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Abstract

East Asia’s welfare states have evolved over the past forty years from a bare structure with few social security programmes into fairly comprehensive systems. Prior to the crisis of the late 1990s, this development had been premised on two sets of ideas: ‘welfare developmentalism’ according to which social policy is viewed principally as an instrument for economic growth, and Confucian familism, which saw the family as the main site of welfare provision. The weaknesses of this approach, which emphasised narrowly growth-focused state policies combined with a heavy reliance on an out-moded view of the family, were painfully exposed during the economic crisis of the late 1990s. In response, many East Asian countries have subsequently strengthened and expanded their welfare provisions. 

This paper first examines the social policy changes among the East Asian countries in the context of economic reforms, and in particular the changing composition of social protection in response to the economic crisis of 1997-8. We use the term ‘social protection’ to refer to the mix of collective actions that aim to protect people against risks; these could include the state’s social policies, firm level welfare programmes, community welfare efforts and intra-family assistance.  Secondly we explore the extent to which social responses to new risks have influenced the success of economic development. This paper examines these developments within the social protection systems of East Asia, but it approaches them from the contention that there is a huge variation among East Asian states which is also reflected in their social welfare provision. The region includes countries ranked among the world’s wealthiest (Japan with its comprehensive welfare state), and poorest (e.g. North Korea and Cambodia which have virtually no significant social protection programs). In terms of human development outcomes, UNDP’s Human Development Index highlights the huge discrepancies among these countries. 

Building on this East Asian ‘welfare geography’, the paper will try to answer three main questions. First, will the front-running tiger economies such as Korea, Taiwan and Singapore be able to maintain their development credentials while strengthening their welfare states? Secondly, which policy rationale will transition countries choose for the development of their social protection systems? Finally, but most centrally, what institutions of social protection should be chosen by low-income East Asian countries in order to achieve economic development and adequate social protection given policy constraints? 

1. The welfare geography of East Asia

The welfare states
 of East Asia
 have evolved over the past forty years from a bare structure with a minimal number of programmes into fairly comprehensive systems. During this time, they have acquired distinctive characteristics. One of the important rationales for social policy in the East Asian region was ‘welfare developmentalism’ which saw social policy as an instrument for economic development (Goodman & White, 1998). In fact, social policy did indeed prove to be one of the most effective policy instruments during the period of rapid economic growth in countries such as South Korea, Taiwan and Singapore. However, there were also downsides of welfare developmentalism. The welfare state protected first the select group of people who were working in those sectors and industries determined as strategic for economic development while leaving many vulnerable sections of society outside the system. This resulted in a situation where the welfare state, and particularly the pension and health care systems, reinforced social inequalities. The implementation of such a paradigm of social policy was made possible in practice by the authoritarian political regimes in the region which spanned the period from the 1960s to the early 1990s.
A second dimension often identified as a core feature of East Asian welfare states is the notion of Confucian familism, involving ‘a strong reliance on the family as the site of social welfare and service delivery’ (Goodman and Peng, 1996:193). Social arrangements were based on the assumption of the family as the main provider of care. The traditional image of the family was of a unit composed of three generations where household work, including homemaking and care-giving, was produced by ‘housewives’. This approach was endorsed by the Japanese government in the 1980s, and subsequently by the Korean government, seeking a ‘reemphasis on Confucian family ethics as a social welfare strategy to deal with the rapid nuclearization of families, due in part to the movement of younger individuals and families from the rural areas to the urban centres’(Goodman & Peng, 1996). More recently, a similar revival of attention to its Confucian cultural heritage is seen in China and Vietnam. Despite the rapid changes across East Asia in family structure, and the demise of the ‘ideal-typical’ family, the welfare state still falls short in providing alternative care needs, and the underlying assumption of family care responsibility remains.
The weaknesses of the social protection system in East Asia (based on a narrowly growth-focused state system combined with a heavy reliance on family or informal support networks) were painfully exposed during the economic crisis of 1997-98. The impact of crisis in the region and the widespread social distress it created is well-documented (for example, Thai Development Research Institute, 2000). A fall in output and incomes was accompanied by massive job losses and bankruptcies, a sharp rise in open unemployment and underemployment, falling wages and rising prices of essential goods and services. All these factors severely affected people’s livelihoods, and especially the lives of the poor, with poverty rates increasing across the region. In the worst affected countries growth rates dropped from 5-8% per annum in 1996 to as low as -13% in Indonesia by 1998, before beginning the recovery (Thai Development Research Institute, 2000). 

In the wake of the crisis, East Asian countries have subsequently strengthened their welfare states and expanded their social protection interventions. Such experience counters the argument that the welfare state will have only marginal importance in the globalizing world. On the contrary social policy has been used as an effective instrument for economic recovery while providing social protection to the more vulnerable people in society 
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(Gough, 2001; Kwon, 1999, 2005b)
. In Korea and Taiwan, for example, unemployment insurance schemes, which governments had previously resisted strongly, were introduced at this time. In this context, one of the most difficult challenges currently facing countries in East Asia is how to maintain the developmental credentials of social policy while strengthening social protection. This is a core question for this paper, which aims to examine the social challenges and policy agenda for social protection in East Asia. After first sketching the overall contours of the welfare systems and challenges in the region, we go on to explore to what extent this picture can help us to identify social protection issues, needs and priorities particularly for low income East Asian countries.
As a starting point, it is useful to discuss the concept of social protection reflected in this paper. While each country adopts its own concepts and terminology in referring to the range of social security and welfare services provided by the state or other means (and social protection is a relatively new and imported term in these countries), a broad approach (as adopted by many of the regional institutions such as ADB and ESCAP) would include most dimensions below, with the first two often being the core focus of welfare systems: 

· social insurance programs to cushion the risks associated with unemployment, ill health, disability, work-related injury and old age 
· social assistance and welfare service programs for the most vulnerable groups with no other means of adequate support 

· labour market policies and programs designed to promote employment, the efficient operation of labour markets and the protection of workers 
· micro-and area-based schemes to address vulnerability at the community level, including micro-insurance, social funds and programs to manage natural disasters 

· child protection to ensure the healthy and productive development of children. (Zelenev, 2005).
Taking this broad approach, this paper refers to social protection as the mix of a range of collective actions that aim to protect people against risks, and which include the state’s social policies, firm level welfare programmes, community welfare efforts and intra-family assistance. While some mix of the above programmes may figure in the social protection policies of different countries, a definition focusing on objectives would include the range of provisions designed to protect vulnerable populations against shocks to their livelihoods, while also aiming to have a developmental or welfare promotion and poverty reducing impact. The first working hypothesis of this paper, drawing on such a definition, is that economic reforms – which were principally aimed at increasing labour market flexibility and reducing production costs -   inevitably weakened some constituents of social protection. In order to maintain, if not enhance, social protection against economic risks, other parts of the system should be strengthened in order to protect those facing increased risks. For example if labour market reform dismantles economic security provided by private firms, it will create the need for social policies to protect the unemployed. This paper will examine the policy responses of the East Asian countries in the context of economic reforms which have taken place since the crisis of 1997-8. 
The second aspect of concern in this paper is to what extent social responses to the new risks have influenced the success of economic development (Kwon, 2005a; Rieger & Leibfried, 2003). Instead of falling on economic determinism, this paper assumes that the politics of the country mediate such processes. For this reason it will pay attention to how politics has shaped social protection in East Asian countries in the wake of recent economic reforms. Furthermore it will examine how a new aspect of social protection - namely, social protection as a right of citizenship - has arisen as an additional element on the policy agenda in many Asian economies.
Before addressing these questions, we first need to consider the huge diversity that exists among countries in the region in terms of economic and social development. The region includes countries ranked among the world’s wealthiest (Japan) and poorest (Myanmar and N. Korea). Hong Kong’s per capita GNI has reached $27,600 while Vietnam’s figure is $520, Laos $440 and Cambodia $380 (see Appendix Table 1). In terms of human development, UNDP’s Human Development Index indicates a huge discrepancy among East Asian countries: Hong Kong, Singapore, and Korea are ranked between 20th and 26th while the Philippines, Indonesia and Vietnam are below the 80th (Appendix Table 2). The region also combines the most populous country alongside some of the smallest. There is variation in the pace of structural transformation reflected in levels of urbanisation and industrialisation, and in the stage of demographic transition. Politically, the region includes both stable and fragile democracies and dictatorships. The Confucian heritage of many states in the region contrasts with other predominantly Moslem countries. These contrasts, as much as the widely (though not universally) shared experiences of rapid economic growth and rising inequalities, shape the needs, challenges and provisions of social protection across the region, and the kinds of responses that can emerge in different political, social and cultural contexts.

