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by only 0.9 percent in 1998, and an estimated 633,753 hectares of agricultural land lie idle while the country spends M$9 billion on food imports.
The indifference to the agricultural sector, including the plantation sector, was symbolized by the renaming of Universiti Pertanian Malaysia to
Universiti Putra Malaysia in mid-1997, just on the eve of the crisis.
Second, the reliance on cheap foreign labor, which constitutes a quarter ofthe labor force, had alreadybeen criticized as hindering the development of a higher-value-added and technologically sophisticated
industrial base. With the emergence of mass layoffs of migrant workers
and the difficulty in ensuring their repatriation, a security dimension has
arisen in the public consciousness, adding fresh urgency to the call for a
clear policy on foreign labor.
The third concerns human developmept issues. The inadequacy of national investment in health care, education, skills training and retraining,
and housing, as well as the absence of an adequate social safety net for the
poor, the elderly, and the unemployed, has been highlighted as a direct

consequence

of the economic crisis. This has acquired particular

significance in light ofthe aging ofthe population structure, the urgent
need for a better-educated work force, and the increasing closure of emigration and employment opportunities elsewhere in the region.
The World Bank (1998b, 96) reports that its initiatives in Malaysia include undertaking surveys that will include an overview of poverty and
the social safety net, as well as an analysis of how the poor may be affected
by the downturn. The report will also recommend action to cushion the
impact of the crisis on the poor. A US$300 million economic and social
sector loan approved in June 1998 will support a reduction in the fiscal
surplus from 2.5 to 0.5 percent of GDP by increasing public expenditures
on the social sectors. The loan seeks to protect budgetary spending on
education, health, and rural infrastructure and to increase expenditures
on social safety net programs aimed at providing direct support to the
poor (free housing and food supplements) and income generation through
small grants. Longer-term issues about the adequacy of formal safety nets
and the governance structure of the Employee Provident Fund will be addressed through a Technical Assistance Loan and economic and sector work.

Philippines
The World Bank (1998b, 96) reports that it carried out a rapid social assessment to gauge the effects of the crisis and understand household coping
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strategies. Poverty work scheduled for fiscal year 1999 will have access to
the results of the 1998 Income and Expenditure Survey (FIES is carried

out every three years) and contribute to the early implementation of the
Annual Poverty Incidence Survey. This will provide a useful analysis of
the impact of the crisis, evaluate the effectiveness of government policies
to alleviate poverty, and provide policy directions for the future.

