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and South East Asia with different intensity and speed.
Accordingly, the responses of governments varied. In
some countries, the crisis was aggravated by natural di-
sasters caused mainly by the El Nino phenomenon. Ex-
isting social safety nets were inadequate and not
properly designed when the crisis hit. [¶ 9, 28-42, 73,
96]

● It is now agreed that considerable effort is required to set
up and further develop appropriate social protection sys-
tems throughout the region including risk and vulner-
ability management. Such systems need to be responsive
to needs in the countries concerned and be in accordance
with local capacity and existing internal as well as exter-
nal resources. Any developmentally successful social pro-
tection system must not only contribute to poverty
reduction but also address the vulnerability of those who
are at risk of falling back into poverty or even deeper into
poverty. [¶6, 11-12, 14, 96, 99-100]

● SSNs and social protection, however, are not only rel-
evant in times of economic crisis. They are also needed
to protect poor and vulnerable groups against various other
risks that are not only crisis related. They should result in
the creation of opportunities through employment and
labor market policies (risk reduction) to protect the most
vulnerable against risks associated with life cycle (risk
mitigation) and help them to cope when environmental,
natural and man-made disasters or other shocks strike.
[¶11-12, 14, 85, 96]

● It was noted that the term “Social Safety Net” is a meta-
phor and not well defined. Governments and international
organizations understand it in rather different ways. SSNs
normally address short-term concerns by assisting vul-
nerable people from falling into poverty (poverty avoid-
ance). Others see the purpose of SSNs primarily as to
improve the living conditions of the poor (poverty reduc-
tion). It was therefore proposed instead of using the term
“SSN”, it would be more appropriate to use the term “so-

Key Messages
[¶] References are to paragraphs.

● The Asian crisis triggered a paradigm shift regarding so-
cial safety nets (SSNs) and social protection. It was ini-
tially an urban-based crisis but its impact soon went
beyond urban areas and affected the rural communities
as a result of globalization. The crisis hit countries in East
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cial protection” which is clearly defined as covering the
following pillars: (i) statutory systems such as social in-
surance, provident funds and employer liability funds;
(ii) area- and micro-based schemes such as micro-insur-
ance, social funds and public works programs; (iii) so-
cial assistance; (iv) labor market policies; and (v) child
protection. If SSNs are to protect vulnerable groups
against risks associated with life cycle (idiosyncratic risk)
and to help them cope with disasters or shocks (covariant
risk), SSNs therefore cover only items (i) to (iii).
[¶ 11-14, 21]

● The key problem in Asia is that the majority of its people
are not covered by formal social assistance or social
insurance. The lack of complete markets for insurance
for a large majority of people, in particular in rural areas,
stemming from moral hazard and adverse selection con-
cerns leaves these sections of society vulnerable to nu-
merous economic and natural shocks, and entirely
dependent on informal insurance mechanisms. Because
of rapidly occurring social and economic changes in Asia,
however, traditional safety nets are no longer sufficient
to ensure adequate social protection in most countries.
[¶ 3-4, 45-46, 50, 58, 96]

● This creates a dilemma for many developing countries’
existing social protection schemes such as social insur-
ance since they are mostly unaffordable to the poor and
reach only the formal sector. Social assistance in turn is
often not sustainable in developing countries due to bud-
getary constraints and is also bypassing the most needy
despite targeting efforts. New and innovative approaches
and policies to expand social protection are therefore
required. Such approaches may include: (i) strengthen-
ing of informal social protection schemes, (ii) allowing
those who are presently not covered by formal social pro-
tection schemes to participate in statutory social insur-
ance, and (iii) introducing new and innovative systems
for social protection such as micro- and area-based
schemes. [¶ 3-4, 45-6, 98]

● Participants agreed that economic and social changes
facing Asia are heavily determined by globalization, tech-
nological innovation and trade liberalization. While such
processes may create new opportunities, they also require
protection of those who are adversely affected by such
changes, particularly the poorer sectors of the society and
the most vulnerable groups. Social protection is an in-
strument by which one can smoothen the adjustment pro-
cess, but other coping mechanisms to manage such
changes are also required. [¶ 2, 21, 46, 96]

● To introduce and implement sound social protection sys-
tems, some preconditions are required: (i) political con-
sensus, (ii) transparency of the political and administrative
system, (iii) involvement of stakeholders, and (iv) good
administrative capacities and information systems. It was
noted that social protection schemes should not be donor
driven otherwise their sustainability would be endangered.
[¶ 48, 99]

● While traditional SSNs, including mutual help, by them-
selves may no longer be adequate, dismantling existing
nets and superimposing government-drafted nets may not
serve long-term objectives either. Instead, government
interventions to extend SSNs must take into account
existing informal schemes. Otherwise existing traditional
incentive structures that have evolved over the years may
be destroyed without replacing them by new and better
functioning systems. [¶ 43-48, 105]

● Accordingly self-help efforts of individuals, families, civil
society organizations (CSOs) and communities should be
encouraged. Many risks can be covered through such ef-
forts and governments should provide an appropriate
policy framework to enhance such activities according to
the principle of subsidiarity. That is, only those risks
that cannot be dealt with by individuals themselves or by
CSOs/NGOs should be covered by central or local gov-
ernments through social security or state-run social as-
sistance programs. [¶ 44, 48]

● Social assistance is equivalent to transfer payments and
need to be offered to those who are living in poverty or
in immediate risk of becoming poor. It can be provided
through governments and the informal sector (including
CSOs, NGOs, religious groups, etc.). While all develop-
ing countries have some public sector sponsored social
assistance programs, they are small and clearly insuffi-
cient in most countries. They do not have a major impact
on poverty reduction nor do they protect the majority of
the vulnerable. [¶7, 43]

● There are many informal social assistance programs
arising out of need and rational behavior on part of indi-
vidual communities and/or others who do not have for-
mal sources of protection mechanisms. But such schemes
are even smaller than government sponsored ones and
are frequently not sustainable as they depend mostly on
informal transfers and donations. Because of these limi-
tations, special attention needs to be given to the effec-
tiveness of social assistance programs. In particular
alternative options need to be evaluated before a new pro-
gram is initiated and regular monitoring and evaluation
mechanisms need to be integrated into the program.
[¶ 43-48]

● Social insurance can be seen as a preventive form of so-
cial protection to mitigate risks arising from life cycles
or disasters. It can be fully funded by the insured and
need not be subsidized by public funds. Many countries,
however, are using budget funds to allow the vulnerable
sectors of the population to participate in such schemes
or more frequently to protect those who are vulnerable
from falling into poverty and those who are unable to
escape the poverty trap. So far social insurance covers
mainly formal sector employees. The experience of Ja-
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pan and Korea shows that the expansion of social insur-
ance to an entire population requires strong societal and
political consensus. [¶ 44, 57-60, 70]

● Micro-insurance schemes that have been established in
various forms are a new instrument to provide a mini-
mum level of social insurance to those who are generally
not covered by formal insurance. However, micro-insur-
ance schemes will require at least initially some external
support until they become self-sustaining, as was the case
with most micro-finance programs a decade ago. [¶ 47,
71, 75-77]

● Area-based programs such as public works programs
or social funds provide basic social protection to the poor
and vulnerable. At the same time, they contribute to eco-
nomic growth by investing in labor-intensive social and
physical infrastructure. As such, they are preferable over
social assistance programs that are entirely based on trans-
fer payments. [¶ 71]

● Prioritization and sequencing social protection interven-
tions face difficult challenges. If the various pillars of so-
cial protection are to be taken into account, an integrated
approach to address the issues would be required. Govern-
ments should encourage the self-help initiatives of indi-
viduals and CSOs according to the principle of subsidiarity
and promote an improvement and expansion of social in-
surance, including micro-insurance, to protect against id-
iosyncratic risks. Specifically, the beneficiaries themselves
can finance such risks. [¶ 24, 44, 48, 66, 99]

● To protect the poor against covariant risks, the best in-
terventions appear to be self-targeted low-wage public
works programs and social funds. This approach would
limit transfer-based social assistance schemes for those
vulnerable groups who could not be adequately protected
through other forms of social protection. In addition, to
protect against short-term economic crises and natural
disasters, social assistance should be in place before such
events occur. The cost to introduce in the short term,
measures to reduce negative social impacts of a crisis are
likely to be greater than keeping social protection sys-
tems in place all the time. [¶ 19-20]

Introduction

1. A seminar on Social Safety Nets (SSNs) was conducted
by the Asian Development Bank Institute from 19 to 28 March
at the Institute’s premises in Tokyo. The seminar was attended
by 36 participants from seven South East Asian developing
member countries (DMCs) of the ADB, namely, Cambodia,
Indonesia, Lao PDR, Malaysia, Philippines, Thailand and Viet
Nam. The main purpose of the seminar was to disseminate
knowledge and information amongst the participants in de-
signing and implementing sound and efficient SSNs in the
region. The seminar was highly participatory and interactive,
allowing the participants to learn from other participating
countries’ experiences in establishing SSNs.

2. In the opening ceremony, Dr. Masaru Yoshitomi, Dean,
ADB Institute, in his opening remarks, pointed out to the par-
ticipants that this was the first time the Institute had organized
a program on such a capacity-building theme. It had been de-
signed to address the common issues that confront the regional
grouping of the seven South East Asian countries participating
in the seminar. All participating countries have now recognized
the need for strengthening their SSNs. This was brought about
by the fact that all countries in this regional grouping were af-
fected adversely by the 1997/1998 Asian financial crisis. They
are also facing major social and economic adjustments from
intensified market pressures resulting from globalization.

3. Yoshitomi continued by explaining that one of the key
issues that confronts countries in the region today is the fact
that more than half of the world’s population is not covered
by any type of formal social protection, with the Asian re-
gion being far worse as compared with other parts of the
world except Africa. In South Asia, statutory security cov-
erage is estimated at 5 to 10 percent of the working popula-
tion and decreasing in some countries. In South East Asia
and East Asia, coverage can vary between 10 percent in
Cambodia and 100 percent in Korea for health insurance,
but overall social protection remains at dismally low levels
in the region.

4. In Asia there are close to a billion of the world’s 1.3 bil-
lion poor, defined as those surviving on less than a dollar a day.
A large majority of the workforce in the region is living out-
side the formal sector and are thus not covered by any form of
formal social protection or formal safety net. Instead most rely
on their own mostly inadequate resources or on informal sys-
tems of social protection such as help or donations from fami-
lies, friends, NGOs or other members of the community. Such
help is uncertain, irregular and in inadequate amounts.

