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Excellencies, Distinguished Guests, Ladies and Gentlemen,
Introduction

I am honoured for this invitation, to share my views, as a representative of the International Council for Social Welfare – ICSW - on this extremely pressing issue of the social impact of the current global financial and economic crisis and what should be done about it.

ICSW is a global organisation that has as its members the national umbrella organisations for welfare and development. We are not a mass membership organisation. Our member organisations own and control ICSW. 

We have heard and discussed the financial and economic causes and consequences of the current crisis by distinguished and respected experts in Session I. Reference has also been made to the social and environmental impacts of the crisis in both Session I and II.

Allow me to add my thoughts to the social impacts of the crisis and what should be done about it in terms of safety nets, public goods and workers’ rights.

ICSW is presenting a similar paper, focused on Southeast Asia, at the 4th ASEAN GO-NGO Forum, scheduled for January 2010 in Singapore. The ASEAN GO-NGO Forum is an annual meeting of Senior Officials from Social Welfare and Development portfolios from ASEAN countries, ICSW members and representatives.

I refer you to that fuller paper, which when made available by ASEAN will provide the references to the content of this paper.
Excellencies, Distinguished Guests, Ladies and Gentlemen,
The 1997 financial and economic crisis

The current global financial and economic crisis did not have similar causes and points of origin as the 1997 Asian financial crisis but its impacts are the same, especially in social terms. What began as a financial crisis in Thailand, in 1997, developed into an economic and then a social crisis across the Asian region and then beyond. That financial crisis very quickly got translated into a drastic contraction in production and employment in many countries in the region, which led, first, to a reduced the demand for labour, which in turn resulted in a reduction in real wage rates and an increase in unemployment.

Second, the bout of high inflation during that 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 reduced total household income.

In addition, the welfare of poor households further deteriorated as 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 of more importance, the impact on poverty was even more severe. In terms of social impact, specific population groups bore the brunt of the adjustment burden. Report after report that followed the 97 crisis indicated that migrants and women were often the first workers to be laid off – both because the industries in which they predominate were those most affected by the crisis and because both these group of workers were less unionised and therefore easier to sack. The unemployment situation was also aggravated by increasing numbers of returning migrant labourers. Many of these were women were expelled by countries which were experiencing their own unemployment problems. Additionally, workers displaced from the formal industrial sector were absorbed in agricultural and informal service employment. Much of the adjustment, in that crisis as this one, took the form of lower real wages.
The impact of the current crisis 

And it is happening in this crisis as well, but on a truly global scale. Those most affected were those whose human rights were least promoted and protected. Let me give you but a few examples.

The UN estimates that and additional 100 million people will fall into poverty or fail to escape poverty because of this crisis. The International Labour Organisation expects the unemployment rate to increase by 0.6 per cent this year. According to the ILO, the number of unemployed people in just the Asian region could spiral up by 23 million and a drastic increase of those in extreme poverty to a staggering number of 140 million.

The recent United Nations Conference on the World Financial and Economic Crisis and its Impact on Development, as with so many other meetings and reports, point to the fact that the less skilled and poorer workers will be laid off first in an economic downturn. Lack of education and transferrable skills makes this group the last to return to employment even after the economy bounces back. Formal sector job losses also increase the informalisation of labour. Job safety and legal protection are compromised. Excess labour supply caused by reverse migration will worsen poverty through added unemployment in the returnees’ home towns and villages, further lowering wage rates.

A fall in remittances, which is a consequence of the recession further jeopardises the capability of households, which use these funds in effect as social insurance and to smooth out income and consumption levels. Evidence points to families selling their productive assets such as land, livestock and beasts of burden, making them even more vulnerable and destitute.

In turn, reduced household consumption will increase malnutrition, especially among children. This will, among other things, hinder child growth, affecting learning and cognitive abilities. The World Bank has reported that infant deaths in developing countries may be 200,000 to 400,000 per year higher on average between 2009 and the Millennium Development Goal target year of 2015. Another report has estimated that the current crisis will lead to between 30,000 and 50,000 excess infant deaths.

Reports are also showing that, because of income shocks, poor households are withdrawing their children - often girls - from school so that they can complement household income by working in the informal labour market. This, as we all know, will just perpetuate the intergenerational transmission of poverty and reduce future income during adulthood.