Secondly, the composition of social protection and the institutional configuration of the welfare state vary greatly: a number of studies have already pointed out the clear institutional differences in social policy between Northeast and Southeast Asian countries (Gough, 2004; Ramesh, 2004). Social insurance schemes form the main contours of the welfare state in northeast Asian countries such as Korea and Taiwan, while provident funds have been the anchor of the welfare programmes in some Southeast Asian countries, such as Singapore and Malaysia. In others, notably the Philippines and Indonesia, social policy institutions protect only small numbers of people against a very limited range of social risks, and social protection was left to community and families: because of a lack of resources and risk pooling the level of social protection was inevitably low. In response to the economic crisis Indonesia developed a number of targeted support programs, including rice and fuel subsidies, and has more recently introduced a new cash transfer programme. Most recently, Thailand has experimented with more universal provision, including a universal health care programme – the 30-Baht scheme – (now no payment) and income maintenance programmes. Countries like China and Vietnam, in their transitions from a socialist system to a capitalist market economy, face the challenge of reducing the generous benefits to the elite urban workforce while expanding protections to those made vulnerable by exposure to market forces. In doing so they have experimented with a range of models and schemes including social insurance and ‘provident fund’-type mechanisms, more recently adopting a heavier emphasis on social assistance programs. In short, the complexion of social protection has been undergoing a wholesale change. The poorest countries in the region – Laos, and Cambodia – essentially lack formal social security mechanisms and social protection in general. At the extreme, North Korea which has suffered chronic famine on a massive scale, has further weakened the state distribution system of food and exposed its people to hunger and starvation.
In short, it is necessary to chart systematically the ‘welfare geography’ of East Asia in order to take into consideration such diversity. Appendix Table 1 provides a rough map of the welfare institutions of East Asia. This table is not intended to identify different welfare regimes (Esping-Andersen, 1990), nor to contend that social protection is dependent on the level of economic development (Wilenski, 1975). Rather it suggests that countries are faced with different social and economic risks and have diverse dynamics of social policy according to their ‘location’ on this welfare map. Elaborating on this ‘map’ will help us to identify social challenges and establish policy and research agendas for social protection in East Asia.
In doing so, this paper will examine three dimensions of social protection: economic, social and political. First, we pay particular attention to the relationship between economic reform and social policy. Notwithstanding the huge diversity among the countries of East Asia, the main concern shared by governments in the region is to maintain or establish a positive relationship between economic development and social protection. Of course each country has its specific questions and challenges. Nonetheless, the common question we try to address is as follows: what social policy institutions should be chosen by East Asian countries in order to maintain or achieve economic development and adequate social protection given policy constraints? Can Vietnam, for instance, follow the road taken by Northeast Asian countries, utilizing social policy for economic development, while dismantling the old system of social protection that was established under the socialist economic system? Higher income countries face a different set of issues: will Korea and Taiwan, for instance, be able to maintain the developmental credentials of their social policies? 

The other side of the economic dimension is the role played by social policy at a time of economic crisis. In such situations, poor people are likely to be hit first and hardest, but they are very often outside state social policy. This is a pertinent issue in East Asia where social policy has given priority to coverage of that section of the population (often the relatively better-off) considered most strategic for achieving economic development goals. Governments could respond to economic crisis with strong social policy interventions in order to protect the poor, but such a choice may not be readily available because of macro-economic constraints associated with economic crisis. An important research agenda is therefore to identify the policy mechanisms that would allow governments in developing countries to provide needed social protection while they recover from economic crisis. 

An equally important dimension of social policy is politics. In particular, in many East Asian countries, the developmental state has shaped the welfare system in the context of authoritarian politics. At times, social policy programmes were introduced or extended by authoritarian governments in order to fend off pressures for democratization, while in other cases programmes were the spoils of democratic political struggles. Democratization has occurred in some East Asian countries and this will inevitably change the dynamics of social protection. Given the uneasy relationship of developmental regimes with democracy, it would be important to see whether the developmental state is able to accommodate democracy (White, 1998), and what this might mean for social protection?. Our contention is that the developmental role of the government is still one of the essential elements for economic development for most developing countries.
Lastly, the paper will identify social policy challenges related to the changing social structure and dynamics of countries in the region. East Asian countries differ greatly in terms of their levels of industrialization and urbanization, and their demographic and health transitions. The kinds of social risks and contingencies that social protection programmes should cover are therefore very different across the region. Population ageing is taking place very rapidly in several countries. The other side of population ageing is low fertility. Many East Asian countries such as Korea, Taiwan and Singapore record the lowest fertility rates in the world, and have correspondingly ageing populations (Appendix Tables 3 and 4). Three generation households, which used to be an ideal-typical form of family, no longer represent the average family. While structural conditions change fast, social assumptions on which social policy institutions are based are not as quickly revised as required. Families cannot take care of their elderly parents, but social protection systems still assume that the elderly live in three generation households. Revising social assumptions and reaching a new social contract will be an important but difficult task. Understanding the gender implications of this transition will also be critical for ensuring equal development opportunities for women. 
2. Korea, Taiwan and Thailand: Governing a universal welfare state

The welfare states in Korea and Taiwan have been strengthened and expanded in terms of provision and coverage over the last two decades. During the economic crisis, in particular, the two countries responded strongly with social policy interventions. Unemployment benefits were introduced and the idea of social rights provided a new rationale for public assistance. Subsequently, the policy instruments of the welfare states appear more comprehensive in terms of levels of provision as well as the range of risks they cover. Social expenditures increased substantially in Korea during this period (see Table 1).
Such development countered the neo-liberal assertion that social spending should be curbed in times of economic crisis. Kwon has argued that Korea and Taiwan responded in that way out of economic necessity (Kwon, 2005b). Strengthening the welfare state was necessary for the transition of the economy. The Korean and Taiwanese governments accepted that economic crisis occurred mainly because of their failure to reform and restructure their economic systems: from an economy that produced an extensive range of goods at low prices to one that could compete in the world market with high technology and quality goods and services. It is also notable that the implicit social contract of stable employment and seniority based remuneration has been eroded significantly by the reform. This system provided social protection to those who were employed in large scale industrial enterprises and state-owned companies. As a result of economic reform, this group of workers are now exposed to much greater risks. Social policy made such a transition possible because it provided social protection for those who became victims in the readjustment process. While this illustrates how social policy can be useful as an instrument of economic policy, it is necessary to examine whether and to what extent the experience of Korea and Taiwan during the economic crisis can provide useful lessons to other East Asian countries.
Table 1 Social expenditure in Korea and Taiwan (as per cent of GDP)
	
	
	1995
	1997
	1999
	2001
	2003

	Korea
	Gov’t exp
	1.3
	1.4
	2.1
	3.3
	3.1

	
	Total exp
	5.05
	7.41
	9.77
	8.70
	

	Taiwan1
	Gov’t exp
	3.1
	3.4
	2.9
	3.9
	3.2

	
	Total exp
	2.8
	
	4.0 (2000)
	4.1 (2002)
	4.6 (2004)


1 based on GNP 

Government expenditure: expenditure directly spent by the government

Total expenditure: expenditure on social insurance by the government, companies and households.

Source: Yearbook of Health and Welfare Statistics (Korea) (K. Koh, Y. Chang, & Lee, 2003); Taiwan, Statistical Yearbook of the Republic of China (2005)

Based on his research into health policy in Korea and Taiwan, Wong argues that democratization accounted to a large extent for the expansion of the welfare state (Wong, 2004). In Korea, a group of policy makers, experts and civil society activist who wanted an inclusive health care system formed an effective policy coalition and consequently carried out the reform successfully. In Taiwan, the privatization of National Health Insurance was blocked by civil society groups. According to Wong, democratization opened up institutional spaces for the different political actors to participate in social policy making.

Korea and Taiwan are now faced with tougher challenges. Can these countries sustain their newly ‘comprehensive’ welfare states? Although the immediate task is to control rising expenditure and to keep it at an affordable level, a much tougher question is whether the government and stakeholders in the welfare state such as trade unions, medical professionals, civil society actors and citizens will be able to reach a social compromise. Under the developmental state regime the government was a sole and dominant actor in social policy making, but civil society actors and other stakeholders began to make their voices heard while government bureaucrats exposed differences among themselves according to their positions in government. Nevertheless, such changes have not led to a new mode of governance in which stakeholders in health governance would be engaged in rational discussion and deliberation in order to influence policy decisions. 

