: The provision of health sector facilities have either deteriorated or 
remain unchanged as reported by 60% of the respondents, 13% said there was improvement in health 
service delivery, whereas, 23% replied that some improvements were observed.

Business Opportunities - Post GFC: In the SAARC region the business opportunities have 
deteriorated after the GFC as reported by 39% of the respondents, 21% observed an improvement in 
business opportunities even after the GFC, 24% said that improvement has been observed in some 
sectors of the economies and according to 17% business opportunities had remained unchanged. 

Policy Measures – Post GFC: The policy measures undertaken by the Governments after the GFC were 
not known to 56.8% of the respondents and 43.2% reported that they had the information.

Government Policies to Combat GFC: The Governments of the respective SAARC Member States 
adopted certain policies to overcome the effects of GFC. 26% of the respondents said that social sector 
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budget was reduced in their countries, 27% replied that the services sector was given higher priority, 19% 
expressed that Governments had prioritized their balance of payment and 24% said that maintaining 
fiscal balance was the priority of the respective Governments.

Policy Recommendations

In light of the study findings specific recommendations are:  

§At the national level, Governments should identify a set of higher education institutions and 
encourage them through various support programs to sign Memorandums of Understanding 
[MOUs] with counterparts in other South Asian countries, for joint research, training and 
sharing of knowledge in their respective areas of expertise. 

§Cooperation across SAARC countries can also be pursued in form of joint curriculum 
development. The University Grants Commission or Higher Education Commission[s] in 
these countries should hold joint meetings in this regard. 

§The national Governments should appoint a special working group that may look into the 
major shortcomings with regard to regional cooperation, including lack of regional trade, lack 

1
of joint ventures in HRD sectors, such as common universities , administrative bottlenecks for 
implementation of regional integration policy interventions such as SAFTA, and lack of 
political ownership with regard to South Asian regional integration. 

§South Asian countries should bring in reforms to ease cross-border access to professional 
teaching and research institutions for example in the technical fields of medicine and 
engineering. 

§All SAARC Member Countries should abide by their promises under the regional cooperation 
agenda. This is important for the sustainability of new initiatives like SAARC Development 
Fund, the SAARC Food Bank, and the SAARC Energy Centre. 

§The relevant ministries in the Member States should identify fertile pockets of labor 
absorption and devise strategies whereby rising workforce can be absorbed in such pockets. 
For example, the cottage-cum-SME industries of Gujranwala [Pakistan], Ludhiana [India], 
and Chittagong [Bangladesh] are prime examples where labor can be trained and absorbed not 
only for rudimentary but also export-oriented industries. 

The cost of skills enhancement in such areas are lower due to external economies of scale. This implies 
that there are spillover effects and learning capabilities that come just by residing in a certain area where 
industrial practices are prevalent. The next step is even more important whereby these cities, which are 
hubs of industrial activity, should interact with their counterparts in other countries. This can be 
promoted by both the Government and the private sector. 

Such a model can provide more sustainable jobs in the face of global economic crisis, as most of these 
industrial hubs are catering to a large domestic demand whose pattern is more certain.

ix

1South Asia University, New Delhi serves as a good example. 
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1. Introduction

Even though the GFC primarily originated in developed economies, developing economies, including 
those in South Asia, could not buffer for too long from the adverse impacts of the crisis [Ahmed and 
Donoghue, 2010].Weakening in the budgetary position as well as in Government revenues is likely to 
have stalled social sector development spending in most of South Asia in the post GFC period [Amjad 
and Din 2010]. There is evidence to believe that this led to a slowdown in poverty reduction, along with 
stagflationary pressures in some of the South Asian economies in the aftermath of the GFC.

The impact of GFC was observed in the economies of the developed and developing countries. The 
World Bank reported the un-raveling of GFC on production and employment in the USA led to an 
anticipation of large-scale retrenchment of expatriate workers in the Gulf region. The anticipated misery 
and the need for rehabilitation led the South Asia Governments to think about plans for the returning 
migrants. They found that the GFC dimensions were not as large as it were feared earlier. Out of 
approximately 9.5 million South Asian emigrants in the Gulf, the number of emigrants who returned due 
to the GFC was about 264,000 [2.78%], and the number who lost jobs, but were continuing to stay in the 
Gulf was about 170,000 [1.80%]. Overall, less than 5% of the South Asian emigrants had lost jobs owing 
to the GFC, but such an impact had not adversely affected the yearly flow of out-migrants from the 
region. Compared with the outflow of about 2.2 million workers in 2008, the number in 2009 was 
expected to be close to 2.0 million, which was higher than the corresponding figure in 2007[Rajan and 
Narayana, 2012].

In respect to remittances, the annual percentage increase since 2004-05 has been over 20% for the South 
Asian countries, except for Sri Lanka. The magnitude of increase has taken a hit across South Asia, 
except Pakistan, from which the outflow of migrants had been increasing by about 50% every year, since 
2005. Remittances, however, have not declined following the GFC; either they remained stagnant or 
have shown a mild rise, depending on the estimates. As most of the South Asian currencies have 
depreciated against the dollar [to which the GCC currencies are pegged] since late 2007, remittances in 
terms of domestic currencies would have shown an increase. A survey of migrant households in South 
Asia confirmed these estimates, because 94% of the households reported regular remittances during the 
crisis period like those they had made in previous years, and no significant change in the use of 
remittances was reported by these households. 

Overall, less than 5% of the stock of South Asian migrants in the Gulf had lost jobs and either has returned 
or was struggling to continue work in the Gulf. The flow of workers from the South Asia to the Gulf had 
also not been affected to any significant extent, but changes were seen in the origin [in favor of Pakistan] 
and the destination [in favor of Saudi Arabia] of the flow. The volume of remittances into the South Asia 
had also not fallen to any significant extent.

In sum, the crisis of 2008-09 is a blip on the radar of labor migration to the GCC countries from the South 
Asia. A few thousand workers lost jobs and had to return home, but the number migrating to the Gulf has 
hardly fallen. With the quick recovery in 2010, the flow of labor was thought to be increased along with 
remittances.

The GFC hit South Asia when most countries in the region were already under a terms-of-trade crisis. 
The response to the crisis has been in the form of adjustment in fuel prices, reduction in development 
spending and tightening of monetary policy.  The impact of deterioration in terms-of-trade has been 
significant, and has led to stunted growth, poor macroeconomic balances, and high inflationary 
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pressures. The GFC is likely to exacerbate these negative impacts, as  slowing down in the global 
economy will have an impact on South Asian exports and income from overseas remittances. Similarly, 
there could be lesser foreign capital flows and investment that can have long-term implications for 
economic growth [World Bank, 2012].

Losses from worsening in terms-of-trade were partly balanced by increasing remittances. Nonetheless, 
external balances for most South Asian economies have been affected negatively. In the case of Pakistan, 
for example, the current account balance deteriorated substantially from a surplus of 4% of GDP in 2003 
to a deficit of over 8% in 2008. There was a similar increase in current account deficit experienced in Sri 
Lanka. Current account deficit also increased significantly in India and Nepal. Bangladesh, however, 
continued to have a surplus in the current account balance. 

This study attempts to investigate the GFC effects on HRD in the SAARC region with the main objective 
of identifying policy options not only to counter these effects but also to address lacunas in HRD across 
the region. Moreover, the study will identify channels through which regional networks can be 
strengthened in order to promote regionalism and development across the SAARC economies. The 
objectives of this study are:

1.  To understand the main causes, impacts and magnitude of the global financial crisis
2. To understand the implications/impacts of the GFC on development in the SAARC economies
3. To  assess the GFC impact on HRD in SAARC
4. To identify policy responses undertaken by the respective Governments to counter the GFC 

impact, and
5. To present a way forward to enhance HRD in the SAARC region.

The impact of GFC has massively been discussed in the section of secondary data collection, the 
assessment of indirect impact on some countries, particularly on specific sectors, remains a challenge. 
This study provides some clues into this assessment in terms of HRD in the SAARC region. 

The infrastructure for collaborative measures in HRD continues to be weak in the SAARC region, even 
though there is a higher degree of people's mobility between some countries as compared to others. 
Cooperation in the HRD is of particular importance in order to buffer the impact of global shocks as 
experienced in the GFC. It is also important in order to have human resources in the region that is well-
equipped for a rapidly globalizing world. The occurrence of the GFC has already prompted many to 
believe that the center of global economy is now shifting to Asia. Given the significant proportion of 
youth in the population of the SAARC economies, it has become vital to invest in the HRD in order to 
realize the rise of the 'Asian century'. This study stresses the importance of cooperation amongst Member 
States of the SAARC in enhancing the human resource potential of this region. 

The methodology adopted for this study was collection of information through primary and secondary 
data. Extensive review of existing literature on the GFC and its impact on HRD in the SAARC 
economies has also been discussed. The key findings of the survey are presented in the results and 
discussion section, statistics with regard to the GFC and movements in indicators related to HRD in the 
SAARC in the period immediately preceding and following the GFC have also been deliberated. The 
policy responses undertaken in the SAARC economies in the aftermath of the GFC are highlighted. A 
risk and vulnerability analysis has also been drawn. The institutional networks prevalent in the region to 
strengthen cooperation in the HRD sectors have also been brought into lime light, along with policy 
recommendations and way forward.

2
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2. Research Methodology

Quantitative method was used to collect the primary information and descriptive analysis was conducted 
for key indicators with regard to GFC and its impact on HRD in the SAARC.

A questionnaire was developed to collect the primary data in light of the study objectives from all the 
SAARC Member States. Pre-testing was conducted in Islamabad, Pakistan and questionnaire was 
finalized. The sampling was purposive in nature and sample size consisted of 500 respondents, randomly 
selected from the eight SAARC countries. The respondents belonged from commodity producing 
sectors, services sub-sectors, academia, research and development, Government officials and members 
of the business community. The control totals were established within the overall sample size using 
population size of the relevant economies. The data was collected from the main cities; Kabul 
[Afghanistan], Dhaka [Bangladesh], Thimphu [Bhutan], New Delhi, Jaipur, Sikkim [India], Male 
[Maldives], Kathmandu [Nepal], Islamabad, Faisalabad, Sialkot, Karachi [Pakistan], and Colombo [Sri 
Lanka].

The other techniques used to analyse each of the research questions has been described in detail in Table 
1.Given that this research involved an analysis of various questions with a regional context and included 
multiple countries, our approach allowed the use of a variety of data sources [data triangulation], 
multiple perspectives [theory triangulation], and multiple methods [methodological triangulation]. This 
can be seen in Table 1.

Data triangulation helps in quantitative analysis, while theory triangulation was important in the 
analysis. The two approaches then collectively helped in methodological triangulation mentioned above. 
Table 1gives a detailed description of key research questions, methodology undertaken, and data sources 
to address these questions. 

The risks and vulnerabilities analysis [RVA] is based on secondary information literature. The RVA was 
augmented using available literature on various factors that were highlighted. The RVA is important in 
categorizing risks in terms of their intensity and is, therefore, crucial to develop an understanding of 
areas that require immediate attention
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Table 1: Research Questions, Methodology and Data Sources

Research Questions
 

Methodology
 

Data Sources
 

The Global Financial Crisis 2007-2008
 

? What were the main causes, 
impacts and magnitude of the 
global financial crises? 

? Review of literature on the crises  

? Updating of literature with renewed 
focus on developing economies, 
particularly South Asia.  

SAARC, World Bank, 
UN, Governments 
official data sources  

The Global Financial Crisis and Development in SAARC Region  

? What were the 
implications/impacts of the 
global financial crisis for 
development in theSAARC 

economies? 

? Context analysis focusing mainly on 
the impact of the crises on three HRD 
indicators, namely, education, 
technology and health; but also to 
include variables such as remittances, 
unemployment and poverty.  

 

Data and information 
was collected from 
various sources 
including existing 
literature, national 
databases from South 
Asian economies.  

The Global Financial Crisis and HRD in the SAARC Region  

? How have HRD variables 
under study changed in the 
periods before and after GFC? 

? What was the magnitude of 
the impact of GFC on HRD in 
the SAARC region? 

? Descriptive analysis to draw periodic 
comparison between HRD variables 
pre and post crises. 

Data was collected 
from existing literature  
and national databases 
on the SAARC  
economies.  

Policy Responses to the Crisis 

? What were the main policy 
actions undertaken to offset 
the negative impacts of the 
crises?  

? How effective these policy 
decisions have been since? 

? Context analysis to establish a 
repository of policy actions taken 
across all the SAARC economies in 
the aftermath of the crises.  

 

Data and 
informationwas 
collected  from various  
sources including 
existing literature, 
national databases on 
the SAARC  economies.  

Way Forward 
? What are the major 

shortcomings of the policies 
undertaken so far? How can 
these be addressed? 

? Policy options for regional 
integration to further HRD in 
South Asia.

 

? Risk and vulnerabilities assessment.  
? Network analysis to analyze Track 1 

and Track 2 interaction in South Asia 
in the context ofthe HRD.  

 

Data and information 
was collected  from 
various sources 
including existing 
literature, national 
databases on the 
SAARC economies.

 

 

4

Impact of the Global Financial Crisis on HRD in the SAARC Region



3. Secondary Data Analysis

The Global Financial Crisis, brought about by what is now termed as the New Financial Architecture 
[NFA], continues to haunt the global economy [Crotty, 2008]. While developed economies were the 
major ones to have experienced the severe brunt of the crisis, developing economies also had to face the 
adverse implications of the crisis. SAARC economies have been no exception to this phenomenon. 
Review of literature was conducted for secondary data collection.

Global Financial Crisis: Some Causes

According to Crotty [2008], the crisis beginning in late 2007, was mainly triggered by the financial 
sector. Financial sector gains relative to GDP in the US experienced increase throughout the decade of 
the 90s and rose from 1.5% in 1994 to 2% in 2000, and 3.7% in 2006. Before the crisis took off, financial 
sector profits in the US constituted 40% of the corporate profits.

Reinhart and Rogoff [2008] asserted that the crisis originating from the world's largest economy thus had 
global implications, as the number of countries affected by the crisis brought about by the NFA rose 
sharply. 

Rajan and Narayana [2012] in a World Bank study reported that the un-raveling of GFC on production 
and employment in the USA led to an anticipation of large-scale retrenchment of expatriate workers in 
the Gulf region. The anticipated misery and the need for rehabilitation led the South Asia Governments to 
think about plans for the returning migrants. They found that the GFC dimensions were not as large as it 
were feared earlier. Out of approximately 9.5 million South Asian emigrants in the Gulf, the number of 
emigrants who returned due to the GFC was about 264,000 [2.78%], and the number who lost jobs, but 
were continuing to stay in the Gulf was about 170,000 [1.80%]. Overall, less than 5% of the South Asian 
emigrants had lost jobs owing to the GFC, but such an impact had not adversely affected the yearly flow 
of out-migrants from the region. Compared with the outflow of about 2.2 million workers in 2008, the 
number in 2009 was expected to be close to 2.0 million, which was higher than the corresponding figure 
in 2007.

In respect to remittances, the annual percentage increase since 2004-05 has been over 20% for the South 
Asian countries, except for Sri Lanka. The magnitude of increase has taken a hit across South Asia, 
except Pakistan, from which the outflow of migrants had been increasing by about 50% every year, since 
2005. Remittances, however, have not declined following the GFC; either they remained stagnant or 
have shown a mild rise, depending on the estimates. As most of the South Asian currencies have 
depreciated against the dollar [to which the GCC currencies are pegged] since late 2007, remittances in 
terms of domestic currencies would have shown an increase. A survey of migrant households in South 
Asia confirmed these estimates, because 94% of the households reported regular remittances during the 
crisis period like those they had made in previous years, and no significant change in the use of 
remittances was reported by these households. 

