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Abstract

Crises and dislocations home in on social, economic, and political weaknesses that
are often sidestepped or pushed to the backburner in the interests of master plans
of growth or development. Recovery from crises, then, provides the opportunity to
address these underlying issues that preceded and, likely, contributed to the crises or
dislocation; meanwhile, a return to the previous normalcy following such crises gen-
erally means exacerbation of these weaknesses that erode and threaten to fracture
social, economic and political foundations. This paper documents social and eco-
nomic policies across two financial crises, the Asian Financial Crisis and the Global
Financial Crisis, for South Korea, the Philippines, and Indonesia, to reveal the prob-
lems from growth-centric recovery focus on economic fragilities, social cohesion,
and political stability. Further, using evidence from the ground and survey data, we
also show how recovery to a new normal with a reprioritization of social policies
invigorates the social, political, and economic foundations. We round off the study
with an examination of social policy changes under COVID-19 to assess how the
efforts track against a recovery to business-as-usual economic normalcy or a new
normal that reprioritizes social policies and the economy. The scope of change is
high; as we show in the paper, it is also necessary.

Keywords COVID-19 - Crises - Business-as-usual - Economic recovery - New
normal - Social policies

Resumé

Les crises et les bouleversements renvoient a des faiblesses sociales, économiques
et politiques qui sont souvent évitées ou mises en sourdine afin de suivre les grands
plans de croissance ou de développement. Le fait de se relever apres une crise of-
fre donc la possibilité de s’attaquer a ces problémes sous-jacents qui ont précédé
et, vraisemblablement, contribué aux crises ou aux bouleversements; en attendant,
suite a de telles crises, un retour a la normalité d’avant signifie généralement une
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exacerbation de ces faiblesses qui érodent et menacent de fracturer les fondations
sociales, économiques et politiques. Cet article documente les politiques sociales et
économiques a travers deux crises financieres, la crise financiere asiatique et la crise
financieére mondiale, pour la Corée du Sud, les Philippines et 1’Indonésie, afin de
révéler les problémes d’une reprise axée sur la croissance et de se concentrer sur
les fragilités économiques, la cohésion sociale et la stabilité politique. De plus, en
utilisant des preuves sur le terrain et des données d’enquéte, nous montrons égale-
ment comment la relance de I’économie sur la base d’une nouvelle norme, avec une
redéfinition des priorités des politiques sociales, revigore les fondements sociaux,
politiques et économiques. Nous terminons 1’étude par un examen des changements
de politique sociale dans le cadre de la COVID-19 pour évaluer de quelle facon les
efforts s’opposent a une reprise du statu quo de la normalité économique ou a une
nouvelle normalité qui redéfinit les priorités des politiques sociales et de I’économie.
L’ampleur du changement est élevée; comme nous le montrons dans cet article, elle
est également nécessaire.

Introduction

The catastrophic one-two punch from COVID-19 upended political, social, and eco-
nomic life globally and left governments scrambling to respond on multiple fronts.
As countries ease tentatively and uneasily to recover to life before the pandemic, a
key question consistently raised is this: recovery to what? Should the outpouring of
resources, efforts, funds, and time be aimed at a business-as-usual economic recov-
ery? Or should they be targeted at recovery to a new normal beyond growth-centric
revival? Winston Churchill’s famous quip, “Never let a good crisis go to waste,”
is a reminder that crises and dislocations home in on social, economic, and politi-
cal weaknesses all too often sidestepped or pushed to the backburner as a result of
single-minded pursuits of master plans of growth or development. Recovery from
crises to a new normal, then, typically means seizing the opportunity to reprior-
itize society, politics and the economy; for many countries, this entails expanding
medium- and long-term social policies that address underlying social, political, or
economic weaknesses that preceded and, likely, exacerbated the crises or disloca-
tion. Meanwhile, a return to previous normalcy following such crises generally
refers to a focus on growth-centric policies aimed primarily at an economic rebound.
In practice, return to business-as-usual, then, fixates on economic normalcy; social
policies, where adopted, are stop-gap measures that do not substantively address
underlying shortcomings. Such a course leaves way for weaknesses to amplify and
further corrode or even fracture their foundations. Despite the promises of a recov-
ery to a new normal and the corresponding perils associated with business-as-usual
economic normalcy, reprioritization with a new normal remains largely unreal-
ized, even as a growing body of literature shows such a revamp improves economic
fundamentals, political support and social relations for growth, particularly in the
medium- and long-term (Stiglitz 2000; Bernanke 2009).