5. The 1997/1998 Asian financial crisis highlighted the need
for effective social policies to cushion the impact of the eco-
nomic downturn. The crisis added an additional 10 million
people to the ranks of the poor. In Thailand, the massive un-
employment that resulted from the crisis forced nearly one
million additional people below the poverty line between 1996
and 1998. In Indonesia, poverty increased from 11 to 18 per-
cent after the crisis. Providing SSNs, however, is not only
required at the time of economic crises. All countries undergo
structural and transitional changes on a continuous basis. Cam-
bodia, Viet Nam, Laos and the People’s Republic of China
(PRC) are all transiting to market-based economies and in
the process some segments of the population will be adversely
affected through plant closures and loss of jobs. Thus social
protection is needed to smoothen this adjustment process. In
some countries, with the rapid aging of their populations, so-
cial security needs to be made available for the aged. In con-
trast, many other societies, such those in Cambodia, Laos and
Philippines, have more than forty percent of their population
below the age of fifteen. These societies need to create op-
portunities that will help the young to enter the labor market
when they reach employment age. Other crises that people in
rural areas typically have to be concerned about are those that
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arise due to vagaries of weather, natural disasters and price
fluctuations in the international markets for major crops.

6. According to a report from the International Federation
of the Red Cross, countries in the region represented in the
seminar face greater risk and vulnerability since more disas-
ters are affecting them as compared with other parts of the
globe. Of all people killed and injured world-wide by various
environmental and political disasters such as droughts, floods,
earthquakes or political unrest, twenty percent of deaths and
more than sixty percent of injuries took place in this region.
Again social protection is required to smooth the effects of
such disasters.

7. Yoshitomi emphasized that expanding and strengthen-
ing of SSNs must therefore be a priority task for many gov-
ernments in the region as this will help contribute to ensuring
social and political stability. More work needs to be done for
designing appropriate SSNs so as to minimize costs and maxi-
mize benefits for the most vulnerable people. Official bud-
gets have often been inappropriately allocated as an excuse
to expand coverage of SSNs for poverty reduction due to in-
adequate institutional infrastructure and poor governance in-
cluding concerns over corruption. As a result of such
inadequacies of formal SSNs, new systems that link the for-
mal with the informal sector have been introduced and orga-
nized by NGOs and other groups working in the informal
sector. The most important task, Yoshitomi stressed, is to de-
sign and further develop well-combined schemes to cover both
informal social protection and institutionalized SSNs.

Social and Economic Context of Social
Safety Nets

8. During the first part of the seminar, the social and eco-
nomic context on how SSNs are designed and implemented
was discussed. In his presentation, Mr. Ernesto Pernia, Lead
Economist, ADB, assessed the social impact of the Asian fi-
nancial crisis. He noted that the Asian financial and economic
crisis had exerted a wide range of negative social impacts in
Indonesia, Korea, Malaysia, Philippines and Thailand as well
as through contagion in Cambodia, Lao PDR and Viet Nam.
These adverse impacts are reflected in prices, employment, real
incomes, inequality and poverty, education, health, social capital
and the environment. Although some impacts seem lesser in
magnitude than were projected earlier, they are nevertheless
significant and alarming when viewed against the backdrop of
sustained socioeconomic progress that preceded the crisis. In
addition, there are good reasons to expect that the social crisis,
as distinct from the economic crisis, had not yet peaked in se-
verity at the time of the assessment in late 1998 to early 1999.
There is a danger, therefore, that improving macroeconomic
indicators may lull observers into thinking that social condi-
tions have recovered when they may in fact be worsening.

9. The Asian crisis provides a unique opportunity to learn
how existing social systems function under duress. A clear
case in point relates to SSNs. The crisis has revealed that

considerable effort needs to be directed to the setting up or
further development of social safety nets throughout the re-
gion. This is especially so because traditional family systems
of support—though resilient during the early part of the crisis
—are likely to weaken over time, given continuing socioeco-
nomic change and urbanization. “Shared poverty”, a com-
mon theme of community and household coping mechanism
during the crisis, has its limits.

10. Crisis monitoring systems are in need of further develop-
ment in most countries. Existing statistical systems have evolved
mainly to meet the needs of long-term planning and are ill
equipped to provide timely data on the social impact of an eco-
nomic crisis or a political/natural disaster. One clear need is for
medium-sized, annual multi-purpose household surveys based
on a national, revolving panel sample. Another urgent need is
for a community monitoring system that is flexible enough to
provide both quantitative and qualitative data on pockets of
intense social impact, such as urban slums and drought-stricken
rural areas. An efficient social monitoring system would help
forestall, or at least mitigate, future social crises. It would also
assist in the setting-up or improvement of SSNs.

11. Mr. Peter Whiteford, Principal Administrator at the
Organization for Economic Co-operation and Development
(OECD), spoke about the “Definition and Development of
SSNs: What Form of Social Protection?” The main objective
of his presentation was to clarify what might be meant by a
“SSN” and to identify the main policies involved. He high-
lighted the alternative and rather diverse definitions of SSNs
used by international agencies, national governments and OECD
countries. He argued that SSN is actually a metaphor that may
have been useful when the Asian crisis hit but soon became a
rather ambiguous term, which was interpreted by the various
countries and organizations in different ways. While the ILO is
avoiding the term and is using the term social protection, the
World Bank sees two main objectives of SSNs which relate to
risk management and vulnerability: (i) to protect a person or
household against the adverse outcomes of chronic incapacity
to work (chronic poverty), and (ii) a decline in this capacity
from a marginal situation that provides minimal means of sur-
vival with few reserves (transient poverty). The IMF focuses
more on the short-term adverse affects of macroeconomic and
structural polices on the consumption of the vulnerable.

12. In light of such differences, he concluded that it might
be preferable if a more precise term such as “social protec-
tion” be used. According to U.K. DFID, social protection is a
sub-set of policies that focus on risk and vulnerability. Such
policies assist people, households and communities to pro-
tect themselves against shocks and risks. The ADB has de-
fined these policies further by stating that social protection
includes a set of policies and programs designed to promote
efficient labor markets, protect individuals from the risks in-
herent in earning a living from small-scale agriculture or for-
mal or informal employment, and provide a floor of support
to individuals when market-based approaches for supporting
themselves fail.
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13. Accordingly, there are five pillars of social protection
that could be applied for risk management:

 I Labor market policies (including income generating
policies)

 II Social insurance (including provident funds and em-
ployer liability schemes)

 III Social assistance
 IV Micro- and area-based schemes (such as micro-insur

ance, public works programs and social funds)
 V Child protection

14. Mr. Kalanidhi Subbarao, Lead Economist, World
Bank, further elaborated on Mr. Whiteford’s presentation by
discussing the objectives, conceptual issues and lessons from
country experiences. In particular, he introduced the concept
of risk and vulnerability. All people face a variety of social,
natural and economic risks. Some people are more vulner-
able to and suffer more from the effects of risks than others.
These risks can be mitigated and effects lessened through a
combination of family, community, public and private means.
Accordingly, social protection and social safety can be inter-
preted as means of helping the vulnerable to manage risks.
The goals of SSNs therefore are to help:

● vulnerable individuals and families cope with the con-
sequences of economic, natural and other life-cycle
shocks and provide support to the poor through risk miti-
gation and risk coping measures, and

● the poor and vulnerable to improve income paths and
human capital accumulation by encouraging beneficial
risk taking (springboard function)

15. While it was noted that the five pillars of social protection
discussed above are partly overlapping, in particular child pro-
tection, it was agreed during the discussions that labor market
policies are risk-reducing strategies and should not be consid-
ered as core pillar of SSNs. Instruments suitable for develop-
ing SSNs consist of social insurance, social assistance and
micro- and area-based schemes. These instruments aim to miti-
gate risks vulnerable groups are facing through preventive so-
cial insurance and provide mechanisms to cope with shocks
through social assistance and micro- and area-based schemes.
Accordingly the seminar would cover items II to IV.

16. Subbarao continued to discuss the role and objectives of
SSNs. He stressed that the nature and extent of specific safety
net interventions differ a great deal across countries and even
within a country at different points in time. For one thing, coun-
tries are different with respect to their political systems and
capacities to put programs in place. Moreover, different coun-
tries are in different stages in the evolution of insurance mar-
kets; in most poor countries the most celebrated insurance is
informal and community-based forms of self- and mutual in-
surance. Furthermore, the degree of uninsured idiosyncratic
(individual) risks varies across countries, as much as exposure
to covariant (common) risks induced by conflict, weather and
natural disasters. Finally, countries differ a great deal with re-
spect to information, administrative and fiscal constraints.

Subbarao concluded his presentation by stating that broadly
these considerations determine what is an appropriate set of
safety net interventions for a country at a given point in time.

17. Abstracting from country circumstances, there are two
broad motivations for a safety net intervention that are comple-
mentary. First, safety nets are expected to perform an ex-ante
insurance function. Programs with an insurance motivation are
those that cover against potential predictable and not-so-pre-
dictable risks such as old age, widowhood, orphanhood, and
unemployment, among others. Safety net here is seen as pre-
dominantly a mechanism to cover for transitory shocks; it of-
ten implies income-related contributions and benefits. The
second (ex-post) motivation is redistribution, i.e., a program to
provide an income transfer (in cash or in kind) to the poorest
group in society and is financed out of general tax revenues.

18. Subbarao next analyzed the potential of introducing SSNs
in low-income countries such as Cambodia or Lao PDR. Ac-
cording to the World Bank, these countries are ranked very
low not only in terms of per capita income but also in terms
of other human development indicators. Clearly no interven-
tion can fill the entire poverty gap in these countries; it is
simply unaffordable. So not all of the poor—often ranging
from 50 to 75 percent of the population—can be covered by
safety net intervention. Even the number of extremely poor
households may not be covered by a safety net because of
fiscal constraints. The basic issues, therefore, are three-fold:
(i) while there are definitely a core group of ultra poor house-
holds, it is hard to distinguish this group from others who are
also poor—in other words, the very needy and not-so-needy
shade one into another, making it impossible to target assis-
tance to those who need it most; (ii) any targeted intervention
needs to confront immediately the fundamental constraints
of information, administrative capacity and affordability; and
(iii) in many countries at this stage of development, commu-
nities generally form the most immediate extended informal
safety net, and any policy intervention needs to recognize the
existence of these informal arrangements and build and
strengthen the community-based informal safety net.

19. Subbarao then turned to discuss the most relevant policy
questions of social protection in poor DMCs. An intervention
can address either covariant (common) risks (climatic shocks,
seasonality, policy shocks, etc) and/or idiosyncractic (indi-
vidual) risks (orphanhood, widowhood, old age, unemployment,
etc.). Most communities have difficulty in coping with covari-
ant risks, while in many cases the informal safety net could
absorb through mutual help some of the idiosyncratic risks.

20. The above discussion suggests that the choice of social
protection intervention is clearly not an easy task in the poorer
countries. But general principles seem clear enough as in the
following:
● given the depth and severity of poverty, the choice de-

pends very much on the degree of uninsured risk and
the feasibility of identifying the needy cost-effectively,
given administrative and information constraints

● focus interventions to cover covariant risks rather than
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idiosyncractic risks, which are easier to be covered
through informal mutual help or micro-insurance

● for protecting the poor against climatic risks and sea-
sonality, the best intervention appears to be a self-tar-
geted, low-wage public work or social fund programs

● choose transfers that may have a multiplier effect, or
longer-term favorable human capital impacts (e.g., fee
waivers for education)

● always look for self-targeting opportunities in program
design.