Overall, less than 5% of the stock of South Asian migrants in the Gulf had lost jobs and either has returned 
or was struggling to continue work in the Gulf. The flow of workers from the South Asia to the Gulf had 
also not been affected to any significant extent, but changes were seen in the origin [in favor of Pakistan] 
and the destination [in favor of Saudi Arabia] of the flow. The volume of remittances into the South Asia 
had also not fallen to any significant extent.
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In sum, the crisis of 2008-09 is a blip on the radar of labor migration to the GCC countries from the South 
Asia. A few thousand workers lost jobs and had to return home, but the number migrating to the Gulf has 
hardly fallen. With the quick recovery in 2010, the flow of labor was thought to be increased along with 
remittances.

Table 2: Emigrants Returning to South Asia from Gulf [GFC Estimates-2009]

Source: Rajan and Narayana, 2012

Claessens et al. [2013]extensively discussed the causes of the GFC. The authors posited that the global 
crisis showed up in 2008 shared some causes with the previous crises, while, there were other specific 
causes to it alone. Housing prices increased up to 30% in the pre-crisis period. Lower interest rates, 
increased mortgage financing and financial innovation led to increased indebtedness of US households 
after the year 2000. Lending standards also fell sharply, thereby expanding default risk. As in previous 
episodes of crises, lack of supervision, excessive financial liberalization and deficiency of oversight 
resulted in huge credit risks and mismatched currency and maturity. 

The GFC has however, been a little different from earlier crises because it happened at the time of 
impressive growth rates and low levels of inflation. Historically, low real interest rates gave rise to 
increased leverage, but limited the ability of borrowers and financial institutions to absorb even minor 
shocks. Thus a liquidity crisis was triggered by the decline in confidence, increase in counter party risk 
and quick erosion of capital buffers. The crisis was further exacerbated by loosely regulated financial 
markets that ignored the higher risk, thereby turning a 'liquidity crisis into a solvency one'.  Thus, unlike 
previous crises, advanced countries were the epicenter of the crisis in 2008 and the 'contagion effect 
[through trade and financial channels] left multiple economies across the globe exposed to the effects of 
the crisis that originated in the United States.

Paderanga [2009] explained at length the emergence and causes of GFC.  He transcribes that the rapid 
growth of emerging economies, owing to their cost advantages in production, eventually led to an 
increased trend in the flow of funds from surplus economies in the West to [balance of trade] deficit 
economies in Asia. This came about primarily due to over-consumption in developed economies, 
primarily the USA, as well as with increased integration in world markets. In order to preserve cost-
competitiveness, surplus economies in the West chose to stick their currency exchange rates. Further, 
with the adoption of the US dollar as global currency, and to provide for the money supply needed with 
expanding global trade, the United States had to maintain a modest balance of payments deficit. 

There were two apparent outcomes with the cheap inflow of goods and funds into the advanced recipient 
economies: cheaper goods brought down inflation rates and strengthened their currencies, in turn 
hampering the domestic manufacturing sector, and asset prices rose as the flow of funds increased, 
thereby causing a reduction in return on investments. With the advent of the dot-com bubble in 2000, 

Origin of Emigrants  Total Number of Emigrants Emigrants Returned from Gulf  

Bangladesh 900000 25044  

India 5050000 140526  
Nepal 250000 6957  
Pakistan 2300000 64002  
Sri Lanka 975000 27131  
South Asia 9475000 263660  
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central banks in many of these economies continued to lower the interest rates, which further augmented 
2

the asset price bubble and exacerbated the already suffering RoIs . This was addressed by a search for 
higher-yielding alternative investments, which later turned out to be subprime credits and inflation 
hedges such as commodities [Paderanga, 2009]. 

These subprime credits were used to extend the reach of financial markets beyond national boundaries, 
which unleashed huge amounts of capital as market outreach expanded across geographical boundaries. 
Meanwhile, financial innovations such as securitization of subprime mortgage loans into collateralized 
debt obligations also triggered the process. Further, banks were left more exposed to movements in 
financial markets with the incorporation of various types of FIs into the banking system, particularly in 
the United States. The deregulation in the sector also bloated the size and volume of these markets, hence 
their impact once the crisis took off [Paderanga, 2009]. 

Palit [2011] documented that the world has recovered from the GFC faster than what was initially 
expected. Global output growth shrunk from 3% in 2008 to -0.6% in 2009. The projections by the IMF 
forecast the world economy to grow by 4.6% and 4.3% respectively in 2010 and 2011. Though the US 
and Europe continue to have depressed economic prospects, Asia, led by China and India, is 
spearheading the global recovery. Buoyant growth prospects for India imply similar prospects for South 
Asia as well. South Asia was expected to grow at a robust rate of 7.5% in 2010 on account of strong 
growth in India supported by healthy economic recovery in Sri Lanka and Bangladesh. The temporary 
deceleration inflicted by the financial crisis has obviously not lasted long in the region. Concerns, 
however, remained over Pakistan which has been affected by one of its worst natural disasters. 

The post-GFCs world economy was expected to be dominated by economic momentum emanating from 
Asia. South Asia is likely to be a major source of such momentum, along with East and Southeast Asia. 
The region's potential to chart and maintain an upward economic trajectory depends significantly on its 
success in managing internal weaknesses. The financial crisis has not left an indelible economic impact 
on the region. But what it has certainly done is to draw attention to where the region needs to focus on.

Abella and Ducanes [2009], reported that while it was early to accurately gauge the full impact  the GFC 
on Asian labor migration, it was clear that earlier trends did not  sustain because of worsening economic 
conditions in major destination countries. All indications pointed to a deepening crisis that further cut 
back international trade and foreign investments, the two important propellers of growth in the region. 
The current year was expected to see much lower demand for migrant workers particularly in East Asian 
destination countries. The jobs most likely to be affected were those in construction, finance, trade-
related industries such as export manufacturing and shipping, travel and tourism. Contracts were 
unlikely to be renewed or even prematurely terminated as projects especially in the private sector were 
put off for the future or as some employers become insolvent. Migrant workers, who have arrived in the 
countries of employment, were going to be particularly affected since the last ones were likely to be the 
first ones laid off. The hope was that recent efforts to restore confidence and stimulate investments 
worked quickly and brought everything back to where they were a year ago. However, this was unlikely 
to occur. Restrictive policies on admission and employment of foreign workers adopted in response to 
the crisis were likely be “sticky” and stayed even when recovery was achieved for a variety of reasons. 
Even before the crisis some Governments have already announced their intention to reduce 

2The dot-com bubble originated from large investments and venture capital funding for internet-based startups. 
The bubble burst as many of these start-ups failed to turn profits for investors.
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“dependence” on foreign workers and to plug the loopholes that led to the creation of a large pool of 
foreign workers in an irregular situation.

They witnessed that circumstances were getting severer for many migrant workers, as they tried to hang 
on to their jobs and stayed in the countries of employment in the hope of eventually recouping their 
investments. The problem can be very severe for low-skilled workers, who paid huge amounts to get jobs 
in places like Korea or China. Those whose legal work permits had expired was likely to risk 
“overstaying” particularly because opportunities for gainful work at home were even bleaker. More and 
more migrant workers were sitting out the crisis even if the Governments' “crackdown” on irregular 
migrant workers. On the other hand, there were continued to be more outflows since the situation was not 
as dire for all workers or in all destinations. There were a few occupations such as the demand for health 
sector jobs, which remained strong. Foreign engineers were in demand in some countries like Saudi 
Arabia where plans to build five new urban centers were unaffected by the crisis. The same was true in 
the countries where the Governments have committed to pursue stimulus packages involving major 
public infrastructure development.

 Abella and Ducanes also noted that the growth of remittances into the region did not continue at the high 
rates experienced in recent years but was yet to turn negative. This was because the volume of 
remittances depended on the number of migrant remitters abroad and it has not declined. The most recent 
figures available for a number of countries do indicate a considerable slowdown from the double digit 
rates recorded in the past. If this aggravates further in 2009 and 2010, the growth of consumption 
expenditures and investments were no doubt be affected whose ripple effects throughout the economies 
of countries heavily dependent on remittances like Bangladesh, Nepal, Sri Lanka, the Philippines and 
even India [Kerala in particular] was very profound unless countered by timely and commensurate fiscal 
and monetary measures. It has been clear that countries, both sending and receiving, benefit from 
liberalizing the movements of workers. The crisis challenges stated in the region to find effective safety 
nets for migrant workers and to resist the inclination to establish adjustment measures that could have 
lasting impact on restricting future movements. The ASEAN Declaration on the Promotion and the 
Protection of the Rights of Migrant Workers was a major step forward in this direction and assumes even 
greater relevance under the current scenario. Such and similar initiatives should not be abandoned due to 
the crisis.

Impact of Global Financial Crisis

Crises precipitated by financial reasons tend to be more severe, cause sharp decline in economic 
activities and have sluggish recovery. A study of the 2008 financial crisis documents that the world's per 
capita output decreased by 1.8% the following year, i.e. 2009 and the number of unemployed people 
throughout the world rose to 30 million during the same year [Claesson et al. 2013].

Scoping on the differences on output impact of the crisis, Berkmen et al.[2009], found that countries with 
more flexible financial systems and rapid credit growth were more vulnerable to the crisis in terms of 
growth outlooks. Developing economies that exported more of food as compared to advanced 
manufacturing goods were found to be less affected.

From Developed World to Asia: Transmission through Trade

Bernanke [2009] reported that economies that were open to trade experienced declined growth relative to 
their performance in previous year. International trade decreased 20% in real terms, which had direct 
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repercussions for trade dependent Asian economies. Reduction in the volume of trade is likely to be the 
outcome of squeezed credit conditions as demand of durable goods declined [since purchase involves 
extension of credit] and trade finances became more difficult to obtain. Capital flows shifted away from 
the countries perceived to be vulnerable, leading to severe credit tightening and exchange rate 
depreciation in some countries. Disrupted interbank lending further intensified lending difficulties. 
Apart from trade openness, financial openness also caused both Asian as well as non-Asian countries to 
bear heavily in terms of decline in output.

Impact through Migration and Remittances

A survey conducted by the ADB on GFC and its impact on remittances and poverty in five Asian 
countries reveals that outbound migration from these countries was affected due to the crisis. For 
example, the 'number of family members working as migrant workers abroad' has declined by 3% during 
the crisis [in Bangladesh, Indonesia, and Philippines], with the most dramatic decrease observed in 
Bangladesh [up to 7%]. Moreover, the crisis has also caused reduction in the number of those seeking to 
go abroad, mainly for two reasons: loss in income that has made migration costlier and lack of jobs 
overseas [ADB, 2012]. 

Moreover, there has been a fall in the frequency of receiving remittances in three of the countries under 
study, i.e. Bangladesh, Indonesia and Philippines. Nonetheless, the crisis seems to have made migrant 
households even more dependent on remittances. The effect of income earned overseas in developed 
countries [many of which were hit by the crisis] has, therefore, had an impact on household income in 
developing countries through those working overseas and sending back remittances [ADB, 2012].

Impact on Asia

Bernanke [2009] explained various episodes of troughs and mild recoveries witnessed by the Asian 
economies in the aftermath of the GFC. Asian economies experienced sharp decline in their growth rates 
following the emergence of the crisis in 2007 but at the end of the same year, Asian markets began 
showing swift recovery with high equity prices. With recession in the US economy in 2008, growth rates 
also fell in some of the Asian economies. This deteriorating trend continued till the end of 2008. 
However, in the second quarter of 2009, Asia leads the global recovery trend with an average growth rate 
of 9%.
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Table 3: Asian Economies during GFC

Source: Based on Bernanke, 2009

GFC and the SAARC Region

According to the World Bank [2012], the GFC hit South Asia when most countries in the region were 
already under a terms-of-trade crisis. The response to the crisis has been in the form of adjustment in fuel 
prices, reduction in development spending and tightening of monetary policy. The impact of 
deterioration in terms-of-trade has been significant, and has led to stunted growth, poor macroeconomic 
balances, and high inflationary pressures. The GFC is likely to exacerbate these negative impacts. For 
example, slowing down in the global economy will have an impact on South Asian exports and income 
from overseas remittances. Similarly, there could be lesser foreign capital flows and investment that can 
have long-term implications for economic growth. 

Losses from worsening in terms-of-trade were partly balanced by increasing remittances. Nonetheless, 
external balances for most South Asian economies have been affected negatively. In the case of Pakistan, 
for example, the current account balance deteriorated substantially from a surplus of 4% of GDP in 2003 
to a deficit of over 8% in 2008. There was a similar increase in current account deficit experienced in Sri 
Lanka. Current account deficit also increased significantly in India and Nepal. Bangladesh, however, 
continued to have a surplus in the current account balance. 

India being the largest regional economy may be more exposed to the GFC risks because of higher 
exposure of domestic FIs to IFIs. There is evidence indicating that there have been effects in the form of 
substantial losses in the stock market and decline in the flow of foreign capital to the country. The effects 
of many such risks have been controlled through careful debt management, higher savings rate, a strong 
financial sector, and a pro-active monetary policy management. 

Remittances have, however, continued to experience positive growth in South Asia. Remittances have 
not only helped in stabilizing balance of payments in the post-GFC period but also have been important 
in providing a safety net for a large number of households. A large amount of these funds comes from the 
Middle East, and most of the economies in the region have not been affected by the GFC. There is, 
however, the risk of slowdown in remittances from OECD countries.  

Before the GFC, remittances tended to experience a more robust growth pattern, irrespective of business 
cycles. However, due to the GFC impact on the real sector in developed economies, the amount of 
remittances was projected to fall in the 2009. Such a decline in foreign remittances had not been 
experienced in over a decade. The World Bank projected that remittances would be 6.1% lower in 2009 
as compared to2008, while growth in remittances will continue to be slow [World Bank, 2012]. 

Timeline State of Crisis  
2007 Mid 2007 Sharp deterioration  

End 2007 Swift recovery  
2008 Start 2008 Asian equity markets fell, small economies came to halt  

End 2008
 

GDP further deteriorated
 2009

 
Start 2009

 
Slowed growth

 Mid 2009

 
Regional economy expanded at 9% in second quarter, double digit 

growth in China, Hong Kong, Korea, Malaysia, Singapore and Taiwan
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In the case of Afghanistan, exports had been rising steadily in the pre-GFC period until 2008. However, 
exports as a percentage of GDP fell from 18% in 2008 to 14% in 2009. The declining trend continued, 
coming down to 8.8% in the year 2011. Annual GDP growth fell sharply from 21% in 2009 to 7% in 2011. 
However, net official development to the country assistance has been consistently increasing [World 
Development Indicators, 2013]. 

The Asian Development Bank [ADB, 2012] highlighted that real GDP growth significantly deteriorated 
in both Pakistan [decreased from 6.8% in 2007 to 1.2% in 2009] and Bangladesh [real GDP decreased by 
0.1%] following the crisis. Sanogo [2010] also noted the slow-down economic activity in Bangladesh in 
the aftermath of the crisis, as evident by the 67% decrease in FDI, reduced exports [6.2%] and imports 
[3.6%], return of nearly 70 thousand migrants and a significant reduction in the export of manpower in 
2009.

The Overseas Development Institute [ODI, 2010] noted that remittances continued to experience growth 
in Bangladesh at 22% in 2008-09 compared to the previous year. However, the rate of growth was lower 
than in the pre-crisis period. More interestingly, over 25,000 workers were laid off from the garments 
industry alone in the year 2009. Remittances flow remained steady through most of the GFC period in the 
case of Bangladesh. It was observed that institutions with a higher degree of flexibility were able to cope 
better with the GFC impact, while a number of policy task forces formulated by the Government also 
proved helpful in preventing such impact in a more regulated manner.