Demographic ageing will be one of the most important issues that will face the welfare state in Korea and Taiwan. It is true that demographic ageing is a reality in most OECD countries as well as in a number of developing countries. What is different in the East Asian region is the speed and scale of ageing which exceeds that of most OECD countries. Table 2 below shows that the speed of demographic ageing in Korea and Taiwan is even faster than in Japan where social policy has been restructured to meet the social needs of the elderly over the last two decades.
One of social implications of population ageing is that it will escalate social expenditure. Health expenditure will rise since the health care costs of those over 65 are higher than for younger people. It is estimated that the costs are three times as high as for people under 65 (National Health Insurance Corporation, 2004), and in consequence 22.2 per cent of health expenditure in Korea was spent on the elderly who make up 7.6 per cent of the population. Population ageing will also require a big increase in nursing facilities. Public infrastructure of other personal social services such as maternal and child welfare in these countries is still very minimal and also puts pressure on expenditures. These processes have implications for the economic and social position of women in the paid and reproductive economies. It will also place a huge strain on pension programmes. Taiwan has not yet introduced a pension programme, but has debated the institutional structure of such a programme. In the case of Korea, although the National Pension Programme has not fully matured, its financial sustainability has been seriously questioned.

Table 2. Speed of demographic ageing

	
	Year reaching the proportion of the elderly
	Time span

	
	7 %
	14 %
	20 %
	7 to 14 %
	14 to 20 %

	Korea
	2000
	2019
	2026
	19
	7

	Taiwan
	1993
	2020
	2031
	27
	11

	Japan
	1970
	1994
	2006
	24
	12

	France
	1864
	1979
	2020
	115
	41

	USA
	1942
	2013
	2028
	71
	15


Source: National Statistical Office (2001)

A recent discussion in the social policy literature raises a theoretical question about whether the welfare state in East Asia will now depart from a low cost East Asian welfare model, as argued by Croissant (Croissant, 2004). Certainly, the trend so far suggests movement in this direction. This leads us to raise two further issues. First, will Korea and Taiwan be able to control the rise of welfare costs and maintain the positive relationship between economic growth and social policy? Secondly, it is imperative for the two countries to bring about a social mechanism for compromise on sharing welfare costs. In both countries, stakeholders should be engaged in discussions, both rational and based on research, and yield a consensus on how to share the burden. The governments in Taiwan and Korea have in fact tried to bring about such mode of governance but it has not worked well so far.

Thailand – incipient universalism
Thailand is located in Southeast Asia, neighbouring Malaysia, and is similar to its neighbour not only in terms of physical geography but also in its level of economic development. Nevertheless, Thailand is very different from her neighbours in terms of its welfare geography. Instead, Thailand is faced with similar challenges as those of Korea and Taiwan. Thailand chose to extend and strengthen its welfare state with an aspiration towards universalism, as Korea and Taiwan had done after the Asian economic crisis. Subsequent policy challenges will arise in terms of financing the programmes, and maintaining a social consensus for the policy direction.
Prior to the crisis formal safety nets or social security schemes were very limited. Unemployment and other benefits were limited to only a minority of formal sector or government employees. Civil servants were covered by a pension scheme. Severance payments until 2001 covered only those formal workers employed over 3 years; social security coverage excluded those in small enterprises (under 10 people) or the self-employed. Apart from a small number of welfare programs for some disadvantaged groups, the majority of the most vulnerable had to rely on informal or traditional family or community for social protection (Paitoonpong, 2000: 15). The crisis demonstrated the limits of relying on growth and rising incomes alone for protecting the population and sustaining welfare improvements. The poverty incidence increased from 11.5 per cent in 1996 before the crisis to 15.9 per cent in 1999 after the crisis (Pongspich, Leechanawanichphan, & Bunjongjit, 2002: 317). Following the crisis, the government first implemented a number of safety net programs, partially supported by international donors, including a ‘Social Investment Programme’. More significantly, it has subsequently moved towards an expansion of universal social programmes, with an increase in public expenditures on welfare. In a nutshell, in the Thai social protection system, the share of social policy provision financed by the state has increased.
Table 3 Government expenditure on poverty reduction in Thailand  

	
	1996
	1997
	1998
	1999

	Share in total gov’t expenditure
	1.8
	2.7
	4.0
	4.2

	Share in GDP
	0.3
	0.5
	0.7
	0.7


Source: (Pongspich et al., 2002)
One of Thailand’s landmark social policies is the 30 Baht Health Plan introduced in 2002 following the landslide victory in 2001 of the Thai Rak Thai Party led by Thaksin Shinawatra. Thaksin fought the election with a promise that his government would implement a policy of universal access to health care for 30 Baht. This scheme appealed strongly to those who had not formerly had access to the public health care system. Prior to 2002, there were health care programmes for civil servants (the Civil Servant Medical Benefit Scheme: CSMBS) and formal sector workers (within the Social Security System: SSS). There were also voluntary community-based health schemes established in some rural communities. However, roughly thirty per cent of the population were outside the public health care system (Tangcharoensathien, Teokul, & Chanwongpaisarn, 2005). The 30 Baht health plan allows those who are not covered by the CSMBS and SSS to have access to the public health care system, requiring patients to pay only 30 Baht per visit. The scheme is a kind of tax-financed health care system providing a limited range of health treatments because of weak infrastructure of medical facilities, which was not reinforced in conjunction with the new plan. In consequence, those who live in areas without easy access to health facilities such as rural and urban poor areas are discriminated against in terms of access to service. 

The system is financed by the general revenue of the government, out-of-pocket payments and contributions by workers and employers. Initially there was strong concern about the financial sustainability of the 30 Baht health plan. However the total of health expenditure has remained steady in relative terms as Table 4 shows. In other words, the 30 Baht health plan did not create extra-demand for health care. What has increased is the proportion of the government share in total health expenditures.
Table 4 Health Expenditure in Thailand (in per cent of GDP)

	
	1997
	1999
	2001
	20043

	Total Health Expenditure1
	4.00
	3.50
	3.32
	3.14

	Government share2
	54
	55
	56
	64


1: in per cent of GDP; 2: in per cent of Total Health Expenditure; 3: projection

Source; who.int/health_financing/countries/thaisim-tables.pdf and (International Health Policy Programme, 2003).
Thailand also introduced unemployment benefits within the social security system in 2004 (World Bank, 2004)
.This was another bold step towards a more comprehensive welfare state. The old age pension programme within the social security system had already been extended to enterprises with one or more employees in 2002. For civil servants, the pension programme has existed since 1902 and been intermittently upgraded over the years. Despite this expansion, however, because of the large informal sector in the Thai labour market, more than fifty per cent of workers are still without any public pension plan (Kanjanaphoomin, 2004). All in all the recent welfare initiatives in Thailand have shifted the main responsibility of social protection to the state, changing the complexion of social protection, strengthening the role of the state while the family still plays the most important role. The medium and long-term question is whether the state could finance increased responsibility for social protection.
Before the sustainability of the welfare state created by the Thaksin government could really be tested, however, the government was brought down in September 2006 by a military coup d’état. Just before the coup, Thaksin’s popularity was high in the country as whole but was very low among the middle class in Bangkok. Thaksin was accused of corruption and his populist political style was unpopular among the establishment. The abrupt end of the Thaksin government may also indicate that the governance of the newly created welfare state has failed or at least that it will not have an opportunity to evolve. It raises the question of whether welfare retrenchment will be carried out by the post-Thaksin government, or whether the move towards universal social protection programmes can be sustained. The recent abolition of 30 Baht contribution in the health care plan suggested that the new government would consolidate the system.
3. Hong Kong, Singapore and Malaysia: Retrenchment

Although Hong Kong and Singapore share features of welfare developmentalism and Confucian familism with Taiwan and Korea, they stand in direct contrast to their Northeast Asian counter parts in terms of their social policy. Housing policy is one of the main contours of the welfare state in Hong Kong and Singapore. In the area of income maintenance, both of them have established provident funds in the format of defined contribution. The Central Provident Fund (CPF) has been the essential component of the welfare state in Singapore (Ramesh, 2002). Although Hong Kong introduced the Mandatory Provident Fund (MPF) in 2000, its position in the welfare state is not like that of the CPF in Singapore. Comprehensive Social Security Assistance (CSSA) has been the main programme of income maintenance in Hong Kong. Here Hong Kong was unique among the four East Asian tigers because it was tax-financed. (Only after the economic crisis did Korea introduce the tax-financed Minimum Living Standard Guarantee.) 

