“Global Financial Crisis and its Social Impact in the Countries in ASEAN”.
1.
The Financial Crisis as it played out in ASEAN countries

A.
The 1997 Asian Crisis

What began as a currency crisis in Thailand, in 1997, developed into an economic and then a social crisis across the region and beyond. Within the ASEAN region, the financial crisis quickly translated into a drastic contraction in production and employment in Indonesia, Malaysia, the Philippines and Thailand, the four hardest-hit countries in the sub-region (Lee and Rhee 1999). The fall in real GDP in 1998 compared with 1997 ranged from 13.1 per cent in Indonesia to 0.6 per cent in the Philippines, while the rise in open unemployment rates was most conspicuous in Thailand (from 0.9 to 4.4 per cent).

The social impact of the 1997 financial crisis was evident in several ways (Lee, 1998). First, the sharp contraction in production reduced the demand for labour, which resulted in a reduction in real wage rates and an increase in unemployment. Second, a bout of high inflation during the crisis and its aftermath dented real household expenditure. Third, higher import prices as a result of real currency devaluation reduced the purchasing power of household income. Fourth, a substantial loss of property income (dividends, capital gains and rents) reduced total household income. In addition, the welfare of poor households further deteriorated as the respective Governments lowered spending on education, health care and other social services as a consequence of the economic downturn.

The social impact of the crisis was substantial and, more important, the impact on poverty was much more severe in some countries than others. One important reason is that workers displaced from the formal industrial sector were absorbed in agricultural and (informal) service employment. In other words, much of the adjustment took the form of lower real wages. In some counties, such as Indonesia and Philippines, it was pointed out that foreign migrant workers bore the greater brunt of the adjustment burden (World Bank 2000a).
Report after report that followed the 97 crisis indicated that women were often the first workers to be laid off – both because the industries in which they predominate (e.g. textiles and garments) were those most affected by the crisis and because women were less unionised and therefore easier to sack (ESCAP, 2003). The unemployment situation was also aggravated by increasing numbers of returning migrant labourers, many of who were women, being expelled by countries, which were experiencing their own unemployment problems.

Moreover, cuts in public social sector expenditure, that came in the aftermath of the crisis, rising prices for foodstuffs and other basic commodities caused partly by increasing costs of imports brought even more hardships, especially for women who have primary responsibility for balancing household budgets and care of the family.

The main lessons of the 1997 crisis, in terms of social development, were threefold. First, the crisis had a large, negative effect on household welfare, mainly due to labour demand shocks. Poverty became more acute throughout the region, and other social indicators, such as decent work, school attendance, healthcare and others worsened in some countries. Second, households and governments largely reacted to the crisis in sensible ways. Households protected their consumption of some critical items, such as staple foods, while the labour market reflected the impact of falling wage incomes and the reduced availability of formal sector jobs Governments launched emergency efforts, most often funded by donor organisations to provide urgently needed financial support and modified existing safety net programmes, and worked hard to gather data which could be used to inform policies.

Additionally, informal social protection mechanisms provided by the family, community and non-governmental organisations (NGOs), were mobilised to mitigate the shocks of the crisis. These measures, however, were not sufficient to adequately address the problems and hardships brought about by the aggregate shocks of an economic crisis. The third lesson, therefore, was that the crisis exposed important limitations in the ability of private and public safety nets to cope with a shock of this magnitude, and revealed the need for more comprehensive social protection policies and institutions to help households manage risks. The social protection schemes existing in the crisis-hit countries, prior to the crisis, provided protection for formal sector workers but only to a very limited extent. Formal statutory social protection programmes such as old age and disability benefits, pension systems, etc. were limited in their coverage and did not include the self-employed, the part-time employed, daily labourers in urban centres who come from rural areas, laid off workers from state owned enterprises, agricultural labourers, domestic workers, migrant workers and those working in the informal sector. Importantly, women were concentrated in many of these sectors of employment, more so in the informal sector. What emerged from reviews of the pre-crisis social protection schemes as well as the crisis-initiated social safety nets was that these policies and programmes were lacking in gender responsiveness and often missed the most vulnerable sectors of the crisis-hit population.

B.
The Current Crisis

The current crisis is broader and deeper than the Asian financial crisis of 1997–1998. It is also more complex. While the Asian financial crisis arose from structural weaknesses in financial and monetary systems at home, the current crisis came from financial and economic meltdowns in the advanced countries, especially the United States. The US subprime mortgage collapse, shattered confidence in major global financial institutions and instruments, massive deleveraging, crashing equity prices, and frozen credit markets reversed credit and investment flows to Asia, wounded Asian stock prices and exchange rates and interrupted a decade of record economic expansion and social progress in developing Asia.

Moreover, during the earlier crisis, healthy growth and demand in the developed world helped support Asia’s recovery. This time, however, the US, Japan, and Europe - the G3 countries – went into recession and their business confidence and consumption, on which the ASEAN region has long depended, are in decline. For this reason, the crisis has hit export-dependent ASEAN countries the hardest. Growth in Southeast Asia was only 4.3 per cent in 2008, compared with 6.4 in 2007 (ADB, 2009). It may fall to below one per cent in 2009. 

As import demand faded in the advanced economies and their recessions set in, export growth plunged in Southeast Asia, East and South Asia. It was down by about 30 per cent in East and Southeast Asia and 10 per cent in South Asia (Ibid.). Electronics exports, closely tied to world income levels, have been particularly hurt, badly weakening export performance in ASEAN countries such as Malaysia, Philippines and Singapore. Quarterly export growth (year-on-year) for Singapore reversed from over 20 per cent in the first three quarters of 2008 to a decline of 14 per cent in the fourth quarter (ESCAP, 2009). The shrinkage of exports in Thailand was equally pronounced, falling from an average of over 20 per cent growth in the first three quarters of 2008 to a decline of nearly 10 per cent in the last quarter of the year. Cambodia and Indonesia have also suffered as the consumption in G3 markets of their major, labour-intensive export goods like textiles, toys, and footwear have withered.

The sudden onset of the economic crisis saw manufacturing exports from many countries in the Southeast Asia experiencing double-digit declines, which in turn slowed economic growth markedly. Overall, the rate of GDP growth dropped from 6.5 per cent in 2007 to 4.3 per cent in 2008, but it is expected to plummet further to 1.5 per cent in 2009 (Ibid.). A growth rate of 1.5% will be the slowest among the developing sub-regions in Asia Pacific. There is a marked risk that the global recession driven by the financial crisis will turn into an industrial crisis for the entire sub-region, given its integrated industrial production base and a linkage to the global supply chain, thus deepening unemployment and further hurting the poor.

Countries that relied most heavily on manufacturing exports to industrial countries, such as Cambodia, the Philippines and Singapore, were the most affected by the slowdown. Singapore’s growth rate experienced the deepest cut, from 7.7 per cent in 2007 to 1.2 percent in 2008. In contrast, Indonesia, the Lao People’s Democratic Republic and, to a lesser extent, Malaysia benefited from high commodity prices during the first half of 2008 and managed to sustain growth rates only slightly below those of 2007. As a result of the spike in commodity prices, inflation increased substantially in the economies of South-East Asia in 2008, more than doubling in all countries except Indonesia and the Lao People’s Democratic Republic, where it was nevertheless substantially higher than in 2007. The largest increase in inflation occurred in Cambodia, the Philippines, and Singapore, where inflation rates more than tripled between 2007 and 2008 (UN ESCAP 2009).
The crisis also hit sectors including construction, tourism, finance, services and real estate (Ibid.). The countries experiencing the greatest impact will be those with slowing economies and rapid labour force growth, such as Cambodia and the Philippines.

Wage growth is slowing across the region – the average wage growth in real terms in 2009 is unlikely to exceed 1.8 per cent – and an outright wage reduction in countries with low economic growth seems inevitable. Wage growth has already been reduced through agreements between governments and social partners in some cases, such as in Singapore, or through a cap on minimum wage increases, as in Indonesia. Apart from an increase in formal unemployment, there will be a rise in informal employment. Notably, it is expected that migrants will return to rural areas, where they will remain underemployed, while wage competition in urban areas may cause an increased neglect of labour standards, as well as an increase in income inequality between top executives and employees.
Declining commodity prices have negatively affected exporting Southeast Asian economies, including ASEAN economies. Indonesia, Thailand, Viet Nam, and Malaysia stand to lose significantly. In 2009, for example, exports are projected to decline by 25 per cent in Indonesia, 13 per cent in Malaysia, 18 per cent in Thailand, and 32 per cent in Viet Nam (ADB 2009). The downturn also hits farmers in food-exporting countries, such as Thailand and Viet Nam, and government revenues in oil-exporting ASEAN members, such as Malaysia.

The ASEAN region is also experiencing a significant drop in foreign direct investment, which has deprived it of both finances and new technology. This is a grave problem for countries that rely on external borrowing to help fund their budget deficits, such as the Philippines, Indonesia and the ASEAN member countries in the Greater Mekong Sub-region.

The region’s currencies have also depreciated against the US dollar due to weakened payments balances. Eroding exports and remittances and portfolio outflows are mainly to blame. These have limited gains from falling commodity prices in importing countries and partially offset the potential losses of commodity exporters. In principle, currency depreciation favours exports but weak global demand has so far generally neutralized this potential advantage.