The study also indicated that there was a reduction in Bangladesh exports to the USA by up to one-third 
during the first nine months of 2009. However, the rate of growth in exports remained positive for 
Bangladesh. In terms of outward migration flows from Bangladesh, there was a significant decline by 
34% in the year 2008-09 compared with the previous year. The declining trend remained through the 
beginning of 2009-10, falling by 46.5%. As stated earlier, this was because of tighter employment 
conditions in destination countries.

It can be argued that the GFC could have had an adverse impact on the employment in the country. This 
was further exacerbated by layoffs in destination countries [developed economies under the GFC]. 
However, higher growth in the agricultural sector was able to buffer these impacts on employments. The 
rate of reduction in poverty also slowed down in the country. The proportion of those living below the 
poverty line did not come down as expected. Slowed economic growth, reduction in exports and slower 
pace of investment lately is likely to stall the pace of poverty reduction in Bangladesh [ODI, 2010]. 

In the period during and after the GFC, The Bangladesh Bank extracted 90% of its total investments from 
international banks perceived as vulnerable to risk. Further, the Bank has maintained a stable exchange 
rate vis-à-vis the US dollar. The Government also initiated a number of stimulus packages for the 
economy, including over $5 million for social safety net programs. Budgetary allocation for social 
empowerment was also subsequently increased up to 0.44% of the GDP. The stimulus packages included 
$21.4 million for agriculture, $8.6 million for power sector, and $7.1 million for recapitalization of 
agricultural loans and $85.7 million for the Small and Medium Enterprises [SMEs] Fund. The second 
stimulus package of the Government amounted to $714.3 million for the year 2009-10, while the third 
package was dedicated for the apparel sector. Moreover, the Government also established another three 
funds amounting $144.8 million so as to support refinancing facilities for the SME sector. Up to 15% of 
this amount was allocated for women entrepreneurs at an interest rate of 10%. Two employment creation 
programs, [Employment Generation for the Extremely Poor, and National Service Program] were also 
initiated under the social safety net program [ODI, 2010].
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Reserve Bank of India [2011] noted that Bhutan's financial system is not highly linked with that of the 
rest of the world, limiting the impact that the GFC could have on the country. Nevertheless, there were 
repercussions for the manufacturing and industrial sectors leading to a higher level of non-performing 
loans during 2008. The share of these sectors was the highest at around 30% of the total Non-Performing 
Loans [NPLs]. Consequently, the Central Bank tightened regulations for financial institutions, seeking 
additional 10% provisioning for sectors, which were highly exposed to risk. In 2009-10, as the demand 
for industrial goods grew in India, the housing sector became the sector with the highest NPLs. 

The financial sector in Bhutan continued to perform steadily during 2010. Cumulatively, assets from the 
sector grew by 37%. Assets of the banking sector in the country grew by 33% to $1.3 billion, and those of 
non-bank FIs grew by 117% to $130.5 million. This was also because of the re-categorization of Bhutan 
Development Finance Corporation Limited as a banking institution in March 2010. Some of the financial 
sector reforms undertaken during and after the occurrence of the GFC include:

1. The Credit Information Bureau was launched by the Royal Monetary Authority of Bhutan 
[RMA] in 2009 so as to stimulate credit and exchange conditions as well as a robust financial 
structure that facilitates balanced economic growth. 

2. A financial literacy campaign was run by the RMA in collaboration with FIs in 2010. 
3. With the support of ADB, a website for the Royal Securities Exchange of Bhutan [RSEB] was 

developed and launched. Additionally, there were trainings organized for staff, FIs and the RMA 
with regard to regulations, role and functions of a stock exchange. The financial literacy program 
was re-organized in other six districts in the year 2010. 

4. Provisioning requirements for NPLs were tightened, asserting a positive influence on the 
soundness of FIs in general. There were other changes in regulations, including those related to 
Related Party Transactions, Share Ownership and Equity Investment [making it mandatory for 
all FIs to be publicly listed companies], Consortium Financing, interest calculation, etc.

5. The Electronic Fund Transfer and Clearing System were established in June 2010 by the RMA.
6. The RMA also began drafting of a number of important policies with regard to the financial 

sector, including Microfinance Regulations, Branchless Banking Regulations, Corporate 
Governance Regulations, Anti-Money Laundering Regulations, and the Establishment of Re-
insurance companies in Bhutan.

In Bhutan, reduction in revenue from the tourism industry was also experienced. Even though the impact 
of the GFC was not very strong on the Bhutanese economy, as stated earlier, certain indicators did come 
under stress. For example, the budget deficit, current account deficit, and the amount of money in 
circulation all rose in 2009. The number of incoming tourists to the country fell by a marginal 7%, as 
reported by The Tourism Council of Bhutan [TCB]. However, a significant problem has risen in food 
inflation, which is expected to subside soon [EU, 2010]. 

 Though Bhutan is a signatory of the SAFTA, the reduction in customs duties may not bring about a 
significant impact for Bhutan. This is because Bhutan is already under preferential treatment with India, 
its largest trading partner. The more difficult bottlenecks for Bhutan's trading opportunities are due to the 
country's small geography, dearth in trade facilitation, and inadequacy of natural resources [EU, 2010]. 

According to Phuspal [2009], Bhutan witnessed a sharp decline in GDP growth [19% in 2007 to 5% in 
2008] as well as deteriorating tourism industry. Fiscal deficit expanded to 6.9% of the GDP in 2009-10 
from 3% in 2008-09 whereas inflation rate reached a record 9.3% during the same year. Current account 
deficit also reached 10.2% of the GDP in the year 2008-09.
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United Nations[2009] suggested that while there was no direct impact of the GFC on the economy of 
Bhutan, there was an observable decline in the tourism and steel industries. The power sector propelled 
the economy at a steady growth rate, despite being unable to generate employment for skilled labor. 
Given that the incidence of poverty remains high, particularly in the rural areas of the country, a holistic 
solution incorporating agriculture, tourism, environment and rural community may be necessary to 
address problems such as poverty, labor migration, unemployment, and community development. The 
study also documented that small and medium farmers should be the lead beneficiaries from 
commercialization of agriculture. 

According to Seneviratne [2009], despite being one of the fastest growing economies, India also 
experienced the GFC effects as the growth rate fell to 7% during the first quarter of 2009. Before that, 
growth had been higher at an impressive rate of 9% during 2007-08. 

India experienced slowed economic growth [9.3% in 2007 to 7.3% in 2008] as well as currency 
depreciation of 15.6% [during the period of 2007 to2009] as indicated by Goldstein and Xie [2009]. FDI 
fell sharply from $32327 million to $20700 million during 2007-2008 but exhibited a steady recovery in 
2009 [Amjad and Din, 2010].

Viswanathan [2010], highlighted that the GFC impact on India occurred through multiple channels, 
including trade, finance, and business confidence. In order to  prevent adversity of the GFC, a number of 
policy measures were taken, including, injection of liquidity, stabilization of interest rate and inflation, 
and provision of fiscal stimulus. 

Maldives had to face a dual crisis, tsunami in 2004 and the brunt of the global crunch in 2008. While its 
economy recovered from the former crisis, the GFC hampered domestic growth and contracted tourism 
and trade. Budget deficit also reached at 14% of the GDP in 2008 [UNDP, 2009].

In Maldives, the Ministry of Economic Development [2013], suggested that life expectancy has 
increased by 10 years over the last 20years. Infant Mortality [IMR] and Child Mortality have also 
declined in the country as a consequence of an average spending of 10% of  Govt budget on health. 

The Ministry of Finance and Treasury [2009], highlighted that due to the GFC, it would be difficult to 
bring about needed changes in Maldives. The report also suggested that the GFC could have deeper 
implications for the Maldivian economy in the form of effects on the tourism industry. For example, 
tourism arrivals, which were initially estimated to grow at 9% for the year 2008, actually grew by just 
1.1%. For the year 2009 again, tourism arrivals were estimated to grow at 0.9%; however, the estimation 
was revised downwards to negative 11% on the basis reduced tourist arrivals in the initial months of the 
year. 

Khadka and Budhathoki [2013], found that Nepal was least affected by the GFC and no direct impact 
[slowed growth, decreased employment rate etc.] was observed because Nepalese financial markets are 
not well-integrated with global financial markets. However, it witnessed slower growth of remittances, a 
minor decrease in exports [mainly to the US and UK], contraction in foreign aid and a significant 
decrease in the rate of increment in the total earnings from tourism. FDI fell sharply during the crisis 
period but substantially increased in post-crisis period as a result of recovery in the developed 
economies.
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The impact of the GFC was not very significant in sectors like tourism, ready made garments, and the 
manufacturing industry, according to UN [2009]. Again, due to lower linkages with international 
financial markets, macro indicators of the economy such as foreign exchange reserves and BoP mostly 
remained stable. 

There is, however, a view that Nepal may have to face 'Second Round Effects' due to global economic 
slowdown through export earnings, tourism receipts, remittances, and external financing. The country is 
also vulnerable to food shocks, therefore, dependent on international markets for its domestic demand. 
This was also observed in 2007-08 when India had imposed a ban on export of paddy to Nepal, which in 
turn led to a food price hike in the country [UN, 2009]. 

The study also assessed the income-expenditure patterns at a rural household level to analyze the 
financial crisis impact on the food and agricultural sectors, with particular focus on the impact on fruit 
growers. The consumption pattern for the rural household undergoes a significant change under the 
conditions of the crisis. The coping strategy adopted by these households includes selling of both farms 
as well as non-farm assets to ensure adequate liquidity [UN, 2009]. 

Budhathoki and Khadka [2013] noted that since Western Asian countries were not substantially affected 
by the GFC and since these countries are major sources of remittances to Nepal, remittance flows were 
not affected to a large-scale. However, the growth rate of remittance flows reduced during and following 
the occurrence of the GFC. The rate of increase in remittance also declined since the GFC. Remittances 
to the country increased only marginally at 9.4% in 2009 [lower than the growth rate in the previous 
year], while there with indications of financial recovery, the rate of remittance flows rose by 16.2% in 
2010, 21.6% in 2011 and 17.5% in 2012.

Budhathoki and Khadka [2013] also suggested that tourism flows to country were affected due to the 
GFC as tourists from the developed economies cut back on their expenses. The number decreased 
substantially in the year 2008 compared with the previous year, while there was no substantial increase 
observed in the following year, i.e. 2009. Tourism receipts in Nepal also increased at a declining rate in 
the aftermath of the GFC. Tourism revenues were increased by a marginal 7.2% in 2009, compared with 
52.6% increase in 2008. Receipts also declined by 12.5% during the year 2010. 

Budhathoki and Khadka further argued that economic crisis in the developed economies of Europe and 
the US can be detrimental for developing economies in multiple ways. Crisis can affect the potential for 
exports through deterioration in terms of trade, particularly for commodity exports. There can also be 
reduction in the amount of development aid sent to developing economies like Nepal. Further, there can 
be reduction in remittances to developing economies with job layoffs in crises-affected developed 
economies. Another major impact on developing economies is reduction in FDI from developed 
economies in case of persistent crisis. 

Yifu Lin [2008] stressed that developing economies such as Nepal need to refine macroeconomic 
policies and improve the management of sovereign debt. Nepal had to experience a severe liquidity crisis 
in 2010-11. This crisis was driven by increased lending of banks and FIs to risky sectors like real estate 
and housing, which in turn led to a price bubble in these sectors. Eventually, however, non-performing 
loans increased as sectoral performance diminished, ending up in a liquidity crisis in the country. The 
crisis led to higher interest rates [Budhathoki and Khadka, 2013]. The authors also suggested that the 
Central Bank of Nepal should undertake a periodical review of Cash Reserve Ratio [CRR] and Statutory 
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Liquidity Ratio [SLR]. Fiscal deficit should also be maintained within reasonable limits by the 
Government of Nepal. 

The authors go on to stress that Nepal should also pursue regional cooperation with neighboring 
countries for intra-regional trade and sharing of energy resources in order to avert the effects of the GFC. 

The South Asia region is marked by a number of trade-inhibiting factors and lack of trust among 
neighbors. Enhanced regional economic integration will not only lead to increased welfare but will also 
be important in making regional economies more resilient to global shocks. Connectivity infrastructure 
is extremely weak in the region. There is a need to substantially improve rail, road and air connectivity in 
order to enhance regional trade for the welfare of the region at large. In the case of Nepal, as Budhathoki 
and Khadka [2013] noted, improved infrastructure will help  increase  the connectivity of the country 
with others in the region, and will also be beneficial in increasing foreign exchange reserves through 
increased tourism.

There is a potential for generation of an estimated 40000 MW of hydroelectricity in Nepal, of which a 
mere 1.5% has been realized so far. Cooperation among neighbors in South Asia can help in realization of 
this potential [Budhathoki and Khadka, 2013]. 

Pakistan witnessed high inflation [25%] in 2009 and unprecedented levels of unemployment [Nanto, 
2009]. The Karachi Stock Exchange Index lowered from 15373 to 9144 percentage points during the 
same year [Muhammad, Hussain and Ali, 2009]. Imports declined by 10.3% during the economic slow-
down whereas current account deficit reached 8.4% of the GDP in 2008 as compared to 4.8% in 2007. 
Fiscal deficit of Pakistan also soared to 7.4% of the GDP in 2008 from 4.3% of the GDP in 2007[Amjad 
and Din, 2010]. ADB also reported a 40% increase in the poverty headcount ratio for Pakistan during 
2008-09.

Economic growth fell in Sri Lanka too [6.8% in 2007 to 4% in 2009], with decrease in imports [by 
18.3%], falling FDI [$548 million in 2007 to $313 million in 2008], which had also showed a continued 
decreasing trend even at the start of the recovery period, a current account deficit of 7.1% of the GDP in 
2008 compared with 4.5% in 2007 and decreased workers' remittances [$2.5 billion in 2007 to $1.6 
billion in 2009]. The inflation rate stood high at 22% in 2008, but later decreased [Amjad and Din, 2010]. 

Hemachandra [2011] stated that economic and social conditions in the country improved after the end of 
the war in 2009, as indicated by increase in the output of factory, industry and services. There was 
increased demand in both domestic as well as external sectors, leading to higher performance in the 
Colombo Stock Exchange [CSE], whereby market capitalization increased from Rs. 1 trillion at the end 
of 2009 to Rs. 2.2 trillion by the end of 2010. Economic growth accelerated, while there was a reduction 
in unemployment rate, which fell from 8.8% in 2002 to 4.9% in 2010. Growth rate of the economy, at 8% 
in 2010, indicated recovery after the initial adverse effects from the crisis of 2008-09. 

Abella and Ducanes [2009] highlighted that there was reduced demand for garment workers, domestic 
workers and general laborers, as indicated by the Sri Lanka Bureau of Foreign Employment. The Bureau 
also expected that there would be slower growth in remittances to the country during 2009. Indeed, 
outward migration flows reduced, from 24,970 in September 2008 to20,225 in October to 19,239 in 
November, and 16,811 in December. The authors also argued that conditions of the labor market in the 
Middle East will be crucial for migration flows from both Sri Lanka as well as India. 
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It can thus be argued, that regional economies in South Asia, were better able to cope with the crisis in the 
immediate period following 2007-2008. However, given their weaker fiscal positions and reliance on 
developed economies exports, developing economies, including those in the SAARC region, did 
eventually succumb to the crisis.