Hong Kong and Singapore responded to economic crisis in a different manner from Korea and Taiwan. Instead of strengthening social policy institutions, they left the welfare state in tact in terms of its overall structure. Rather, the two economies attempted to reduce social expenditures by squeezing the cost of social programmes. Previously Kwon argued that Hong Kong and Singapore responded in that way mainly because there was no strong necessity to readjust the economy as there was in Korea and Taiwan (Kwon, 2005b). Their economies were already open and highly flexible and only needed to fine-tune to the changes in the world market. In the absence of structural reform, there was no significant need to rearrange the social protection system, but the two economies rather readjusted the state welfare system in a fine-tuning manner.
As Lee points out, Hong Kong and Singapore did not carry out such fine-tuning in exactly the same manner (Lee, 2005). While the government of the Special Administrative Region (SAR) of Hong Kong mainly focused on the reduction of public spending on welfare, Singapore approached the retrenchment in a strategic way. Lee illustrates her point in relation to education which was given special priority in the East Asian developmental states. However, the Hong Kong government cut education expenditures along with other social programmes. By contrast, Singapore has stepped up its policy emphasis on education and training, while cutting down other social spending. Lee’s point suggests that Singapore maintains the policy regime of the developmental welfare state. One of the main reasons for this difference between Hong Kong and Singapore is the state capacity and strategic planning in economic and social policy. Singapore’s People’s Action Party maintains its policy authority with strong support from citizens even though democracy in the country still has an authoritarian flair. In contrast, the Hong Kong government withdrew its initial ambition to be a government of strong leadership after the economic crisis. Governance in Hong Kong is absorbed again into administration.
Despite the relative stability in the economy, which has left social protection without fundamental change, Singapore and Hong Kong may face challenges of the long-term sustainability of social protection. In particular, it is in doubt whether their social protection systems will deal with ageing effectively. Many contributors to the Central Provident Fund in Singapore have used the bulk of their savings for housing. When they retire, they may end up without substantial savings. In the case of Hong Kong, most ageing population will retire without pensions or savings since the Mandatory Provident Fund was only introduced in 2000. Once this demographic transition comes to the surface, it will be unavoidable for Singapore and Hong Kong to rethink their policy toward social protection. 
In terms of policy implications in the development context, Malaysia is more interesting than Hong Kong and Singapore. As in these two countries, the Employment Provident Fund introduced in 1951 is the main programme of Malaysia’s welfare state. There is a separate pension scheme for civil service and military personnel. Industrial accident insurance is managed by a quasi-governmental agency. Malaysia also adopted a policy regime that privileges economic development over social protection, and emphasizes the role of family in social protection (Ragaya, Lee, & Saaidah, 2002). As the Central Provident Fund in Singapore, the Malaysian Employees Provident Fund has been invested in government bonds, which have been then invested in public infrastructure and higher education. Social services are regarded as a family responsibility and state provided social services are underdeveloped.

What is unique in Malaysia is its New Economic Policy (NEP). This was introduced in 1970 after the race riots of the previous year, in order to raise the ethnic Malaysian (bumiputra) share of domestic capital to about 30 per cent, and involved redistributing capital stock ownership and education opportunities in favour of the Malay population. This is at odds with the concept of the developmental state in that redistributive policies were not a major feature of the developmental state regimes. However, it is also true that the initial redistribution before the developmental project took off was very equal in Korea and Taiwan.
 This raises a theoretical question as to whether a relatively equal distribution of income is a necessary precondition for the state to pursue a developmental economic strategy together with an instrumental social policy.

4. China and Vietnam: Managing marketisation
The stories of China and Vietnam since starting their reforms are strikingly similar and, as we will note, differ from the earlier developmental states in key respects. China’s liberalisation since 1978, closely paralleled by Vietnam’s process of Renovation (Doi Moi) from 1986, clearly prioritised economic growth with social and redistributive objectives being largely neglected during the first two decades of reform. Just as China’s rural decollectivisation paved the way for a dramatic increase in agricultural productivity stimulating growth, so too Vietnam’s Doi Moi policy started in the agricultural sector to address the serious inability to recover from war, produce sufficient food and overcome the reduction of aid from Soviet Russia. In both countries reforms have led to rapid increases in foreign investment, the development of private enterprise, reforms of the state enterprise sector and some opening up of the financial systems.

In both China and Vietnam, these liberalising policies brought about impressive improvements in growth as well as major reductions in poverty. Although Vietnam was more seriously affected by the Asian crisis, during the 1990s the economy grew on average seven per cent annually (Figure 1). GDP in 2001 was twice that of 1991, and the amount of exports increased threefold. For Vietnam, the benefits were not only economic but also political: the US ended its twenty years embargo enabling it to join ASEAN and AFTA (ASEAN Free Trade Area) in 1995 and APEC in 1998, and paving the way for its recent accession to the WTO in November 2006. 

Figure 1 GDP growth in Vietnam
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Source: UNDP (2005) 
Likewise China has maintained average growth rates of around 9% per annum for two decades, with growth accompanied by substantial declines in poverty (see Table 5). Nonetheless, Vietnam remains a poor country, while China has large numbers of people in absolute poverty – often ethnic minority groups, located in marginalised and fragile regions, excluded from market-led growth. Both countries are also undergoing rapid structural change, in terms both of urbanisation, and thus high rates of labour movement out of agriculture, and demographic ageing. Given the rural-urban divide institutionalised in both countries through household registration systems, labour mobility in particular gives rise to a process of dislocation and exclusion that warrants greater attention within social policy discussions. 
Table 5 Poverty incidence in China

	Share of the population
	1981
	1990
	1993
	1996
	1999
	2001
	2002 *

	Less than 1 $ per day
	63.8
	33.0
	28.4
	17.4
	17.8
	16.6
	14.0

	Less than 2 $ per day 
	88.1
	72.6
	68.1
	53.4
	50.1
	46.7
	41.6


*: preliminary estimate, not strictly comparable with earlier estimates

Source: (World Bank, 2007)
Further, unlike the growth of the Asian ‘miracle’ economies in the pre-crisis period, this current phase of rapid growth has not been equalizing, and in both these countries is characterized by a sharp rise in inequality. While a move away from the strict egalitarianism of the planned economy was a necessary component of growth, the extent of inequality is beginning to raise concerns among policy makers. Both countries have Gini coefficients over 0.4 and rising: Vietnam for example saw a sharp increase in the Gini from 0.33 to 0.41 between 1993 and 2002. Inequalities are becoming more visible, more entrenched and exclusionary, and have implications potentially both for economic growth and for social and political stability. To a large extent, these factors provide an impetus to both governments to direct more attention to social protection programmes and shape the new directions in which welfare reforms are moving: the objective being to prevent social tensions and rising inequalities from undermining core development and growth strategies. 

Like many of their East Asian neighbours, China and Vietnam are characterised by low overall government expenditures on welfare services and limited coverage. However, the inherited welfare systems of the two countries also set them apart from most of their neighbours. In the early decades of reform China and Vietnam continued their generous welfare provision, a legacy of the planned economy, to strategic sectors – notably the urban industrial workforce. The pre-reform welfare infrastructure is now largely unrecognisable, but as we will describe below, has continued to shape patterns of access and exclusion within a marketised economic system. At the same time, a major contributory factor to the problematic features of inequality and the erosion of welfare access for vulnerable sections of society has been the undermining of collective or public welfare provision and the marketisation of social services – including basic health and education. Both countries have seen a dramatic increase in out of pocket expenditures, with access becoming unaffordable in many rural areas and among the urban poor. 

Vietnam 

Social protection in Vietnam traditionally relied on two institutions, the household and the government. Under the socialist system, social protection was in theory the responsibility of the state, which was also the primary employer; in practice, local collectives and communities were the main financers and providers of social services and income support. While the pre-reform system had its own limits and inequities, it explicitly sought to provide guaranteed employment, free education, subsidized food, and ‘fairness’ in terms of providing access to benefits for all sectors of society. (Bach and Duong, 2006). Under Doi Moi, social protection was partly ‘societalized,’ meaning that the state withdrew from many of its functions, and individuals and families became largely responsible for their own provision: through contributions to insurance schemes or the payment of fees (including for health and education) at the point of delivery. Some steps were taken during this period to reform and extend the formal social security system: pensions and other employment related social benefits continued to cover civil servants and formal sector workers. In 1993, a compulsory health insurance was introduced to cover formal sector workers and current and retired civil servants. The coverage of these programmes however remains minimal, with social transfers estimated to reach only 9.6 per cent of the population (van de Walle, 2003: 4). 