This paper joins this growing literature: it documents the economic, political,
and social downsides of a business-as-usual growth-centric rebound and provides
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corresponding evidence that a new normal that incorporates medium- and long-term
social policies—such as environmental and social protection—promote political
support and social cohesion for countries in East and Southeast Asia; further, we
relate the findings to social policy changes under COVID-19 to assess how recov-
ery efforts in the three countries track against the pursuit of growth-centric versus a
new normal recovery. Specifically, we examine the experiences of three countries in
East and Southeast Asia—South Korea, the Philippines, and Indonesia—across two
financial crises, the Asian Financial Crisis (AFC), 1997-1998, and the subsequent
Global Financial Crisis (GFC), 2007-2008, to show that the three countries primar-
ily targeted recovery to economic normalcy following the AFC and the subsequent
GFC, with social policies, where adopted, mostly temporary and ad hoc measures to
facilitate economic recovery. These experiences largely mirror those of other coun-
tries in East and Southeast Asia. We provide qualitative evidence that show how
the growth-centric recoveries increased economic vulnerabilities and social insecu-
rity. Further, we provide quantitative evidence from systematic analyses of surveys
to show the political and social benefits of medium- and long-term social policies.
Specifically, we show respondents are impelled to protest to assert their preferences
for social policies over economic performance; in addition, social trust is based
on social policies rather than a growth-centric economic normalcy. And, we bring
the discussion up-to-date by relating the relevance of the findings to social policy
changes under COVID-19.

The East and Southeast Asia region is interesting for study: countries in the
region are generally considered to be strong economic performers, so that the popu-
lace in East and Southeast Asian countries may be inclined to welcome a growth-
centric, business-as-usual recovery, more so than peoples in other regions. In par-
ticular, these countries have earned accolades for their economic success, as the
Asian tigers of South Korea, Taiwan, and Singapore, and the next Asian tigers of
Indonesia, Thailand, Malaysia, and the Philippines. Indeed, a key pillar of the East
Asian Development Model (EADM)—a growth model ascribed to countries in the
region—is that economic achievements underpin citizens’ acceptance of less-than-
democratic regime rules and processes to enable the government-led economic suc-
cess in these countries, often pursued with the aid of illiberal rules, processes, or
practices (Shrestha 2013; Cha and Yap 2020). Meanwhile, in stark contrast, social
policies—such as social protection—are underdeveloped: social policies have his-
torically been described as “productivism” or “developmentalism”: i.e., they were
left primarily to families and communities on the basis of mutual support while eco-
nomic and industrial development objectives were prioritized by the state (Ratigan
2017). These depictions of East and Southeast Asia underline that citizens in the
region may be inclined to embrace a return to business-as-usual economic normalcy.
It stands to reason that if the examination reveals otherwise—that citizens in the
region prefer and support a recovery to a new normal that incorporates medium- and
long-term social policies—then the results are likely to be broadly generalizable.

To enhance generalizability, the three dissimilar countries of South Korea, Indo-
nesia and the Philippines are chosen for examination from the population of East
and Southeast Asian countries, i.e., we adopt the most different cases comparative
method to augment external validity of the findings. Briefly, the most different cases
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or systems comparative method draws findings based on selection of cases from a
defined population that vary across most of the relevant independent variables; as a
result of such case selections, similar outcomes on the dependent may be mapped to
the independent variables that are alike, i.e., they may be attributed to the remain-
ing areas of similarities (Przeworski and Teune 1970; Collier 1993; Levy 2008;
Mill 1875).1 By the most different cases comparative method, then, consistent out-
comes across the cases undergird generalizability or external validity of the findings.
And, to be sure, the three countries vary widely across culture, society, economic
and political development. Thus, culturally and socially, the countries are diverse:
South Korea is generally considered a Confucius society, the Philippines is primar-
ily Spanish-Catholic, while Indonesia has the world’s largest Muslim population,
at 87% of the country’s total population (Statistics Indonesia 2010). The countries
also vary in terms of economic development: South Korea is a developed country
that joined the ranks of the OECD in 2000 while Indonesia and the Philippines are
generally characterized as emergent economies. Politically, the countries also differ:
the Philippines was among the first non-democracies in East and Southeast Asia to
democratize in 1986, followed closely by South Korea in 1987, while Indonesia’s
democratization occurred a decade later. Of the three, South Korea’s political pro-
gress has been the steadiest, with Indonesia facing down an alleged coup in 2016
while the Philippines has witnessed attempted, plotted, and alleged coups in 1986,
1987, 1989, 1990 and, after a lull, in 2001, 2003, 2006, 2007 (Yap 2020).

What are similarities across the countries, then? Briefly, we show that the three
countries pursued growth-centric return to economic normalcy that eroded eco-
nomic fundamentals; we also draw on survey data for evidence that social policies
and their prioritization enhance social cohesion and political stability to support a
purposeful recovery to a new normal comprising expanded medium- and long-term
social policies.

Thus, on the one hand, the almost single-minded focus on economic recovery—
where governments doubled down on efforts to strengthen economic growth cap-
tured nominally by Gross Domestic Production (GDP) and its variants—meant that
most countries in the region appeared to withstand the crises well. As an indica-
tion, for the AFC, most countries in the region reported positive growths by 1999,
with South Korea, a country hard-hit during the crisis, leading the pack with double-
digit growth of 11.3% (World Bank Databank 2020); in contrast, Japan, a creditor
during the AFC, reported negative growths in 1998 and 1999. As another indica-
tion, for the GFC, most countries in the region averted negative growths altogether;
indeed, their recovery from the GFC well before counterparts in other regions led to
renewed interest and enthusiasm in their economic success, yet again (Pempel 2015;
Das 2012).