According to the Bangladesh Economic Review [BER, 2009], the Government was able to retain 
business confidence in the country in the aftermath of the GFC. Remittances and exports, both of which 
were vulnerable to the GFC impact, continued to experience positive growth, along with higher current 
account surplus, foreign exchange reserves and reduced budget deficit. The banking sector as well as the 
capital market was stable during the year 2008-09. The growth rate of the economy stood at 5.9% during 
2008-09. Besides recovery in the agricultural sector, there was also modest growth in industry and the 
services sector. The share of agriculture was recorded at 4.6% of the GDP, while the share of industry and 
services sector stood at 5.9% and 6.3% respectively. 

The BER, however, reported that growth in exports and remittances did slow-down in the year 
immediately following the GFC occurrence. The Government also formulated a Task Force to address 
the possible GFC impact with representation from both the public and private sectors. A Technical 
Committee was also formulated to identify and assess the GFC impact and suggest appropriate policy 
responses. Recommendations from these task forces led to the declaration of an incentive package 
supported by the Government, along with fiscal, monetary and policy support. Remittance receipts 
during 2008-09 increased by 22.4%, while the number of persons going abroad reduced by 43.4% 
compared to the previous year. It is worth noting that both remittance earnings and outward migration 
numbers were decelerating during the latter half of the year.

Annual Report of Ministry of Finance India [2009-10], reported that the monetary policy of India was 
also intended to contain the possible effects of the GFC on the country. Liquidity crunch was experienced 
in the Indian money market during September-October 2008, signifying the movements of the GFC. 
However, as the GFC proceeded, the liquidity crunch in the Indian market became less severe owing to 
policy actions taken by the RBI. These actions for liquidity management included the use of Cash 
Reserve Ratio and Open Market Operations to mitigate the GFC impact on local markets. While India 
was not affected at the outset of the GFC, signs started to emerge through capital account of the BoP and 
also through the current account, including exports and remittances. The trade account deficit rose to 
12% of GDP during April-December 2008, compared to 8.2% in the previous year. The current account 
deficit also widened up to 4.1% of the GDP compared to 1.8% in the previous year. At the same time, 
slow-down in capital flows and increasing trade deficit during 2008-09 led to depreciation of the Indian 
currency. As the GFC worsened, there was further reduction in capital flows by portfolio investors as 
well as in exports. 

The report of Ministry of Finance also documented that to recover liquidity and credit delivery in the 
aftermath of the GFC, a number of steps were taken by the RBI. These included decreasing policy rates, 
Statutory Liquidity Ratio [SLR] and Cash Reserve Ratio [CRR] requirements, establishing a special 
window so as to facilitate non-banking financial companies and mutual funds, and facilitation of special 
lines of credit. There was an increased focus on the provision of credit to agriculture, small, medium and 
micro industries, minorities and vulnerable groups. Policy interventions were also introduced to 
strengthen cooperative credit structure and ensure credit for agriculture, rural infrastructure and the 
housing sector. 
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The Government of India planned to work with state Governments so as to allow expansion of low 
income and middle income housing schemes. In order to address the possible GFC impact, the 
Government announced an additional plan of expenditure of Rs. 20,000 crore for rural development, 
infrastructure and social security schemes, including Pradhan Mantri Gram Sadak Yojana [PMGSY], 
Jawaharlal Nehru National Urban Renewal Mission [JNNURM], National Rural Employment 
Guarantee Scheme [NREGS], Indira Awas Yojana, Accelerated Irrigation Benefit Program and National 
Social Assistance Program [NSAP]. India has stressed increased focus on coordinated contra-cyclical 
policies, along with a holistic framework of fiscal sustainability and recovery of the banking systems in 
industrialized economies in the GFC context. The Annual Report also argues for a reformation of the 
global financial architecture via adequate regulation and enhanced supervision.

Pakistan Economic Survey [2008-09], reported that the GFC affected Pakistan through declining exports 
and deceleration in foreign direct inflows, despite reduction in import bills due to a decline in 
international prices of crude oil and commodity. According to the Economic Survey [2008], the country 
was vulnerable to global economic developments and movements in external inflows. This called for 
increasing domestic resource mobilization.

The survey also documented that the substantial increase in food and oil prices during the previous year, 
along with the GFC exacerbated the state of poverty in Pakistan. The Government initiated Benazir 
Income Support Program [BISP] in 2008, which became the largest social safety net program to address 
poverty in the country. The program not only included cash transfers to the poor but also training for one 
member of the family to ensure self-sustenance. The BISP planned to cover 3.4 million families during 
the year 2008-09, increasing the number to 7 million the next year. Export targets were revised 
downward to 6.9% lower than the previous year. Pakistan's exports contracted, experiencing a negative 
growth of 2.6%, due to decrease in demand in major export destinations. The external sector continued to 
be under risk due to uncertainties in international markets during the year.

Annual Report of Central Bank of Sri Lanka [2009] reported that the Government undertook a number of 
measures to provide support to the agricultural sector. A guaranteed price scheme was offered for rubber 
growers impacted by reduced international prices as a consequence of the GFC. Fertilizer subsidy was 
provided to the paddy and tea small holder sectors, while local sugar production was also promoted. The 
Government revenue growth came under pressure during the first half of 2009 due to the global 
recession. The GFC, along with other domestic factors, including tighter monetary policy and declining 
credit to the private sector also contributed to slowed-down economic activity in the country.

The Government made efforts to ensure financial stability as the GFC unfolded. Financial institutions 
were affected by the GFC and suppressed domestic demand, which in turn had a negative impact on their 
business operations. There was also an outflow of foreign investments in Government securities as the 
GFC continued, causing a stress on market liquidity. As a consequence, investor confidence also 
declined. The end of a prolonged conflict in the country, however, was crucial in facilitating a recovery of 
the Sri Lankan economy to pre-GFC levels. Major infrastructure projects and rehabilitation and 
reconstruction activities were pursued, which also helped boost the domestic economy. The GFC 
pronounced the need for strengthening the regulatory and supervisory framework for the protection of 
local markets from global shocks.

The report further documented that the tourism sector was also affected in Sri Lanka. For example, there 
was a reduction in both aircraft and passenger traffic at the Bandaranaike International Airport. 
Similarly, the national carrier, Sri Lankan Airlines, also experienced a decline of 21.4% and 20.9% in the 
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number of passengers and the cargo handled respectively, while the revenue fell by 39% in 2009. Port 
services also faced the brunt of the GFC with a double-digit decline in operating volumes.

Central Bank of Sri Lanka [2013], said that overseas bond redemptions were experienced in Sri Lanka as 
a consequence of the GFC. The country decided to use IMF facilities via a Stand-by Agreement. 
However, a flexible exchange rate was maintained, along with lower tax rates to spur economic activity. 

Bridging Gaps in the Literature

In the aftermath of the GFC, there have been a number of studies that the crisis has had or is likely to have 
on different countries. However, there has not been a significant mapping exercise specifically on the 
GFC impact in the context of HRD in the SAARC region. Even though the idea of HRD is too broad in 
itself, we focus specifically on education, health, technology, poverty, and income inequality. We furbish 
this mapping by incorporating more indicators into the analysis. 

Moreover, there has been no study that explores how the SAARC responded to the GFC as a regional 
bloc. This study attempts to investigate: 

·Effects of the GFC on human resource development in South Asia with the main objective of 
identifying policy options not just to counter these effects but also to address lacunas in HRD 
across the region. 

·Channels through which regional networks can be strengthened in order to deepen regionalism 
and development across South Asian economies. 
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4. Situation Analysis: Impact of GFC on HRD in the SAARC

This section highlights some of the descriptive statistics relevant to HRD in the SAARC region in the 
period just preceding and following the occurrence of the GFC in 2008. The period of analysis begins 
from the year 2006 and continues till the period for which the most recent statistics were available, i.e. 
2012. The starting point for the analysis is the year 2006, because signs of the crisis only started to clearly 
emerge in the latter half of 2007. The analysis shows movements in various indicators for the SAARC 
region in the period before and after the GFC. 

In order to maintain uniformity for the purpose of analysis, a standard data source, the World 
Development Indicators of the World Bank, were used for most of the indicators discussed in this section. 
In some cases, indicators have also been used from the Human Development Report of the United 
Nations Development Program. The figures for the SAARC region have been calculated by taking the 
arithmetic mean of country-wise figures. A limitation of using standardized sources is missing data for 
some countries in the case of certain indicators. 

Overview of SAARC Economies

Figure 1 shows GDP growth rates [annual % change] in the eight SAARC economies. The SAARC 
region as a whole experienced a sudden decline in overall GDP growth right after 2007, when the GFC 
began to emerge and caused a recession in leading world economies in the year 2008. 

Figure 1: GDP Growth in SAARC [2006-12]

Source: World Development Indicators, World Bank, 2013

However, as the figure describes, the region remained robust in the period after, indicated by the rise in 
regional GDP growth in the year 2009, which continued till a year later, and thereafter began to decline 
again. Moreover, barring Maldives in the year 2009, all the SAARC economies continued to experience 
positive growth rates throughout the period under analysis. Maldives, primarily a tourism-led economy, 
clearly had to face extreme brunt of the GFC as tourism flows into the economy drastically declined in 
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the aftermath of the crisis, thereby causing a clear decline in the country's GDP and pushing it negative 
altogether. The following figure shows real GDP growth globally for the year 2009. 

Figure 2: Real GDP Growth Rate

Countries in brown are in recession, Source: CIA Factbook, 2010

The figure suggests that while developed economies of the West were under more severe conditions in 
terms of growth, the SAARC region was still doing relatively better in the period immediately following 
the GFC. It can be argued that the impacts of the GFC on developing economies, including those of the 
SAARC, occurred after a lag period. 

shows percentage change in per capita GDP in the SAARC region during and after the GFC period. 
Although reflective of GDP growth shown in, gives a clearer picture of how changes in the economy after 
GFC have led to an impact on human resources across the SAARC economies. 

Figure 3: Growth in Per Capita GDP[2007-12]

Source: World Development Indicators, World Bank,2013
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The figure shows the declining trend in growth rate of per capita GDP for the SAARC region as the crisis 
began in late 2007. However, 2008 saw a swift recovery for the region, and barring Maldives, all the 
SAARC economies continued to experience positive growth rates in per capita GDP in the year 2009. Per 
capita growth again began to fall in the year 2010 and has continued a declining trend. 

Figure 4 shows foreign remittances received as a percentage of each country's GDP. The figure does not 
include remittances data for Afghanistan.

Figure 4: Remittances from Abroad [2006-11]

Source: World Development Indicators, World Bank, 2013

The trend in percentage share of remittances in GDP largely remained positive throughout the period 
under analysis, and continued to show an increasing trend. Nepal and Bangladesh seem to have enjoyed 
larger shares of remittances received from abroad, followed by Sri Lanka. Hence, even though the 
frequency of receiving remittances may have declined in the period after the GFC emerged; there was a 
higher dependency on these fund flows from Diasporas settled overseas [ADB, 2012]. In the case of 
Pakistan, a significant share of remittances come from Gulf countries,  therefore, a decline has not been 
observed in these funds since Gulf countries remained largely immune to the GFC. One can also observe, 
as we will later see, that the share of remittances in GDP became more prominent as other sectors of the 
SAARC economies, such as exports, got negatively affected due to the GFC. Foreign remittances were 
also crucial in providing cushion to these regional economies as developed economies experienced 
recessions after the GFC. 

Figure 5 depicts the percentage share of FDI in the GDP of the SAARC economies during 2006-2012. 
There appears to be a visible decline in FDI for the region as a whole as the crisis began to unfold in the 
years 2008 and 2009. 
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Figure 5: FDI in SAARC Region [2006-11]

Source: World Development Indicators, World Bank, 2013

Of all the SAARC economies, Maldives had the highest share of FDI in its GDP. The figure shows that 
this share declined in the year 2009, the year in which Maldives also experienced negative growth rates in 
both GDP as well as GDP per capita as shown in earlier figures. For the region, the trend of FDI share in 
GDP only started to improve after 2009 and has been under a steadily positive movement up till now.

Figure 6  shows the annual percentage change in net official development aid received in South Asia. 
There appears a slight decline in this figure for the region in 2009.

Figure 6: Aid Flows to Region[2007-11]

Source: World Development Indicators, World Bank, 2013
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Figure 7: Exports from SAARC Countries

Source: World Development Indicators, World Bank, 2013

Figure 8: Imports to SAARC Countries

Source: World Development Indicators, World Bank, 2013

This declining trend in trade for most of the SAARC regional economies, beginning from the year 2008, 
continued well into 2010, but has picked slightly since then. The figures also show that the region's trade 
balance remains heavily tilted towards imports as compared to exports, making the effects of the crisis on 
South Asian economies even more severe as export growth fell in the post-crisis period. 
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Human Development Indicators in the SAARC

Table 4 shows movement in the poverty headcount ratio in the SAARC region for the period under 
analysis. Due to lack of available data, the table does not include data for three countries: Bhutan, 
Maldives, and Afghanistan.

Table 4: Poverty Headcount Ratio in SAARC

Source: World Development Indicators, World Bank, 2013

The figures show that poverty headcount ratio was already under a declining trend before GFC started to 
emerge. The declining trend continued for the region till the year 2010, and experienced a jump in 2011, 
before falling down a little again. Comparing this with the regional trend on net official development 
assistance received [in ], one can observe the increase in poverty headcount ratio in the year 2010. 
Between 2010 and 2011, net official development assistance declined for the region. This may have had 
an impact on poverty alleviation programs in South Asia, causing a rise in poverty headcount ratio for the 
region at the aggregated level.

Table 5 shows coefficient of variation [weighted with population] as a measure of economy-wide 
inequality. 

Table 5: Income Inequality [coefficient of variation]

Source: World Development Indicators, World Bank, 2013

Regardless of development spending and changes in the movement of macroeconomic variables such as 
GDP growth, there appears to be no significant changes in the coefficient of variation, calling to question 
whether development assistance or economic growth has had any impact on suppressing income 
inequality in the SAARC region, at least over the last seven years. The figure indicates that there has been 
little variation in inequality for most SAARC economies. The sole exception is that of India where the 

Year
 

Bangladesh
 

India
 

Nepal
 

Pakistan
 

Sri Lanka
 
SAARC

2006 48.9 39.7 38.3  22.6  8.1  31.5

2007 47.4 37.8 34.4  21.8  7.0  29.7

2008 46.0 36.0 30.8  21.0  5.9  28.0

2009 44.6 34.3 27.7  22.9  4.9  26.9

2010 43.3 32.7 24.8  22.2  4.1  25.4

2011
 

46.0
 

36.1
 

31.2
 

22.1
 

6.0
 

28.3

2012
 

45.5
 

35.4
 

29.8
 

22.0
 

5.6
 

27.6

Years
 

Afghanistan
 

Bangladesh
 

Bhutan
 

India
 

Maldives
 

Nepal
 
Pakistan

 
Sri Lanka

 
SAARC

2006 0.1242 0.2879 0.0165 0.7540 0.0046  0.1226  0.2848  0.0887  0.2104

2007 0.1230 0.2855 0.0152 0.7214 0.0030  0.1216  0.2813  0.0851  0.2045

2008 0.1237 0.2816 0.0150 0.7248 0.0008  0.1198  0.2764  0.0777  0.2025

2009 0.1228 0.2783 0.0151 0.7104 0.0004  0.1196  0.2786  0.0769  0.2003

2010 0.1212 0.2747 0.0138 0.6732 0.0004  0.1172  0.2757  0.0707  0.1934

2011 0.1207 0.2712 0.0128 0.6575 0.0003  0.1150  0.2671  0.0628  0.1884

2012
 

0.1202
 

0.2703
 

0.0132
 

0.6634
 

0.0004
 

0.1147
 

0.2628
 

0.0619
 
0.1884
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coefficient of variation is higher compared to other countries in the region, and there has been a higher 
degree of movement in this measure over the period. 