Thailand
The Nation (19 October 1998) reports that the government is gearing up
to increase the safety net loans as the queue of applicants is getting longer.
Under a government scheme to provide interest-free loans as venture capital, laid-off workers, financially troubled farmers, and aspiring vendors
are eligible to apply for up to B15,000, to be paid back over a five-year
period, to start up small independent businesses. As the economic crisis
set in last year, workers flocked to avail themselves of the venture capital
and within months the fund was depleted, leaving a long waiting list. For
1998, the government has allocated an additional 8300 million as emergency funds. Although this is enough to assist 32,000loan applicants,
72,319 people have already applied.
The World Bank (1998b) reports on the "Thai social fund," a US$300
million loan package for job-creation schemes in rural areas using existing labor-intensive government programs. This is in conjunction with
loans from the Overseas Economic Cooperation Fund, the UNDR and
the Australian government. The loan is expected to create roughly one
million months of jobs and an equivalent amount of training. The study
also reported that a national poverty map will be drawn based on available statistical data and a nationwide systematic participatory assessment,
which will be an important input for the policy debate on safety-net
mechanisms. In addition, World Bank funding includes a budget to set
up a monitoring system to evaluate the impact of the crisis and public
action on the poor.
The ADB has extended to Thailand a US$500 million loan under the
Social Sector Program Loan, of which an initial tranche of US$300 million has already been released, with the remainder to come in ten to 12
months. The ADB loan focuses on three areas; the labor market, social
welfare, and health and education. In the labor market, the policy priorities are the establishment of Centres for Assistance to Laid-Off Workers,
the extension of social security coverage to the unemployed, the limitation
8q
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of minimum wage increases, and the provision of tax incentives to private enterprises for investment in employee training.
The ILO (1998b) reports that Thailand's Ministry of Labor and Social
Welfare (MOLSW) has taken a proactive stance in urging firms to delay
layoffs by finding alternatives; by requesting that firms first notify the
ministry prior to laying offworkers so that alternatives can be considered
first or, failing that, adequate outplacement services (e.g., retraining and
job search) can be arranged under MOLSW's auspices; and by seeking to
intervene prior to a firm's recourse to layoffs. Thailand's leading employer
confederations also state that the search for alternatives to layoffs is common practice among their member firms. In August 1997, MOLSW
launched a C,entre for Assistance to Laid-OffWorkers, a one-stop service
center to help laid-offworkers in the areas of severance pay, social security, placement and counseling services, training, and low-interest loans.
In addition, MOLSW has created 15 teams of ministry officials that have
attempted to assist enterprises in Bangkok and in the neighboring industrialized provinces in finding alternatives to layoffs. Also, the ministry has
prepared a booklet outlining ways in which labor and production costs
can be adjusted to avoid layoffs, and has hosted a number of tripartite
seminars in an effort to diffuse knowledge on ways to preserve employment. The MOLSW initiatives will continue as part of the government's
seven-measure program to address the crisis. While the MOLSW initiatives
are clearly positive, there is no information available on their impact.
The Bangkok Post (19 October 1998) reports that the first-ever master
plan on human resource development for production and service industries has taken shape. The Thailand Development Research Institute was
commissioned by the Labor and Social Welfare Ministry to draw up the
plan, which emphasizes enhancement of the quality of the work force.
The draft plan has been finalized and will be submitted to the ministry
for consideration before it is implemented by related agencies such as the
Education and Industry ministries. The plan states that the overriding
priority is preventing further contraction of employment while offering
skills-improvement training to workers so as to increase their career opportunities and better their job-seeking prospects should they be made
redundant. The government is urged to support human resource-oriented
research to enable industries to become more reliant on local production
technology.
Tambunlertchai (1998) reports that the Ministry of UniversityAffairs
has also enacted several measures to create jobs for recent university
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graduates. One project involves hiring students to work in village admin-

istration organization offices across the country to conduct surveys on
the quality of life for the underprivileged, with regional universities acting

coordinators. Other measures include disseminating employment
information, encouraging unemployed university graduates to further
their studies at higher levels, and providing short-term training for graduates to acquire the necessary skills for employment or to set up their own
businesses. For university education, the government sponsors a program
of interest-free student loans, to be paid back in installments after graduation. The program has been in operation for several years but was not
widely publicized or subscribed to during the boom years. Its high popularity during the past two years, however, has quickly depleted the educational fund.
The Bangkok Post (19 October i998) also describes the voucher system
introduced by the Bangkok Metropolitan Administration to support families unable to pay school fees and thus forced to take their children out of
school. The city launched a pilot program to issue education vouchers
designed to relieve and prevent overcrowding of city schools as well as to
help private schools, some of which have seen enrollment drop sharply
since the economic crisis. In some cases, the system gives students in overcrowded city schools a chance to study in private schools; in others it
helps hardup parents keep their children in private schools rather than
transferring them to city schools. However, the pilot program seems to be
limited to five schools in the city area, and one of the schools involved is
accepting only five vouchers. Many schools have declined to join the program because the voucher value is considered too low; however, the city
administration has indicated that it intends to expand the program.
The crisis has forced the government to squeeze public spending on
health, among other sectors. The Ministry of Public Health's budget for
1998 was less in real terms than the 1996 budget, and the planned budget
for 1999 is going to be even less in real terms. Despite this overall drop,
the budget for welfare health services has increased 9 percent, achieved by
reducing the budget for other schemes, such as the civil service medical
benefits scheme, and significantly cutting capital investments. The ministry also runs a health-card program that provides free medical care to
as

those whose incomes fall below a certain level, as well as a service providing free medical care to the elderly. To monitor the health and health sys-