II.
The Social Impact of the crisis

While the macroeconomic impact of the current global financial crisis was quite immediately felt, the social impact is still unfolding in developing ASEAN economies. In the ASEAN region, slowing growth is destroying jobs and driving down wages, consumption, and welfare of households. Unemployment is up substantially in manufacturing, construction, and services, the sectors greatly exposed to thinning demand abroad and at home. And all this will certainly push more people into poverty, increase child mortality, aggravate hunger and disease, and increase school dropout rates and the odds against attaining the Millennium Development Goals (MDGs).

No data is available yet of the increase in poverty numbers for the ASEAN region partly because the crisis is still in the process of unfolding. However, the major international development agencies working in the Asian and ASEAN region are in general agreement that the impact of the crisis has plunged a very large number of people into poverty. According to a report from the ILO as many as 23 million people could lose their jobs in Asia whilst more than 140 million could fall into poverty (ILO, 2009). These figures cover the entire Asian region but they have not been accompanied by disaggregated country breakdowns. 

The ILO presents several scenarios based on projected estimates of GDP growth rates. Under the “realistic’’ scenario, the number of unemployed people in Asia would increase by 7.2 million to a rate of 5.1 per cent. Women are likely to be harder hit: even in the most optimistic scenario, the number of unemployed women would rise by 4.4 per cent, as compared with 3.8 per cent for men. According to the “pessimistic’’ ILO scenario, the number of unemployed people in the Asian region could spiral up by 23.3 million. A drastic increase of those in extreme poverty of a staggering 140 million is projected in 2009.

Youth are also likely to be disproportionately affected by the crisis: already in 2008, youth in Asia were more than three times as likely as adults to be unemployed. In South-East Asia, the youth unemployment rate stood at 15 per cent in 2008. This figure is likely to rise sharply as young workers will be among the first to be sacked, while first-time jobseekers are likely to find themselves at a substantial disadvantage when competing against a rising pool of more experienced (and recently unemployed) jobseekers.

In 2007, youth unemployment stood at 25.1 per cent in Indonesia, and 14.9 per cent in the Philippines (ILO, 2008). Additionally, Indonesia showed a dramatic increase of 17 percentage points in the unemployment rate of young women between 1996 and 2006 (from 17.0 per cent to 33.9 per cent). 

During the last two months of 2008 there were more than 40,000 layoffs in Indonesia (Ibid.). In the Philippines, some 250,000 workers in plant and machine operation and assembly were sacked. In Vietnam 300,000 additional workers in the formal sector could lose their jobs in 2009. In China, which is part of the ASEAN +3 arrangement, tens of millions of workers have lost their jobs and some 20 million migrant workers who were laid off have returned to their homes in the rural areas, thus causing massive pressure on the rural economies.

An analysis of seven industry groups most affected by the crisis to date, based on labour force surveys of Thailand and the Philippines and the 2004 Living Standards Measurement Survey of Viet Nam, shows that the impact of the job losses follows gender lines. Women dominate the low end of global supply chains in labour-intensive, export-oriented sectors such as garments, textiles and electronics, as well as tourism. Women employees outnumber men by between two and five to one in the garment, textile, and electronics industries in Thailand, Philippines, and Viet Nam (ILO 2009). When layoffs start, they are often the first to lose their jobs. Women also form a large and particularly vulnerable group within the overall body of millions of overseas workers who have lost their jobs and are subject to exploitation and harsh conditions when seeking new ones.

Remittances play key roles in a country’s capital formation but more importantly in household survival strategies in much of the ASEAN region, especially Philippines, which is one of the top 10 remittance recipients in the world. Remittances from overseas Filipinos are expected to grow by only six per cent to nine per cent, compared with 10 per cent to 14 per cent in 2008 (ADB 2009).
Mere labour market figures tend to mask the full extent of the problem. Millions more will bear a disproportionate cost of the current crisis. As the 1997 crisis showed, when people are affected by sudden shocks, the ones most at risk are the poor, women who are labourers in the manufacturing sector, the youngest and oldest populations and socially excluded groups. Not only do these groups have fewer resources with which to cushion the impact of shocks, such as real assets and savings, but they also have less influence on economic and political decision making. The negative impacts last much longer than the crisis itself: although economic growth resumed relatively quickly after the 1997 crisis, in some countries it took up to 10 years to recover lost ground in the struggle against poverty. 

Communities or groups that have been excluded from productive resources, decent work and social security are likely to be highly vulnerable to the negative impact of the global financial crisis and to volatility in food and fuel prices. Such groups include: indigenous communities; ethnic minorities; persons with disabilities; populations displaced due to conflict, large development projects, environmental degradation or disasters; stateless people; and migrants. In particular, many refugees and internally displaced populations depend on food assistance for their survival and generally do not have access to land for farming, employment or income generation.

During a crisis, low-skilled immigrants, especially the untrained, are among the first to be laid off because they are concentrated in vulnerable sectors, such as construction or tourism, and often hold temporary jobs. The very poor and the socially excluded as well as non-citizens are especially at risk of being exploited due to an inability to earn enough to obtain basic necessities for themselves and their families and due to their lack of access to social protection.

The crisis is likely to increase child mortality, aggravate hunger and disease, and increase school dropout rates and the odds against attaining the Millennium Development Goals (MDGs).  In South-East Asia, even before the crisis, one out of four children was underweight, the same as in sub-Saharan Africa (ESCAP-ADB-UNDP 2008). Although South East Asia has achieved considerable success in addressing major development challenges and it is early achiever of the MDG 2015 targets for combating poverty, women empowerment and controlling HIV and AIDS and other diseases, it is off track in ensuring primary enrolment, access to urban water and controlling carbon emissions and is moving slow in addressing problem of underweight children, infant mortality and ensuring access to sanitation in rural areas. These problems will probably worsen. Declining household incomes, due to the impact of the crisis, will force more students to abandon their education. Experience from earlier crises shows that the children who drop out of school during these times may never return. A UNESCAP-UNDP-ADB study (2008) also suggests that economic growth directly affects movement on the MDGs and on the goals related to nutrition and health in particular. If these relationships hold, a three percentage point drop in the Asia Pacific region’s GDP growth rate in 2009 will translate into 10 million more undernourished people; 56,000 more deaths of children under five years; and 2,000 more mothers dying at childbirth. It also translates into an additional one-year delay in achieving MDG targets relating to infant mortality and hunger.

While real time data on the social impact of the crisis in individual countries in the ASEAN region is unavailable, a recent study drawing on empirical work undertaken in Bangladesh, Indonesia, Kenya, Jamaica and Zambia, established that people living in the world's poorest communities are eating less frequently and consuming worse food as a result of the global financial crisis (The Guardian, 27 March 2009). Many poor people reported not being able to makes ends meet. Managing food, health and educational needs has been a struggle, and not only for the very poorest. Secondly, many poor families hit by the economic downturn are also removing their children from school and pushing them into work much earlier. For some, particularly young children, the impacts may be permanent: children who drop out of school to work or because their parents cannot afford fees, books or breakfast, are unlikely to re-enrol even if food prices begin to decline. Researchers stressed that it was difficult to untangle which aspects of hardship could be directly traced to either the current economic crisis, the fuel and food price rise of the previous year or the local political situation. At the same time – drawing from studies of the impact of previous recessions – the study concluded “poverty, malnutrition and infant mortality increased during every national financial crisis in the past 11 years" (IDS, 2009).

The crisis has also lead to a decrease in legitimate economic opportunities for the region’s most vulnerable people, an increased demand for extremely cheap labour, and a decrease in the resource available to anti-trafficking NGOs (U.S. State Department, June 2009). The situation is likely to only grow worse, particularly in areas that already have extreme trafficking problems. The report notes that Southeast Asia - already home to 77 per cent of the world’s forced labour – could face unemployment as high as 113 million people in 2009. In addition to the cost to trafficked victims directly, the “cost of coercion” or the loss of wages people would earn were they not enslaved, also harms the families of trafficked victims, further exacerbating global poverty and making people more vulnerable to being trafficked themselves. Furthermore, along with increased supply and demand, anti-trafficking efforts are also facing a decline in resources to work to prevent trafficking, assist survivors, and punish perpetrators. Donors are tightening their belts, and organisations are finding it difficult to continue their operations”

 
III. What measures have been taken thus far?

In most ASEAN countries, the first step, in facing the crisis, was to safeguard banking and financial systems, although the speed and intensity of interventions have varied (ADB 2009). Several governments increased deposit insurance coverage and issued blanket guarantees on the liabilities of deposit taking institutions. This helped head off panic and the potential for bank runs amid global uncertainty and the failure of major US investment banks. By strengthening cooperation mechanisms in developing Asia, including the Chiang Mai Initiative, China, Japan, and Republic of Korea helped shore up public confidence in the safety of the region’s savings. They have cut policy rates and reserve requirements, and increased foreign exchange swaps to provide some cushion. Taxes have been cut. Targeted cash transfers have been made. Most ASEAN governments and central banks also moved quickly to expand local demand and spur job creation These vary from country to country depending on fiscal space, but almost all countries have taken a few or some of these measures. Emphasis was placed on expansionary macroeconomic policies, including fiscal stimulus, monetary easing, access to credit including trade financing, and measures to support private sector, particularly small and medium enterprises (SMEs) undertaken by each ASEAN member state to stimulate domestic demand.