21. Next Subbarao examined SSN policies for lower and
upper-middle income countries. In the context of the ongo-
ing process of globalization, these countries typically are
exposed to much greater risks than in the past. Having re-
viewed the recent (post-1997) experience of Korea, Thai-
land, Indonesia, Malaysia and the Philippines, the following
broad conclusions emerge regarding a policy framework for
social protection:
● A pro-poor safety net policy should be an integral part

of a country’s policy; it is good to have social protec-
tion programs all the time: expand when a crisis hits,
but run on a small scale during normal times so that the
most vulnerable are protected at all times

● Avoid “overkills” such as trying to provide the poor with
a minimum consumption floor during a crisis as such
programs are likely to be unaffordable in the longer term

● Consider social assistance that provide current transfers
and at the same time encourage investment in assets of
the poor (such as a low-wage work programs or social
funds)

● Programs such as unemployment insurance and a low-
wage public work programs deserve special consider-
ation in a globalizing world

● Experience shows that improvising in the heat of the
crisis may be a “too little, too late” response

● Therefore, consider the need for maintaining a reserve
“fund” for safety net programs, augmented during nor-
mal times, to be drawn when needed for expanding an
existing safety net

22. Mr. John Blomquist, Senior Economist, World Bank,
continued the conceptual presentations by elaborating on how
to ensure “Sustainability of SSNs”. His presentation consisted
of two main parts. In the first part, he discussed the goals, ac-
tors and expenditures of SSN programs that consist, from his
point of view, mainly of social assistance. In the second part,
he elaborated on how to improve the sustainability of SSNs.

23. Blomquist pointed out that informal safety nets (self and
mutual help) are the most important from a per capita spend-
ing and coverage perspective. Transfers from family and
friends typically amount to 5 to 7 percent of average house-
hold income and even more among the poor in Asia. Provi-
sions of social assistance by NGOs is small, but growing
whereas public spending for social safety varies by country.
It is obviously high in OECD countries (between 15 and 30
percent of GDP), but substantially lower in Asia and Africa

(1 to 3 percent of GDP). Despite the limited role of public
SSNs in Asia, such schemes may have some comparative ad-
vantages. First, they can be beneficial on equity and/or effi-
ciency basis. Second, they may be more effective in coping
with large-scale covariant (common) shocks. Finally, they can
reach the informal sector that is particularly important as such
groups of people have limited asset base and practically no
access to private insurance.

24. Turning to the sustainability of SSNs, Blomquist
stressed the importance of advance planning. This would
include social risks assessments and public expenditure re-
views, the identification of program financing mechanisms
and also the prioritization of programs. Social risk assess-
ments that examine the risks of vulnerable groups and tar-
get populations in systematic ways are increasingly done in
several countries in Latin America and Africa. The assess-
ment of current programs would include an analysis of the
efficiency of ongoing programs, their coverage and benefit
levels, the adequacy of resource allocation between programs
and vulnerable groups and the suitability of existing pro-
grams regarding the main risks faced by the poor or vulner-
able. Social expenditure reviews would link the risk
assessment with an analysis of current expenditures and pro-
gram characteristics, whereby program benefits and dura-
tion levels, program coverage and spending categories are
evaluated. Finally program alternatives need to be discussed
and programs prioritized.

25. Blomquist also highlighted the importance of an adequate
institutional framework for SSNs. This includes transparency
and accountability, “depoliticization” of programs, proper
program coordination and involvement of NGOs and civil
society organizations.

26. In concluding, Blomquist summarized the key messages
of his presentation as follows:
● Advance planning is the major key to the sustainability

of SSNs, including the conduct of risk assessments
● Prioritizing programs is part of the planning process.

Many countries have opted to fund basic human devel-
opment first (access to health and education) then to
fund other poverty-alleviating transfers through social
assistance programs

● Securing adequate funding in advance of crisis or di-
sasters and protecting programs is essential, which is
related to the counter-cyclical nature of safety nets

● It is important to increase the reliance on the private
sector and civil society in the targeting and provision of
safety nets

● Transparency, accountability, monitoring and evaluation
in the design and implementation of programs are vital

Country Experiences

27. After having discussed the social and economic context
of SSNs, the seminar proceeded to address the present status
of the SSN in the countries represented.



ADBI Executive Summary Series No. S42/01 7

Cambodia

28. Cambodia is a nation in transition and consequently SSN
programs are few and existing programs are still being ex-
panded. The main focus of government interventions is to
reduce poverty mainly by enhancing productive investments
and investments in social sectors. A substantial part of such
investments in the rural areas is financed through micro-credit
schemes. The government has introduced a small pension and
invalidity benefit scheme for government officials and war-
widows. Apart from this, people mainly rely on traditional
forms of social protection and mutual help: there have been
voluntary contributions by the King, political parties, over-
seas Cambodians, religious groups and numerous self-help
activities at local levels promoted by NGOs. There are sev-
eral small to medium-scale initiatives promoting employment
for the poorer and most vulnerable sections of society includ-
ing programs like social funds or labor-based rural road
projects which are mostly funded by external donors.

Indonesia

29. The Indonesian participants explained that the establish-
ment of a SSN was mainly triggered by the financial crisis
and by the effect of the long drought caused by the recent El
Nino that hit the country at almost the same time as the finan-
cial crisis. At the time, the percentage of the poor population
increased rapidly from about twelve percent in 1996 to about
25 percent in 1998. As a result the government introduced
SSNs programs that aimed to: (i) provide basic food at af-
fordable prices for the poor, (ii) provide extensive productive
employment to increase purchasing power, (iii) provide health
and education services for the poor, and (iv) generate local
economic activities by empowering communities. These pro-
grams were targeted for crisis-induced poor families and con-
sisted of labor-intensive public works programs, subsidized
food (rice) programs and programs specifically targeted for
the poor in health and education such as the introduction of
health cards for the poor and the provision of supplementary
food grants and scholarship programs that aimed to keep
school children in schools. Emphasis was given to implement
these programs on a decentralized and transparent basis in-
volving district governments, municipalities and village com-
munities.

Lao PDR

30. Social protection† in Lao PDR is largely based on infor-
mal, family-based systems. Existing formal systems are
strongly influenced by the country’s recent history. Accord-
ing to the level of economic and social development of the
country, Lao PDR has tried to establish a social protection
system which provides some basic support to groups of people
who are poor, disadvantaged, vulnerable or suffering from
natural disasters. A formal social protection program in the
form of social security schemes for civil servants including
the military, war veterans and handicapped persons was initi-

ated in 1993 and another scheme started in 2001 to cover
workers in the business sector with 10 or more employees.
Social assistance programs include (i) free health care for very
poor people (ii) assistance to people who suffer from the re-
sults of natural disasters and (iii) the unexploded ordnance
program which includes the removal and destruction of mines
and bombs as well as courses to raise awareness of people
regarding the danger of unexploded ordnances.

Malaysia

31. Due to its more advanced development stage, Malaysia
has made significant progress in meeting its social objectives
and in establishing a social protection system. Although there
was a slight widening in income disparities in recent years,
the number of households living in poverty has declined to
5.5 percent in 2000. Hardcore poverty has practically been
eliminated.

32. Essential social services in Malaysia are broadly defined
to include basic health services and social assistance to spe-
cific target groups such as the hardcore poor, school children
of poor households, destitute elderly, poor widows, single moth-
ers and orphans. Expenditure on social services is around thirty
percent of the Federal Government expenditures and has been
increased for 2001 to 40.7 percent. These funds are mainly used
for education and skills training (about fifty percent), housing
(fifteen percent), health (between eleven and fifteen percent)
and other services to improve the incomes of the poor.

33. Malaysia has also established through its Social Secu-
rity Organization and its Employees Provident Fund various
social insurance schemes such as health insurance, an em-
ployment injury scheme and an invalidity pension scheme.
These schemes cover all registered private sector employees
except the self-employed, non-pensionable public sector em-
ployees and foreign workers.

Philippines

34. The Philippines has two major programs that provide so-
cial protection: (i) social insurance and (ii) a provident fund.
An employer liability scheme for work-related injury was con-
verted in 1975 to social insurance with the establishment of the
Employees Compensation Commission. The objectives of these
programs are to provide (i) to compensate for income loss, pro-
mote better health care, redistribute income, and create living
conditions that will satisfy the general needs of the population,
particularly the elderly, the disabled and poor children. There
are a few basic social assistance schemes funded from general
revenues through the Department of Social Welfare and Devel-
opment. The existing social insurance schemes now provide
almost all branches of social security as defined by ILO: old-
age, survivorship, disability, sickness, medical care, employ-
ment injury and unemployment. These are administered by

† Lao PDR prefers the ILO terminology and avoids the use of the
term “SSN”.
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various government agencies namely the Government Service
Insurance System (GSIS), the Social Security System (SSS),
the Employees Compensation Commission (ECC), the Philip-
pine Health Insurance Corporation (PHIC) and the PAG-IBIG
provident fund, which instituted a system of compulsory con-
tributions for housing purposes. The main concerns for the
Philippine Government regarding the improvement of its ex-
isting social protection is how to address employability and
adjustment concerns of displaced workers in the light of glo-
balization, trade liberalization and technological revolution.
Another issue concerns the social protection requirements of
informal sector workers who constitute the majority of the Phil-
ippines workforce but are so far not covered under the above-
mentioned programs.

Thailand

35.  In Thailand, social protection aims mainly to assist those
affected by the Asian crisis and other target groups who are
either poor, disadvantaged, vulnerable or suffering from natu-
ral or man-made disasters. The main programs consist of so-
cial assistance including: (i) the health card system for low
income groups and assistance to HIV/AIDs sufferers, (ii) edu-
cation schemes through education loan programs, lunch pro-
grams in elementary schools and for pre-elementary school
children, (iii) special programs for disadvantaged and aban-
doned children, disadvantaged youths and women and homes
for the elderly, and (iv) SSNs programs for vulnerable groups
such as development programs for hill tribes, welfare and so-
cial services for low-income individuals and families, emer-
gency loan programs for the poor, in-kind programs for the
destitute and support for people in disaster.

36. Formal social protection programs in the form of social
insurance have also been introduced. Their main target groups
are civil servants and employees of state enterprises who are
given access to medical insurance and pension schemes. Pro-
grams for the formal sector employees in firms and enterprises
with more than ten employees include a social security fund, a
workmen compensation fund, provident fund and in case of
unemployment a severance pay scheme. Regulated or formal
institutions protect about one-third of the total labor force.