Table 6  shows the Human Development Index [HDI] for SAARC economies from 2006 to 2012. 

Table 6: HDI of SAARC Economies

Source: Human Development Index, UNDP, 2013

Throughout the region, there appears to be improvement in HDI over the period 2006-2012. An 
improvement in HDI indicates improvements in three dimensions: health, education, and living 
standards [as given by GNI per capita]. A consistent upscaling in HDI of SAARC economies comes as a 
welcome departure from the more nuanced and negative effects that GFC could have had on the region, 
as reflected in  and [aid flow to the region and poverty headcount ratio]. The table above also reflects 
intra-country variations in HDI across South Asia, with Sri Lanka and Maldives ranking highest, and 
Afghanistan still being at the lower end.

Human Resource Development in the SAARC

In this section some of the variables directly indicative of HRD in the region and assess their movements 
in the period preceding and after the GFC [depending on availability of country-specific data] will be 
discussed. Table 7 shows the Education Index for the SAARC economies. The Index comprises the 
expected and mean years of schooling and is one of the components of the Human Development Index 

3[HDI] . 

Table 7: Education Index in SAARC Economies

Source: Human Development Index, UNDP, 2013

Year
 

Afghanistan
 

Bangladesh
 

Bhutan
 

India
 

Maldives
 
Nepal

 
Pakistan

 
Sri Lanka

2006 0.339 0.481 - 0.515  0.653  0.435  0.488  0.688

2007 0.346 0.488 - 0.525  0.663  0.44  0.498  0.693

2008 0.343 0.495 - 0.533  0.674  0.447  0.502  0.697

2009 0.361 0.502 - 0.54  0.676  0.453  0.508  0.7  
2010 0.368 0.508 0.525 0.547  0.683  0.458  0.512  0.705

2011 0.371 0.511 0.532 0.551  0.687  0.46  0.513  0.711

2012 0.374 0.515 0.538 0.554  0.688  0.463  0.515  0.715

3Human Development Report, United Nations Development Program, 2013

25

Year Afghanistan Bangladesh Bhutan India  Maldives  Nepal  Pakistan  Sri Lanka  

2006 0.321 0.393 - 0.426  0.535  0.334  0.358  0.671  

2007 0.325 0.400 - 0.436  0.544  0.340  0.374  0.673  

2008 0.342 0.405 - 0.441  0.552  0.345  0.378  0.675  

2009 0.359 0.410 - 0.445  0.56  0.351  0.383  0.678  
2010 0.367 0.415 0.336 0.45  0.568  0.356  0.386  0.680  
2011 0.367 0.415 0.336 0.45  0.568  0.356  0.386  0.680  
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Years
 

Afghanistan
 

Bangladesh
 

Bhutan
 

India
 

Maldives
 
Nepal

 
Pakistan

 
Sri Lanka

2006 0.424 0.746 0.714 0.689  0.866  0.731  0.698  0.855

2007 0.429 0.752 0.721 0.694  0.873  0.742  0.702  0.857

2008 0.434 0.757 0.727 0.700  0.880  0.751  0.705  0.859

2009 0.440 0.762 0.732 0.706  0.886  0.758  0.709  0.861

2010 0.446 0.767 0.738 0.711  0.892  0.764  0.713  0.864

2011 0.452 0.772 0.744 0.717  0.897  0.770  0.717  0.867

2012 0.459 0.777 0.750 0.722 0.901 0.774 0.721 0.870

The table reflects increasing trend in the Education Index for the region, which continued till the year 
2009, after which it appears to have stagnated. Again, this may correspond with on ODA to the region, 
which took a dip during the same period, i.e. 2010, and may have left an impact on development projects 
on education in South Asia.

Figure 9 plots public spending on health as a percentage of GDP in the SAARC economies. The figure 
suggests a pattern similar to the one in and on aid flows to South Asia and the performance of Education 
Index in the region, respectively. 

Figure 9: Public Spending on Health in SAARC

Source: World Development Indicators, World Bank,2013

The percentage share for health expenditure in South Asia took a similar dip immediately after the year of 
the crisis i.e. 2008. The trend, which was increasing till 2008 for the region as a whole, began to take a 
decreasing turn after 2008, continuing till 2010. Since then, there is an observable increase in the 
percentage share of health expenditure in the region. plots the Health Index for South Asia, another 
component of the HDI.

Table  8: Health Index in SAARC Economies

Source: Human Development Index, UNDP,2013
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The increasing trend in the aggregated index for South Asia since 2006 became less pronounced after the 
year 2008, although it has remained steady since then. This corresponds with the percentage share of 
public spending on health in GDP, shown in  above, that declined after the same year. 

Figure 10 and Figure 11 shows the percentage of population with access to improved sanitation and water 
sources respectively for each of the SAARC economies. 

Figure 10: Access to Sanitation in SAARC

Source: World Development Indicators, World Bank,2013

Figure 11: Access to Water in SAARC

Source: World Development Indicators, World Bank, 2013
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Both the figures suggest that over the years, higher shares of population in the SAARC economies are 
getting access to improved sanitation and water sources. However, sanitation still remains a pressing 
problem in terms of health, as around 50% of the South Asian population remains without access to 
improved sanitation. The figures also suggest that the increase in the percentage of population with 
access to improved sanitation has been less pronounced as compared to the percentage of population 
with access to improved water sources. 

Figure 12 plots the index for extent of staff training, as developed by the Global Competitiveness Report 
of the World Economic Forum. The figure does not include values for Maldives, Bhutan, and 
Afghanistan. 

Figure 12: Staff Training for HRD in SAARC

Source: Global Competitiveness Report, World Economic Forum,2012

Staff training can be an important indicator in terms of HRD, as these trainings provide specialized skills, 
thereby improving the competitiveness of the labor force. The figure above aggregates this index for the 
SAARC, and shows that improvement in the extent of staff training for the region has dampened since 
2010 and has been declining thereafter. As a development indicator, the movement in this index has been 
similar to the movement of other development indicators, such as aid flows to the region [Figure 6], and 
education index [Table 7] that experienced similar declines a year earlier.

Table 9: Secondary Enrolment and Vocational Pupils

Source: World Development Indicators, World Bank, 2013
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Table 9 gives secondary vocational students enrolled in technical and vocational education programs, 
including teacher training from the year 2007 to 2011 for Pakistan, India, Bangladesh, Nepal and 
Afghanistan. 

The table shows that the number of students enrolled for vocational training in Pakistan has not increased 
over the last few years. India did show a significant increase from 2007 to 2008, as did Bangladesh. The 
number of students in vocational training fell in Nepal from the year 2007 to 2008. Afghanistan on the 
other hand has been continually improving in vocational training.

Persistence of Global Financial Crisis

A developing view is that the causes which triggered the GFC in 2008 might be reemerging as austerity 
measures are taken up in multiple economies across the globe. Current levels of public and private debt in 
the developed countries are 30% higher than in the pre-GFC period and reserves of the central banks 
have been decreasing, along with decrease in the interest rate. All of these factors are likely to lead to new 
crises [King, 2013]. Currently, debt creation is needed to improve real GDP growth. However, most 
countries are not in a position to afford debts and hence these 'debt-logged world economies' might no 
longer be able to sustain their GDP growth rates.

The global economy has not yet fully recovered even after 5 years since the crisis first emerged. 
Governments and households continue to be under accumulating debt payments, with banks shrinking 
their balance sheets at the same time. Signs of classical liquidity traps are developing and both fiscal and 
monetary policies have nearly failed to adequately address the crisis in most of the affected countries. 
Prolonged austerity is thus giving way to political weakness, thereby validating the 'GFC-II'argument 
[Julian, 2012].

According to a report by The Canberra Times [2012], the World Bank speculated that 'GFC-II' would be 
more damaging as compared to the one that began in 2008. Forecast for various growth indicators have 
significantly come down, while banks warn that even lower levels of growth could be difficult to 
achieve. Capital investments by the developed world have also been remarkably reduced, while these 
phenomena are beginning to show impacts for developing countries. 

depicts a visual description of the major impacts of the GFC on the SAARC region. The figure 
summarizes the movement of various indicators discussed in this section in the period before and after 
the occurrence of the GFC. 
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Figure 13: Impacts of GFC on SAARC Region

The above figure highlights that the GFC had impacted the SAARC region through five main channels. 
First, there was slower growth in remittances to the region. Remittances had been growing with a robust 
trend before the GFC occurred. Second, unemployment expanded due to layoffs in destination countries 
of migrants and as business opportunities shrunk in home countries due to the GFC. Third, outward 
migration flows from the region slowed due to economic slowdown in developed economies which were 
under the direct impact of the GFC. Fourth, social sector spending was negatively affected as budgetary 
outlays shrunk in the post-GFC period. And finally, tourism [a major source of revenue notably for 
Maldives, Bhutan, and Nepal] from developed economies declined during the post-GFC period.
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5. Policy Responses to the GFC

Different policy actions were adopted by the SAARC economies to address the possible impact of the 
GFC, including support and incentive packages, policy adjustments, and strengthening of social 
protection measures. The limited fiscal space, however, was a major challenge. Governments and the 
private sector responded with giving more importance to boosting domestic demand, while 
precautionary measures were taken in the form of economic stimulus to expand exports, and prevent 
possible job losses in export-oriented industries. 

Bangladesh

Rahman et al.[2012] noted that a committee was constituted in 2008 to explore new labor markets for 
Bangladesh, such as Romania. The Forex Investment Committee was also formulated by the Bangladesh 
Bank to monitor daily changes in foreign exchange reserves. 90% of Bangladesh's reserves in foreign 
banks [especially European banks] were withdrawn. Efforts were made to cut down the cost and time for 
transferring remittances to induce higher remittances. Moreover, social safety net programs like the 
Public Food Distribution System [PFDS], Rural Employment and Road Management Programs, the 
100-days Employment Generation Scheme were introduced to help the vulnerable and poor. Programs 
have also been initiated in post-GFC period to provide employment safety for those working in the small-
scale sector.

Broadly speaking, Bangladesh has been able to cope well with the GFC. Sound economic management 
helped maintain macroeconomic stability despite global food and fuel price hikes. The precautionary 
measures were effective to some extent, in preventing job losses, and to allay the fears of industrialists 
against possible loss of business. It also helped in retention of investor confidence.

Bhutan

Credit Information Bureau was established in 2009, to ensure the stability of the financial institutions by 
keeping a check on the financial data. Other policy actions included the introduction of microfinance 
regulations, branchless banking regulations, corporate governance regulations, anti-money laundering 
regulations, and the establishment of re-insurance companies in Bhutan. 

India

Public expenditure was increased in India to mitigate possible demand shocks after the GFC. Funds were 
allocated to provide cash subsidies to key export-oriented industries. Macroeconomic measures were 
adopted to stabilize the financial sector, ensure price stability, and encourage economic growth through 
adequate availability of credit. Tight monetary policies were adopted to control inflationary pressures as 
a result of loosening of fiscal measures. Electricity bills were also reduced along with provision of low-
cost supply of diesel to the textile sector.

Gupta [2011] stated that the Indian Government initiated fiscal stimulus packages worth $9 billion as a 
rescue plan. Policies under these packages focused on promoting public-private partnerships to boost 
investment, enhancing rural incomes, and lowering taxes. In order to increase employment, various 
employment promotion schemes were introduced such as the Employment Guarantee Program. Skills 
development programs have also been initiated under certain employment schemes.
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As a result, fiscal deficit grew in India. However, the GDP growth rate stabilized at 6.7% [2008-
09][Bajpai, 2011]. There was also a marked increase in development spending during 2008-09. The 
Reserve Bank of India [RBI] also adopted a tight monetary policy till August 2009. After August, RBI 
reduced its policy rates aggressively. Dollar swap arrangements and refinancing options were facilitated 
for commercial banks [Joseph, 2009]. According to Arora et al. [2012] capital account was liberalized to 
reverse the trend in capital flows through expansion of the limit for external commercial borrowings and 
increase in the limit for cumulative debt investment.

Maldives

Given the share of the tourism sector in the economy of Maldives, policy actions were undertaken to 
support the sector in the aftermath of the GFC [Steiner, 2010]. A large number of low-income unskilled 
workers are associated with tourism industry in Maldives and in order to avoid mass scale 
unemployment, the Government of Maldives introduced various attractive tourism packages. Tourism 
infrastructure was developed to a large extent and hotels were exempted from the general tax increase. 
Tourism related expenditures were increased particularly for promotional measures. Other than policy 
actions for enhancing tourism, loan facilities were extended to small and medium sized enterprises.

Nepal

In Nepal, a high-level task force was formulated to provide timely recommendations to the Government 
for policy in the context of the GFC. Internal revenue mobilization policy was adopted which focused on 
broadening the tax net, improve tax assessment and administration. Excise duty was exempted for items 
produced with local raw materials. Income tax to a large extent was exempted for industries employing 
over 300 Nepalese workers [Subedi, 2009]. 

Despite liberal policies, no major achievements have accrued to Nepal owing primarily to political 
instability and high levels of weak governance and corruption in the country. 

Pakistan

In Pakistan, the SBP extended liquidity support to various banks in order to enable the banks to maintain 
their lending abilities and provided loans to various industries on concessional basis. Other measures 
introduced by the SBP in the post-GFC period include announcement of quarterly targets for T-Bill 
auction and introduction of transparent liquidity management framework. The Government has also 
been under pressure to bring down the fiscal deficit. 

The Government also adopted a 'Marco-Economic Stabilization Program' in collaboration with the SBP 
and under the IMF Stand-by Arrangement. This program aimed for fiscal tightening. Development 
expenditures were cut down along with phasing out of subsidies. Ahmed [2012] identifies the 2008 IMF 
program as a major policy action taken in the aftermath of the GFC. Adjustments made under this 
program enabled the stabilization of the economy but only to a temporary extent.

Sri Lanka

According to a report by the World Trade Organization [2010], Sri Lanka adopted a number of fiscal 
measures in the aftermath of GFC. Flexible exchange rate policy was adopted in 2009 in order to 
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maintain the stability of the foreign exchange market. Economic stimulus package was also introduced 
in 2009 to increase the level of employment. Statutory reserve ratio and policy interest rates were 

4
lowered as part of monetary policy measures . A fiscal stimulus package was also introduced.

Measures were taken to maintain stability in labor markets in response to the GFC, according to a report 
of the International Labor Organization [2009]. Industries were allowed to operate five days a week and 
temporary lay-off of employees were allowed. Public sector recruitment was expanded by opening more 
jobs in teaching and health sectors. There was increased spending on infrastructure while policies were 
also formulated to specifically enhance FDI flows.

4Kawai [2009] highlights significant change in the policy rate, which was brought down from 19% to 8.5%. 
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6. Risks and Vulnerabilities Analysis

Poor Regional Integration

SAARC Member States face a number of common challenges, including political instability, climate 
change impacts, and rise of conflicts, while the region remains one of the least integrated ones in the 
world. One can argue that geographical proximity is not optimally utilized to address common 
development needs in the SAARC. This is further exacerbated by the lack of trust between South Asian 
nations, which has often led to interstate differences and has also propelled an arms race. The consequent 
lack of regional integration has negatively affected development for populations across the region at 

5large .