tems implications of the economic crisis, the ministry in

April i998

established an ad hoc Health Intelligence Unit to monitor short- and long86
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term implications, especially for the marginalized population; develop
strategies to alleviate the negative consequences; review allocation ofthe
government budget to essential health services; analyze morbidity and
mortality, particularly of vulnerable group$ and monitor prices and avail-

ability of health commodities.
South Korea
According to an article in Business in Korea ("Q & A' 1998) that gives a
technical appraisal of financial and corporate sector reforms, South Korea will suffer from high and rising unemployment at least in the short
run, which in turn may undermine macroeconomic and social stability.
Deterioratiag social stability will feed back into the reform process as a
detriment risk factor, causing a vicious spiral of economic setback and
degradation. South Korea is addressing the issue by expanding the social
safety net and including a second Tripartite Accord for fair burden sharing simultaneous to the actions on economic reform.
Stemming the sudden expansion of unemployment and restoring the
earning power of the unemployed are among the government's top priorities. Pak ( I 998) reports on some of the steps already taken or to be taken:
. Establishing a tripartite Labor-Employer-Government Commission
on a permanent basis to carry out consultations on labor-management issues. In its first-round consultation, an agreement was reached
to amend the law to allow employers a degree of flexibility in employee layoffs for structural and management efficiency purposes;
expand the unemployment insurance fund; and carry out job train-

.

.
.

ing for redeployment of the unemployed. An Unemployment Insurance Fund of US$1 billion has been set up as well. With regard to
job training, approximately US$400 million is to be allocated to train
260,000 jobless this year for reemployment. All the available technical and/or functional colleges are to be mobilized in this effort to
provide training in 56 different job categories.
Establishing an unemployment amelioration fund through the mobilization of private (citizen) resources under the joint efforts of the
Korean Federation of Trade Unions and the Korea Employers'Federation, among others.
Expansion of the national pension scheme to the informal sector,

including self-employed workers.
An early implementation of

as

many public works projects

as

possible
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to absorb the jobless, with the focus on forestation, environmental
restoration (including river and ocean clearance), crime prevention
activities, and certain categories of social service. Public works programs have received more attention in recent months, particularly
with the expected gloomy unemployment situation toward the end
of 1998 and the beginning of l999,when the agricultural sector sea-

.
.

.

sonally shrinks.
Support to small capital business initiatives by the unemployed, especially in "chimney-less industries," such as tourism, the environ-

ment, and human service industries.
Job-sharing through the reduction of per head work hours. Workers at an increasing number of factories and places of work are demanding this solution in lieu of outright payoffs. They are willing to
accept salary/wage cuts in favor ofjob-sharing.
Allocation of at least half of the unemployment amelioration fund

to small- and medium-sized industries to fill their funding needs,
such as in connection with the export deposit, since this will help
prevent bankruptcies leading to unemployment.
. Tiipartite contribution to the unemployment insurance fund to
improve the benefit level and duration.
A Korea Herald ("Religious Groups" 1998) article reports that sudden
unemployment is not only financially but also psychologically disastrous,
and that religious groups are taking practical steps to assist the unemployed search for work. Because its current employment policy focuses
too much on financial help, the government needs to balance its approach
with more psychological help for the jobless, as well. Public libraries such
as Seoul City Chongdok Library have opened employment information
rooms to provide the jobless with job-searching facilities ("Libraries Providing |ob Information" 1998). The jobless visit the libraries on a regular
basis, sometimes daily, to seek information and kill time. But as few public libraries are well prepared to help the jobless on a full-scale basis, more
substantial steps need to be taken.
Policies and programs have been introduced by the government to assist unemployed workers. These measures vary according to whether the
unemployed are job losers or first-time job seekers, and whether the job
losers are covered by the Employment Insurance System (EIS).
South Korea has a well-developed network of employment services,
which consisted of 1,875 agencies in 1996 (52 national, 285 public, and
1,538 private). Burgeoning unemployment since November 1997 has
88
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posed major challenges to the employment services: existing staff are increasingly unable to handle the ever-growing number of clients, and the
public employment service, which deals with both placement services and
the administration of unemployment benefits, is under increasing pressure to extend its services, especially for guidance and counseling.
The 1998 labor market policy package includes measures to strengthen
public employment services; develop a nationwide computerized employment information system; support trade unions to set up their own placement services; and develop manpower banks. The government will set up
about 20 additional public employment offices and increase the staff, especially vocational guidance counselors. By the end of 1998, the number
of manpower banks is expected to have increased from four to 20.
In the context of growing unemployment and expected large-scale layoffs, the employment services appear to be the weakest component of the