37. Those who are less protected include contract employ-
ees, employees in small firms, people working in the infor-
mal economy, farmers, street children and disabled persons.
They have to rely on self-help, family support, community-
based charity programs, micro-credit programs and govern-
ment social assistance. Such activities and programs, however,
are considered as not adequate and are frequently implemented
only after a crisis or disaster has occurred. As a result, those
vulnerable groups were hardest hit by the financial crisis.

Viet Nam

38. Viet Nam’s social protection systems comprise a Social
Guarantee Fund for Regular Relief and a Contingency Fund

for Pre-Harvest Starvation and Disaster Relief. The country
has also a basic formal social insurance scheme. In addition,
there is a Social Guarantee Fund for War Affected Groups,
which covers war affected veterans and their dependents and
dependents of those who died in war and groups with revolu-
tionary merits. There are also several types of health and edu-
cation assistance programs (HEPR) that provide assistance to
cover school fees, textbooks and health services.

39. The Contingency Fund for Pre-Harvest Starvation and
Disaster Relief is the main pillar of social protection avail-
able in Viet Nam. It is a specialized government social assis-
tance fund that is delivered at the commune level. This fund
provides aid when natural disasters strike and offers supple-
mentary assistance in the form of food aid to very poor people
particularly during pre-harvest periods when food supplies in
rural areas have come to an end.

40. The Social Guarantee Fund for regular relief is to assist
a narrowly defined group of people who are assessed as be-
ing unable to provide for themselves or to be supported by
family members. The main target groups are the elderly with-
out family support, the orphans, the disabled and the home-
less. The fund also runs a rehabilitation program for people
with medical and social problems such as those affected by
HIV/AIDs, drug addicts and prostitutes. In its present form,
about 0.2 percent of the population are covered under this
program with very small amounts of handouts of about 45,000
dong per person per month.

41. The programs absorb about fourteen percent of the state
budget. Despite the efforts undertaken by the government, only
about sixteen percent of the disabled benefited from these pro-
grams.

42. Viet Nam has introduced a small social insurance pro-
gram consisting of the Viet Nam Social Security and Viet Nam
Health Insurance program. The social security scheme cov-
ers retirement, work injury, sickness, maternity and survivor-
ship and reaches about fifteen percent of the labor force.

Informal Social Protection

43. Given the dominance of informal social protection, it was
considered important to analyze in detail the role of the infor-
mal sector and also the unconventional social security arrange-
ments in Asia. This was done by Mr. Hans Gsaenger, Senior
Research Officer, German Development Institute. He high-
lighted the fact that striving for social security in life is a uni-
versal need, but the majority of the people in developing
countries belong to the insecure stratum for whom the search
for security is absolutely predominant. Their economic and
social activities are designed to secure survival through a com-
bination of various income sources. As subsistence produc-
ers, farmers, small tradesmen, dealers, migrant workers and
day laborers, they make up what is called the informal sector
in which most of the poor try to make a living. The majority
of these people are confronted by a minority who are living
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in relative security who are employed either in the public sec-
tor or in modern production or service enterprises or are ca-
pable of making a living as owners of productive assets. These
people belong to the formalized part of the economy. It is on
them that the activities of the state are focused, including gov-
ernmental social policies. He highlighted the importance
played by informal security in the informal systems of social
security, who are the most important providers, how the sys-
tems will develop in the future and what approaches to adopt
to link formal and informal systems.

44. According to Gsaenger, the real challenge of social policy
in countries with a significant level of poverty is not the re-
form and revamping of social insurance systems in support of
a small group of people, but the perception of social protec-
tion as a general political duty. A renewal of social policy aim-
ing at social security for everyone, including the informal sector,
requires government actions to be based on the principle of
subsidiarity, originally developed in the European Union. This
would mean that interventions by state, regional or local gov-
ernments will only be initiated if self help and self-help orga-
nizations cannot cope. As a consequence, governments
including regional and local governments should give priority
to assist the self-help activities of individuals, families and com-
munity organizations. Such self-help bottom up efforts need
to be given scope for action and autonomy and should be sup-
ported by establishing a sound policy framework, which would
include the application of the rule of law, empowerment, free-
dom of coalition and decentralization. This being so, social
policy needs more than mere pro-poor growth policy to be ef-
fective; it requires reviewing development priorities from the
ground up by focusing on the eradication of poverty.

45. Gsaenger continued to clarify the various forms of infor-
mal and unconventional social security. Informal entitlements
of social security are offered by traditional solidarity (such as
support payments, gifts, dowry, bequests which are all based
on generalized reciprocity), autochthonous self help (such as
burial funds, savings clubs, community support which are all
based on balanced reciprocity) and modern self help which can
be initiated from above, such as co-operatives, trade unions,
charities or NGOs. They can also be initiated from below such
as farmer’s organizations, religious groups or self-help groups.
Unconventional social security may provide food (food for
work), loan insurance, employment security (guaranteed em-
ployment) and strengthening the capacity of solidarity.

46. The ongoing modernization and globalization process in
the Asia and Pacific region may impact differently on these
informal and unconventional social security systems: this pro-
cess tends to disrupt structures of traditional solidarity, causing
a demand for social security that remains largely unsatisfied.
Also autochthonous and modern self-help are endangered by
socio-economic changes that occur in the DMCs. There is a
risk that when such systems are formalized by the state, social
empathy could be weakened, in particular if local politicians
try to adapt the scheme. They also run the risk of losing their
endogenous dynamism and innovative power, which may en-
danger the sustainability of such schemes.

47. Gsaenger next stressed that the experience gained with
unconventional social security schemes such as micro-insur-
ance may be more promising. Modern savings and loans sys-
tems, like the Grameen Bank, are good examples of modern
unconventional self help initiated from outside. Such schemes
not only furnish creative solutions to funding problems but
guarantee social security gains without coming into conflict
with the rules of traditional solidarity. Essential contributions
toward social security could be made by introducing decen-
tralized group-based insurance systems. In this context, he
referred to the SEWA scheme, which was discussed in greater
detail later in the seminar.

48. Gsaenger then turned to the providers of informal and
semi-formal social security. He stated that if social protection
is to be organized along the subsidiarity principle, all stake-
holders or providers have to assume a specific role in provid-
ing social security. For governments, this would imply that
they have to set appropriate frameworks that encourage in-
formal social security. In particular, governments should not
dispense regulations that discourage self-help. Instead, the
state should create and guarantee the political and legal frame-
work, which assist self help movements to grow. It also should
favor the emergence of a powerful third meso-level sector such
as trade unions, professional associations, cooperative soci-
eties and reinsurance fund societies along the lines of partici-
pative development through devolution of power. Self-help
groups and movements play, according to Gsaenger, an out-
standing role in the development of appropriate social secu-
rity systems many times through the provision of group funds,
group loans and group insurance. Another group of stakehold-
ers such as charities and churches which assist the sick and
handicapped, can also play a key role in providing informal
social protection. Such groups are normally decentralized and
well integrated into the social structures and in a better posi-
tion to administer social assistance than central governments.
Finally, Gsaenger pointed out that financial technologies are
required which are tailored to encourage self-help, facilitate
access to funds, operate cost efficiently and offer safety. Sav-
ings banks, commercial banks and insurance companies have
to take up a leading and innovative role in this area.

Social Assistance

49. The discussion next turned to the role of social assis-
tance. Whiteford analyzed the conceptual approaches of so-
cial assistance and the reason why there is a case to expand it,
while Blomquist discussed the experience of Mexico and In-
donesia on social assistance. Mr. Agus Saifullah, Director,
National Logistics (BULOG), Government of Indonesia,
presented the Indonesian view of the food security program
initiated by the Government of Indonesia.

50. As discussed in the previous session by Gsaenger, social
assistance can be provided through statutory formal entities
or informal organizations and self-help groups. The main ob-
jectives of social assistance are to prevent extreme hardship
among those with no other resources and to reduce, to the
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extent possible, social exclusion. Target groups for social as-
sistance are mainly the elderly who are unable to save and
without families; poorly functioning families; the disabled and
the severely ill; those who are unable to participate in the
labor market; people affected by the financial crisis and the
socially excluded. Social assistance may be provided in cash
or kind such as free meals, milk for school children, health
cards, targeted public employment programs, unemployment
assistance, free housing or subsidized housing, safe housing
for women and children who experience domestic violence,
and minimum living guarantees for urban residents. It was
then argued that there are many reasons for providing social
assistance which include:
● the effectiveness of traditional SSNs provided by fami-

lies or communities seems to deteriorate even in the
Asian context. Societies are changing; there are new vul-
nerable groups such as single mothers or widows who
cannot rely on family support

● lower fertility rates and reduced family sizes lead to new
demands for social assistance in some countries

● increasing incomes normally lead to increased demand
for social assistance, including demand for health care

● economic restructuring especially in the shift to a mar-
ket economy and more open economies are often sub-
ject to economic shocks which increase the number of
the poor and vulnerable. This in turn often requires an
increase of social assistance

● other forms of social protection, such as social insur-
ance, are frequently not effective in particular in cases
where the target beneficiaries cannot contribute to so-
cial protection

51. While social assistance used to be provided in the past
frequently in the form of universal programs, it was noted
that there has been recently a trend toward targeted programs
for specific groups of the vulnerable or poor individuals. Tar-
geting requires specific methods that distinguish those who
are qualified or in need to receive social assistance from those
who are not needy. This can be done through introduction of
self-targeting mechanisms, means testing or by using a re-
gional (such as community-based) approach for target group
selections. All these approaches have their pros and cons with
regard to information or administrative requirements. Many
countries also increase their monitoring and evaluation ef-
forts in order to evaluate the impact of such programs. Again,
this would require increased information and analytical ca-
pacity; but it has its clear benefits as the impact assessment
can be incorporated into the planning process. During the dis-
cussions it was pointed out, however, that political reality
sometimes puts a limit on targeting due to the influence of
various interest groups who want to make sure that they also
benefit from the program. It was also noted that given the
potentially high administrative and other costs of many so-
cial assistance programs, policy interventions that foster self-
selection have had considerable appeal. Public employment
schemes, in which individuals provide labor in exchange for
benefits are just one example of self-targeted programs that
have generated a great deal of interest. Such programs offer
adequate, but minimum levels of support.

52. Social assistance can be provided for a large number of
“deserving” target groups, for various purposes and through
different instruments. Accordingly, the approaches and ex-
periences of developing countries with social assistance dif-
fer significantly. Blomquist explained this by presenting two
case studies, namely in Mexico and Indonesia, which were
based on different conceptual approaches of social assis-
tance. In one scheme, social assistance is delivered through
subsidies. The other program is based on the provision of
cash transfers.