More generally, the transition has undercut established state-sponsored forms of social protection while simultaneously leaving unprotected much of the population affected by their incorporation into a market economy. Those who have successfully found jobs in the new market economy may be able to finance their own protection programs. For others, hopes of improved lives at times seem more remote. Inequalities in access to basic services are particularly marked, with greater inequality in outcomes such as school enrolment, healthcare, child nutrition, life expectancy, unemployment, and basic sanitation. (Bach and Duong, 2006). The health care system illustrates a core source of discontent and vulnerability in the post-reform period. The pre-reform health care system emphasized equitable access to diagnosis and treatment, with an extensive infrastructure consisting of municipal and provincial hospitals, districts hospital and health care centres at the commune or ward level. Even mountainous and remote areas were served by a village health care system. This enabled Vietnam to reach levels of health status comparable with countries with much higher levels of economic development, with low levels of infant mortality and a high life expectancy rate at birth. In the reform period, however, healthcare has become dependent on out-of-pocket spending, with the distribution of health increasingly reflecting inequalities throughout the population, especially across regions and between ethnic groups. Private, out-of-pocket spending now comprises nearly 80 per cent of total spending on health care in Vietnam.
 (Bach and Duong, 2006)
With the continuing aggregate successes of market reforms and economic growth, the Vietnamese government now faces the challenge of implementing its own goals of a “growth with equity” development strategy. Social protection, as a concept, is new and, in the absence of more institutionalized and politically familiar strategies of a centrally-planned, command economy, the government’s capacity to craft effective programs that fit a market economy is only starting to emerge.  Government organization reflects an ambiguous and hesitant beginning.  According to a 2003 Decree,
 the Ministry of Labor, War Invalids and Social Affairs (MOLISA) has the primary responsibility for social protection policies. However, programmes are fragmented among different departments and ministries, as the political and bureaucratic apparatus has not yet transformed itself to meet the requirements of the market economy.
China 

China’s social policy has similarly been guided by a strong belief in the primacy of economic growth and the role of the family in protecting its members. The past decades have witnessed widening gaps in income and wealth, drastic increases in the number of laid-offs and the unemployed, reduction or loss of welfare benefits and services including pensions, health care, education and subsidised housing, for families and vulnerable individuals, and the emergence of wide-spread urban poverty. As such, families in post-reform China face formidable challenges in taking up the responsibility of providing social protection to its members. The escalation of costs of basic social services, particularly health and education, places huge financial burdens on families. (Zhang, 2006). As in other parts of East Asia, this process is being exacerbated by China’s rapid demographic transition and high dependency rates hastened by stringent family planning policies. 

China’s formal system of welfare provision developed from the 1950s and (as in Vietnam) was integrated into the organisation of the economy through the collective organisation of production, an egalitarian system of income distribution, combined with an institutional system of relief designed to provide minimal economic and social security for most of the population.
 A generous ‘cradle to grave’ urban welfare system helped win political support for the new Communist state in the 1950s and underpin the stability of the regime; for others ad hoc relief programmes provided for the minority of urban residents without a work unit and for the rural population.
State sector restructuring in the late 1990s necessitated a new framework for urban social security, aimed at breaking the link between the enterprise and social provision while smoothing the transition (Chow and Xu, 2001). Three components of the new systems were 1) Social insurance programmes, covering pensions,
 health care and unemployment funded by contributions from employers and employees; 2) Assistance for laid-off workers in the form of a basic living allowance funded in principle from a combination of central government, enterprise and social insurance contributions. This was a transitional measure which has now largely been phased out; and 3) A non-contributory means-tested social assistance programme which provides a basic living allowance to individuals whose per capita household income falls below a locally determined minimum living standard. The third represents China’s major social protection scheme, and is now being expanded into rural areas. Funding is primarily from local budgets with some allocations from the central government to assist poor regions. 
As in Vietnam, the Chinese system remains clearly demarcated between rural and urban populations, institutionalising this difference through a household registration system which essentially entrenched a system of dual citizenship, and still shapes patterns of access and exclusion – to jobs, services and benefits, particularly for migrants. Rural social protection schemes remain fragmented, limited in scope and coverage, and reliant for funding principally on local resources (Cook, 2003). 
The issues driving on-going reform in the welfare sector include a commitment to achieving a basic level of well-being (xiaokang) for the population, a recognition of the relationship between social and economic development and – closely related – a concern with social stability. While in the 1990s threats to social stability were perceived to come principally from the urban sector, so that significant government efforts were devoted to reforming urban social security, this dynamic has now shifted. Some of the most serious challenges to social stability and government legitimacy have emerged in rural areas, and the current leadership has diverted attention and resources to addressing these. The result over the past three years has been a shift in policy focus: reducing the tax burden on farmers through the abolition of agricultural taxes, abolishing fees for education and substituting funds through direct central government transfers, the establishment of a new Rural Cooperative Medical Scheme (NCMS), supplemented by Medical Relief, and the expansion of the Minimal Living Guarantee Scheme to rural areas. These initiatives are all in early stages, and – particularly in the case of the NCMS – face serious problems of under-funding and implementation. A counterweight to fears of social unrest as a motivation for expanding social protection, however, is the deep-rooted and widely shared fear of creating welfare reliance and an unsustainable financial burden on state revenues – a feature of other developmental states.

Developmental state dilemmas? 

The experiences of China and Vietnam appear to provide further evidence to counter the neo-liberal argument that welfare policies have only a marginal role to play in the context of market-driven globalisation (Kwon 2005). They illustrate a positive use of welfare policies in maintaining political support and legitimacy for the on-going reform process, managing the costs of restructuring and incipient social unrest. On the other side, and in contrast to other developmental states where investment in human capital was a key component of the strategy to increase economic competitiveness, the disinvestment in human capital in the reform era may undermine longer-term competitiveness and growth in a more globally integrated economy. (Tsai and Cook, 2005). 

In this and other essential respects, therefore, the experiences of China and Vietnam are at best ‘selective’ developmental welfare states (Kwon, 2005). The Communist leaderships in both China and Vietnam have continued to emphasise their pursuit of a socialist market economy – a seemingly paradoxical notion which implies that the Communist Party will maintain its political power while pursuing economic development based on market principles. Despite emerging social tensions, both countries continue to reaffirm the policy rationale of maintaining political stability to ensure continued economic growth. In the wider East Asian context, this strategy shares some developmental state features: economic development is set as the overarching goal of society; the state has strong policy autonomy over social interests; and state planning, finance and foreign trade ministries are key actors in the economic development process. Despite these demonstrated developmental state qualities, however, these transitional economies depart from the model in key respects. 
Of relevance here, is the need to recognise the different political and economic conditions facing China and Vietnam as ‘late liberalisers’ (Pekkanen and Tsai, 2005), requiring more liberal rather than statist developmental strategies. This combination of changed domestic and global conditions of late liberalisation, combined with the nature of their domestic transition and their distinctive pre-reform legacies, produces a range of political and social challenges that ultimately may yet destabilise the developmental strategy of the past two decades (Tsai & Cook, 2005). The major dilemma thus remains: will China and Vietnam be able to follow Taiwan and Korea in achieving ‘socially inclusive’ growth? The evidence to date – of rising inequalities, vulnerability and entrenched forms of exclusion – may not appear optimistic. 

This dilemma resonates with debates over the role of the state and its relationship with the market within China and Vietnam.
 As Tsai and Cook argue in the Chinese case: 

…the erosion of the pre-reform era political and social contract with elite workers in the state sector, and of the institutions of redistribution that provided some degree of security to the majority of people, new mechanisms are required to generate a more inclusive growth strategy. Balancing the competing goals of continued growth and liberalization with political stability will require that the government strengthens its redistributive functions to ensure the inclusion or compensation of those who currently pose a threat to social stability. Such redistributive objectives – whether achieved through the fiscal and social security systems, investments in human capital and the provision of public goods and services, or other compensatory mechanisms - may conflict, however, with the interests of those who have continuously benefited throughout the reform process. The latter include agencies and individuals within the Chinese state who have leveraged their political capital and connections through the marketization of power. Addressing this challenge requires a combination of institutional flexibility and change, alongside a central state that is strong enough to manage conflicting interests without sacrificing its economic development agenda. (2005: 63)
While many of the features that have created growth may paradoxically limit future developmental options, the ability of other East Asian states to adjust their economies and expand social protection in the wake of the crisis may offer a more optimistic alternative.
5. Indonesia, Laos, Cambodia and North Korea: Social protection in low income countries
Indonesia’s income level (of approximately $1300 per capita) places it alongside the Philippines, and well above the low income Mekong countries of Laos and Cambodia (and Vietnam). However, following a period of rapid pre-crisis growth, it has struggled to recover from the impact of the financial crisis – which was longer and deeper than in most other countries (although the depth and severity is disputed – see Feridhanusetyawan, 2000), and has subsequently been hard hit by major natural disasters (notably the Tsunami). Combined with political instability and internal conflict, social protection mechanisms in Indonesia have become an important instrument for protecting the poor and managing political tensions in a new democracy.
The country was unprepared for crisis; safety net mechanisms were inadequate and the response was slow and largely ineffective, and may even have exacerbated the situation. Before the crisis, only civil servants and formal sector workers were covered by the limited programmes: Taspen (government employees’ retirement benefits) and Jamsostek (the formal sector workers’ programme for industrial accident compensation, retirement benefits, and health care). Jamsostek covered employees in workplaces with more than ten people. Social protection for informal sector workers who were more than 60 per cent of the employed was left outside social policy before the crisis (Tambunan & Purwoko, 2002). Although it was not so clearly manifested as in Korea and Taiwan, it can be said that the pre-crisis social protection system in Indonesia was also based on welfare developmentalism and familism. 
The IMF reform package of June 1998 – a year after the crisis began – included a package of safety net programs. In the government budget of that month, however, the main social expenditures were devoted to fuel and electricity subsidies – not well-targeted at the poorest groups (Feridhanusetyawan, 2000:156). A subsequent readjustment of the program combined four key elements designed to help protect the pre-crisis poor as well as those made poor as a result of the crisis through a fourfold strategy: (i) ensuring the availability of food at affordable prices, (ii) supplementing purchasing power among poor households through employment creation, (iii) preserving the access of the poor to critical social services, particularly health and education, and (iv) sustaining local economic activity through regional block grant programs and the extension of small-scale credit (Suryahadi et al. 2006). Appendix Table 5 provides a complete list of the various social safety net programs established by the Government of Indonesia to mitigate the social impact of the crisis. 