Fiscal policy has taken centre stage in the region but the size and potential effectiveness of stimulus efforts vary widely. The budgetary discipline exercised by many ASEAN countries in recent years has allowed them ample fiscal space to stimulate domestic demand. Overall, however, the stimulus has been too small to achieve the potential output. 

Public spending, especially on infrastructure, accounts for the bulk of the stimulus packages in most countries. Singapore and Malaysia are spending in the high single digits as a percentage of GDP. Tax cuts, primarily in corporate income tax, play a large stimulus role in only a handful of ASEAN member countries, including Indonesia and the Philippines.

In general, however, social sector spending has not received much attention. Few countries have yet to take the longer-term view, especially with respect to social protection issues. This calls for spending on lasting improvements in health care and education. Most other countries have been limited by institutional capabilities in planning and operating social safety net programs.

Unfortunately, at the regional ASEAN level, the outcome of the most recent meeting of the Heads of State/Government of the ASEAN Member States in Cha-am Hua Hin on 1 March 2009 to discuss the global economic and financial crisis has provided little evidence or assurance that the governments at the regional level are focused on addressing the poverty and social impacts of the crisis.
 The press communiqué arising out of the meeting mainly affirmed “the necessity of proactive and decisive policy actions to restore market confidence and [to] ensure continued financial stability to promote sustainable regional economic growth”.

Moreover, at the ASEAN+3 regional level, the focus has been on fiscal and financial matters. In the February 2009 ASEAN+3 finance ministers decided to expedite multilateralization of the Chiang Mai Initiative and expand their commitment to $120 billion from $80 billion.
 The ministers are also likely to push for an independent regional surveillance unit to provide close, objective monitoring of economic conditions in the sub-region and to take pre-emptive action when necessary. Once the surveillance mechanism is fully functional, the portion of the Chiang Mai Initiative funding not subject to oversight by the International Monetary Fund can be increased significantly above the current limit of 20 per cent (ADB 2009b).

ASEAN+3 is also seeking to expand the local currency bond market, a large, underexploited source of investment and finance for the region. New steps under the Asian Bond Markets Initiative will promote and improve the legal framework for these bond issues and strengthen the infrastructure for trading on the region’s bond markets. 

Although the importance of “coordinating policies and taking joint actions that would be mutually reinforcing at the regional level” was mentioned at the recent ASEAN Heads of State/Government meeting, this was more focused on the regional grouping’s “determination to ensure the free flow of goods, services and investment, and facilitate movement of business persons, professionals, talents and labour, and freer flow of capital” rather than on alleviating the regional poverty and social impacts arising from the crisis.
In all, the meeting appears to have taken a hands-off approach in terms of a regional approach to the challenge of worsening poverty in the region arising from the global crisis, preferring – or at least it seems to the public - to opt for the national governments to deal with the impact in their own ways. Both at the national and regional levels, it is also noticeable that the immediate response packages to the crisis have been more directed towards stimulating growth and shoring up the banking, finance and manufacturing sectors with considerably less attention given to strengthening the social safety net and the introduction of special social protection programmes.
Recently, however, ASEAN governments have put together a mix of modest social protection programmes in their fiscal stimulus response to the crisis but there is still little evidence of substantive efforts at formulating and implementing policies that systematically address the problem of rising poverty.

Given the prospect of a sharp fall in growth rates across ASEAN economies, most of its member countries have announced fiscal stimulus packages to support domestic demand, in an attempt to stop the downward spiral set forth by the dramatic drop in exports at the end of 2008. Most of the packages announced are relatively small. For Malaysia, Thailand, Viet Nam and Indonesia they represent, respectively, 1 per cent, 1.2 per cent, 1.2 per cent, and 1.4 per cent of GDP. The exceptions are the Philippines (4.6 per cent of GDP) and Singapore (11.5 per cent of GDP). (Details of stimulus packages in various ASEAN member countries can be found in Annex 1).
There is widespread agreement that they are the most effective policy tool currently available to fight the recession, for monetary policy has a limited impact when businesses do not have an incentive to invest and consumers are postponing major expenses amid the uncertainty of keeping their jobs. There are also good grounds for being selective in the use of public funds and taking advantage of the current need to boost fiscal expenditures to enhance the sub-region’s resilience to future crises.

However, from that same point of view, spending on policies that promote the long term sustainability of energy and food markets and that systematically address the deficiencies of current social protection systems is a valuable investment for the future, and also helps to stimulate domestic demand in the short-term.

IV. Lack of attention to social protection will worsen the impact of the crisis
As mentioned above, to date, the emphasis in ASEAN at regional level has been on expansionary macroeconomic policies, including fiscal stimulus, monetary easing, access to credit including trade financing, and measures to support private sector, particularly SMEs undertaken by each ASEAN member state to stimulate domestic demand.

While the attention of policymakers is currently focused on smoothing out the impacts of the global financial crisis on the sub-region economies, it needs to be remembered that food inflation was the main threat by mid-2008. Following on shortly after the food price increases of 2007 and 2008, the current financial crisis is likely to have deep implications for poor people in the developing world.

Most ASEAN member countries, however, do not provide adequate social protection for their citizens. As mentioned above, millions resorted to limited, often harmful, coping mechanisms, such as reducing meals, eating less nutritious foods, taking children out of school, selling livestock and other assets or borrowing money to feed their families. This happened in the aftermath of the 1997 crisis and there are indications that the same is happening now as well. In the case of sudden spikes in the price of food, the poor have to spend an even larger proportion of their income on food and will probably buy less food or food that is less nutritious.

In the February 2009 workshop - "Defining ASEAN Peoples' Responses to the Food Crisis" held during the ASEAN People's Forum in Chulalongkorn University with representatives from countries like Thailand, the Philippines, Indonesia, Viet Nam, and regional organisations like Asia Pacific Network for Food Sovereignty and Action Aid, it was revealed that even those people, especially small farmers and urban poor, in net exporting countries suffer from food insecurity as being experienced in net importing countries. Around 112 million people in Southeast Asia could experience hunger and food insecurity due to the confluence of various factors despite the region being the "rice bowl" of the world, according to various agriculture-based organizations.

In this context, a number of short-term initiatives to support the most vulnerable population groups have been put in place in several ASEAN countries in 2008. In addition, longer-term policies to both improve social protection systems and increase agricultural production have been widely discussed. But they do not seem a priority at the moment. Episodes of soaring commodity prices are highly likely to recur after the global economy recovers from the recession. It is very important to be prepared ahead of time, as a systemic response to crises is more effective and less costly than short-term palliative measures.

A lagging investment has been a major reason for the rapid increases in food prices up to mid-2008. Three groups of factors have been holding back agriculture: (1) structural constraints, such as inequality in land ownership, lack of human capital development due to limited access to health and education, and inadequate rural infrastructure; (2) policy constraints, including anti-agricultural macroeconomic policies, limited agricultural credit, and lack of promotion of R&D and extension services; and (3) external factors, such as limited progress in liberalizing agricultural trade, agricultural price instability, and declining official development assistance (ESCAP, 2008).

However, the coverage of basic social protection programmes is very low in developing economies of ASEAN. Enhancing the coverage of social protection is not only a moral imperative but also good economics. In times of crisis and uncertainty about the future people tend to increase their savings to protect themselves from the risk of losing their jobs or suffering a loss of income. When millions of individuals react in the same way, they cause the crisis to deepen by affecting aggregate domestic demand. Thus a behaviour that is natural and rational at the individual level is detrimental to the economy at the aggregate level. To reduce this adverse macroeconomic implication, it is necessary to induce a change of behaviour at the individual level. It is in this context that enhancing the coverage of social protection could help. By providing a basic level of income support, social protection schemes make individuals feel more secure and less inclined to increase their savings to protect themselves from possible income losses in times of crisis, contributing to domestic demand and macroeconomic stability.

To be sure, there was no lack of social protection programmes in the ASEAN region, and during the food price crisis of the first half of 2008 many additional emergency responses were instituted. Some countries sold rice at subsidized prices; others provided cash assistance to poor households. Subsidies to water and electricity consumption to small users, fuel subsidies, free transportation in selected buses and trains, rice distribution to children attending elementary school, and increases in minimum wages were among the many ad hoc measures implemented to protect the poor from the impact of rising food prices. These measures have been effective in tackling the emergency and minimizing the likelihood of social upheaval, but they were improvised, relatively costly, and temporary.
Episodes of soaring commodity prices are likely to recur in future, especially when the current recession goes away. Thus, a better and longer-term policy response to protect the poor and vulnerable must be put in place. What is needed is the development of comprehensive social protection systems that will be in place before new crises strike. Their details are likely to vary across countries depending on their specific needs, social infrastructure and vulnerability patterns, as well as their technical and fiscal capacity to administer different types of programmes. Developing such social protection systems is akin to investing in projects to enhance the long-term sustainability of economic growth. 

A desirable goal for social protection systems in the region should be to capture all the people who fall under socially vulnerable categories and provide them with minimum grant levels. A minimum floor of social security benefits for all citizens should include:

· a universal guarantee of access to basic health services,

· guaranteed income security for all children through family and/or child benefits,

· guaranteed access to basic means-tested or self targeted social assistance for the poor and the unemployed, and

· guaranteed income security for people in old age and invalidity through basic pensions.