53. Mexico was severely affected in 1994/1995 by the so-
called “Tequila” crisis. At the onset of the crisis, Mexico had
a fairly rich set of safety nets programs that were integrated
into a larger set of social policies which emphasized human
development, targeted subsidies and conditional transfers.
However, the availability of social insurance was limited. As
a result of the financial crisis, Mexico introduced the Progresa
Program that focused on cash transfers, school supplies, nu-
trition supplements conditional on children’s attendance at
school, and basic health services to eligible households af-
fected by the crisis. The program at its peak reached 2.5 mil-
lion families and required twenty percent of the federal poverty
budget or 0.2 percent of GDP. The program relied heavily on
proper targeting mechanisms. Mexico’s experience demon-
strated clearly the pros and cons of such targeted transfer ap-
proach and of cash payment: targeting that can improve school
attendance and health-care use provide fungible support for
the poor and may promote human capital development. Such
targeting, however, requires access to school and health fa-
cilities, extensive monitoring and a substantial amount of in-
formation. The targeting also excluded those poor people who
did live in non-marginal communities. The cash transfer pro-
gram can be used in a fungible manner, does not distort prices,
the requirements can be well predicted and can serve as an
automatic stabilizer. However, the fungibility of cash trans-
fers could also lead to unintended use of funds, distort work
incentives and is information intensive.

54. Together with other countries in the region, Indonesia
weathered the 1997/1998 financial crisis which was exacer-
bated by a simultaneous natural calamity, the El Nino. As a
consequence of these dual effects, there was an increase in
bankruptcies and layoffs, an increase of the urban poor, a rise
in food prices, an increase in the number of rural poor and a
decline in household incomes of many families in real terms.
The Government of Indonesia responded to these develop-
ments by introducing several social assistance programs to
allow for continued access to critical social services through
introducing a basic health card system, subsidizing generic
drugs and providing student scholarship and block grants. It
also introduced public works (Padat Karya) programs and
created a micro-credit program (PDM-DKE). Most impor-
tantly, however, it improved food security by introducing the
OPK rice subsidy program, which replaced a general subsidy
program that was in place before the crisis. This revised pro-
gram was a targeted price subsidy program that aims at dis-
tributing rice directly to poor households at subsidized prices.
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55. Saifullah added to Blomquist’s presentation by discuss-
ing in greater detail Indonesia’s experience in providing food
security to the poor. According to Saifullah, the program was
designed to protect poor households affected by the financial
crisis and the El Nino effect from food insecurity. Poor fami-
lies were not able to buy food (rice) at market prices since
their income fell while the price for rice increased sharply. At
its peak, this food security program covered 17.5 million
households or almost 50 million people in 1999 in all parts of
the country. Participating families could receive rice up to 20
kg per month equivalent to about 30 to 40 percent of the total
rice requirement of a family of 5 to 6 persons. The program
was subsidized by the government, amounting to about $600
million per year. Following the recovery of the economy and
the reduction of poverty in Indonesia, the program was ac-
cordingly scaled back in subsequent years. Both speakers
stressed that the program was implemented in a very decen-
tralized manner. The main difficulty was with the proper tar-
geting and selection of poor families, providing subsidies with
low administrative costs, quick implementation and which
were politically palatable. However, they may distort com-
modity prices, can easily leak to non-targeted groups and were
often biased toward the urban population. Additionally, sub-
sidies are often difficult to terminate due to political pressure.

56. In conclusion, the resource speakers summarized lessons
learnt from the social assistance programs as follows:
● In order to ensure that the desired target groups will

benefit from the program, information is critical. A de-
tailed information system therefore needs to be estab-
lished prior to the start of the program

● Advance planning is desirable. It is very difficult to de-
velop a sound social assistance program ‘overnight’

● Social assistance programs should be a permanent ele-
ment of social policy and cover more than temporary
relief arising from transient poverty. However, such pro-
grams should be kept simple, they should be built on
existing programs where feasible and need to be in place
before a crisis occurs

●  A sound program design is important as difficulties nor-
mally occur in program details

● Programs need targeting, monitoring and evaluation
● Programs need to be transparent and accountable
● Programs should be implemented on a counter-cyclical

basis

Social Security

57. As discussed earlier, one objective of SSNs is to per-
form an ex-ante insurance function through social security in
order to mitigate against possible life cycle risks and some
disasters. Accordingly, the next part of the seminar addressed
issues of social security. Mr. Hector Inductivo, Director at
the Regional Office for Asia and the Pacific of the Inter-
national Social Security Association, gave an overview of
Social Securities Principles, Concepts and Trends in Asia and
the Pacific. He pointed out that there are four main approaches
to the delivery of social security benefits, namely:

1 Employer liability schemes: employer benefit schemes
normally place sole responsibility on the employer in
providing cash benefit and medical care services to em-
ployees who suffer work related injury or occupational
disease. The benefits are provided by the employer di-
rectly or through an insurance company. Such schemes
have several shortcomings such as employers’ resistance
to pay claims. As a consequence such schemes are nor-
mally converted into social insurance schemes to which
the employers generally contribute.

2 Provident fund schemes: a provident fund is a com-
pulsory savings scheme wherein contributions from both
employers and employees are accumulated in an indi-
vidual account of the employee. Provident funds are
basically old-age protection schemes wherein the accu-
mulated savings plus interest are paid in a lump sum
when the employee attains retirement age or upon his/
her disability or death. Although provident funds can
play a valuable role in promoting self-help, they are in
some ways deficient as payments are made in lump sums
without regard to the long-term needs of the recipient.
Such funds are therefore based on individual responsi-
bility and are not risk sharing among contributory mem-
bers. As a consequence, many provident funds are
converted into social insurance schemes.

3 Social assistance: as discussed earlier, social assistance
schemes are non-contributory schemes financed from
general tax revenues. While basic social assistance
schemes exist in many DMCs, their scope and outreach
so far is limited.

4 Social insurance: social insurance schemes are usually
compulsory contributory schemes wherein contributions
are paid to a common fund from which the cost of ben-
efits and administration are met. Contributions can be paid
by employers and/or the employee and sometimes are
subsidized by governments. This type of scheme is most
widely implemented by both developed and developing
countries. Accordingly, the discussion under this part of
the seminar is focused mainly on social insurance issues.

58. Inductivo went on to explain that there are nine branches
of benefits that social security normally provides: (i) old
age, (ii) disability, (iii) death, (iv) sickness, (v) maternity,
(vi) medical care, (vii) employment injury, (viii) unemploy-
ment, and (ix) family benefits. Most countries in the region
provide old-age, disability, death and work injury benefits.
Only half of the countries have sickness, maternity and medi-
cal care benefits. Unemployment and family allowances are
available mainly in the industrialized countries and with re-
spect to family benefits in Thailand. In Thailand the law pro-
viding unemployment insurance is  s t i l l  await ing
implementation. At present, coverage under these social se-
curity schemes is limited to workers in the formal sector.
Not covered are mostly the self-employed, agricultural work-
ers, informal sector workers and domestic and casual work-
ers. The idea of social insurance is to extend protection to
entire populations. However, so far no country—not even
the richest ones—can claim to have attained complete uni-
versal coverage.
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59. Coverage in social insurance is generally compulsory as
voluntary coverage will result to “adverse selection” or “moral
hazard” making a voluntary scheme extremely costly to op-
erate. Social insurance should also normally be contributory.
Surplus funds should be invested, risks are to be pooled and
any scheme should focus on social adequacy over individual
equity. Accordingly, contributions and benefits should be earn-
ings related.

60. Another key issue of social insurance is funding. For so-
cial insurance, there are three main types of financial systems:
1 Pay-as-you-go system where the yearly resources

should balance the expected yearly costs for benefits
and administration. Sometimes the social insurance sys-
tem is holding a small reserve fund to meet unforeseen
increases in expenditures or a reduction of income.

2 Fully-funded systems are based on a constant flow of
resources, as a percentage of the insured earnings which
is determined at the outset to adequately meet future
disbursements for an indefinite period.

3 Partially-funded systems such as scaled premium sys-
tems are based on contributions, income and investment
earnings received for a certain time period that will be
sufficient to meet expenditures for that period. When
the income is no longer sufficient to meet current ex-
penditures, contribution rates will have to be increased.

61. Mr. Lawrence Thompson, Senior Fellow at the Ur-
ban Institute, continued Indictivo’s presentation by discuss-
ing in greater depth some of the key policy issues related to
social insurance. He also focused on ways to extend social
protection coverage and on public vs. private management of
social insurance. Thompson pointed out that the purpose of
social security program is to provide income support to people
who have suffered a reduction in earning capacity due to ill-
ness, disability, work injury or old age, to support those who
have become unemployed, to guarantee a floor of support
under the incomes of the poorest families and to assure ac-
cess to needed health services. As a general proposition, these
programs are not created for the purpose of altering the broader
economic environment or to develop (capital) markets al-
though they should, to the extent possible, be structured in a
way to encourage positive economic outcomes and to avoid
negative economic impacts.

62. Thompson then continued to discuss three kinds of eco-
nomic issues that often crop up in social security debates,
largely in the context of pension programs and unemploy-
ment benefit programs. These involve the interactions between
social security programs and national savings, labor supply
incentives and financial market development.

63. Regarding the interaction between social security and
macroeconomic variables, he noted that evidence regarding
the relationship between savings and social security contri-
butions remains unclear. Logic suggests that funded systems
should increase savings, but studies of personal savings be-
havior and the variation in national saving rates produce in-

consistent results. The impact of social security on savings is
either modest or poorly measured.

64. Regarding the relationship between social security and
labor supply, he pointed out that earnings related taxes for
social security seem to have little impact on the behavior of
primary workers in a family, but do seem to discourage, some-
what, the work effort of secondary workers. Regarding un-
employment insurance, there is evidence that the availability
of benefits is likely to extend the unemployment period, and
the higher the benefit, the more likely it is to have such an
impact. The availability of benefits does allow job-seekers
more time to identify the most productive alternative employ-
ment opportunity, but has the disadvantage of reducing short-
term labor supply. There appears also to be a direct link
between labor supply and the availability of pension benefits,
as workers tend to opt for retirement benefits as soon as they
are available. Attempts to reduce unemployment through en-
couraging early retirement seem mainly to raise public sector
cost without having the desired impact on unemployment rates.
Raising the age at which benefits become available will both
reduce pension costs and encourage older workers to stay in
the labor force.

65. Continuing, Thompson explained that under the right cir-
cumstances, advance funded pensions could make important
contributions to improving capital markets as pension insti-
tutions become an ongoing supplier of long-term savings and
a catalyst for institutional development. Recent experience
shows, however, that the pension funds by themselves are not
sufficient. Capital market reforms require commitment to in-
stitutional change, improved corporate governance and regu-
latory reform. In the absence of these other changes a pension
reform can produce worse results than continuing a pay-as-
you-go system.