Regional trade between the SAARC Member States is merely 4% of the total trade volume of the region. 
This figure is extremely low as compared to other blocs. For example, regional trade stands at 67% in the 
European Union, 62% under the North American Free Trade Agreement and 26% in the Association of 

6
Southeast Asian Nations [ASEAN] . Trade has been persistently low in the region owing to a multitude 
of factors, including stringent visa regimes that limit mobility, lack of political will to pursue trade with 
neighbors, and mistrust among Member States. Additionally, cooperative measures in other sectors, 
including human and capital development, have suffered too. Difficulties in mobility, for example, not 
only constrict capital movement in terms of commerce, trade, and investment, but also make joint 
interventions in various sectors [such as education and health] a remote possibility. 

Institutional Issues

Despite the existence of an institutional platform to foster cooperation in HRD between South Asian 
nations, there have been few joint interventions. This has reinforced the need for mechanisms that can set 
a precedent for cooperation amongst the SAARC nations. For example, a number of students from Nepal 
and Bhutan are enrolled at Indian universities. However, institutional cooperation between universities 
and institutes across borders is very low, if at all.  Institutional cooperation is specifically important in 
this context because HRD can be a long-term objective. 

Given the state of HRD across South Asia, regional integration and strong institutional mechanisms in 
favor thereof are imperative. The possibility of joint human development initiatives is often negatively 
affected by other factors such as lack of political will and geostrategic insecurities. In this context, it is 
important to capitalize and promote.  

ICT and Lack of Skills Exchanges

Today, South Asia stands as a labor surplus region. The rapid rise in population has brought forth 
challenges for employability in all the SAARC economies.  Meeting this common challenge requires 
skill development, vocational training programs and industrial growth across the region. More 
importantly, labor mobility should be eased so as to allow maximum exchange of skills and knowledge. 
As it is, cross-country exchange of labor and expertise has not only been low in the region, but at times 
also discouraged. Higher labor mobility will reap skills and knowledge spillovers for all the countries 
involved, as has been witnessed in better integrated regional blocs in the world.

5This has also been argued extensively in the literature. See, for example, Rahman, Khati, and Bruner [2012]
6Kher [2012]
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The region is also marked with low levels of connectivity. ICT tools can be capitalized to bolster regional 
connectivity in South Asia. In this context, training and research facilities can be established for skills 
development. India is home to a fast growing and dynamic ICT industry, experiencing an increase of 
12.8% in FY 2008-09 alone to reach a total of US $71.7 billion [OECD, 2010]. On the other hand, 
Pakistani entrepreneurs and researchers have also demonstrated immense promise in this field. 

Advancements in ICT can not only improve domestic as well as regional connectivity but can also 
7accentuate HRD process through high quality research and training . Use of ICT specifically for this 

purpose, however, remains low in all the SAARC economies. Further, there have been no joint ventures 
in ICT in the region. Enhanced cooperation in ICT will not only increase connectivity in the region, but 
will also lead to skills and knowledge transfers, which are much quicker in the sector.

Figure 14 plots the percentage of individuals using internet for the SAARC region. There appears to be a 
robustly increasing trend in this percentage over the years.

Figure 14: Access to Internet in SAARC Countries

Source: International Telecommunication Union, United Nations, 2012

The most prominent increase can be seen for Pakistan, followed by Maldives and then Bangladesh. 
Although access to internet is subtle for the remaining countries, there has nonetheless been an 
increasing trend in the share of population using internet across the whole of the South Asia. This may be 
indicative of improved individual empowerment across the region, which has also been attributed to 
mass social movements in some South Asian countries, including Pakistan, India, and Nepal. One should 
also observe that improved access to internet is changing the dynamics of information in the region, 
thereby leaving a subtle effect on HRD by providing mediums for voluntary education and social 
innovations. One can cite the example of Rozee.pk in Pakistan, an online human resource recruitment 
forum and khanacademy.org by a Bangladeshi entrepreneur settled in the US in this context. 

7The same has been also been discussed in a report by the Indian Ocean Commission 

35

0

10

20

30

40

50

60

70

2006 2007 2008 2009 2010 2011 2012

%

Afghanistan

Bangladesh

Bhutan

India

Maldives

Nepal

Pakistan

Sri Lanka

South Asia

Impact of the Global Financial Crisis on HRD in the SAARC Region



India-Pakistan Relations

Declining trade figures with the rest of the world for both India and Pakistan in the aftermath of the GFC 
have also reinforced the need for enhanced trade between the neighbors. Pasha [2013] indicated a 
modestly favorable macro-economic impact for Pakistan from trade liberalization with India: GDP 
growth can increase up to 1.5% in the medium term, along with higher exports and significant increase in 
the number of jobs. 

There is, however, an emerging consensus between both countries to further liberalize trade. Pakistan 
has decided to grant India non-discriminatory market access [technical synonym of most favored 
nation]. This perhaps will only take place once the new Government in India takes office later this year. 
On the other side, India also has agreed in the ministerial meeting co-Chaired by both Commerce 
Ministers that it will relax non-tariff barriers and grant access to Pakistan's merchandise as per 
understanding in SAFTA. 

In most scientific studies on bilateral trade potential between the two countries it is being stressed that 
trade in services and investment cooperation should now be pursued. India and Pakistan both have now 
allowed cross-border foreign direct investment. Similarly the exchange of persons in education, health 
and tourism sectors needs to be scaled up. 

Promoting Regionalism

It is important that the SAARC as an institution should take a leading role in expediting regional trade 
and investment cooperation. There is a need for policy makers to take a more focused approach towards 
promoting regionalism and strengthening institutional networks in the SAARC.

One such example is the cooperation seen across the region in setting up: SAARC Food Bank, and 
SAARC Development Fund. Furthermore there has been recent and deepened role of the SAARC 
Energy Center in producing regional level collaborative research in alternate and renewable energy 
measures. The trade of power between India and Bhutan, India and Nepal and possible future 
negotiations between India and Pakistan can be helped by the SAARC Energy Center's research and 
policy outreach. Similarly, cooperation in HRD sectors will accentuate the growth process for the region 
at large. 

Geopolitical Dividends

Interstate conflicts are more likely to accentuate the vulnerabilities in human development and 
8instability in the region . Several KIs were of the view that post-2014 Afghanistan provides an 

opportunity to expand the SAARC and create linkages with Central Asian republics. On the eastern side 
the engagement of the SAARC with Myanmar can extend the connectivity networks in to the Far East. 
UNESCAP study has already provided a clear feasibility of railway linkages that are present between 
Turkey and Myanmar. The bigger question for the future will be to convince the policy makers on making 
such a linkage operational and possibly compete with the current railway access between China-
Kazakhstan-Germany. 
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The two long-term projects by development partners in which several SAARC countries are involved 
will be critically important in making the above-mentioned options materialize. The first is the CASA-
1000 project, which has been pledged by the World Bank. The CASA project aims to establish an 
infrastructure for sustainable electricity trade between the Central Asian countries of Tajikistan and 

9Kyrgyz Republic and the South Asian countries of Afghanistan and Pakistan .

The second project is the CAREC project which has been pledged by the Asian Development Bank. The 
project involves ten countries, namely Afghanistan, Azerbaijan, Kazakhstan, Kyrgyz Republic, 
Mongolia, Pakistan, People's Republic of China, Tajikistan, Turkmenistan and Uzbekistan and aims to 

10promote regional cooperation in four main areas: transport; trade facilitation; energy, and trade policy .

Making Growth Inclusive

For inclusive and sustainable growth in the region, short-term issues, particularly those that affect 
marginalized groups most, have to be immediately taken care of. Development aid from many developed 
countries decreased in the immediate aftermath of the GFC, which also left an impact on the SAARC 
economies. Moreover, aid flows are expected to decrease in the post-2014 scenario.

In their current state, most South Asian states, including Pakistan, Afghanistan, Nepal, Bhutan and 
Bangladesh appear to be in a situation of middle income trap, thereby giving rise to serious issues in 
terms of allocation of resources for employment and labor productivity, social insurance, rural health, 
energy conservation, environmental protection and population welfare. Sectors that require immediate 
attention in the region also include energy and water, which will be important not only for economic 
growth but also for population welfare and redress of conflicts. Admittedly, inclusivity would require 
poverty reduction and increased development expenditures in South Asia as growth-led policies are 
pursued. 

The experience of the SAARC economies indicates five key messages with regard to inclusive growth: 

1. Growth is accelerating, but it is concentrated in certain sectors and areas. Consequently 
inequality has increased and the impact of growth on poverty reduction has been less than 
anticipated;

2. The responsiveness with which growth influences poverty depends upon: Firstly, changes in 
patterns of growth as these affect income distribution which in turn impacts poverty; and 
secondly, initial levels of inequality in the society also determine the nexus between growth and 
poverty;

3. Employment in South Asia has grown, but productivity remains low. This limits increase in 
future employment generation. Almost half of the workers in South Asia are termed 'working 
poor'; 

4. High food and fuel prices reduce purchasing power of the poor more severely than other income 
groups, and

5. Given the diverse impact of growth on poverty, it is clear that growth alone will not reduce 
poverty. Growth needs to be centered with pro-poor social sector policies to reduce poverty. 
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10Central Asia Regional Economic Cooperation Program [CAREC].
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At the same time, the issue of 'working poor' is important for policy makers and researchers to understand 
in order to formulate inclusive growth strategies. Some key statistics in the region help explain the 
magnitude of the problem: 

·45% of the global working poor live in South Asia;
·Globally the number of working poor has declined but in South Asia this number has remained 

constant for the past decade, and
·Agriculture contributes less than 20% to the GDP in South Asia, but still provides employment to 

over 50% of the population.

It is also important to recognize the role of 'province' in Pakistan or 'states' in India for social sector uplift. 
Through prudent social sector policies the provinces need to play their role in bringing people out of the 
poverty trap. There are, however three challenges:

·First, the coverage of social protection and efficiency of social safety nets still remains low. We 
have successes in some programs, which can be replicated in case of other initiatives. 

·Second, quality investment is desired in 'basic services' sector such as education, health and 
vocational training. Any inclusive growth strategy can only stand on a robust human capital 
which such quality investments will ensure. 

·Third, public administrative reforms are necessary. The public officials should be empowered to 
think out of the box and execute innovative strategies for pro-poor public service delivery. 

It has also been observed that growth in certain sectors is more pro-poor. It is important for Governments 
in South Asia to work in partnership with the business community for a deeper mapping of such sectors 
which can provide employment to the poorest. Ultimately private sector development, urban hubs of 
commerce and a robust infrastructure that connects people and places should become the drivers of 
inclusive and sustained growth. Finally, there is higher need for regional integration in South Asia. 
Exchange of merchandise and people should pave way for regional trade and investment which in turn 
can push the economic growth higher in all countries of South Asia.  

Improving Trade Facilitation and Border-related Trade Infrastructure

Another risk and challenge for the regional cooperation among the SAARC Member States, is the high 
transportation cost and existence of numerous non-tariff barriers, which continue to significantly inhibit 
trade liberalization in the region. Consequently, relative trade cost as compared to other regions of the 

11
world has increased over the years in the SAARC region . 

Development of a trade infrastructure has not been actively pursued as a regional policy action despite 
the impacts that regional trade can have in addressing joint development challenges. This is further 
exacerbated by non-tariff barriers, which not only impede the possibility of trade but also contribute to 
higher costs of regional trade. 

The subject of trade facilitation has acquired greater prominence in academic as well as policy discourse 
due to a number of reasons. These include higher attention at international forums such as the World 

38
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Trade Organization and the Doha Development Agenda [DDA] and potential welfare gains through 
12

reduction in trade costs . Further, there is now a high degree of interest in establishing global value 
13

chains, which allow greater and smoother mobility of goods across borders . 

Consequently, a number of organizations are beginning to realize the importance of integrated value 
chains within regions, including the SAARC. While the economic cost of poor trade and transport 
facilitation are yet to be determined, the lack of infrastructure clearly inhibits measures for regional 
integration, including in HRD sectors, which may require greater mobility of people.

indicates risks and vulnerabilities with regard to human resource development in the SAARC, in the 
context of the continuing impacts of the GFC on the region. This figure is based on information retrieved 
from the assessment above. 

Figure 15: Risk and Vulnerabilities Factors for HRD in SAARC Region

In the Figure 15, the impact of risk factors increases with time. Thus, the impact of short-term risk factors 
would be less as compared to the impact of medium term factors and so on. In that, lack of cooperation in 
skills and knowledge exchange poses the most significant challenge for joint human resource 
development in the SAARC region.

12See, for example, Hoekman and Nicita [2010]
13SDPI [2014]
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7. Institutional Networks on HRD in the SAARC Region

All the SAARC economies have shown improvements in HDI over the last few years [Table 6]. While, 
human capital development has been undertaken at the institutional level in most of the SAARC 
economies, cooperation in HRD between countries has remained extremely low, if at all. There is 
substantial evidence that regional cooperation in HRD is not only possible but has also benefitted 
populations in other regions, such as the EU. Similarly, Yussof and Kasim [2003] also argued for a case of 
regional cooperation in HRD in the Brunei-Indonesia-Malaysia-Philippines East-Asian Growth Area 
[BIMP-EAGA] region. Hence, the SAARC region could have a lot more to gain since the region 

14collectively suffers on a number of human development fronts, as indicated by relevant indicators .

Recognizing that HRD is crucial in the actualization of the SAARC objectives, the SAARC Human 
Resource Development Centre [SHRDC] was established in 1988 at Islamabad. A number of 
development interventions in South Asia over the years have been focused on HRD. In this section, we 
discuss some of the institutional mechanisms in place specifically in this context, and we focus on three 
important dimensions of HRD: education, health and skills development and vocational training. 

A number of institutions exist in most of the SAARC economies developed specifically for HRD in their 
countries. Many of these institutions also work in close networks with similar other organizations, both 
local as well as international. below showcases a few select institutions working specifically with an 
HRD mandate in the SAARC region. 

It can be observed that in most cases, there is a specialized ministry dedicated for HRD in all the SAARC 
countries. It is also important to note that the institutions identified in Table 10 above shows the operating 
of HRD organizations at the federal level. There are other official bodies that are operational at the 
provincial/state level. 

A number of development partners and multilateral organizations work closely with these Government 
Ministries and Departments. Through their local chapters, development partners can play an important 
role in establishing liasion between official institutions working specifically on HRD across the SAARC 
region. They can also help in identifying civil society organizations and NGOs working on similar 
themes across borders and support networks to enhance cross-border exchanges in HRD. 

Education

There are wide disparities in the field of education, not only across the SAARC economies but also 
among them. While considering the case of Pakistan we may see this variation, according to a recent 
study conducted showed wide variations in education related indicators across 145 districts of the 

15country [Alif Ailaan and SDPI, 2013] . Public provision of quality education remains a challenge in 
most of the SAARC region. It is, therefore, important to strengthen public institutions in that regard. 
below highlights the ranking of the SAARC economies on few of the basic indicators of education in 
comparison with a few other countries.

14We have discussed some of these indicators in the Situation Analysis section. 
15Alif Ailaan [2013] Pakistan District Education Rankings. Alif Ailaan and SDPI, Pakistan. Alif Ailaan is an 
education campaign meant to strengthen and improve the state of education in Pakistan. 
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Country Local Organizations Government
Afghanistan

 

Center for Policy and Human 
Development

 
Ministry of Educaiton

 

Bangladesh

 

?

 

Human Development Research Centre 

 

?

 

Center for Human Development

 

?

 

Integrated Social Development Effort

 
?

 

Bangladesh Human 
Resources Development 
and Placement Centre

 

?

 

Ministry of Labour & 
Employment

 

Bhutan
 

-
 

Ministry of Labor and 
Human Resources

 

India
 

?
 

Institute for Human Development
 

?
 