In recent years, there has been much interest in boosting social safety nets in the Asia-Pacific region, addressing the third bullet point from the list above. Safety nets consist of cash or in-kind government transfers to the poor. Both kinds can be conditional or unconditional. Conditional transfers provide transfers to families or individuals as a reward for actions such as attending school, participating in public works, or doing a medical check-up. Unconditional transfers do not depend upon recipient’s behaviour. Two selected examples of safety net programmes in the ASEAN region are described below.

Philippine’s Pantawid Pamilyang Pilipino Program (4Ps) provides poor households P500 a month for their health needs and a P300 educational subsidy for each child up to age 14. Poor families can get the educational subsidy for a maximum of three children. In return, beneficiaries are required to comply with the following conditions: (i) Pregnant women must get prenatal care, child birth must be attended by a skilled or trained person, and mothers must get post-natal care; (ii) Children 0-5 years must get regular health check ups and vaccinations; and (iii) Children 6-14 must attend school at least 85 per cent of the time. Failure to comply with these conditions could mean losing the subsidy. School principals and the municipal health officers are tasked to monitor compliance. The rationale for the conditions is to create incentives for the recipients to invest in their own human capital. Such investments will give them, especially the children, a better chance to exit poverty permanently in the long term.

Indonesia's Social protection first became a public policy priority in Indonesia when the government instituted programs to offset the social costs of the Asian financial crisis in the late 1990s. The Social Safety Net Program was introduced in 1998 to cope with the precipitous decline in employment and incomes in the aftermath of the crisis. It had two components: social protection sector development and health and nutrition sector development. The social protection component financed specific interventions for education, health, family planning, nutrition services and support to street children. The health and nutrition component supported policy reforms for safeguarding access of the poor to basic health services and strengthened the management of health services delivery through decentralization. After a decade of implementation experience, social protection is now deeply rooted in Indonesia’s social development strategy. In 2007, the Government of Indonesia expanded its social protection efforts by launching a large pilot for the Conditional Cash Transfer Program, applying two approaches to supporting health and education outcomes. The first targeted poor individual households and the second provided block grants to communities. Now, Indonesia spends two per cent of its GDP on social protection. With its strong base and accumulated know-how, Indonesia is now well positioned to expand its social protection programs to cope with current challenges. Other ASEAN developing countries may consider replicating the Indonesian example by building or strengthening their social protection systems during the current global crisis.
V. Recommendations

What then are the main concerns that should be uppermost on the minds of national and regional policy makers as they grapple with the current crisis? There are at least three key sets of concerns, which the region and impacted countries may want to prioritize in policy making and programming (Lim Teck Ghee 2009).

The first relates to the impact on poverty numbers and poverty levels. How many in the countries and region are affected? Who are affected and where are they to be found?

The second relates to the major ways in which the poor are affected by the crisis, and the types of remedial measures that can be of greatest benefit to the poor. This set also includes concerns on how to ensure that stabilization or social protection assistance to regions, sectors and communities are well designed and robust, and are not affected by political bias or other forms of distortion that will reduce their efficiency and impact. Especially important to address is how to ensure that social protection measures do not suffer from leakage, bias or are undermined by high administrative costs.

The last set of concerns relates to the relationship between poverty, inequality and the larger political economy in the longer run. This set is more complex than the first two and can cover a wide range of questions including:

· how much priority should governments give to issues of redistribution during a period of prolonged economic recession or crisis and/or when government revenues are sharply reduced.

· how to ensure that spatial, occupational and group disparities are more efficiently addressed so that rising poverty does not lead to the destabilization of the economy or society.

The numbers issue: How many more poor?
On the first set which relates to estimates or measurement or the impact of the crisis on income levels, livelihoods and welfare, no data is available yet of the increase in poverty numbers for the ASEAN region partly because the crisis is still in the process of unfolding. However, as mentioned earlier, the major international development agencies working in the Asian and ASEAN region are in general agreement that the impact of the crisis has plunged a very large number of people into poverty.

Identifying priority poverty groups
Because the incidence of poverty and related socio-economic deprivation within the ASEAN region and at least eight of the region’s 10 countries are so large, it will be necessary for policy makers to prioritize which groups within the total population of the poor should require urgent attention.

On this issue, it may be useful at least in planning terms to distinguish between the two major groups of poor that will need attention - the traditional poor and the new poor. The traditional poor are those that have long comprised the bottom strata of the income and occupational distribution in the ASEAN countries. These are primarily people who live in rural areas and are unemployed or under-employed or work in the lowest rung of the agricultural or urban sectors.

The new poor consist of those who may have managed to climb above the poverty line but have now tumbled back below it as a result of the loss of jobs or income arising from the crisis. In the region as a whole, those most affected by recent job and income losses include the following:

· ‘Flexible' / migrant / undocumented foreign workforce

· Contract workers or over-time dependent workers

· Retrenched workers at the lower occupational rungs

· Agricultural sector workers and owners of small agricultural holdings

· Manufacturing sector workers, unemployed graduates, new entrants and under-skilled workers

· Self-employed especially those severely affected by the ripple effects arising from the economic slowdown or recessionary conditions

Obviously not all who are identified as belonging to these groups fall into the category of the poor. Higher skilled manufacturing sector workers, unemployed graduates and more highly remunerated self-employed generally fall into the middle or higher income categories. They will have a greater capacity to withstand the challenges of the economic downturn on their own and could well do without the need for special state assistance.

National approaches in identifying poverty groups impacted by the economic crisis will vary considerably but all will need to take into account the key criterion of exclusion from productive resources, decent work and social security; as well as extreme vulnerability to higher food and fuel costs.

Careful targeting can separate out the most vulnerable in key socio-economic and occupational groupings that have been affected from those who are better able to fend for themselves in coping with the loss of employment or income. Such targeting is necessary to ensure that the stimulus packages or remedial measures do in fact reach the most deserving and most needy amongst the traditional and the new poor, and are not deployed on groups or sectors that have the capacity and ability to overcome the dislocation without the need for outside assistance.

Governments must also protect and expand public expenditures in the social sectors. Crisis-driven fiscal expansion provides a chance to make overdue budget increases for education and health. Public expenditure on health by many ASEAN countries is lower than that in sub-Saharan Africa. High secondary school dropout rates are due to poverty and lead to continued deprivation and the loss of potential human capital for future economic growth. Many countries in the region not on track to achieve the MDGs needed to increase their social sector spending even before the crisis hit. That urgent need has now become more pronounced. Fiscal stimulus packages provide a perfect opportunity.

Governments must help prevent millions of the vulnerable from sliding into poverty. Attention to social protection and investments to stimulate internal demand and reduce this vulnerability is imperative during the economic slowdown. Existing informal community-based mechanisms should be strengthened to cope with risks and, where possible, community based interventions should be encouraged, including social funds, micro insurance, public works programs, conditional cash transfers, and in-kind programs.

Income support must be clearly identified as temporary, however, to avoid creating unsustainable fiscal burdens. And it should not dilute regular poverty reduction efforts.

Governments must step up real-time monitoring and assessment of human development indicators among low-income groups.

Help should target migrants and the young now leaving school, as well as address the widening urban–rural divide. Infrastructure investments to upgrade low income housing and neighbourhoods can ease the plight of the many vulnerable groups who may join the ranks and swell the slums of the urban poor. Labour-intensive infrastructure investments can give jobs to the newly unemployed who will migrate back to their villages. Looking ahead, governments must readjust policy to encourage viable industries to locate in rural areas.

Regional cooperation proved its value during and after the Asian financial crisis and should be strengthened now to prepare for potentially larger shocks ahead. This will apply especially to ASEAN and the Greater Mekong Subregion (Cambodia, China, Lao PDR, Myanmar, Thailand, and Viet Nam).

This paper also echoes the recommendations of the civil society organisations of the ASEAN region, gathered at the “Regional Conference on the Impact of Financial and Economic Crisis on Vulnerable Sectors of the Region: Civil Society Voices and ASEAN” held in Jakarta, Indonesia on July 28-29, 2009. The recommendations, submitted to ASEAN and other intergovernmental bodies, from women and men migrant workers from the formal, informal and labour sectors, small-scale farmers, fishers, indigenous peoples, agricultural workers, consumers, academe and non-government organizations are contained in ANNEX II.

ANNEX III reproduces the recommendations from the UN Independent expert on the question of human rights and extreme poverty: The urgent need to strengthen social protection systems, in the context of the UN Conference on the World Financial and Economic Crisis and its impact on Development, UN General Assembly, New York, 24-26 June 2009.

ANNEX IV reproduces the ILO 2009 recommendations vis-à-vis a gender-equal social floor.
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Table 4.13. Selected fiscal stimulus packages in South-East Asian region

Indonesia

Malaysia

Philippines

Singapore

Thailand

Viet Nam

Rp 71.3 trilion ($6.1 billion);
1.4% of 2008 GDP; (budget
deficit in 2008: 1.2% of GDP)

RM 7 billion ($1.9 billion);
1% of 2008 GDP; (budget
deficit in 2008: 5.1% of GDP)

P 330 billon ($6.5 billion);
4.6% of 2008 GDP; (budget
deficit in 2008: 0.8% of GDP)

$$205 billon ($13.7 billion):
11.6% of 2008 GDP; (budget
surplus in 2008: 0.9%

of GDP)

B 115 billion ($3.3 billion);
1.2% of 2008 GDP; (fiscal
deficit in 2008: 1.4% of GDP)

D 17 trlion (81 billion);
1.2% of 2008 GDP;
(fiscal deficit in 2008:
4.1% of GDP)

Salient features

Tax breaks for individuals and companies (Rp 43 trllion); waived import
duties and taxes (Rp 13.3 trillon); infrastructure spending (Rp 102
trllon); diesel subsidy (Rp 2.8 trllion); rural development (Rp 0.6 tilion).