current labor market policy program. Although they receive a relatively
small portion of the labor market budget allocation, the role of employment services is critical in facilitating and accelerating employment and
labor market adjustments. Another major program that has been adopted
is job creation for the unemployed. This includes four new schemes. First
is a program offering start-up loans to unemployed professionals and
managers to set up their own ventures or small firms in an effort to create
new jobs. In terms of allocated resources, this is the largest program. Second is a program targeting job creation in existing small and mediumsized enterprises. This program provides loans for job creation and for
improving working conditions, with the aim of attracting nationals to
replace the foreign workers who currently hold many of the "dirry difficult,
and dangerous" jobs in these enterprises. Third is a program to offer startup loans to the unemployed covered by the EIS so that they can become
self-employed. Fourth is a program to create temporary job opportunities in public works for those long-term unemployed who are outside the
scope of the unemployment benefits system. This program is expected to
create 50,000 temporary jobs in the public sector.
Training and redeployment policies haye also been introduced. South
Korea has a well-developed vocational training system, consisting of about
500 public, private (nonprofit), and company-based vocational training
institutions. The system trained over 300,000 persons in 1997. The challenge for the country, then, is not to create a greater number of appropriate
training facilities but rather to redirect training programs to the new circumstances and to ensure that the training is effective in helping job losers
89
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move away from declining sectors to those with emerging opportunities.
To facilitate access of the unemployed to temporary job opportunities,

Parliament passed the Act on Dispatched Workers in February 1998. Under the Act, employment agencies may recruit workers and dispatch them

to enterprises that require temporary workers with special knowledge or
experience, workers to fill temporary vacancies due to illness or maternity leave of the regular work force, or workers to meet irregular production needs. The Act guarantees protection to such workers who are
dispatched by employment agencies for temporary jobs. At the same time,
the Act provides for the right of company unions or other workers' representatives to be consulted on the use of such temporary dispatched workers in their enterprises,
The World Bank (1998e) reports a US$2 billion SAL it approved in
March 1998 that includes a program on labor markets and social safety
nets. The program incorporates measures to increase flexibility in the labor market, while extending coverage of unemployment insurance to
employees in small-scale enterprises; to improve poverty monitoring and
protect poverty-related public expenditures; and to reform the pension
system. A second SAL of US$2 billion will help deepen these reforms and
start addressing issues in health financing and health care.
The ILO (1998b) reports that the South Korean government originally
allocated about 5 trillion won to the labor market budget for 1998. At the
end of March 1998, Parliament increased the allocation to 8 trillion won.
It was questionable, however, whether the additional resource allocation
would actually be available in 1998. Almost 50 percent of the original
budget is geared toward unemployment benefits and other income support programs for the unemployed. fob-creation measures account for
about 20 percent of the budget, while the remaining 30 percent is divided
among training programs, subsidies for enterprises to maintain levels of
employment, and support for the development of employment services,
the latter being the smallest program and representing only about 3.5
percent of the total budget.
The Korean Confederation of Trade Unions (1997) argues that it is
possible to maintain the existing work force if big business cuts expenses
other than wages and increases capital through the offering of owners'
personal wealth. The problem is that the exposed wealth of the owners is
only a fraction of what they actually own. The report adds that chaebols
are also prone to pass on the pressure to SMEs that are subcontracted
parts makers, and that an enormous disparity exists between workers
9o
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employed by chaebols and those employed by SMEs. Despite the Employment Stability Act, which dictates that four necessary conditions be met
before dismissal can be justified, extralegal redundancy is widespread and
considerable numbers of employees are being replaced by irregular employees. The Korean Confederation of Trade Unions argues that in government policy and implementation there is a conspicuous absence of
efforts to reform the chaebol-d,ominated economic structure, or to enhance the educational, medical insurance, and social insurance systems.
The Korean Labor and Society Institute (1998) notes that illegal layoffs, wage arrears, and lack of cooperation from chaebols have all been
strongly denounced by the Korean Confederation of Trade Unions but
are ongoing problems. The unions also argue that the restructuring plan
for big businesses was produced under government pressure and that it is
questionable whether the chaebols actually intend to implement it.