66. In his second presentation, Thompson discussed ways
to expand the coverage of social protection systems. He
pointed out that this issue is mainly related to contributory
programs, where coverage is determined both by law and
by the effectiveness of enforcement. The present barriers to
extending coverage are primarily administrative inadequa-
cies (such as assessment of contribution liabilities, collec-
tions, maintenance of records, etc); the limited capacity of
covered employers, in particular small and medium-sized
enterprises to contribute, and the political will to force em-
ployers to comply. The limits in contribution capacity re-
quire that the coverage extensions be focused first on those
protection needs having the highest priority for the informal
sector—probably health, disability and burial protections.
Some cross subsidization of the costs from the formal sec-
tor would also help. One mechanism for overcoming the
administrative challenges of earnings-related contributions
is to focus on alternative measures of ability to pay, such as
land and livestock holdings. In concluding, Thompson
stressed that extending social protection coverage requires
political commitment, careful policy development, adequate
attention to administrative capacity and a formalization of
the informal sector system.
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67. Dr. Huck-ju Kwon, Assistant Professor, Sung Kyun
Kwan University added to this presentation by presenting
Korea’s experience in establishing a national health insur-
ance system. He pointed out that the development of the Ko-
rean National Health Insurance started in 1965 when it was
set up as a pilot program. The history of the National Health
Insurance can be divided into four different stages. To cap-
ture the characteristics of each stage, special attention has to
be paid to the role of the state in the financing of the National
Health Insurance, using concepts of regulator and provider.
He stressed that political commitment ultimately was the key
for health insurance in Korea to succeed.

68. In the first stage (1965-1977), the National Health Insur-
ance in Korea failed to pass through the legislation process due
to an objection from the Supreme Council of the military gov-
ernment. Instead a pilot program was launched without much
success. In the second stage (1977-1988), the state took a se-
lective approach to National Health Insurance. In other words,
only those who could pay premiums, i.e. public employees and
industrial workers, were covered at this stage although it be-
came a compulsory program. This was because the state did
not provide funding for National Health Insurance and only
played the role of regulator. Nevertheless, the National Health
Insurance expanded its coverage very rapidly in this phase.
However, many groups such as the self-employed, farmers, in-
formal sector workers, and the elderly remained outside the
program. In the third stage (1988-2000), the state began to play
a role of provider and this allowed those previously outside to
join the program. A fragmented management system of Na-
tional Health Insurance was also integrated into one National
Health Insurance Corporation, but the separate funding was
maintained for the public employees, industrial workers and
regional members. Kwon then argued that the selective approach
in which the state played a role of regulator was inevitable at
the beginning. He also suggested that the Korean National
Health Insurance has been through a number of reforms and
changes due to the selective approach at the beginning. In the
fourth stage (since 2000), the major challenge will be to con-
tain the rising cost of the National Health Insurance, in particu-
lar due to the growing demand of the elderly and rising cost of
modern medical technology.

69. Another presentation given by Mr. Yoshihiro Kaneko,
Senior Research Fellow at the National Institute of Popu-
lation and Social Security Research of Japan, discussed
Social Security in Japan. He pointed out that public social
assistance goes back to 1874, with the modern version of pub-
lic assistance that was introduced in the aftermath of the Sec-
ond World War. Social assistance is based until today on a
few basic principles: (i) public assistance to people in need is
a responsibility of the state, (ii) all citizens have a right to
claim public assistance provided they meet the economic cri-
teria for receiving such assistance, (iii) the state guarantees to
all citizens a minimum level of healthy and cultural life, and
(iv) public assistance is a supplement to all resources avail-
able to the applicant. Assistance is mainly given to elderly
households, single mother households and households with
disabled or sick persons.

70. In 1961, Japan introduced a universal health insurance
and pension scheme and in April 2000, a long-term health
care insurance. Like in Korea, the introduction of these
schemes was largely facilitated by a political consensus that
had emerged in the country on the need to introduce such
schemes. These schemes are systematically refined and ex-
panded. The pension is based on a three-tier system, covering
a basic public pension, a national income related public pen-
sion covering most employees and optional scheme for larger
pensions. This tier is private or public and is provided by
employers or by collective national pension funds for the self-
employed. Japan also provides a public mandatory insurance
program that is run by two systems: occupation-based and
region-based. All these schemes are financed by premiums,
subsidies from the general budget and co-payments by pa-
tients. Patients can freely choose the medical service provid-
ers without constraint and medical services are standardized
by law. As in many industrialized countries, the social insur-
ance schemes face similar problems, which mainly relate to
the aging of the population, rapidly increasing costs of ser-
vices and changing employment patterns. This has led to dif-
ficulties in financing old age pensions and to deficits in the
health insurance schemes.

Area- and Micro-based Programs

71. The discussion on formal social security revealed the limi-
tations to such schemes in reaching the majority of the popu-
lation. Consequently, the seminar discussed new and innovative
approaches to social protection that are considered suitable to
reach some sections of the population who so far are excluded
from social security. Micro- and area-based programs in sup-
port of social safety are considered suitable to address the needs
of the poor and the vulnerable and consist mainly of micro-
insurance schemes, public works programs and social funds.
They are labor intensive and require grass-root participation.
In addition, area-based programs, such as public works and
social funds, are not limited to transfers but also contribute to
economic growth through productive investments.

72. The presentations on area- and micro-based schemes
started with a discussion on micro-insurance. First, Ms.
Mitsuko Horiuchi, Special Regional Adviser on Gender
Issues/Director at the International Labor Organization,
Tokyo, briefly presented the role of the ILO in extending so-
cial protection in Asia. This was followed by a case study
presented by Ms. Evy Messell, Coordinator, ILO, on ex-
tending social protection in health to the excluded and gained
experiences from the global ILO-STEP program in the field
of micro-health insurance.

73. According to Horiuchi, social security in Asia was poorly
developed before the Asian crisis. In particular, there was little
provision of replacement income in old age and extension of
social security coverage in particular to women. Access to proper
health care was insufficient and social protection levels were
difficult to maintain in particular in transition economies. This
situation was further aggravated during the Asian crisis. As a
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consequence, after the crisis, fewer people were covered by the
formal social security systems than before the crisis. ILO’s re-
sponse to the crisis was to enhance income security through:
(i) a job creation program based on labor intensive employ-
ment promotion, (ii) enterprise development, (iii) providing
employment services (including for migrant workers), and (iv)
adjusting training systems to the needs arising from the crisis
(active labor market policy including targeted assistance for
child labor and promotion of gender equality in crisis).

74. During the discussion it was pointed out that social pro-
tection schemes should differentiate if possible by gender. The
argument advanced was that gender targeting in favor of
women can be advocated on equity and targeting grounds: (i)
women are often more disadvantaged than men and thus
should benefit more from such programs and (ii) introducing
a gender criteria could add benefits to the program as it would
allow fine-tuning of targeting of resources.

75. Messell then continued her presentation, focusing on in-
novative approaches to extend social protection to the major-
i ty of the excluded. She did this by focusing on
micro-insurance and community-based micro-health insurance
schemes, which can be considered as one example of how to
link formal and informal social protection systems. She noted
that there are now numerous informal insurance systems that
are organized either by a group of people for their own use or
are offered on a non-profit basis by member-based organiza-
tions. Emphasis under these schemes is put on the social capital
aspects and how members of micro-insurance take part in the
decision-making process for selecting the benefit package and
in actual management. The term “micro” refers in this con-
text not to the size of the scheme but to the limited size of the
benefit package.

76. Messell then presented some examples of micro-insur-
ance schemes. She pointed out that she had identified more
than 40 micro-health insurance schemes alone in Bangladesh,
India, Nepal, the Philippines and Thailand. They are all oper-
ating on a non-profit basis and with the objective of extend-
ing health care services to poor family households. Most
schemes are managed by community-based organizations, pro-
fessional organizations, trade unions and religious groups.
Sometimes provincial governments are responsible for man-
aging the insurance schemes.

77. The best-known example of an integrated micro-insur-
ance scheme is the Self Employed Womens’ Association
(SEWA) in India. It is the largest comprehensive contribu-
tory insurance scheme in India for informal workers. In 2000,
about 25,000 women workers were members. The scheme
provides a benefit package consisting of a health compo-
nent, a small maternity benefit component, a life insurance
component and an asset component. All these benefit pack-
ages were developed on a demand-driven basis. Another pro-
gram, the Grameen Kalayan program started as an offshoot
from the Grameen Bank that offers health insurance and acts
as a health provider through its health centers attached to
the branches of the Grameen Bank. The program delivers a

range of health services to insured families. Presently about
38,000 families are covered under the insurance plan. In the
Philippines, various traditional mechanisms have evolved
in low-income communities that provide some form of so-
cial protection for their members. These schemes are often
rooted in traditional forms of family, community and coop-
erative support.

78. Messell then pointed out that there are some key ele-
ments to consider when assessing the sustainability of mi-
cro-health insurance schemes. These include: financial
sustainability, institutional sustainability and member par-
ticipation, linkages with local/national health and social pro-
tection systems as well as technical and administrative
management issues with respect to actuarial analysis, col-
lection and claims management and re-insurance. Conclud-
ing, Messell stated that the existence of such schemes
demonstrates the emerging demand for social security among
the poor. However, many schemes will need, at least during
their initial phase, some outside donor assistance, as was
the case several years before when micro-finance schemes
were first introduced.

79. Subbarao then gave a brief presentation about public
works programs (or public workfare). He explained that pub-
lic works programs typically provide unskilled manual labor
employment for short duration on labor-demanding projects
such as road construction and maintenance, irrigation infra-
structure, reforestation, soil conservation, waste management,
etc. India and Bangladesh have developed significant experi-
ence with public works programs. In other countries such pro-
grams are playing an increasingly important role as well. If
well-designed and implemented, the programs could transfer
benefits and provide (income) stabilization benefits, in addi-
tion to building the much-needed infrastructure. Experience
with these programs has shown that they can reach the poor-
est quintile of the population.

80. Public works often create the impression that the pro-
gram is a government-run program to “create” jobs. The na-
ture of implementation arrangements for public works
program has undergone a sea change in recent years. In par-
ticular, there has been a separation of the scheme “provider”
or “financier” (usually the government, NGO, or an interna-
tional aid agency) and the program “implementor” who could
be either the line ministries of the government, or a private
contractor, or an NGO or a social fund.

81. Public works programs provide immediate transfer ben-
efits to able-bodied poor people willing to participate in short-
duration jobs. Depending on the timing, programs also confer
income (consumption)-smoothing benefits. To this extent,
programs lessen the risk of starvation for those surviving on
the edge. Public works programs, if well designed, can help
construct infrastructure that is often beneficial to the poor
themselves. The program is also amenable to geographic tar-
geting. Poor areas and communities can directly benefit from
the program. In addition, other objectives such as participa-
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tion and empowerment of women and household food secu-
rity can also be realized if the program is carefully designed
and implemented.

82. The extent to which the stated objectives of a public
works programs are realized depend very much on how the
program is designed and implemented. In particular, the pro-
gram should be so designed as to ensure participation by poor
individuals, be cost-effective, and implemented in a manner
that promotes transparency and promotes community involve-
ment and participation.