Announced in January 2009; enhances a previous Rp 27.5 trilion
stimulus package.

Investment funds to promote strategic industries and high-speed
broadband (RM 1.9 billon); small-scale projects such as vilage roads,
school repairs (RM 1.6 billion); affordable housing (RM 1.5 billon);
education and skills training programmes (RM 1 billion); public transport
and miltary faciliies (RM 1 bilion).

Announced in November 2008; a second stimulus package was
expected in February 2009

Increase in expenditures (P 160 billion); infrastructure (P 100 billion); tax
relief and reduction of corporate income tax rate (P 40 bilion); waiver of
penalties on loans from social security institutions (P 30 billion).

Announced in January 2009; specific details not available at the time of
writing

Job credit programme: cash transfers for employers to cover part of their
wage bills and avoid mass lay-offs (S84.5 billion); special risk sharing
initiative: Government guarantees to working-capital loans (up to S$5
million) to individual firms to stimulate bank lending; cut in corporate tax
rate from 18% to 17%; and personal income tax rebates of 20% of taxes
due (capped at $$2,000).

Announced January 2009; the Government plans 1o draw down S84.9
bilion from previously accumulated reserves to finance the job credit and
special risk sharing initiative programmes, and will also tap reserves heid
by the Monetary Authority of Singapore (the central bank) and the
Govemment of Singapore Investment Corporation (a sovereign wealth
fund)

One-time distribution of B 2,000 in cash to people who currently eam
monthly salaries of less than B 15,000 support for social security; free
education programmes; job creation; and low-interest loans to farmers.

Approved by the cabinet in January 2009, the initiative extends by six
months a package of economic stimulus measures implemented by the
previous Government, including such measures as, lower water and
electricity charges, free rides on some of Bangkok's public buses and
free third-class train rides nationwide.

Details not announced at the time of writing. Components include:
subsidized loans to farmers at an annual rate of 11.5%; a 4% subsidy on
the interest rate enterprises pay for their loans; and credit for small
businesses.

Announced December 2008.

Source: ESCAP, Economic and Social Survey of Asia and the Pacific 2009, United Nations, New York 2009, p. 142




ANNEX II

CSO RECOMMENDATIONS TO EFFECTIVELY ADDRESS THE IMPACT OF THE

GLOBAL FINANCIAL CRISIS ON THE VULNERABLE SECTORS IN THE ASEAN

REGION

(August 6, 2009)

We, representatives from civil society organisations of women and men migrant workers from the formal, informal and labour sectors, small-scale farmers, fishers, indigenous peoples, agricultural workers, consumers, academe and non-government organisations from the ASEAN region, gathered at the “Regional Conference on the Impact of Financial and Economic Crisis on Vulnerable Sectors of the Region: Civil Society Voices and ASEAN” held in Jakarta, Indonesia on July 28-29, 2009 wish to register the following recommendations to ASEAN and other intergovernmental bodies:

1. We acknowledge that the global economic and financial crisis is a recurrent event that creates havoc on the livelihoods and welfare of many communities, especially the most vulnerable sectors. The crisis has been addressed through partial reforms, stimulus packages and bail outs. To prevent or mitigate future crises, we need a thorough re-examination of the global financial system and the formulation of the corresponding systemic, institutional reforms. We need to put in place a new global financial architecture that is fair and transparent, that has a development agenda and that is responsive to shocks. Reforms will include sound regulation of capital and financial markets including the need to control excessive flows and high risk leverage and regulate various financial products (e.g. sub-prime loans and credit cards). There, too, should be proper and timely disclosure of information on the advantages/disadvantages of financial products. A charter for the responsible sale of financial products should be developed.

2. We acknowledge ASEAN’s effort to seek solutions to the financial crisis alongside the rest of the world through participation in the UN system and other multilateral mechanisms. We encourage ASEAN to take a more active positioning as a regional block in defining an integrated and sustainable global solution to systemic crisis and in its commitment to achieving the Millennium Development Goals (MDGs). We also encourage ASEAN to make use of the Outcome Document of the UN World Conference on Financial and Economic Crisis and Its Impact to Development. 3. We take note of the Roadmap for an ASEAN Community 2009-2015, particularly the ASEAN Socio-Cultural Community (ASCC) Blueprint, and the need for it to be reviewed in the context of the financial crisis and other systemic crisis with meaningful participation of all stakeholders including CSOs and social movements. Moreover, we ask ASEAN to strengthen the organisational set-up and communication systems between and among the three pillars of ASEAN for greater coordination.

4. We recognise the Chiang Mai Initiative Multilateralisation as a necessary instrument to tackle the crisis. We call on ASEAN and the ASEAN Member States to advance the process further with wider and meaningful participation of CSOs.

5. We recognise the need to strengthen regional cooperation on finance. Towards this we encourage ASEAN to, among others:

a. Discuss fiscal cooperation measures so as to avoid unhealthy competition or “beggar thy neighbour” practices such as tax competition (granting of over generous fiscal incentives and lowering of marginal income tax rates) and exchange rate competition among member countries (even as we uphold the need for ASEAN Member States to have competitive exchange rates).

b. Given the uneven development of ASEAN Member States, provide national space for each member to manage its macro-economy and devise its own instruments for monetary, trade and industrial policies. Furthermore, ASEAN should assist its member states in protecting this national policy space amidst various threats from unfair trade and loan agreements.

c. ASEAN needs to formulate its own payment and settlement system for intra-regional trade.

6. Realising that the global financial crisis has seriously affected the poor and vulnerable sectors, we call on ASEAN and its member states to act in a more solid and integrated approach in responding to their concrete concerns. Towards this end, we propose the following recommendations:

a. Uphold and strengthen the rights of women, labour, migrant workers, farmers, fishers, indigenous peoples, and consumers in accordance with UN and ILO standards and help them gain full access to natural and productive resources (mainly land, waters, seas, and seeds), as well as financial, credit, physical and technical resources aimed to eventually uplift their socio-economic conditions.

b. Promote social dialogue to develop practical strategy based on true social partnership between employers and trade unions giving full respect and dignity befitting a partner.

c. Initiate a social dialogue among the labour movements to introduce decent minimum wage to avoid the widening of income gap.

d. Implement the economic / fiscal stimulus packages in a coordinated approach that will promote the development agenda of vulnerable sectors, save and create decent and stable jobs, and give a comprehensive social protection program and safety net measures such as cash transfer programs, emergency relief, crop insurance, free basic education and reproductive health care, irrigation, farm to market roads, access to affordable food, generic medicines and basic necessities. The stimulus fund should be sufficient, well-timed, well-targeted and insulated from corruption and partisan politics. In this regard, transparency and accountability mechanisms must be put in place.

e. Strengthen the ASEAN Integrated Framework for Food Security-Strategic Plan of Action (AIFFSSPA) which puts small scale men and women farmers, fishers and indigenous peoples at the center and focus the investments to supporting sustainable agriculture and fisheries.

f. Enhance the rights of migrant workers to ensure their freedom of movement and include the protective clause in MOU/MOA part of the contract for migrant workers

g. Fast track the ASEAN commitment on generic medicine.

7. We recognise the need for a collaborative response among various stakeholders through a platform of continuing dialogue between and among CSO representatives, ASEAN leaders, and development stakeholders. We call on ASEAN and its member states to uphold the voices of the people by democratising the space for CSO participation both at the regional and national levels. We ask ASEAN to establish mechanisms for more inclusive and participatory consultative and decision making processes such as tripartite agreements for labour standards, an ASEAN Small Rural Producers Council, among others. We urge ASEAN to support existing mechanisms such as the ASEAN Social Forum and the ASEAN Civil Society Conference to be more effective as platforms for meaningful dialogue and cooperation.

Our Commitments

We, the civil society participants in this Conference, are committed to working together with various international agencies, donor partners and relevant ASEAN bodies to make our governments, ASEAN and other intergovernmental bodies to be responsive to the needs of the poor and marginalised. Along this, we have agreed to work on priority targets and action plans in the next five months and immediate future, as contained in the Consolidated Conference Action Plans enclosed below.

We will continue our efforts to make ASEAN and the ASEAN Member States - our governments - accountable to the needs of the region's peoples through constructive and principled engagement in various ASEAN processes and monitoring of ASEAN's work.

We will intensify our efforts in empowering local communities to contribute towards and benefit from sustainable development efforts in the region.