Differing Views among Organizations
All interested parties

agree on the urgency of the problems, but opinions

about what needs to be done and how differ considerably.
The World Bank (1998e) emphasizes the need to undertake more substantial research in the following areas:
. Gender issues. To better understand the gender dynamics in the different countries, and between different sectors within these countries, action-oriented research needs to be undertaken on issues such
as trends

in formal employment, changes in educational opportu-

nities, and access to health services. Research is especially important
at a time of shifting economic relations, as women may find them-

.

.

selves facing unemployment or multiple employment.
More effective monitoring of the impact of the crisis on the lives of
children. Widely disparate numbers are cited in terms of the age or
number of children who have fallen back into poverty. In order to
understand what is happening in the lives of children, new research
programs are needed that will provide clearer and more up-to-date

information.
Central role of public information. Regular surveys and assessments
to collect raw data are required, in addition to vigilant monitoring
and evaluation of public action. A crucial need is to deepen the understanding of how different actions ameliorate the social costs.
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Informed public debate about the choices being made should be
guided by up-to-date information.
Disaggregation of social impacts. This is vital for determining the

types of responses to be funded and how programs should adapt as
local conditions change. This requires donors to expand their relationships with civil society organizations for policy dialogue and
for research on social impacts.
. Four areas where a combination of immediate action and an exploration of alternatives is central. First, the distributional effects of
both the shocks and the economywide responses. Second, the potential for direct public action, especially using public resources, to
reduce income losses due to employment declines and price increases,
and to reduce the risk of irreversible damage to human capability
through lost education, malnutrition, and forgone action in health
care. Third, the consequences for the social fabric of economic decline and cutbacks in social services. Fourth, monitoring and evaluation of the effects of both economywide and local developments.
Oxfam ( 1998a) criticizes IMF and World Bank policy prescriptions and
implementation as being flawed and says international response has been
inadequate. It points to an artificial separation between social and economic policy, citing the gulf between the macroeconomic policy of the
IMF and the social policy framework of the World Bank as the central
reason for policy failure. Safety net measures implemented under the
World Bank, ADB, and others have only marginal impact and do not offer any prospect of a solution to the crisis. The World Bank is in the hapless position of erecting social safety nets that are collapsing under the

weight of rising poverty and mass unemployment resulting from IMF
programs.

Oxfam advocates greater attention to human development considerations, with the involvement of civil society and policy discussions as a
basis for solutions. It maintains that the protection of social sector budgets, the minimization of unemployment, the maintenance of rural infrastructure, and the monitoring of access to basic services should figure
prominently at the outset in the design of macroeconomic targets. It calls
for action at several levels in the development of recovery-oriented responses to the crisis.
The ILO (1998a) has stressed that as unemployment figures increase
and the crisis overwhelms underdeveloped systems of social protection,
it has become urgent for governments in the affected countries to set up
92
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systems of unemployment insurance as quickly as possible. The ILO makes
the following points:
Stepping up social spending under IMF-supported programs alone
is not enough, because in the worst-hit countries, such as Indonesia
and Thailand, less than l0 percent of the unemployed can expect

.

relief from job-creation schemes.
Relying on the rural sector to absorb the unemployed is not practical, either, as rural joblessness is also rising. Nor can workers fall
back on the family support system, especially when it is the main
breadwinners who have lost their jobs.
The ILO proposes that this system of unemployment insurance be self-

.

financed by workers and companies, with both sharing the costs, thereby
making the scheme cheap and effective without being a drain on public
finances.
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