83. The wage rate is a key determinant of the distributional
outcomes of public works program. In order to promote self-
selection of the poor into the program, it is best to keep the
program wage slightly below the ruling market wage for un-
skilled labor. International experience suggests that it is never
going to easy to fix a wage lower than the prevailing market
though there are some good practice country examples. Dur-
ing the discussion it was pointed out that this may even be
more difficult if minimum wage rates are imposed by gov-
ernment. Evidence suggests that if the program wage were
fixed a level higher than the ruling market wage, substantial
numbers of the non-poor are most likely to be attracted to the
program, thus seriously damaging the targeting effectiveness
of the program.

84. Often the mode of wage payments can also influence
participation decisions of poor families. In some countries,
evidence suggests that payment of wages in kind, or on a piece-
rate basis, or on a task-basis, attracted more women than men
to work sites. However, difficulties of administration may be
considerable in systems that involve wage payments other than
in cash.

85. Likewise, the timing and duration of public works ac-
tivities can also have significant impact on the extent and na-
ture of benefits conferred on the poor. Appropriate timing of
the program in agricultural slack seasons can confer signifi-
cant consumption-smoothing (and risk reduction) benefits to
poor households. For some segments of the poor, such risk
reduction benefits may be more important than transfer ben-
efits.

86. The share of the wage bill in total cost is an important
determinant of the cost-effectiveness of the program. It de-
pends on various factors including the nature of the asset cre-
ated, the availability of technically and economically feasible
labor-based methods of production, etc. Not surprisingly, there
is much cross-country variation in the share of labor cost in
total costs. Development and dissemination of labor-inten-
sive designs, coupled with quick payments to implementing
agencies, can encourage adoption of labor-based methods.

87. Available estimates suggest that public works programs
are not necessarily a cost-effective way to transfer benefits to
the poor. Much depends on the value of the assets created,
and the value of risk benefits conferred. If only the immedi-

ate (current) transfer benefits were considered, estimates sug-
gest for a low income country $1 worth of income can trans-
ferred at a cost of $3.60, but if the future benefits (from the
asset created) are also factored into, the cost would drop to
$2.50. Cost-effectiveness calculations are important, but the
above numbers need to be interpreted with caution. It is im-
portant to bear in mind both the direct and indirect benefits,
and the first and second round benefits, even if one is not able
to quantify each of these benefits.

88. Subbarao’s presentation was complemented by a case
study presented by Kwon who presented the public works
projects which the Government of Korea initiated immedi-
ately after the Asian crisis hit the country. After the 1997/
1998 financial crisis, the Korean government carried out eco-
nomic and social reforms in the country. In the process, a
great number of people were made redundant. The Korean
government responded to the high level of unemployment with
a number of social programs. These include the Public Works
Projects that were targeted at the unemployed with low in-
come and without eligibility for unemployment benefits. In
selecting participants and monitoring the implementation of
the public works projects, steering committees set up in local
districts played an important role. In terms of outcome, the
public works projects provided on average 400,000 jobs at
one point in time in 1999 which amounts to almost 60 per-
cent of the then unemployed.

89. Kwon also argued on the need to continue with the pub-
lic works projects in Asia. Such projects should be consid-
ered as part of the overall system of welfare programs. Asian
nations, which used to be reluctant to introduce welfare pro-
grams, need to take active steps now not only to introduce
social protection for their citizens but also to enhance their
economic competitiveness. For this reason, sustainable pub-
lic works programs should be encouraged which requires
maintenance of political support.

90. Mr. M. S. Shivakumar, Advisor to the Social Fund of
the Kingdom of Cambodia and the World Bank, gave a
presentation on the role of social funds in the context of social
protection. He stated that Social Funds are relatively new in-
struments that aim not only at employment creation in response
to an economic crisis but also to deliver basic services to the
poor. They are designed to build local capacity for the sus-
tainable provision of services, and reinforce community con-
fidence and trust in the state leading in many cases to political
and social reconciliation. The fact that these funds are imple-
mented in a participatory manner ensures that they are admin-
istratively autonomous which contributes to the sustainability
of the project. As such the objectives of social fund programs
are normally wider than those of public works programs.

91. Shivakumar next turned to discuss in greater detail his
experience with the Social Fund of the Kingdom of Cambo-
dia (SFKC), which was established in 1995. The Fund is an
autonomous agency set up to assist, based on a demand-driven
approach, in the rapid rehabilitation of social and economic
infrastructure facilities. Since its inception, the SFKC has been
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an entirely locally-managed agency with minimal inputs pro-
vided by non-Cambodian technical and managerial person-
nel. In the past six years, the SFKC has disbursed about
US$29.5 million for 2,413 small-scale economic and social
infrastructure sub-projects that have benefited, directly and/
or indirectly, nearly three million people.

92. Since its inception, the SFKC has assisted in re-estab-
lishing functional links between the state and the beneficiary
communities, returning credibility to the public sector and
introducing a culture of contractual commitments and account-
ability in the management of public resources.

93. Further, SFKC’s experience illustrates that institutional
autonomy eliminated bureaucratic constraints, as projects were
appraised and approved months ahead of normal government
channels, completing more civil works, utilizing independent
and transparent methods of management, and the technical su-
pervision and skills of private contractors, than other agencies
were able to do in the same period. However, institutional in-
dependence did not necessarily lead to community-based, de-
mand-driven projects from the poorer and the most vulnerable
segments of society, because demand was first expressed by
communities with the skills necessary to prepare proposals and
gain access to the fund. At times this demand was even ex-
pressed by local elite or contractors.

94. The SFKC has gained significant levels of internal effi-
ciency since it has been able to deliver services at a lower
overhead cost (about 8 percent of the total) compared to other
public agencies. Evidence shows a lower per-unit cost of in-
frastructure facilities built, with savings as high as twenty
percent in specific cases.

95. As the recent work of SFKC in providing rehabilitation
assistance to communities affected by flooding illustrates, the
social fund model has been effective in appraising, approving
and completing civil works within a reasonable time-frame,
while maintaining per-unit project costs, and in doing so,
SFKC has shown its ability to respond quickly to the needs of
the beneficiary target groups and to deliver assistance.

Future Directions

96. After having completed the discussion on the various as-
pects of SSNs, Ms. Isabel Ortiz, ADB Senior Economist,  pre-
sented ADB’s future role in social protection. She first made a
strong case for social protection in Asia and the Pacific. Asia
and the Pacific is a young, rural and poor region. With half of
the world’s population, more than 900 million poor and about
forty percent of the population below nineteen years of age,
the development challenge of the Asia Pacific region is to
achieve sufficient pro-poor and sustainable growth to secure
the inclusion of the poor and the young new entrants into the
development process. However, growth alone is not a suffi-
cient condition for generating inclusive societies. Populations,
households, and individuals face various risks that can plunge
them into poverty, so societies have to take steps to reduce their

vulnerability and to cope with the effects when shocks occur.
Risks may include natural disasters; civil conflicts; economic
downturns, of which the 1997 Asian financial crisis is the most
recent example; or idiosyncratic household reversals, such as
crop failures, unemployment, illness, accident, disability, death,
and old age, threatening the future of the household and its
members. The ongoing globalization process offers new op-
portunities but also brings along increased vulnerability as dem-
onstrated by the Asian crisis or many transition economies.
Modernization enhances the process of social mobility, migra-
tion, urbanization, disintegration of families and community
networks. As a consequence informal traditional safety nets
may no longer be adequate.

97. She then discussed in detail the five elements of social
protection and presented a policy matrix, which highlighted
the advantages and disadvantages of the various social pro-
tection instruments (social insurance, social assistance, labor
market policies, micro- and area-based schemes and child
protection programs). The matrix also elaborated for which
target groups the policy interventions are best suited, the typi-
cal way of financing, the possible institutional structures and
suitable targeting mechanisms.

98. Most Asia and Pacific DMCs have already social pro-
tection systems in place, but most of them suffer from limited
coverage and insufficient funding. Often funds are incorrectly
distributed among programs and instruments are inadequate
oftentimes simply copied from industrialized countries. In
addition there are other factors that restrict access to statutory
social protection schemes such as legal restrictions, adminis-
trative bottlenecks and problems with compliance. Accord-
ingly, there needs for reforming social protection in Asia and
the Pacific are pressing. In its mission to reduce poverty in
the Asia and Pacific region, the ADB can assist its DMCs in
undertaking such reforms. The main objectives of such re-
forms should:
● increase coverage for effective protection of the major-

ity of the population
● ensure sustainability, financing and good governance
● be implemented through an integrated approach prefer-

ably through national commissions for social protec-
tion

● be implemented in a way assuring efficient operations,
and minimizing charges and impacts on public budgets

● help to protect special populations such as indigenous
or vulnerable people

99. Ortiz stressed that blueprint approaches are not suitable
to serve country needs. Asia and the Pacific is a vast region
and social protection priorities are different from one country
to another. Given the broad variety of social protection inter-
ventions (labor markets, social insurance, social assistance,
area-based schemes and child protection), investments should
be prioritized to serve country-specific needs. The selection
approaches will require an evaluation of the country needs
and available resources, including optimal delivery mecha-
nisms. The country assessments should include:
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● Country needs: analyzing demographic patterns, labor
market trends, and major sources of risk and vulner-
ability; the analysis should include a rational
prioritization of country’s top social protection needs
based on quantitative evidence

● Existing institutions: evaluation of the efficiency and
coverage of existing social protection programs, and
evaluating the possible roles, and risks involved, in us-
ing public, market based and civil society/NGO mecha-
nisms to assess the feasibility of new social protection
programs

● Economic sustainability: assessing the resources avail-
able for social protection programs and the effective-
ness of current support programs (design of programs
and funding) to meet the needs of the poor, and vulner-
able groups, and possible changes/reforms

● The political economy of reform: Social protection strat-
egies are complex undertakings in which some groups
may benefit more than others? Reforms should be ar-
ticulated in an integrated manner and discussed with all
relevant stakeholders

100. In concluding Ortiz stressed that investing in social pro-
tection will reduce vulnerability and poverty, promote eco-
nomic growth by increasing domestic demand and raise the
productivity of the workforce. However, such investments
are not without cost: additional human and financial resource
will be required within DMC governments and in ADB it-
self.

101. After Ortiz’ presentation, participants shared their visions
about possible future developments of social protection sys-
tems in their countries taking into account the main findings
of the seminar.