Registered Participating Organisations

· Farmer Sector: Asian Farmers Association For Sustainable Rural Development (AFA)

· Fisherfolk Sector: Southeast Asia Fisherfolks for Justice (SEAFISH)

· Indigenous People: Asian Indigenous Peoples Pact (AIPP)

· Trade Union: Union Network International – Asia Pacific Regional Organisations (UNI-APRO)

· ASEAN Service Employees Trade Union Council (ASETUC)

· Building and Woodworker International (BWI)

· Public Service International (PSI)

· Women: Development Alternatives with Women for a New Era (DAWN)

· Consumer: YKLI

· Business / SME: BINASWADAYA

· Academe/ Research: Trade Knowledge Network (TKN)

· Regional CSOs: Agribusiness Accountability Initiative (AAI)

· Affiliated Network for Social Accountability in East Asia Pacific (ANSA-EAP)

· ASEAN Peoples Center/ Human Rights Working Group (APC/HRWG)

· Asian Partnership for the Development of Human Resources in Rural Areas (AsiaDHRRA)

· Focus on the Global South

· Southeast Asian Council for Food Security and Fair Trade (SEACON)

· Third World Network (TWN)

National-based CSOs:

· Indonesia: Binadesa, KIARA, VECO

· Laos: Community Development and Environment Asso (CDEA)

· Myanmar: Food Security Working Group-Ever Green Group

· Philippines: Action for Economic Reform (AER)

· Vietnam: VietDHRRA-Center for Agricultural Extension Volunteers

Donor Community: 

· AusAID

· FES - Indonesia

· GTZ – Thailand; GTZ – Indonesia

· OXFAM Hong Kong; OXFAM Great Britain; OXFAM Australia

Intergovernmental Bodies /Bank 

· FAO Jakarta

· UNDP Indonesia

· WB Indonesia

· ASEAN Member States

SLOM Focal Point representatives (Senior Officers for Labor and Migration)

· Cambodia: Ministry of Labor and Vocational Training (MLVT); International Cooperation Department

· Lao PDR: Ministry of Labour and Social Welfare; Ministry of Foreign Affairs

· Malaysia: Ministry of Human Resources; Employment Services Division, Labour Dept of Peninsular Malaysia; Labour Policy Division

· Thailand: Ministry of Labour; Planning & Information Division, Department of Employment

· Vietnam: Ministry of Labour and Social Affairs

SOMRDPE representatives: (Senior Officers Meeting for Rural Development and Poverty Eradication)

· Cambodia: Ministry of Rural Development

· Lao PDR: The Prime Minister Office Division of Administration and Finance, The Committee For Rural Development and Poverty Eradication

ASEAN Secretariat:

· Finance Cooperation Division

· Social Welfare, Women, Labour and Migrant Workers Division, ASEAN

· Socio-Cultural Community (ASCC) Department

· ASEAN Foundation
Action Plans which participants agreed to work on together
I. Agricultural Sector

1. Priority Policy Agenda

1. Create and strengthen mechanisms for dialogue and consultation between CSOs and government, at the national and regional levels, towards the ASEAN Summit.

2. Address food security issues through the development of mechanisms for fair trade system.

3. Farmers, fishers and CSOs are able to present their positions /views / recommendations to the new cabinet of Indonesia.

2. Concrete Action points

a. Conduct of national round table discussions on regional policy frameworks, e.g. the ASEAN Integrated Framework on Food Security (AIFS) and Regional Trade Agreements

b. Request for CSO participation during key ASEAN events and conduct various lobbying activities (e.g. parallel CSO consultations, position paper on the AIFS, etc.)

c. Conduct lobbying efforts during key international events with implications on Agriculture

3. Support Needed

a. Information facilitation from ASEAN Secretariat related to ASEAN Activities (e.g. agenda of meeting, working documents, etc)

b. ASEC to facilitate the request of CSO for participation in ASEAN activities particularly the ASEAN Summit and SOM-AMAF activities

c. Coordination support from Rural Development Working Group (RDWG) on activities related to SOM-AMAF

d. Coordination support from ASEAN Peoples’ Forum (APF) and Thai working group for the 15th ASEAN Summit in Thailand.

B. Labour and Migration Sector

1. Priority Policy Agenda

a. National Level

a.1 Make mandatory/ compulsory the possession of passport, ID, visa, and work permit by migrant worker/employee at all times

a.2 Improve access of labour to vocational trainings and skills development opportunities by government and employer, including the discussion on who will bear expenses

a.3 Sending countries to ensure accuracy of documents issued to workers through systematised database

a.4 Structured dialogue among worker representatives of financial institutes and supervising bodies on the basic issues affecting the financial sector e.g. extensive outsourcing of core financing business, minimum wage, charters for responsible sale of financial products to be developed by each financial institution and to be agreed between management, unions, and other stakeholders

b. Regional level

b.1 Bilateral meeting (between sending and receiving country), foreign affairs meeting, ASEAN level meeting on standardising implementation of the above-mentioned mandatory requirement.

b. 2 Conduct of social dialogue among supervising bodies of ASEAN countries, workers of financial institutes with Ministries of Finance and multinational staff.

c. International Level

c.1 Dialogue between UN, WB representatives and workers, CSOs, multinational staff on the agreements related to labour and migration signed by ASEAN governments towards harmonising international and regional agreements.

2. Concrete Activities
a. Preparation of policy papers

b. Conduct of national and regional consultations

c. Conduct of lobbying activities both at national and regional levels

d. Creation of watchdog that will oversee the progress of various proposed recommendations on labour and migration

3. Support Needed

a. Information facilitation from ASEAN Secretariat related to ASEAN Activities (e.g. agenda of meeting, working documents, etc).

b. ASEC to facilitate the request of CSO for participation in ASEAN activities particularly on activities related to labour and Migration.

C. Action Plan on Strengthening Regional Economic Coordination / Chiang Mai Initiative on Multilateralism (CMIM)
1. Priority Policy Agenda

a. National Level

a.1 Creation of national focal points for monitoring Economic Stimulus Packages (ESPs) /

Financial Stimulus packages (FSPs)

b. Regional Level

b.1 Set up third party monitoring mechanism for the Chiang Mai Initiative & Asian Bonds Market

b.2 Create working groups on:

· Regional Framework on Financial Products & Services

· Addressing unhealthy competition (tax & exchange rate competition)

b.3 Integrate appropriate recommendations from the Outcome document of UN Conference on Financial and Economic Crisis on Development to key ASEAN policy papers and program of action

2. Concrete Action Points

a. National level

a.1 Conduct of national consultations / fora on status of various ESPs /FSPs

a.2 Identification of national focal points that will monitor the ESPs / FSPs

b. Regional level

b.1 Establish regional list-serve as platform for sharing the monitoring results of various ESPs / FSPs

b.2 Conduct of various processes (consultations, dialogues, preparation of papers) leading to the creation of third party monitoring mechanism for CMIM

b.3 Conduct of various processes leading towards the creation of a Working Group on Regional Framework on Financial Products and Services and the addressing of unhealthy competition

b.4. Conduct a technical study on intra- regional system for payments and settlements for trade and services

b.5 Conduct of CSO-led regional consultation to move forward the proposals found in the Outcome Document of the UN conference on Financial and Economic Crisis on Development (e.g. participation in discussions, presentation of statement/recommendations)

3. Support Needed

a. Funding support to:

a.1 Organise national consultations / fora on status of ESPs / FSPs

a.2 Conduct regional consultations on the Outcome Document of the UN conference on Financial and Economic Crisis on Development

a.3 Conduct monitoring of various ESPs / FSPs

a.4 Conduct technical study on intra-regional system for payments and settlements for trade and services

b. Link with academe and research institutes related to the conduct of monitoring ESPs/FSPs and the technical study on intra-regional systems for payment and settlements

c. Information facilitation from ASEAN Secretariat on status of CMIM

D. Action Plan on Democratising CSO participation in the Improvement and Implementation of the Roadmap for an ASEAN Community 2009-2015

1. Priority Policy Agenda

a. National Level

a.1 Strengthen the linkage between national CSOs and ASEAN to bring down regional concerns/issues to national level and incorporate the ASEAN Socio-Cultural Community (ASCC) Blueprint to national development agenda 

a.2 Establish a national crisis response team in each ASEAN Member State to monitor the progress of implementation of policy responses to the crisis

b. Regional Level

b.1 Establish platforms for dialogue between ASEAN and civil society that are sustainable and not limited to ASEAN-affiliated organisations

b.2 Make the progress report of the ASCC Blueprint available to public

2. Concrete Activities

a. National Level

a.1 Monitor the social impact of the crisis at national level in response to the London Summit Communiqué by making use / validating the report of international organisations i.e. WB, UNDP, ADB.

b. Regional Level

b.1 ASEC to convey the Conference’s recommendations to the relevant ASEAN Bodies for their attention and response based on the final document provided by the co-organisers of the regional conference

b.2 Civil society to study and review the relevant actions under the ASEAN Roadmap for an ASEAN Community (i.e. Blueprints) in relation to their identified priority agenda.

3. Support needed

a. Mechanisms of dialogue and information exchange through electronic and/or other means.

b. ASEAN to strengthen and widen the existing dialogue forums, e.g. ASEAN Social Forum, by having the participation of CSOs be determined by civil society, not by the governments, to ensure effective representation.