LabourNet
 Ministry of Human 

Resource Development
 

Maldives
 

-
 

Ministry of Human 
Resources, Youth and 
Sports  

Nepal ? Human Development and Community 
Services 

? Human Development Institute of 
Nepal 

? Community Development Foundation 
Nepal 

-  

Pakistan
 

?
 

Human Development Foundation
 

?
 

Human Development Society
 ?

 
Human Development Research 
Foundation

 ?
 

Human Resource Development 
Network

 ?

 
Sustainable Development Policy 
Institute

 

?
 

National Commission for 
Human Development

 ?
 

Association for Human 
Development

 ?
 

Ministry of Overseas 
Pakistanis & Human 
Resource Development

 
Sri Lanka

 

?

 

Human Development Organization

 ?

 

Universal Human Development 
Foundation

 
?

 

The Sri Lanka Institute of Training and 
Development

Ministry of Youth Affair s 
and Skills Development
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Table 10: Organizations Working on HRD in SAARC Region

While the SAARC economies rank low on most of the other human development indicators, the region 
has performed well in primary education enrollment, except Pakistan and Bhutan. Contrary to increased 
enrollment, quality of education still remains a major concern for this region.

The region also continues to lag behind in education and health related MDGs [United Nations, 2013; 
UNICEF, 2008].  below showcases selected institutions and bodies working specifically on education in 
each of the SAARC countries. 
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16See, for example, “Primary System in Chennai found worth emulation”, The Hindu, March 3, 2009, or UNICEF 
India [2006] Activity-based learning: A radical change in primary education 
17See, for example, Asian Urban Information Centre of Kobe [2003]
18See website of European Union: http://europa.eu/pol/educ/index_en.html. Accessed on: 16-11-2013.
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Table 11: Global Ranking of SAARC Economies in Education

Source: Global Competitiveness Report, 2013

While primary education is the domain of the state, cooperation between institutions across borders can 
help in identifying best practices and successful policy interventions to meet common challenges. For 
example, the state of Chennai in India has been exceptionally successful in the provision of primary 

16education, while a number of other states have not fared as well . Policy interventions like provision of 
noon meals, free textbooks, uniform, capacity building of teachers, focus on girls education, continuous 
monitoring and evaluation along with excessive community participation has helped Chennai to 

17
significantly improve enrolment as well as quality in primary education . 

Given that the SAARC economies share similar demographics, lessons from the state of Chennai can be 
adopted and improvised to meet local educational challenges not just elsewhere in India but also across 
other SAARC countries. Policy interventions and best practices can also be shared through the SAARC 
platform, such as the SHRDC. 

For example, the EU has initiated a number of teachers and students exchange programs [such as the 
Leonardo da Vinci program for vocational training, the Erasmus study program for higher education and 
research across the entire region, the Grundtvig program for adult education] as a measure of 
regionalism. The European Higher Education Area was also launched in 2010 to promote a coherent 

18system of higher education across the EU .

  
Country

 
Net Primary Education 

Enrollment, %
 Gross Secondary 

Education 
Enrollment, %

 

Quality of 
Educational 

System [value 
scale 1-7]

 

Global 
Rank/144 

Value
 

Global 
Rank  

Value
 
Global 
Rank  

Value
 

Bangladesh 70 94.4 118  51.9  98  3.3  

Bhutan 108 89 99  75.3  41  4.3  
India 80 93.3 110  63.2  33  4.4  
Nepal 68 94.5 127  43.5  94  3.4  
Pakistan 137 72.1 136  35  84  3.5  
Sri Lanka

 
84
 

92.9
 

26
 

102.4
 

28
 

4.6
 

O
th

er
 

E
co

n
o
m

ie
s China

 
4

 
99.8

 
90

 
81.4

 
54

 
4

 Malaysia
 

55
 

95.9
 

105
 

69.1
 

19
 

5
 Indonesia

 
56

 
95.8

 
92

 
80.7

 
36

 
4.3

 Turkey

 

23

 

98.9

 

89

 

82.1

 

91

 

3.4
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A

A
R
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E
co
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Table 12: Organizations Working on Education

Asia-Pacific Economic Cooperation [APEC] can also be seen as an example of regional cooperation in 
HRD. The Human Resources Development Working Group has worked extensively for human capacity 
building through education across the APEC region. Major programs implemented focused on 

19improving mathematical skills, teaching foreign languages and developing ICT skills . 

Country Local Organizations Government
Afghanistan

 

?

 

Support For Afghan Further Education 

 

?

 

Afghanistan Peace Education and 
Development Organization

 

?

 

Afghanistan’s Health, Education, and 
Reconstruction Organization

 

?

 

Ministry of 
Education

 
 

Bangladesh

 

?

 

Bangladesh Education, Research and 
Development Foundation

 

?

 
Local Education and Economic 
Development Organization

 

?
 

Disable Education and Empowerment 
Organization

 

?

 

Education Board, 
Bangladesh

 

Bhutan
 

?
 

Rural Education Foundation
 

 ?
 

Ministry of 
Education

 

? Royal Education 
Council  
 

India ? Pratham 
? Read India 
? Teach For India 

? Bureau of Indian 
Education  
? Ministry of 

human resource 
development  
?

  Maldives
   

?
 

Ministry of 
Education

 
 Nepal

 
?

 
Nepal Education Foundation

 ?

 

Nepal Research and Education Network

 ?

 

CHANCE for Children 

 

?

 
Ministry of 
Education

 
 Pakistan

 

?

 

Society for Access to Quality 
Education

 
?

 

Society for Advancement of Education

 
?

 

Bunyad Foundation

 
?

 

Sustainable Development Policy 
Institute

 
?

 

Alif Ailaan

 

?

 

ASER Pakistan

 

?

 

Ministry of  
Education, 
Training and 
Standards in 
Higher Education
?

 

Higher Education 
Commission

 Sri Lanka

 

?

 

Sri Lanka Association for Improving 
Higher Education Effectiveness

 

?Educate Lanka Foundation

?

 

Ministry of 
Education, Sri 
Lanka
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19See website of Asia-Pacific Economic Cooperation: http://tinyurl.com/ngx3ddo. Accessed on: 16-11-2013.
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The South Asia Foundation [SAF] serves as another example of regional cooperation in education. 
Founded in 2000 in collaboration with UNESCO, SAF is an apex body of the SAARC. Since its 
inception, SAF was involved in providing vocational and technical education and scholarships for 
various educational programs for students from across the region.  However, due to a lackluster approach 
and a number of administrative shortcomings it has failed to materialize its core objectives of regional 

20integration in the field of education . 

Notably, higher education and research offers numerous opportunities for regional cooperation. In this 
context, an excellent example is the establishment of the South Asian University [SAU] in New Delhi. 
SAU has been instrumental in giving a regional dimension to higher education in South Asia, even 
though a number of students from Nepal and Bhutan have historically been studying at Indian 
universities. Going forward, the SAU should function as a center of excellence for fostering research and 
dialogue on South Asian cooperation and integration. It is also important that the university functions as 
a hub for policy research on common challenges to the SAARC region, including environment and 
climate change, inclusive growth and human development. 

20See website of South Asia Foundation: http://www.southasiafoundation.org/home.htm. Accessed on: 16-11-2013.
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SDPI-IDRC Fellowships Program

The International Development Research Centre in collaboration with the Sustainable Development Policy Institute has 
launched Fellowships in Governance, Security and Justice in South Asia. The four-year program aims to support the 
students in South Asian countries planning to pursue their Masters, M. Phil and PhD programs in the fields of Governance, 
Security and Justice. First round of the applications has been completed and six students across South Asia are benefitting 
from this program, while the second round is currently underway. 

It is perceived that the IDRC - SDPI Fellowships in Governance, Security & Justice in South Asia can add value by 
providing financial and technical support to students and mentors and bridge the key research gaps in areas of strategic 
interest across South Asia. It is believed that through extending financial and technical support, the initiative will also 
support marginalized segments in the society, such as women, minorities and students belonging from conflict-prone and 
disaster-hit regions. One of the key caveats that this program aims to address is to steer researchers towards doctoral 
studies in multidisciplinary areas. The overarching objective is to build capacity of young researchers who can in turn 
produce quality research on regional issues particularly governance, security and justice. 

However any new fellowships program should aim to fill in the caveats that existing schemes are currently not addressing. 
In order to do so the IDRC - SDPI Fellowships in Governance, Security & Justice in South Asia aims for the following 
objectives: 

·Research on multidisciplinary areas currently not being focused by traditional university programs in South 
Asia.

·Research on non-traditional security threats in South Asia. These threats today originate from [but are not limited 
to] governance, conflict, economic and financial security, lack of education and health interventions, 
environmental security, food and livelihoods security, terrorism, human and drugs trafficking, piracy, illegal 
immigration, and information security.

·Research on cross-border issues of mutual interest in South Asia where multi-country case studies can help 
towards collective solutions.

·Allowing IDRC fellows to meet every year to collectively discuss and disseminate their research and provide 
policy relevant advice to the Governments and communities in South Asia. This will be an opportunity for these 
fellows to brainstorm key areas of interest through a multidisciplinary discourse. 

·Organizing short term intensive training courses for graduate and research students in research design, academic 
writing, data survey and analysis, research dissemination through advocacy and outreach.
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Table 13: Global Ranking of SAARC Economies in Health

Source: Global Competitiveness Report,2013

In terms of health, most SAARC economies continue to rank lower when compared globally [Bandara, 
2005]. Low performance in workforce related indicators, in turn, affects the economic performance and 
competitiveness of a country [Global Competitiveness Report, 2013]. Table 13 shows the score and rank 
of the SAARC economies on various HRD indicators along with those of a few other comparator 
economies. In spite of similar challenges in the health sector, the SAARC economies have also remained 
slow in pursuing cooperative measures thereof. 

Like education, again there are a number of official bodies working at lower tiers of Government 
[provincial/state etc.], which are not mentioned here. The map, however, can offer an entry-point for 
state level cooperation in these sectors.

A regional health system is prevalent in the EU and serves as an interesting of regional collaboration in 
the health sector. The European Health Insurance Card provided to citizens of every Member State 
allows them to claim medical facilities anywhere in the EU. Special regional research networks on health 
have also been established to prevent cross-border threats to public health. Similar research institutes can 
be formed by the SAARC to improve public health care institutions. Relaxation should be allowed in the 
visa regime so as to increase medical tourism within the SAARC.

Skills Development and Vocational Training

Skills development and vocational training are important aspects of human capital development both 
from an economic as well as a development lens. A highly skilled and trained labor force leads to 
productivity increases for the economy. Such programs also increase the likelihood of employment for 
those lacking formal education [Manuelli and Seshadari, 2005]. In this section, we briefly discuss 
country-wise institutions working on these themes in South Asia. 

Country
 Infant mortality

 
Life expectancy

 

[years]
 Malaria cases

 

[100,000 pop]
 

 
Global 

Rank/144
 

Value
 

Global 
Rank

 
Value

 
Global 
Rank

 
Value

 

S
A

A
R

C
 

E
co

n
o
m

ie
s

Bangladesh 109 36.7 102  68.9  190  392  

Bhutan 114 42 108  67.3  100  102.5  

India 120 47.2 111  65.5  116  1946.2  
Nepal 112 39 105  68.7  98  63.1  
Pakistan 133 59.2 113  65.4  112  1007  
Sri Lanka

 
59
 

10.5
 

54
 

74.9
 

87
 

10.6
 

O
th

er
 

E
co

no
m

ie
s China

 
65
 

12.6
 

75
 

73.5
 

82
 

0.9
 

Malaysia
 

37
 

5.6
 

63
 

74.3
 

96
 

56.2
 Indonesia

 
97
 

24.8
 

99
 

69.3
 

117
 

2250
 Turkey 63 11.5 69 73.9 74 0
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Table 14: Organizations Working on Health-Related Issues in SAARC Region

Afghanistan ranks lowest in the HDI among the SAARC countries. The unrest in the country has had an 
extreme toll on human development. However, the last two years have shown enhanced attention of 
development partners as well as the Government towards human development sectors. In this context, 
the Ministry of Labor, Social Affairs, Martyr and Disabled has initiated National Skills Development 
Program in collaboration with World Bank. Non-formal skills trainings are to be provided to men and 
women in rural and semi-urban areas to enhance the potential for employment.

In Bangladesh, the Skills and Training Enhancement Project works as a consortium of organizations. The 
Bangladesh Skill Development Institute also works on professional human resource development. 
Various training programs by the Institute with regard to business and professional development. 

Countries Local Government
Afghanistan

 

?

 

Afghan Health and Development 
Services

 

?

 

Afghan National Public Health 
Organization

 

?

 

Ministry of Public 
Health

  

Bangladesh

 

?

 

Bangladesh Women's Health Coalition

 

?

 

Engender Health

 ?

 

Ministry of Health and 
Family

 

Welfare 

 

?

 
National Institute of 
Population Research and 
Training

 

Bhutan
   

?
 
Ministry of Health

 
  

India
 

?
 

Indian Health Organization Pvt. Ltd
 

? Smile Foundation 

? Voluntary He alth Association of India  

?
 
Ministry of Health & 
Family Welfare  

  
  

Maldives ? Centre for Food Safety and Public 
Health 

? Society for Health and Education  

? Ministry of Health and 
Gender  

Nepal
 

?
 

Health Net Nepal
 ?

 
Nepal Public Health Foundation

 

?
 
Ministry of Health and 
Population

 
Pakistan

 
?

 
HAEDO-

 
Health and Education 

Development Organization

 ?

 

Society for Advancement of 
Community, Health, Education and 
Training

 ?

 

Health and Nutrition Development 
Society

 

?
 
Ministry of Health

 
  

Sri Lanka ?Ministry of Health
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Human Resources Development Working of APEC

The Asia Pacific Economic Cooperation [APEC] as a regional bloc has extensively collaborated in 
HRD. Under the capacity building network of APEC, promoting and strengthening entrepreneurial 
as well as organizational skills have been specifically focused. The APEC Skills Development 
Promotion program was implemented to provide vocational and technical education to youth across 
the region.

The Human Resources Development Working Group [HRDWG] was established in 1990 and works 
towards strengthening of human capacity in the APEC region. The Group develops its activities 
based on the working of various relevant Ministries in the region. Its mission is to enhance human 
capital and thereby promote inclusive economic growth. 

The Group operates through the following three networks:
·Capacity Building Network [CBN]
·Education Network [EDNET]
·Labor and Social Protection Network [LSPN]

The HRDWG strives to develop human resources well equipped for the modern globalized world 
economy. The Group also works in close collaboration with various other committees of the APEC, 
as well as with international organizations. These include the Committee on Trade and Investment 
[CTI], the Economic Committee [EC], the Small and Medium Enterprises Working Group 
[SMEWG], the Emergency Preparedness Working Group [EPWG], and the APEC Business 
Advisory Council [ABAC] regionally, and the Organization for Economic Co-operation and 
Development [OECD] and Southeast Asian Ministers of Education Organization [SEAMEO] 
internationally. Cooperative measures have been pursued for human capital formation for business 
sectors, development of entrepreneurial skills, implementation of the APEC New Strategy for 
Structural Reform [ANSSR], implementation of the APEC skills development program disaster 
reduction education, and skills assessment exercises for the region.

47

Bhutan was excluded from HDI ranking in 2010 since data on most of the human indicators was either 
unreliable or missing. The Government of Bhutan initiated Bhutan Youth Development Fund to impart 
technical skills to youth in the country.