Post-Crisis Social Protection Programs

Although most of these programmes continue to the present, they have undergone significant modification. In 2001, the government introduced a new program aimed at reducing the general fuel subsidy, but providing more targeted subsidies to the poor. The subsidized rice programme has been maintained, but changed its name to ‘rice for the poor’, in an effort to discourage the non-poor from obtaining benefits. In July 2005, the scholarship program for primary and junior secondary schools was dramatically changed to a block grant program provided to schools instead of poor students. Schools that receive this grant can use the funds for any school operational costs, excluding teacher salaries and school construction activities, with priority given to assisting students from poor families.
The health card program has also continued, but with changes in its management. Originally, in line with the decentralization policy instituted in 2001, the government transferred authority to manage this program to the district level. However, with the enactment of a new Social Security Law at the end of 2004, the government recentralized the management of the program under a state owned health insurance company and renamed it the ‘health insurance for the poor’ program. 

In October 2005, due to the hike in the international oil price, the Government of Indonesia increased domestic oil prices by an average of 120 percent. To cushion the negative impact of this policy on the poor, it launched a one year direct cash transfer (Subsidi Langsung Tunai: SLT) program, providing a supplementary income of Rp. 100,000 (around US$ 11) per month per eligible household, determined via a proxy means test. This fund was distributed quarterly to 14.9 million poor households in the first round of distribution, increasing to 19.2 million households in the subsequent rounds. Initial assessment of the implementation of the direct cash transfer programme was not encouraging. The leakage to those not eligible and under-coverage of the poor both took place although it was not so high as expected (SMERU, 2006). The state administrative system is not able to deliver the direct cash programme, which often leads to protests and sometimes violent clashes between people and police. 
Laos and Cambodia

Laos and Cambodia face very different economic and structural conditions to other countries in the region. Predominantly rural economies, with small but young populations, their economies did not suffer the direct effects of crisis, but indirectly the social impacts were transferred particularly to the poor. In Cambodia for example the indirect impact of the crisis on social development occurred as wage labourers suffered declining incomes and loss of jobs; inflation of essential items adversely affected poor populations; and pressure on livelihoods forced poor household to withdraw their children from school to support their families. Migrant workers from both Cambodia and Laos in Thailand were adversely affected as competition even for unskilled jobs increased. In addition, as Cambodia imports almost all of its modern medical supplies, the rise of health care costs caused by the depreciation of foreign exchange rate was damaging for the already vulnerable population.

Thus while growth has been maintained at around 6% per annum, poverty reduction has been relatively slow or uneven. In Laos, there has been substantial overall reduction in poverty. Between 1993 and 1996, the proportion of people living below the national poverty line fell from 45 to 39%, and to an estimated 32.7% in 2003. This however varies significantly by region and between rural and urban areas. Inequality is increasing: the Gini index estimated by per capita consumption was 35.7 percent in 1997/98, compared to 28.6 percent in 1992/93 and those in the poorest quintile are not benefiting from growth. In Cambodia poverty reduction was more modest: from 39 to 36% between 1994-99, again alongside growing inequality. 
In both countries population growth while declining remains relatively high. In Laos population growth averaged 2.8% between 2000 and 2005. One consequence is a large school age population: in 2000, 45% of the population was under 15 years old. Given the shortage of arable land, another consequence is rapid migration and urbanization, with the urban population growth at 5% per year. Similarly in Cambodia, the fertility rate remains high at 4.00 in 2000, with a population growth rate of 2.01% and 44% of the population is below the age of 15. 

The structural conditions and challenges faced by these countries differ significantly from most of those discussed so far. Minimal formal social security programmes or other forms of social protection are in place. In Laos, a social security programme was introduced in 1986, which has health care and retirement benefits. In 1999 a social security programme for private sector was introduced in 1999, but its coverage is only about 60,000 workers in workplaces with more than 100 employees in Vientiane areas (Thompson, 2002). Both countries have a PRSP process, which aims at creating a framework for reducing poverty particularly in the poorest districts. Social investments are also increasing. In Laos, social sector expenditure, of which education and health constitute two-thirds, as been increasing yearly: from 28% in 2003-2004 to 34% in 2004-2005. Similarly, the Government of Cambodia has committed more resources towards priority sectors of education, health, rural development and agriculture. 

Informal mechanisms and coping strategies are the main options for vulnerable households, one of which is migration. In both Cambodia and Laos, migration is an important source of income and livelihood – one that was also vulnerable at the time of crisis. This is also the case for many other countries in the region, with considerable mobility of labour between as well as within countries (particularly Vietnam and China). This suggests an important wider agenda for research: on the role of social protection in protecting mobile populations, where in most cases access to benefits depends on citizenship and place of residence. 

North Korea

North Korean economy experienced a serious contraction in the 1990s. In particular, the agricultural and manufacturing sectors registered a constant decline. North Korea suffered from a massive scale of famine in the early 1990s and many people died of starvation. From the late 1990s agricultural sector recovered to some extent, but North Korean people found it hard to maintain their already minimum level of livelihood. This disastrous economic failure was caused by the loss of capital stock, lack of technological innovation and policy mistakes. The most direct shock to the economy came from the collapse of the communist block in Eastern Europe and Russia which was the source of aid and partners of trade for North Korea. In particular, North Korea suffered from a shortage of petroleum, which used to be imported from the Soviet Union. It led to a sharp decline in the domestic production of fertilizers, most of which was petroleum based, and then to agricultural failure (Kwon, 2006).

North Korea received food support from the international community for more than ten years and also economic aid from China and South Korea, which reached the equivalent of 75.8 per cent of North Korean export in 2001 (the same figure 35.9 per cent in 2005). Despite a number of attempts to reform the economy following Chinese open-door policy, the nuclear stand-offs with the US in 1993 and 2002 prevented North Korea from making any meaningful progress. Most recent and significant economic reform was carried out in July 2002. The reform increased sharply price in food and other essential goods distributed by the government. For instance rice and maize price in the public distribution centre rose by 51 and 34 times respectively (FAO, 2004: 11). The government also increased levels of wage by 20 fold depending on the types of work. It also legalised farmers’ markets at the local communities, where people sell various products of garden plots. This reform aimed at introducing a basic market mechanism to the society while reducing financial burden of the government. 

The most immediate impact of the reform was hyper-inflation and serious threat to the livelihood to those children in the kindergartens, nurseries, and orphanage, the elderly and those who lack means to support for themselves. The situations were worse in urban areas than rural communities where people can adopt various coping strategies such as relying on garden plot products. The state social protection system which was established in the late 1940s and 1950s has been left deteriorating for many years and it hardly works in any sense. The ‘Twenty Basic Policies’ in 1946 established the welfare state in North Korea, which comprised social insurance for pensions and industrial accidents. The health care system was also introduced at the same time. These programmes stopped working effectively in the 1990s and the only programme used to provide social protection to all North Korean people was state distribution of food. The programme handed out 900 grams of rice per day to labourers, 400 grams to students and the elderly and 200 grams to children (Nam, 2003). The July 2002 reform which increased the price by 500 times meant the end of this programme effectively. 

With the nuclear dispute unresolved, it would be difficult to see whether the July 2002 reform would make any significant economic progress. While agricultural production in North Korea continues to fall short of the required amount for minimum subsistence, North Korean people remain highly vulnerable.

6. A policy and research agenda for social protection in Asia: gaps and questions
To summarise some key elements from the preceding discussion: several East Asian countries at varying levels of income and economic development have expanded their social protection systems over the past decade. A major impetus was the financial crisis of 1997-8. For some countries (Korea, Taiwan), the crisis was the motivation needed to force the restructuring of their economies, and an expansion of (partly tax-financed) social protection was a necessary component for managing this restructuring. A similar motivation for expansion exists in transitional economies having to restructure state sector enterprises (China, Vietnam). For other countries, the expansion of social policy was less about economic restructuring than about the desperate need for ameliorative measures to mitigate the extreme pain of the crisis (Indonesia). While Thailand also introduced short term safety net and social fund programmes at this time, these moved under a populist government to the expansion of universal tax-financed programmes. In Indonesia, the inadequacy of safety net provisions exacerbated the social impacts: the result has been an inability to dismantle safety net mechanisms; however, these are now becoming institutionalised and better targeted as measures to protect the poor and vulnerable. 