ANNEX III

UN Independent expert on the question of human rights and extreme poverty THE URGENT NEED TO STRENGTHEN SOCIAL PROTECTION SYSTEMS
Submission of the Independent Expert on the question of human rights and extreme poverty,

Magdalena Sepúlveda Carmona
UN Conference on the World Financial and Economic Crisis and its impact on Development, UN General Assembly, New York, 24-26 June 2009
 The impact of the crisis on the poor 
2. While the greatest impacts may be difficult to quantify, as of today there is no doubt that the financial crisis does not only have financial and monetary implications; the negative impact of the crisis on the enjoyment and realization of human rights is both evident and alarming. The financial crisis has exacerbated the difficult situation of the extreme poor, who were already greatly affected by last year’s dramatic rise in food and energy prices and by the challenges posed by the impact of climate change. More than 125 million people have already been pushed into poverty as a result of the food price crisis and estimates project that the current crisis may push 55 to 90 million more into extreme poverty in 2009.1 According to the Food and Agricultural Organisation (FAO), the number of people suffering from malnutrition is expected to reach a historic peak of over one billion people in 2009. 

3. According to predictions from the International Labour Organisation (ILO), in 2009, between 18 to 50 million more people than in 2007 will lose their jobs. Not only will there be more unemployment, but labour conditions are also likely to worsen due to the shortage of opportunities. Although every person is responsible for their own development, people lose the capacity to achieve an adequate standard of living for themselves and their families when they cannot access jobs or social protection. 

4. Evidence from past crises indicates that some groups are more affected than others. First, women are disproportionately affected, due to the multiple forms of discrimination that they suffer and due to their limited access to work and social benefits. Women have a higher probability than men of finding themselves in a vulnerable employment situation or being unemployed. Moreover, during periods of crisis, women tend to assume a heavier load of unpaid work and family care. Cuts in social spending also tend to disproportionately affect women’s and girls’ access to education and health services. Girls may be withdrawn from school to help with the household work, reinforcing gender gaps in education. Children have also already been severely affected by the crisis. In developing countries, a recession can have long term negative impacts on children by, for example, increasing infant mortality and reducing school enrolment and standards of nutrition. Evidence consistently shows that where mothers and children have poor health, nutrition and education, they are likely to transmit poverty on to the next generation. 

5. In moments of economic recession, those that are the last to enter and the first to exit the labour market – the youth, the elderly and persons with disabilities – are also affected disproportionately. The current crisis is also likely to affect indigenous peoples disproportionately. Additionally, in times of recession, migrants face particular difficulties caused by a lack of work and increased discrimination and xenophobia. 

6. Yet, the impact of the financial crisis is not only limited to violations of economic, social and cultural rights. Evidence indicates that economic hardship and greater inequalities increases social tensions and can lead to social and domestic violence, increased criminal behaviour and weaker governance. Further to articles 22 and 25 of the Universal Declaration of Human Rights, it appears in Arts. 9 and 10 of the International Covenant on Economic, Social and Cultural Rights (ICESCR), Art. 5(iv) of the International Convention on the Elimination of Racial Discrimination (ICERD), Art. 11 of the Convention on the Elimination of All Forms of Discrimination against Women (CEDAW), Art. 26 of the Convention on the Rights of the Child (CRC), Art. 27 of the International Convention for the Protection of Migrant Workers and their Families. It also appears in regional human rights instruments and in several ILO conventions, in particular Convention No. 102 on Minimum Standards of Social Security. The Convention on the Rights of Persons with Disabilities (CRPD) mentions the right to social protection in Art. 28. 
II - The need for strong and stable social protection systems 
7. The global financial and economic crisis must be seen as an opportunity to undertake innovative solutions in full compliance with human rights obligations, and to place people at the center of policy measures. While this crisis should prompt the international community to re-structure the global financial and monetary systems, it also offers an opportunity to review existing social policies, strengthen social protection systems and re-structure taxation systems at the domestic level. This should be in compliance with human rights norms, in particular with the right to social security, which is enshrined in the Universal Declaration and in international human rights treaties that impose obligations upon States.
8. Social protection systems act as economic stabilizers, protect the most vulnerable from falling further into poverty and ensure access to health services and education. They also assist in building social cohesion, which in turn can reduce the likelihood of social unrest. Moreover, they limit the contraction of aggregate demand, thereby curtailing the potential depth of the recession. 

9. Social protection benefits that include social assistance (non-contributory) and social security (contributory) benefits may facilitate states’ compliance with a minimum core level of enjoyment of economic, social and cultural rights. Considering its long term positive effects, it is certainly a paradox that States do not prioritise social protection: an estimated 80% of the world's population does not benefit from any form of social protection.

10. From a human rights perspective a more systematic strategy is needed to react to this crisis and ensure the right to social security for all people at all times. Governments should avoid the risk of seeking short-term quick fixes to poverty and insecurity while neglecting longer term solutions that would help to correct the fundamental inequalities in the global economy and society. This includes creating the fiscal space - through appropriate and progressive taxation - to meet new challenges. It is critically important that States increase resources to strengthen existing social protection systems or to introduce systems where they do not exist yet. Social protection must be included as part of the respective economic stimulus packages. 

11. States with well-established social security systems should restrain from cutting allocations to finance security benefits and should take this crisis as an opportunity to correct mistakes made during the last two decades, in particular with regards to having rendered pension levels vulnerable to the performance of capital markets. In countries where only rudimentary systems exist, they should be put in place based on the principle of progressive universalism. They should first ensure a minimum set of social security benefits for all or a Social Protection Floor. 

III- The Social Protection Floor stands as a promising way forward 
12. The "Social Protection Floor" initiative put forward by the UN Chief Executives Board, which consists of a set of measures to stimulate the establishment and enhancement of social protection systems, is a powerful initiative. It is highly encouraging that the rationale of the Social Protection Floor is the plain recognition that short term measures, such as safety nets limited in reach or time, often fall short of reaching their intended objectives of reducing poverty and inequalities. 

13. Ensuring access to basic social services and guaranteeing a minimum essential level of benefits to all individuals and families, coupled with the commitment to achieving higher levels of services and benefits as fiscal space for redistributive policies widens, can help all States to invest political will and financial means into realising core minimum obligations with respect to economic, social and cultural rights. Moreover, it could turn out to be a valuable State policy instrument to reduce poverty. 

14. Social protection benefits that are targeted at restricted categories of the population often carry limitative features in their design or in their actual implementation. They often exclude more potential beneficiaries than they include, thereby perpetuating discrimination. They also create perverse incentives, stigmatise individuals, threaten cohesion in rural communities, and facilitate corruption and clientelism, none of which are in the interests of either individuals or the State. It has been long recognised that the share of wealth that a society is ready to invest in redistribution is a matter of political will rather than a matter of budget. By promoting universal coverage, the Social Protection Floor can contribute to setting the principle of equity and non-discrimination at the root of social policy making. 

IV- With political will a basic social security package is not an aspiration but an affordable reality 
15. It is time to put at end to the myth that basic social security packages are unaffordable or unworkable in practice. According to the ILO, less than 2 per cent of the global Gross Domestic Product (GDP) would be necessary to provide a basic set of social security benefits to the entire world’s poor.4 Six per cent of global GDP would be needed to provide a basic set of benefits to all who have no access to social security. 

16. While in the poorest countries a social protection scheme is likely to require the support of external sources, according to the ILO a set of minimum transfers is not costly in per capita terms. A costing study of 12 low-income developing countries shows that the initial gross annual cost of the overall basic social transfer package is projected to be in the range of 2.3 to 5.5 per cent of GDP in 2010. Even if a complete basic social protection package cannot be implemented at once, a sequential approach can generate immediate benefits in terms of poverty reduction, pro-poor growth and social development. Individual elements such as a universal basic old-age and disability pensions, for example, have a projected cost of between 0.6 and 1.5 per cent of GDP in 2010. 

17. The impact of even small measures is significant. The combination of a modest cash benefit for children and a modest pension, which could be an “entry level” social protection floor for poorer countries, could reduce the poverty head count by about 40 per cent in some instances. The impact will be more pronounced during an economic crisis, and such an expenditure can be an important part of an economic stimulus package. 

18. However, the fact that the per capita amounts are relatively small does not mean that the funds are currently available, or could be met solely from domestic resources in low-income countries. In many countries it will require a joint effort with the international community and the recipient countries to raise the funds. 

V- Fulfilling longstanding commitments 
19. To this date, USD$18 trillion has been allocated to recapitalize banks, nationalise financial institutions and provide guarantees for financial assets,5 with the justification that if the financial system collapses completely socio-economic repercussions would be more severe than they are now. Yet, such unique demonstration of political will must be seen in contrast to the continuous failure by most governments to honour their long-standing commitments to the target of 0.7 per cent of gross national product (GNP) for Official Development Assistance (ODA) and meeting the commitments made in the Millennium Declaration.

20. Despite the clear potential for social protection schemes to mitigate the effects of the crisis, it has been all but ignored by international community thus far. There is no mention of social protection even in the Millennium Development Goals targets and indicators. Only 5% of the USD$1 trillion global stimulus package created by the G20 in April was allocated to supporting social protection, boosting trade and safeguarding development in low income countries, and only a small portion of that will come in the form of grants for social protection. 

21. Beyond reaffirming political will to rescue economies, the United Nations General Assembly must mobilise action to fulfil longstanding commitments with regards to those who continue to suffer the most acute consequences of economic shocks. States should establish a joint Global Social Security Fund as a funding mechanism to support the start up or scale up of national social protection floors. The World Solidarity Fund or the Rapid Social Response Fund under the new Vulnerability Finance Facility endorsed by the G20 could be used a vehicle in this regard. It is time to accept that even in the absence of financial crises, but particularly at this time, social security systems are necessary to effectively fulfil the longstanding commitments to end poverty and promote human rights. 