In India, the Directorate General of Employment and Training [DG, E&T]works under the umbrella of 
Ministry of Labor.  This department is responsible for advanced vocational training, staff training for 
various industries, and apprenticeship training. Aside from this, training in some of the specialized areas 
is also provided under the supervision of DG, E&T in collaboration with specialized field institutes. The 
Ministry of Finance has also set up National Skill Development Corporation, which functions under a 
public-private partnership.

In Maldives, the Government has established polytechnic institutes throughout the country. Most of 
them work under the Ministry of Education. 

Vocational training and skills development in Nepal is more of a focused agenda towards youth and 
women. Cooperative Youth Organization is actively extending support for the promotion of education 
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amongst youth. A number of organizations and programs, such as Women's Skills Development 
Organization, Soft Skill Training Nepal Pvt. Ltd, Nepalese Women Skill Development Project, among 
others, particularly focus on skill development of local women.

Pakistan has a vast network of skills development institutions. There is a Skill Development Council 
[SDC] in every major city [public-private partnership]. Technical Education and Vocational Training 
Authority and National Vocational & Technical Training Commission are major Government-led 
vocational training institutes. These provide training in various fields including teaching, agriculture, 
industry, commerce to name a few. However, it is important to note that in the case of Pakistan, most of 
the subjects related to HRD sectors have largely been delegated to the provinces after the 18th 
constitutional amendment.

Sri Lanka, in a few years' time has managed to focus well on human resource development. According to 
HDI, Sri Lanka has the highest ranking [2011] as compared to the rest of the SAARC countries. It has an 
organized system of vocational training. The Ministry of Youth Affairs and Skills Developments 
established Vocational Training Authority, Sri Lanka [VTA] to implement a national skills development 
program; 6 national level, and 22 district level vocational training centers are operating under this 
program.
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8. Primary Data Outcome and Discussion

In order to measure the impact of GFC on HRD, the data was collected from 500 respondents randomly 
selected form various cities across the SAARC countries, including Kabul [Afghanistan], Dhaka 
[Bangladesh], Thimphu [Bhutan], New Delhi, Jaipur, Sikkim [India], Male [Maldives], Kathmandu 
[Nepal], Islamabad, Faisalabad, Sialkot, Karachi [Pakistan], and Colombo [Sri Lanka].

A comprehensive questionnaire was developed to gather the data in line with the study objectives. The 
questionnaire was subject to pre-testing in Islamabad [Pakistan] and in the light of feedback. The 
frequency of country wide respondents is shown in table 15 below:

Table 15: Number of Respondents from SAARC Region

Respondents of Study: The respondents belonged to various sectors of the economy,  including public 
sector [32%], followed by academia [30%], services sub-sectors [28%], industry [3%], agriculture[2%], 
and other sectors [5%],i. e. NGOs, independent researchers, and business community. 

Figure16 : Respondents of Study

Country  Frequency  
Afghanistan  27  
Bangladesh  42  
Bhutan  04  
India
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Awareness about GFC: To assess the level of consciousness, the respondents were asked if  they were 
aware of GFC or otherwise. The responses demonstrate that66% respondents knew about GFC, 24% had 
partial knowledge, and 10% had never heard of GFC.

Consequence of GFC: In view of the respondents that their country has been hit by the economic 
downturn in advanced economies, 48.7% respondents agreed that GFC has affected their economies, 
40.9 % reported there had been partial affects and 10.4 % said that their countries remained insulated 
from the impact of GFC.

Education Sector: In response to the consequence of GFC in the education sector, 41% of the respondents 
agreed that GFC has disturbed the education sector, 35% replied that education sector was partially 
affected and 24% said that no change was observed after GFC. 

Figure 17: Consequences of GFC in Education Sector

Amjad and Din [2010], debated that the SAARC economies experienced economic decline due to the 
GFC. Significant reductions were observed in GDP growth rates, sectoral growth, per capita income, and 
other macroeconomic variables. This may signify how the GFC could have affected perceptions with 
regard to the provision of education in their country. The Education Index for the SAARC region had 
stopped improving after the year 2009 [UNDP 2013]. This may explain the lower levels of satisfaction 
with the state of education after the GFC. 

Health Sector: The GFC has influenced the medical facilities in the health sector as reported by 43% of 
the respondents. 35% expressed that partial effect has been seen due to the GFC while22% said no 
alteration was seen. World Bank [2013] also witnessed that the regional aggregate of public spending on 
health as a percentage of GDP began to fall from the year 2008, which may help to explain the lower 
levels of satisfaction with the provision of medical and health facilities in the respondents' countries. 
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Similarly, improvements in the health index for the region became less pronounced after the year 2008 
[UNDP 2013].

Public Facilities: With respect to the public facilities (i.e. water, electricity, and gas) provided by the 
respective states after the GFC,  52% of the respondents did not respond in affirmation, 27% respondents 
were partially satisfied whereas 21% respondents were comfortable.

Figure 18: Public Facilities-Post GFC

Similar results were produced from various studies across the region; a number of government sources 
revealed that policy actions were undertaken to offset the GFC impact, and hence priority was shifted 
[from basic public utilities] to sectors, which were more vulnerable to the impact. These sectors include, 
for example, exports in case of Bangladesh, Nepal, and Pakistan [Bangladesh Economic Review, 2009; 
Khadka and Budhathoki, 2013;  Pakistan Economic Review 2009], the financial sector in case of India 
[Ministry of Finance India, 2009], tourism in the case of Maldives, Nepal, Bhutan, and Sri Lanka 
[Steiner, 2010; EU 2010; Annual Report, Central Bank of Sri Lanka, 2009].

Effect of GFC on Access to Public Utilities

46% of the respondents replied that accessibility to public utilities had been worsened in their countries 
after the GFC, 21% replied that some improvement has been observed in certain sectors, 21% responded 
that provision of public utilities remained unchanged and 11% replied that provision of public utilities 
have been improved after GFC.
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Figure 19: Post-GFC - Access to Public Utilities

Economic Impacts of GFC:  The GFC led to an increase in poverty or a slowdown in poverty reduction. 
This is also substantiated by the high percentage of responses stating that the GFC has increased 
unemployment and inflation in their countries. Similar frequency of responses in terms of decrease in 
wages can also be observed.

Figure 20: Economic Impact of GFC
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The study findings revealed multiple answers by the respondents. According to them, the GFC had led to 
decrease in wage [74%], remittances [59%], aid flows [68%], exports [60%], and FDI [58%] in the 
region. Similarly, respondents replied that increase in certain areas has also been observed, i.e, 
unemployment[69%], inflation [75%], import [40%], poverty [76%], income inequality [70%], and 
outward migration [53%]. In this regard, figure 23 shows the complete detailed scenario. 

Provision of Public Education after GFC: 31% of the respondents said that the performance of the 
education sector was deteriorated, 29% answered that no change was observed, 15% replied that there 
was improvement in the delivery of education, and 25% viewed some improvement in certain sectors.

Figure 21: Post-GFC Education Sector Performance

Post-GFC Health Sector Facilities: The provision of health sector facilities has  either deteriorated or 
remains unchanged as reported by 60% of the respondents, 13% said there was an improvement in health 
service delivery, whereas 23% replied that some improvements were observed in the provision of health 
facilities after GFC. The percentage share of public spending on health in GDP did fall across the region 
in the period immediately after the GFC, as shown in Figure 21.
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Figure 22: Post-GFC Health Sector Performance

Business Opportunities-Post GFC

In the SAARC region, the business opportunities have deteriorated after the GFC as reported by 39% of 
the respondents,21% observed an improvement in business opportunities even after the GFC, 24% said 
that improvement has been observed in some sectors of the economies and according to 17% business 
opportunities had remained unchanged. 

Figure 23: Business Opportunities - Post GFC
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The World Bank study [2012] indicated that the GFC occurred when the region was already under a 
terms-of-trade crisis, and as a consequence of the crisis, development spending had been affected.

Policy Responses – Post GFC

The policy responses undertaken by the governments after the GFC were not known to 56.8% of the 
respondents and 43.2% reported that they had the information. The government sources and literature 
revealed that policy actions were undertaken to offset the possible impact of the GFC, as the responses 
indicate that most of the respondents were not aware about the measures adopted by the respective 
governments.

Figure 24: Policy Response- Post-GFC

Figure 25: Government Policies to Combat GFC
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Government Policies to Combat GFC

The governments of the respective SAARC Member States adopted certain policies to overcome the 
effects of GFC. 26% of the respondents said that social sector budget was reduction in their 
countries,27% replied that the services sector was given higher priority, 19% expressed that their 
governments had prioritized their balance of payment and 24% said that maintaining fiscal balance was 
the priority of the governments, as depicted in Figure 25. The impact of GFC in the SAARC region was 
severe due to prevalent economic conditions, including slower growth, expanding current account 
deficits, depreciation in currencies, and falling foreign exchange reserves. Poor macroeconomic outlook 
exacerbated the state of poverty in the region while public finances came under pressure [Amjad and Din, 
2010]. The policy responses undertaken by the respective governments in the region as reported above 
may also reflect the governments' prioritization of macroeconomic indicators.
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9. Conclusion

The impact of GFC on human resource development [HRD] has been observed through 4 channels. First, 
the global slowdown implied a reduced flow of aid from the developed economies, in turn making it 
difficult to timely accomplish the MDGs. Second, the lower levels of foreign investment particularly in 
large populous countries like Bangladesh, India and Pakistan have implied slower productivity and 
technology transfer which is an important ingredient of HRD. Third, the United States [US] and 
European Union [EU] witnessed a sharp slump in their import demand causing the South Asian exports 
to plummet temporarily. This among other consequences has impacted the growth of SMEs which are 
essential to absorb the youth bulge and growing labor force in the South Asia and fourth, pre-GFC 
increase in remittances was not sustained due to the layoffs in the West and Gulf countries. While the 
remittances are still on the higher trajectory, but their growth has been affected. It is worth noting that in 
absence of a growing public sector revenue, remittances play key role in cradling educational attainment. 

Even though HRD has attracted significant policy attention in each of the SAARC countries, the region 
as a whole still has a long way to go in achieving priorities in education, health and skills development. 
As the GFC unfolded, there were concerns on ensuing impacts in SAARC economies as well as aid flows 
to the region and trade with other countries were particularly affected. Not all countries, however, 
witnessed a decrease in trade.  Bangladesh for example managed to keep exports on a rising trend owing 
to market access arrangements allowed to less developed countries [LDCs].  It may be noted that the 
regional cooperation in HRD also remained dismally low. 

The regional models for bolstering HRD as practiced in the EU and the Asia Pacific Economic 
Cooperation [APEC] regions provide useful leads for greater cooperation in the SAARC region. As 
highlighted above, APEC as a regional bloc has extensively collaborated in HRD. Under the capacity 
building network of APEC, promoting and strengthening entrepreneurial, as well as, organizational 
skills have been specifically focused. The APEC Skills Development Promotion program was 
implemented to provide vocational and technical education to youth across the region. Similarly, the 
Erasmus Program for university students is one of the most prestigious scholarships in the world which 
allow students to move across EU member states for higher education and research. 

Given the situation of the global economy, particularly after the GFC, SAARC economies not only need 
to diversify their goods and labor markets but also have to invest more in regional trade and investment 
cooperation. The GFC has particularly exposed how economies can be vulnerable to global shocks, as 
clearly evident in the case of the European Union. In this context, the SAARC region needs to strengthen 
its cooperation efforts under both track-I and track-II in order to effectively counter such shocks. This is 
all the more important in the context of a youthful population living in a digital age. Promoting HRD 
through connecting people and places will prove to be a low hanging fruit. 

The case for cooperation in HRD is even more important for a region which is home not only to a large 
proportion of the world's population but also to a third of the world's poor. In order to bolster inclusive 
growth in the region, particularly in the aftermath of the GFC which has exposed increased risks in 
financial markets, it is important to enhance development of human resources to ensure longevity in 
growth patterns for the entire SAARC region. One way to allow this can be through pooling of resources 
by the private sector in SAARC member countries. The large business entities and business associations 
have been instrumental in setting up educational institutions such as TATA Institute of Social Sciences in 
India and Lahore University of Management Sciences in Pakistan. Increase regional cooperation among 
the business community and regular business-ideas exchange programs can lead to economies of scale in 
service delivery of education, health and skills. 
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10. Recommendations

In the SAARC region, the Governments at the national level should identify a set of higher education 
institutions and encourage them through various support programs to sign Memorandums of 
Understanding [MoUs] with counterparts in other South Asian countries for joint research, training and 
sharing of knowledge in their respective areas of expertise. There should be regular meetings of 
Universities Grants Commissions across SAARC. Similarly, member country Governments should be 
reminded of their commitment towards initiatives such as South Asia University in New Delhi whose 
campuses in other countries have yet to be established even after a decade of its initiation. 

South Asia's spending on higher education needs to be scaled up. In the coming years, fiscal policies have 
to be attuned to employment generation in emerging services sectors and so as to absorb a rapidly rising 
workforce. More collaborative initiatives within the region and with institutions outside the region for 
developing the quality of higher education is needed to make the workforce more competitive and 
efficient. Cooperation can also be pursued in the form of joint curriculum development. 

The respective national Governments should appoint a special working group that should look into the 
major shortcomings with regard to regional cooperation including lack of regional trade, lack of joint 
ventures in HRD sectors, such as common universities, administrative bottlenecks for implementation of 
regional integration policy interventions such as SAFTA, and lack of political ownership with regard to 
South Asian regional integration. Actions are needed in these and other related areas to improve the 
overall policy making and implementation framework along with greater commitment to HRD. 

The SAARC economies also have ample opportunities to cooperate in developing human capital to 
become collectively competitive in international markets. Investments in joint industrial research can 
open avenues for competitive regional enterprises. South Asian countries should bring in reforms to ease 
cross-border access to professional teaching and research institutions for example in the fields of 
medicine and engineering. The optic treatment in Nepal has developed impressively over the years, 
attracting patients from India. Similarly, many Nepalese move to India for education.     

To be more open and liberal with each other SAARC economies have to allow freer movement of labor as 
well as capital. This will not only increase trade and logistics but will also enhance people to people 
interaction, thereby opening avenues for joint learning to meet common HRD challenges in the region. 
For example, Sri Lanka provides low cost visas to people belonging to SAARC countries as compared to 
the residents of other regions. Sri Lanka also encourages business visits as well as short-term visits. 
Nepal has visa free facilities for South Asians, who wish to organize academic symposiums from South 
Asia.

It is also worthwhile to note the regional cooperation measures, such as those undertaken through the 
SAARC Development Fund, the SAARC Food Bank, and the SAARC Energy Centre. Going forward, 
regional forums such as these can go a long way in materializing policy recommendations in favor of 
regional integration and also in promoting quality research for the purpose. In this regard, such forums 
need to be further strengthened in order to bolster regionalism. 

Finally, it is of foremost importance that SAARC Secretariat and its focal offices in the national member 
countries should identify fertile pockets of labor absorption and devise strategies whereby rising 
workforce can be absorbed in such pockets. For example, the cottage-cum-SME industries of 
Gujranwala [Pakistan], Ludhiana [India], and Chittagong [Bangladesh] are prime examples where labor 

58

Impact of the Global Financial Crisis on HRD in the SAARC Region



can be trained and absorbed for not only rudimentary but also export-oriented industries. The costs of 
skills enhancement in such areas are lower due to external economies of scale. This implies that there are 
spillover effects and learning capabilities that come just by residing in a certain area where industrial 
practices are prevalent. The next step is even more important whereby these cities which are hubs of 
industrial activity should interact with their counterparts in other countries. This can be promoted by both 
the Government and the private sector. Such a model can provide more sustainable jobs in the face of 
global economic crisis as most of these industrial hubs are catering to a large domestic demand whose 
pattern is more certain.
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