The preceding discussion has highlighted various aspects of the economic, social and political forces which shape the social protection system in the context of economic reforms. What does this mean for other countries in the region? How can the synergies between economic development and social protection be fostered and maintained, even at lower levels of income and growth? The remainder of this concluding section raises a series of questions or concerns for consideration and potential future research. 

Returning to the core question raised at the start: What social policy institutions should be chosen for low income East Asian countries in order to achieve economic development and adequate social protection given policy constraints? And what do we need to know to answer this question?
The almost complete absence of welfare provision by the state in low income economies raises a series of questions about choices and options for promoting economic development while still providing some level of social protection. Are there lessons from the developmental states of East Asia? While there appears a loose correlation between income and type or level of provision, is this inevitable? Do the different global conditions facing the current low income economies necessitate fundamentally different strategies or is there still space for welfare developmentalism? What are the implications of ‘unequalising growth’ for social protection, and, conversely, can social protection have a role in generating inclusive growth in the current phase of development? How can protection be assured to vulnerable groups even at moments of crisis and recession?

Some of the conditions existing in Asia may be a source for optimism: as some welfare states move from ‘selective’ to ‘inclusive’ do we have stronger evidence from which to argue for the benefits or necessity of inclusive growth through social policies? Does this shift to inclusiveness also imply a parallel shift from an instrumental role for social protection to a social rights discourse, and what are the implications (for financing and provision)? 

Built into the notion of instrumental approach to social policy embodied in the developmental states, is a resolution of issues of cost, affordability and sustainability. Wider challenges exist (particularly for other regions) where real growth per capita is more constrained: are there lessons for slow growing economies about priority social expenditures that can support (or at least not undermine) current growth, while providing the conditions (through human capital development, protective interventions that simultaneously enhance productive activity, etc.) to strengthen future development? A rights-based discourse tends to ignore the real costs of provision: for poor countries, what role can and should the international community play in ensuring social protection as a right?
While we have not delved deeply into financing mechanisms in this paper, another research question (particularly in the light of rising inequality) concerns the relationship between mechanisms of financing and equity outcomes. There has been a significant expansion of programmes funded from general tax revenues, and increased government social sector expenditures, across the region.  Evidence from a regional health study makes a strong argument in support of universal tax-financed health programmes as the most effective mechanism for ensuring equitable access to basic health services: private systems combined with targeted and means tested access for vulnerable groups produce regressive and inefficient outcomes and out of pocket expenditures may increase poverty (O'Donnell, Doorslaer, & Rannan-Eliya, 2007).
A critical dimension of equity, largely ignored in the above discussion, is that of gender. East Asia has varied patterns of female labour force participation and other indicators of female well-being and empowerment, and significant debate exists over whether the patterns of growth seen in the developmental regimes of Northeast Asia have improved the status of women in these societies (Peng, 2006). There are of course contradictory trends: one central issue which requires further analysis is the consequence of demographic aging and reduced household size on women’s role in the paid, unpaid and care economies. As Kwon and Won (2007) notes in the case of Korea, the main increase in employment has been in temporary jobs, which are often not covered by social protection, and – at least in some sectors – are disproportionately filled by women. In Taiwan, where jobs have been created inadequate investments have been made in complementary services – child and elderly care for example – to reduce the double burden on working women. 
Viewing employment as a core dimension of and complement to social protection, the links between the types of employment being generated under the global economic conditions facing the now developing countries also needs further consideration. Across the region, informal employment is making up a larger share in the total – thus excluding the majority of those workers from access to social security benefits, and from basic labour rights and employment (and by extension livelihood) security. As noted earlier, many of these workers are female; and many are highly mobile and need to migrate to find employment. This raises a challenging new set of questions – largely not addressed in the more ‘stable’ employment contexts of the East Asian developmental states: how to expand social protections to populations who survive largely outside any formal institutions; how to link social protection programmes for informal workers to formal systems; and how to ensure protection for migrants across borders. 

The developing countries in East Asia benefit from a reasonably strong regional organisation: ASEAN and AFTA may provide a number of advantages for development across the region. Currently under discussion is an ASEAN ‘Social Charter’ which would raise the profile of issues of social protection and labour rights on regional and national agendas. With an increasing voice of civil society, unions and other social organisations heard through these mechanisms, new forms of democratising pressure may be brought to bear on governments to create more inclusive mechanisms of protection. This may also be a forum for consideration of the problematic issue of protecting the large migrant population in the region.
A final emerging issue for the region concerns the increasing aid flows within Asia, and what this means for sharing lessons and experiences. Japan has long been a major donor in the region. Korea has increased flows, as illustrated below in the case of Vietnam (see Table 6). Korea’s presence as a bilateral partner in Vietnam is significant. Vietnamese policy makers have been keen to learn from Korean experience while the Korean government is eager to help Vietnam’s effort economic development. Since 1992 when Vietnam and Korea normalized diplomatic relations, development cooperation has increased sharply along with trade. Vietnam is also the most important partner to the Korea International Cooperation Agency (KOICA), bilateral development agency established in 1991. China too has a rapidly expanding aid program. These new channels for influence, cooperation and regional support, together with the traditional aid flows and donor assistance, potentially have an important role in supporting a regional agenda to address the questions raised above.
Table 6 Development Assistance to Vietnam (2001-2003, in million USD)

	Japan
	France
	Denmark
	Germany
	Australia
	Sweden
	Net’lands
	UK
	Korea
	Belgium

	584.4
	74.1
	51.76
	48.1
	37.9
	30.1
	27.1
	20.2
	19.3
	16.9


Source: OECD (2005)
Endnotes

References 
Bach, R. and L. Duong (2006) Social protection and market reforms in Vietnam Paper prepared for Ford Foundation Research Programme on Social Protection in Asia. 

Chow, N. & Xu, Yuebin (2001), Socialist Welfare in a Market Economy: Social Security Reforms in Guangzhou, China, Ashgate.

Cook, S. (2003) Creating wealth and welfare: Entrepreneurship and the Developmental State in Rural China in R. Benewick, M. Blecher and S. Cook (Eds.) Asian Politics in Development: Essays in honour of Gordon White London: Frank Cass
Cook, S. (2002) From rice bowl to safety net: Insecurity and social protection during China’s transition’ Development Policy Review, 20 (5) 615-635.
Cook, S., Kabeer, N. and Suwannarat, G. (2003) Social Protection in Asia, Delhi: Har-Anand 
Croissant, A. (2004). Changing welfare regimes in East and Southeast Asia: Crisis, changes and challenges. Social Policy & Administration, 38(15), 504-524.

Esping-Andersen, G. t. (1990). The Three Worlds of Welfare Capitalism. Cambridge, UK: Polity Press.

FAO. (2004). FAO/WFP Crop and Food Supply Assessment Mission to the Democratic People's Republic of Korea. Rome: Food and Agricultural Organization and World Food Programme.

Feridhanusetyawan, T. (2000). The Social Impact of the Indonesian Economic Crisis. In Thai Development Research Institute (Ed.), Social impacts of the Asian Economic Crisis in Thailand, Indonesia, Malaysia and the Philippines. Bang Kok: TDRI.

Goodman, R., & Peng, I. (1996). The East Asian Welfare States: Peripatetic Learning, Adaptive Change, and Nation-Building. In G. Esping-Andersen (Ed.), Welfare State in Transition: National Adaptations in Global Economies. London: Sage.

Goodman, R., & White, G. (1998). Welfare Orientalism and the Search for an East Asian Welfare Model. In R. Goodman, G. White, & H. J. Kwon (Eds.), The East Asian Welfare Model: Welfare Orientalism and the State. London: Routledge.

Gough, I. (2001). Globalization and Regional Welfare Regimes: The East Asian Case. Global Social Policy, 1(2), 163-189.

Gough, I. (2004). East Asia: the limits of productivist regimes. In I. Gough & G. Wood (Eds.), Insecurity and Welfare Regimes in Asia, Africa and Latin America: Social Policy in Development Context. Cambridge: Cambridge University Press.

International Health Policy Programme. (2003). National Health Account in Thailand in 1994-2001.

K. Koh, Y. Chang, & Lee, N. (2003). Estimation of Net Social Expenditures in Korea on the Basis of the OECD Guidline. Seoul: KIHASA.

Kanjanaphoomin, N. (2004). In Pension Fund, Provident Fund and Social Secuirty in Thailand. Paper presented at the Pension in Asia: Initiatives, Compliance and their Role in Retirement, Hitotsubashi University.