The crisis is also worsening income distribution. High income groups can withstand shocks by drawing down savings or by using banking facilities. Low-income groups often lack savings or access to financial services in order to achieve inter-temporal adjustments in their income.

The crisis is disproportionately affecting the poor and those workers whose rights are least protected and those who have weak coping mechanisms in the first place.

Moreover, cuts in public social sector expenditure, that came in the aftermath of the crisis, rising prices for foodstuffs and other basic commodities – which happened even before this current crisis - have brought even more hardships, especially for women who have primary responsibility for balancing household budgets and care of the family.
The lessons from 1997 for the current crisis 

The main lessons of the 1997 crisis, in terms of social development, were threefold. They applied then as they apply now. 

First, the crisis had a large, negative effect on household welfare, mainly due to labour demand shocks. Poverty became more acute, and other social indicators, such as decent work, school attendance, healthcare and others worsened in affected 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. 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, were mobilised to mitigate the shocks of the crisis.

Having said that, all these measures, however, were not sufficient to adequately address the problems and hardships brought about by the aggregate shocks of an economic crisis. 

This is borne out by the third lesson - that the crisis then, as the crisis now, exposed important limitations in the ability of private and public safety nets to cope with a shock of this magnitude.  The 1997 crisis 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 developing 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.

Most developing countries still do not provide adequate social protection for their citizens. As a result, millions are resorting 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.

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.

Around 112 million people in Southeast Asia alone could experience hunger and food insecurity despite the region being the "rice bowl" of the world.

Worse still, some are voluntarily or being forced to sell their labour and bodies in the trafficking trade, or what we call “irregular migration”. This happened in the aftermath of the 1997 crisis and there are indications that the same is happening now as well, perhaps on a larger scale.
Social protection – reducing the social impact of the current crisis

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. Therefore, enhancing the coverage of social protection will help people and economies. 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 ad hoc social safety net programmes in the 1997 crisis, and during the food price crisis of the first half of 2008. 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.

But episodes of soaring commodity prices will recur in future, especially when the current recession goes away and the money from stimulus packages run out. 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. 

These are the “public goods” of health, education, housing, clean water and sanitation.

A desirable goal for social protection systems 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 the context of social protection, ICSW is supporting the The Social Protection Floor Initiative (SPF-I). The lead agencies are the ILO and WHO but the initiative is supported by most if not all UN agencies and the World Bank. It is a great step forward in implementing programmes that will alleviate poverty. The main elements of the SPF-I are:

Essential services i.e. geographical and financial access to essential services including water and sanitation, adequate nutrition, health, education and housing.

Essential social transfers i.e. social transfers in cash and kind paid to the poor and vulnerable to provide a minimum income and healthy security. 

Social safety nets, such as cash or in-kind government transfers to the poor are often temporary but necessary measures. These transfers can be conditional – provisions to families or individuals as a reward for actions such as attending school, participating in public works, or doing a medical check-ups. Or they can be unconditional transfers, which do not depend upon recipient’s behaviour. 

But these measures cannot replace longer-term social protection schemes that will protect vulnerable peoples from this crisis as well as the next.
The new poor and the traditional poor

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. 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 current crisis. In developing countries 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 paid 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 responses to the crisis 

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 – the public goods. Crisis-driven fiscal expansion provides a chance to make overdue budget increases for education and health. Public expenditure on health by many South countries is already low by international standards. 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. 

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 youth 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.

To put it in another way and to repeat the recommendations – these then are the main concerns that should be uppermost on the minds of national and international policy makers as they grapple with the current crisis. 

There are at least three key sets of concerns, impacted countries should prioritize in policy making and programming.

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 because it relates to the stumbling blocks, political as well as economic, to the legal empowerment of the poor:

· 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.

Finally, this is a global problem and we need global and local solutions for the localised problems millions are experiencing. At the global level, donor governments, many of whose countries from whence this current crisis originated should have more reasons now to keep to their commitments to assist developing countries in the South. At the national and local levels, especially in the South, governments must take this crisis as yet another opportunity to put in place comprehensive social protection systems for its peoples because it is the moral and economically right thing to do.
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