Cambodia

102. Considering the specific situation of Cambodia, partici-
pants identified four main priority areas for the development
of social protection:

1 promoting national health coverage mainly through cre-
ating micro-health insurance and developing commu-
nity solidarity. Such schemes would allow those
segments of the population access to health care that
are presently not covered at all. This would, however,
require increased participation and saving efforts by lo-
cal communities and a higher budget allocation to health
care by the central government. In this context, a health
information system needs to be developed and medical
staff trained and their numbers expanded. Continued
support by international donors including NGOs through
grants and soft loans is needed

2 promoting rural infrastructure and social development
through the expansion of the social fund programs which
will focus on poor peoples’ access to clean water, food
security, basic education and vocational training. Such
programs should be implemented in a highly decentral-
ized and participatory manner

3 promoting expansion of coverage of pensions in the for-
mal sector. In order to ensure this, it is considered nec-
essary to adapt a social security law and to encourage
the creation of private social security firms

4 develop social assistance programs for demobilized sol-
diers and widows through technical training, provision
of micro-credit, housing and land

Indonesia

103. The Indonesian participants stressed the need for further
evolution of their countries’ social protection system to cover
wider segments of the population. Prior to the crisis, few people
were protected from various risks with only limited coverage
and benefits. During the crisis, coverage was expanded through
short-term programs to those affected by the crisis. It will now
be necessary to enhance social protection on a sustainable ba-
sis, covering wider segments of the population. This could be
achieved through the involvement of CSOs and NGOs and
through further decentralization of the social protection sys-
tem. This in turn will require improvement of the managerial
capacities of the various stakeholders involved through techni-
cal assistance and some re-direction of public funds, including
foreign assistance to social protection programs. The partici-
pants pointed out that in order to assure better delivery and
sustainability, performance indicators would need to be estab-
lished and an information and data base established in order to
allow for effective monitoring and evaluation of the programs.

Malaysia

104. According to the Malaysian participants, the existing
three-tier social protection system of Malaysia is already quite
comprehensive and is serving the required purposes. How-
ever, some aspects of it can be further strengthened. In the
long term (e.g. 2020), it is envisaged to: (i) create a caring
society which will give special attention to indigenous groups,
(ii) provide special tax exemptions for the disabled, and (iii)
introduce special programs such as micro-credit programs for
the hard core poor. In the medium term, the introduction of
sickness and maternity insurance is under discussion; how-
ever, there are still reservations regarding the provision of
unemployment and family benefits.

Lao PDR

105. The future social protection system of Lao PDR should
take into account the needs of both the formal and informal
sector and consist of regular social protection programs as
well as emergency measures. In order to strengthen and ex-
pand social protection, some capacity-building initiatives will
be required. This would include an improvement of the house-
hold data information, establishing an early warning system
for economic and natural disasters, strengthening the legal
framework for social protection and institutional strengthen-
ing by encouraging better coordination among government
agencies, CSOs, NGOs and donor agencies.
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106. The participants noted that future social protection sys-
tems need to be multi-layered and specifically designed for
vulnerable groups. Possible actions could include: (i) expand-
ing social insurance for formal sector employees including
the military and police, (ii) setting up a small health insur-
ance scheme initially for the formal sector and gradually ex-
panding it into the informal sector, and (iii) setting up an
emergency fund for disaster preparedness.

Philippines

107. The Social Security system of the Philippines will attempt
to complete the provisions of the nine branches of social secu-
rity of the ILO Convention 102 which establishes minimum
standards of social security. To achieve this, a three-layered
social protection system should be introduced, covering the
following: (i) basic social services financed by tax revenues,
(ii) social insurance and provident funds which are partially
funded, and (iii) voluntary supplementary pension schemes
which are funded through personal savings. This system is ex-
pected to contribute to greater national solidarity and greater
readiness of the Philippines to face global competition.

Thailand

108. According to the representatives of Thailand, the main
objectives of future social protection should aim for continued
poverty reduction, improvement of the quality of life and self-
reliance, promotion of productive and freely-chosen forms of
employment as well as decent work opportunities for men and
women and protection of vulnerable groups through proper risk
management. In order to achieve these objectives, it will be
necessary to further extend the social protection system and to
promote community-based social protection. This could be
achieved by strengthening existing programs such as the social
insurance system (sickness, death, maternity, disability, old age
and family allowance), expanding social assistance by provid-
ing benefits for elderly poor and HIV/AIDS sufferers and by
strengthening existing provident funds. This will require im-
provement of the effectiveness of the existing programs which
can be achieved by: (i) improving the methodology of means-
testing for better targeting beneficiaries, (ii) improving the ex-
isting database which will also improve monitoring and
evaluation, (iii) capacity building, and (iv) law enforcement. In
the medium-term, it is hoped that such activities will allow all
formal employees access to social insurance, introduce a uni-

versal health care, improve pension plans and expand unem-
ployment insurance programs to cover all working people.

Viet Nam

109. The participants from Viet Nam suggested that in the fu-
ture the country will tackle the following five priority issues:

1 providing basic social services to target groups

2 enhancing human resource development using SSNs as
a measure for improving human capital of the poor

3 rural development

4 assisting ethnic minorities

5 providing assistance for newly emerging disadvantaged
groups, such as the urban poor, laid off workers, infor-
mally employed children, migrant workers and people
affected by globalization and trade liberalization

110. Considering all the available options for social protec-
tion in Viet Nam, it was considered appropriate to adopt the
following approaches to achieve the above objectives:
● micro-finance and micro-insurance program
● community-based insurance programs
● public works programs
● introduction of unemployment insurance to support the

corporate restructuring process

111. The implementation of such programs would require
improving of the effectiveness of existing programs and
the mobilization of additional resources, including assis-
tance from foreign donors and improved targeting.

Conclusion

112. In concluding, the participants and speakers suggested
that the dialogue that evolved during the seminar be contin-
ued. Further, in-depth discussions on specific policy issues of
social protection such as linking formal and informal social
security and promoting mutual help were considered desir-
able. This continued dialogue should also include technical
aspects of social protection such as delivery mechanisms of
social insurance, collection systems, targeting in social assis-
tance or how to undertake social risk assessment and estab-
lish a reliable information and evaluation system. ADB
Institute is currently considering a second phase of the pro-
gram that will be designed in close cooperation with the par-
ticipants and resource persons.
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Abstract from Executive Summary Series No. S43/01 on

Reforming Pension Systems in South Asia: Part 1 - Policy Conference

[Download the full text at www.adbi.org/PDF/ess/ESS43.pdf]

1 Current social security systems in South Asia not only have a nar-
row coverage, but are also fiscally, financially and politically un-
sustainable. Therefore they impede deeper and broader macro
and microeconomic reforms and international competitiveness.

2 There is an urgent need to shift the focus of the social security sys-
tems from primarily welfare orientation to a better balance with a
development focus. In social security, need should not be confused
with effective demand or capacity to deliver services.

3 South Asian countries are demographically still relatively young and
the rapid ageing of populations is not a serious problem at this time.
However, populations are ageing at a very low level of per capita
income, and the absolute levels of older persons will become very
large in the next 20-30 years. Thus, the time is right for them to make
an early start toward the needed reform.

4 Political will and leadership are essential preconditions for sus-
tainable reform.

5 Pension system reform should form an integrated part of an over-
all set of economic reforms designed to enhance macroeconomic
sustainability, efficiency, capacity to generate growth and equity. It
should not be carried out in isolation.

6 Partnerships between various domestic stakeholders and multi-
lateral organizations are essential to build capacity, to generate suf-
ficient resources, and to build broad support for the reform process,
which needs to be sustained over the long term. International experi-
ence suggests that a 75-year time frame is essential when formulating
basic principles and key design features of social security systems.
Parametric changes, however, can be made as circumstances warrant.

7 There is no single model of pension reform that is appropriate for all
countries. Each country must carefully assess the model most suit-
able for its initial conditions, objectives, capacity, and resources.

8 Research expertise and implementation capacity concerning social
security issues remain weak in South Asia. There is a strong case for
supporting the establishment of pension research centers with ini-
tiatives from the private sector.

9 Current social security arrangements in South Asia differ among three
broad groups, i.e. private sector employees in the formal sector, civil
servants, and those in the informal sector. It is the last group that forms
the bulk of a country’s population. Reforms are needed for each
group, though the strategies and measures may vary.

10 Private sector employees in the formal sector are covered by provi-
dent fund systems. These are defined contribution (DC) systems that
are by definition fully funded. Investment practices of the accu-
mulated balances in provident funds are not however consistent
with the modern theory and practice of portfolio management.
There is little diversification of the portfolios, interest rates on provi-
dent fund balances are determined administratively rather than by
the market, and the funds are not used to assist in the development
of capital markets or in improving corporate governance. Thus, the
long-term savings for retirement are not used to improve the effi-
ciency with which savings are translated into economically viable
and productive investments.

11 There is urgent need to bring professionalism and expertise into
the operations of the provident fund systems in South Asia, and
to gradually phase out the automatic dependence of public finance
on provident fund contributions.

12 There is considerable scope for using information technology to
reduce administration costs and raise the quality and timelines of
services, and to improve compliance with provident fund registra-
tions.

13 Reforms of provident funds should attempt to capture economies
of scale in administration and record keeping, but permit decen-
tralized investment function consistent with modern theories of port-
folio management.

14 The civil service pensions in South Asia are non-contributory by
employees. They are entirely financed out of the current budgetary
revenue. They are thus based on a different philosophy than the
system for the private sector employees.  Moreover, civil ser-
vants receive survivors’ benefits and protection against inflation
and longevity risks, and are also eligible for generous health ben-
efits for themselves and their dependents for life.

15 Yet the current arrangements for civil servants are unaffordable.
Thus, a shift to a combination of DC and DB arrangements is a mat-
ter of great urgency if fiscal consolidation and flexibility are to be
achieved. Record keeping and benefit distribution efficiency also need
to be substantially improved.

16 In different countries, the question of whether pension arrangements
should be the same for employees of central government and those of
provincial (or state) and local governments should be carefully consid-
ered. As states are granted more responsibilities in pursuing their eco-
nomic and social policies, uniformity in pension arrangements of
civil servants across states may also need to be reconsidered.

17 The third group, comprising employees in the informal sector,
presents even more formidable challenges for policymakers. No
single strategy or policy is likely to be adequate, but a combination
of them can lead to perceptible improvement.

18 The key focus of any social security reform should be on in-
creasing the trend rate of growth. To the extent that the employ-
ment elasticity of growth is high, the share of the informal sector
may diminish over time.

19 In South Asia, there are a large number of social assistance schemes
at the central, state and local levels that target the informal sector.
These are of differing effectiveness, and in general they over-promise
and under-deliver. This needs to be addressed through better pub-
lic expenditure management.

20 There is a need to bring economic and organizational analysis to
bear on the design and actual implementation of various schemes for
the informal sector, with a view to reducing transaction costs and
better targeting, and improving the quality of services delivered.

21 Partnerships between governments, NGOs and communities
need to be encouraged and better coordinated. The focus of such
partnerships should not just be the provision of assistance in old
age but to strengthen the capacity of those in the informal sector to
earn incomes over their lifetimes.

22 Micro-credit and micro-insurance institutions and arrange-
ments need to be facilitated and encouraged in the informal sector.

23 Arrangements for pooling small savings (e.g. through the reach of
post office savings banks) of those in the informal sector with a
view to improving returns also need to be made.
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