Kwon, H. J. (1999). East Asian welfare states in transition - Challenges and opportunities. IDS Bulletin, 30(4), 82-93.

Kwon, H. J. (2005a). Social Policy and Development. Social Policy and Society, 4(4), 467-473.

Kwon, H. J. (2006). Korea, North. In T. Fitzpatrick, H. J. Kwon, N. Manning, J. Midgley, & G. Pascall (Eds.), International Encyclopedia of Social Policy (Vol. 2). London: Routledge.

Kwon, H. J. (Ed.). (2005b). Transforming the Developmental Welfare State in East Asia. London: UNRISD/Palgrave.

Kwon, H. J., & Won, S. (2007). The Political Economy of Care in the Republic of Korea. Seoul: Graduate School of Governance, Sunk Kyun Kwan Univ.

Lee, E. W. Y. (2005). The renegotiations of the social pact in Hong Kong: Economic globalization, socioeconomic change, and local politics. Journal of Social Policy, 34(2), 293-310.

Nam, S. (2003). Analysis of production and consumption behaviour of North Korean people after the July 2002 reform. Unification Research, 40(2), 101-129.

National Health Insurance Corporation. (2004). National Health Insurance Statistical Yearbook 2003: NHIC.

National Statistical Office. (2005). Yearbook of Health and Welfare Statistics (Korea). Seoul: NSO.

O'Donnell, O., Doorslaer, E., & Rannan-Eliya, P. (2007). The Incidence of Public Spending on Healthcare: Comparative Evidence from Asia. World Bank Economic Review, 21(1), 93-123.

OECD. (2005). Geographical Distribution of Financial Flows to Aid Recipients 2000-2004. Paris: OECD.

Paitoonpong, S. (2000). Synthesis Report. In T. D. R. Institute (Ed.), Social Impacts of the Asian Economic Crisis in Thailand, Indonesia, Malaysia and the Philippines. Bangkok: TDRI.

Pekkanen, S. & K. Tsai (2005) Introduction in S. Pekkanen & K. Tsai (Eds.), Japan and China in the World Political Economy. London: Routledge.
Pongspich, A., Leechanawanichphan, R., & Bunjongjit, N. (2002). Social Protection in Thailand. In J. Marei (Ed.), Social Protection in Southeast and East Asia: Towards a Comprehensive Picture. Singapore: Friedrich Ebertung Stifutung.

Ragaya, H., Lee, H. A., & Saaidah, A. R. (2002). Social Protection in Malaysia. In A. Erfried, M. Hauff von, & J. Marei (Eds.), Social Protection in Southeast and East Asia. Singapore: Friedrich Ebert Stiftung.

Ramesh, M. (2002). Welfare Capitalism in Southeast Asia. London: Palgrave.

Ramesh, M. (2004). Social Policy in East and South East Asia: Education, Health, Housing and Income Maintenance. London: Routledge.

Rieger, E., & Leibfried, S. (2003). Limits to globalization : welfare states and the world economy. Cambridge, UK: Polity Press in association with Blackwell Pub. Oxford UK Malden MA.

SMERU. (2006). A Rapid Appraisal of the Implementation of the 2005 Direct Cash Transfer Programme in Indonesia: A Case Study in Five Kabupaten/Kota. Jakarta: SMERU.

Suryahadi, A., Widyanti, W., Suryadarma, D., & Sumarto, S. (2007). In Targeting in Social Protection Programs: The Experience of Indonesia. Paper presented at the Governing Global Social Policy and East Asia, Sung Kyun Kwan University.

Tambunan, T., & Purwoko, B. (2002). Social Protection in Indonesia. In J. Marei (Ed.), Social Protection in Southeast and East Asia: Towards a comprehensive picture. Singarepore: Friedrich Ebert Stifutung.

Tangcharoensathien, V., Teokul, W., & Chanwongpaisarn, L. (2005). Challenges of Implementing Universal Health Care in Thailand. In H. J. Kwon (Ed.), Transforming the Developmental Welfare State in East Asia (pp. 257-282). London: Palgrave.

Thai Development Research Institute. (2000). Social Impacts of the Asian Economic Crisis in Thailand, Indonesia, Malaysia and the Philippines. Bangkok: TDRI.

Thompson, K. (2002). Social Protection in Lao PDR. In M. John (Ed.), Social Protection in Southeast and East Asia: Towards a Comprehensive Picture. Singapore: Friedrich Ebert Stifutung.

Tsai, K., & Cook, S. (2005). Developmental dilemmas in China: Socialist transition and late liberalisation. In S. Pekkanen & K. Tsai (Eds.), Japan and China in the World Political Economy. London: Routledge.

UNDP. (2005). Vietnam Development Report. New York / Hannoi: UNDP.

van de Walle, D. (2003). Testing Vietnam's Public Safety Net. Washington D.C.: the World Bank.

White, G. (1998). Constructing a Democratic Developmental State. In M. Robinson & G. White (Eds.), The Democratic Developmental State: Politics and Institutional Design. Oxford: Oxford University Press.

Whiteford, P. From Enterprise Protection to Social Protection: Pension Reform in China. Global Social Policy, 3(1), 45-77.

Wilenski, H. (1975). The Welfare State and Equality: Structural and Ideological Roots of Public Expenditure. Berkeley: University of California.

Wong, J. (2004). Healthy Democracies: Welfare Politics in Taiwan and South Korea. Ithaca: Cornell University Press.

World Bank. (2004). Thailand Economic Monitor. Bangkok: World Bank.

World Bank. (2007). World Development Indicators. Washington, DC: World Bank.

Zelenev, S. (2005). In Forging Partnership for Social Protection in South and East Asia. Paper presented at the Social Protection for Chronic Poverty, Institute for Development Policy and Management.
Zhang, X. (2006) The role of the family in Social Protection. Paper prepared as part of Ford Foundation Research Program on Social Protection in Asia.


Biographical notes

Sarah Cook is Fellow at the Institute of Development Studies, University of Sussex, UK. She is a development economist and China specialist whose work focuses on the social consequences of economic reform in China. Current projects include work on social protection in Asia, social welfare in rural China and the informalisation of employment in China.
Huck-ju Kwon is Professor and Director of the BK21 Governance Programme, Sung Kyun Kwan University, Korea and Regional Editor of Global Social Policy for East Asia. His research interest is on comparative social policy in East Asia, the politics of social policy and global governance. He is the series editor of the Palgrave series on ‘Social Policy in a Development Context’. His book, Transforming the Developmental Welfare State in East Asia (Palgrave, 2005) is one of the books in the series.
Acknowledgements
This paper was initially prepared for the International Workshop on Social Protection at the Centre for Social Protection, Institute of Development Studies, University of Sussex, 23-24 September 2006. It was also presented at the international workshop organised by the BK21 Governance Programme, 25-26 January 2007. We would like to thank Armando Barrientos, Sook-jong Lee, Kar Lin and Ito Peng for their comments, which have been useful for the revision of the paper. Thanks are also due to Soyoung Yoo, Jeongwon Yeo and Eunsil Yoo for research assistance.
� The welfare state in this paper refers to a set of public policies and institutions that aim to protect citizens against poverty and social contingencies. This does not necessary mean that the level of social protection is adequate, nor that welfare programmes within the welfare state are comprehensive. 


� East Asia refers to the countries of north east and south east Asia, including includes Japan, DPRK, South Korea, China, Taiwan, HK, Singapore, Thailand, Indonesia, Philippines, Malaysia, Lao, Myanmar, Cambodia, and Vietnam. Mongolia is not included here as it is discussed elsewhere along with the transition economies of central Asia. We also do not attempt to discuss DPRK and Myanmar in any depth; nor do we attempt to provide comprehensive coverage of the full range of countries, but rather to use selected groups to illustrate different characteristics and policy regimes relevant to social protection.


� Unemployment insurance provides benefits to those who involuntarily leave their jobs for 180 day 50 per cent of their previous salaries. For those who voluntarily leave their jobs benefits will be given for 90 days 30 per cent of the previous salaries.


� This initial egalitarian distribution of wealth was largely due to previously implemented land reforms.


� Adams, 2005.


� Decree No. 29/2003/ND-CP of 31 March 2003 on the Functions, Responsibilities, Powers and Organization of the Ministry of Labor, the War Invalids and Social Affairs (MOLISA).


� For a detailed description of China’s pre-reform welfare system, and the reforms up to around 2000 see Cook, 2003.
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�For China, Fewsmith describes the competing views of the pro-market liberals, the neo-conservatives arguing for a stronger role for the state in directing markets, and those placing more emphasis on social justice and equity issues in the development process (Fewsmith 2001). See also Wong, L. (2004).
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