ANNEX IV

ILO 2009 recommendations

A. Is a gender-equal social floor in place in Asia?

How far and deep will the employment and social consequences of the global crisis go in Asia? Are women and men equally protected?

Much depends on the social policies in place; and on the response that Governments and social partners will be able to deliver. Since the 1990s, many governments in Asia have strengthened existing social protection systems, reflecting a growing consensus on the importance of social protection. Thailand is among the countries that made improvements in social protection, specifically with regards to unemployment benefits, pensions (introduced in 1998), universal healthcare (introduced in 2002), and unemployment insurance (introduced in 2004) (ILO 2008a). South Korea adopted long-term improvements in the coverage and benefits package of unemployment insurance and the national pensions programme, and unified the country’s health insurance schemes (ILO 2008a). Indonesia, Malaysia and the Philippines do not have unemployment insurance in place. Vietnam only recently implemented one and China expanded its benefits (ISSA 2006). Most maternity protection systems (56 out of 100) in Asia are paid solely by employers; this means that this entitlement is at risk in the current crisis (Oun et al 2005). Only 28 systems pay benefits through social security. Aggregated social security coverage ratios for selected Asian countries show that a small proportion of the population have access to meaningful protection: Bangladesh, 10.2 percent; Indonesia, 34.6 percent; Pakistan, 6.5 percent; and Vietnam, 6.5 percent (Cichon et al 2007).

From the gender equality viewpoint, there are gaps in these formal schemes. For example, spouses and children of beneficiaries are often not covered by social security benefits. In China, Viet Nam and Thailand, women are often not covered by their husbands’ pension funds (ILO 2008b). In general, women are disadvantaged by social protection systems that are linked to labour market status as they are concentrated in non-standard conditions of employment, lower-wage employment, and the informal economy or have lower employment rates than men (Cichon et al 2007). The questions that call for close examination at this time are: Are existing instruments

adequate? Do women and men have equal entitlements? How can those who have inadequate or no entitlements (i.e. workers in the informal economy and in non-standard and low-paid jobs) be covered by a basic level of social protection?

B. Why it is crucial to reach women equally as men

With regards to formulating responses to the crisis, there are three reasons why it is critical to reach women and men equally:

· Women’s income plays a greater role in household income and welfare the poorer the family. The male breadwinner-female caregiver model no longer fits reality. The greater portion of households depends on more than one income earner. In time of hardships, women will tend to increase their time in paid work, even if this means more overtime hours and multiple jobs at low pay.

· Low-income households rely more on unpaid care work largely provided by women. This means that in hard times, their time will be stretched between paid work and unpaid care work at the cost of the welfare of young children and the sick and their own personal health.

· Gains in gender equality, in terms of expansion of women’s access to paid work and control over income, and will be lost with long-term damage on social and human development, unless equality of treatment and opportunity guide policy responses to the crisis.

C. Responses with a gender perspective

Unemployment insurance, severance pay and provident funds, which are associated with formal, regular employment contracts and job tenure, are not adequate in labour markets where temporary, casual and informal workers make up the majority of the workforce. Labour market interventions cannot reach all vulnerable groups, such as single mothers with young children, and those with health problems.

The national policy responses that have been adopted or are being considered cover a wide range. The comments below focus on three major groups of responses: job creation through public works programmes and green recovery plans; microfinance for small and micro enterprises; and support for low-income households. In addition, two policy concerns are raised: the role of social dialogue in responding to the crisis; and gender disaggregated analysis.

Public works programmes and green recovery plans

Public infrastructure and investment programmes have the potential of addressing massive numbers of unemployed workers. There are several advantages to these programmes. Unlike unemployment insurance, these can be made accessible to all unemployed workers, regardless of their previous employment status. These generate paid jobs while improving and creating physical assets and, if so designed, social services and infrastructure (e.g. health care, childcare, education). Depending on the design, such programmes could guarantee families a minimum level of income while enhancing individual self-worth and autonomy, and promoting an individual’s right to work. However, the bulk of jobs created may be appropriated by men because of the following factors:

· Construction jobs will be male sex-typed because 80-90 per cent of construction workforce is male. In addition, relatively fewer women will have the skills required by infrastructure construction. Much of the “green recovery” packages being proposed (e.g. South Korea) consist of highly technical and professional occupations. Engineering and physical science professionals are still heavily dominated by men.

· Even where jobs can be performed by women, men may still be perceived as more suitable. Thailand and Philippines are examples, based on LFS 2005.

· Facilities in construction sites may be conceived only with male workers’ needs in mind. Women require secure areas for their personal needs and women with childcare responsibilities need childcare services. The 1997 Asian crisis experience with massive public works programmes pointed this out. Female participation in Indonesia’s public works programme was low, while women comprised nearly half of participants in South Korea’s programme, which included schemes specifically targeted to women.

· Equal access by women and women may be enhanced by:

· Expanding the concept of “public works” to employment-intensive public investment programmes which can incorporate social services and environmental protection components. Social services could include the delivery of essential community-based social services – auxiliary health care, care for elderly, childcare, early childhood development, and youth development activities. These components would attract women and the youth; some activities would not need more than secondary education complemented by short training courses.

· Designing recruitment and information dissemination strategies so that they reach women in the target population. Women with childcare and family responsibilities usually need advance information to organise their schedule. Childcare services and women-specific basic facilities at construction and project sites will make these programmes more accessible to women.

· Initiatives and schemes that especially target unemployed women may have to be considered to ensure that they have equal access to jobs.

Microfinance for micro and small businesses

Microfinance has played a major role in enabling hundreds of thousands of poor women to set up their own businesses, gain financial autonomy and improve their decision-making power within their households. Experiences across Asia, Latin America and Africa attest to this. Microfinance has become an important component of anti-poverty strategies in developing countries. Some say that microcredit was a “valuable lifeline” for women during the 1997 Asian crisis. However, concerns have been expressed that the credit crisis will hurt microfinance programmes in South Asia. The current crisis could mean a fall in the supply of loan funds from donors and financial institutions, or higher interest rates. Financial pressures on families may lead to fewer saving and more withdrawals from microfinance institutions. The crisis also exerts pressures on business profitability and viability. An executive director of BRAC, one of the largest providers of financial services to the poor in Bangladesh, having disbursed more than $5m to nearly seven million people since 1972, mostly women, declared “if commercial banks are affected, then the expansion of microfinance program will be affected.” Measures in this area should include support to microfinance particularly targeted to women in poor households and communities should be part of fiscal stimulus packages.

Pressures on families, communities and individuals will likely affect their investments in education and health care. Government budgets will also be under pressure to cut public spending. When real household incomes and government social spending fall, households cope to meet basic needs through a variety of damaging ways, such as pulling children out of school, sending them and the elderly to work, and reducing food consumption and health care. These have severe implications on poverty and social inequalities. Women of poor families will bear the brunt through increased unpaid care work and paid work. Provision of basic health care and education should be a critical part of social policy responses to the crisis. Basic health care should include maternal health care and maternity protection. Fees for maternal care and obstetric services impose financial burdens on households.

Social dialogue and participation of social partners in managing and addressing the crisis will be necessary for effective responses. Making explicit women’s voice and equal representation should be part of this process. However, this requires the presence of strong social partners’ organisations as well as women’s representation in their leadership and on negotiating panels. During the 1997 Asian crisis, the role of social dialogue and social actors in managing the crisis and responses was weak in most countries (Campbell 2001). According to a few gender-specific studies, women did not have a role or an effective voice because trade union leaderships and collective bargaining and dispute settlement mechanisms were dominated by male leaders, even in female-intensive industries (Pilwha 1998; Illo 1998; Karnjanauksorn et al 1998).

The availability of up-to-date information on employment and poverty would have facilitated the proper design and targeting of programmes. Impact assessments of the crisis and of alternative policy responses will need to be gender-disaggregated for successful policy interventions. As argued by previous sections, aggregate numbers and net effects mask important differences between men and women.

The Government of Malaysia created the National Economic Action Council which was charged with the National Economic Recovery Plan. The tripartite Labor Advisory Council drew up guidelines on retrenchment aimed at ensuring that procedures were equitable and at providing alternatives to retrenchment. In the Philippines, a Social Accord on Industrial Harmony and Stability between the Employers’ Confederation of the Philippines and two national trade union federations provided six months mutual restraint on layoffs and industrial disputes. But the fragmentation of the labour movement impeded the development of a clear and comprehensive strategy. In South Korea, the Tripartite Social Accord gave guidelines for layoffs. In Thailand, the Committee on the Alleviation of Unemployment, created by the Prime Minister in December 1997, had minimal worker and employer representation.

� � HYPERLINK "http://www.aseansec.org/22323.htm" �http://www.ASEANsec.org/22323.htm�


� The ASEAN+3 group of countries comprises 10 ASEAN members—Brunei Darussalam, Cambodia, Indonesia, Lao People’s Democratic Republic, Malaysia, Myanmar, Philippines, Singapore, Thailand, and Viet Nam - and three non-ASEAN countries: China, Japan, and Republic of Korea. The group’s main objective is to enhance economic cooperation between ASEAN and the +3 countries.
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