On the other hand, even as these economies returned to pre-crisis macro-level
economic achievements, data from OECD, ILO, and the World Bank show large
and widening gaps between the haves and have-nots, especially in the labour market.

! We thank an anonymous reviewer for suggesting the need to flesh out the most different comparative
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As a result, even as growths returned to normal for the East and Southeast Asian
countries, they also experienced high incidence of low paid work and short average
job tenure among the vulnerable population, including women, youths, the elderly,
migrant workers, and those in the informal economy, i.e., the recovery to economic
normalcy impaired core constituents of the labour market. Critically, studies note
that such disparities and inequities undermine economic, political, and social foun-
dations and leave countries susceptible to future shocks (OECD 2017; Stiglitz 2000;
Basso et al. 2012; Birdsall 2011). Anecdotally, fissures are evident in the growing
social divides and political discords in East and Southeast Asia, a region where the
populace is traditionally seen as compliant and deferential. Witness, for instance,
the Sunflower movement in Taiwan in 2014, the million-strong Candlelight protests
in South Korea, 2016-2017, and the year-long protests in Hong Kong, 2019-2020.
Meanwhile, the election of controversial and polarizing candidates—such as Presi-
dent Duterte in the Philippines, who campaigned on an anti-crime platform of
shoot-to-kill, or Vice-President Ma’ruf Amin, the inactive chair of the Indonesian
Ulema Council (MUI) and Rais Aam (supreme leader) of the Islamic mass organiza-
tion Nahdlatul Ulama in Indonesia, whose orthodox views include advocacy of the
criminalization of gay sex—threaten to permanently cleave politics and society (Yap
2019).

This paper makes three contributions: first, it reveals clear and growing economic
vulnerabilities that follow growth-centric rebounds. In particular, we show increas-
ing non-standard or high levels of informalization of employment in the three coun-
tries to corroborate the economic costs and resultant fragilities of growth-centric
recovery on growth, particularly in the medium- and long-term. Second, it high-
lights how a new normal that incorporates medium- and long-term social policies—
such as environmental or social protection policies—invigorate social and politi-
cal foundations; countries in the region, then, benefit from policies that go beyond
growth-centric business-as-usual recovery. Thus, using survey data, we show popu-
lar support for social policies over economic growth, and respondents are motivated
to protest for social policies; further, we show that respondents’ social trust rests on
social policies rather than economic growth. Medium- and long-term social poli-
cies, then, enhance political stability and social relations which undergird economic
achievements in these countries; meanwhile, the temporary spikes in social policies
that follow crisis do not bring the medium- and long-term policy benefits because
the focus on getting back to business-as-usual means social policies adopted are not
well formulated and often scuttled following the crises. Third, we examine social
policies adopted under COVID-19 to assess the content of recovery for the three
countries, given the clear lesson for COVID-19 recovery from this study: recovery
needs to target a new normal that addresses social, political, or economic weakness
through the expansion of medium- and long-term social policies. Our assessment
reveals that, of the three countries in this study, only South Korea may be pursuing a
reprioritization of society, politics, and the economy through social policies that are
not just crisis-specific stop-gap measures. This highlights that most governments are
pursuing growth-centric recovery, yet again, notwithstanding previous learning.

In the following, we give brief backgrounds to the country cases in this study
before describing the crises and recoveries to show the growth-centric focus. We
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go on to provide evidence and systematic analyses of the problems of growth-cen-
tric economic recovery and the promises of a new normal that prioritizes medium-
and long-term social policies. This is followed with a discussion of social policies
adopted since COVID-19, and how they track against recovery to a new normal. We
conclude with implications of the findings.

Pre-Crisis Politics, Economies, and Social Policies

This section provides brief backgrounds to politics, economy, and social policies in
South Korea, Indonesia, and the Philippines prior to and following democratization.
Using democratization as a demarcation follows theoretical and empirical findings
that social policies expand post-democratization, i.e., democratization generally
marks the turning point for expanding social policies (Yap 2006; Brown and Hunter
1999; Reich 1999). The three countries hew closely to this: social policies were sig-
nificantly limited prior to democratization and expanded in the respective countries
following democratization. Still, even with the expansions post-democratization,
social policies remained limited and inadequate in the three countries. As an indi-
cation, social expenditure as a percent of GDP in 1995 was 3.1% in South Korea,
0.7% in the Philippines, and 1.6% in Indonesia, respectively (ILO 2020a, b, ¢). In
comparison, social spending for the OECD countries averaged 18% that year, while
Turkey and Mexico—generally considered as about on par with the Philippines and
Indonesia—spent 3.4% and 3.7% respectively (OECD 2020). Thus, even countries
on the low end of social spending—such as Turkey and Mexico—significantly out-
spent their counterparts of Indonesia and the Philippines.

The limited offerings of social policies were particularly stark in light of the eco-
nomic achievements of the countries. To be sure, even though much of focus on
economic performance for countries in the region was during pre-democratization
periods, the countries continued to achieve high economic growths post-democrati-
zation. This bears noting since it suggests the centrality of the economy and growth
for governments in these countries.

Table 1 chronicles the social policies in South Korea, Indonesia and the Phil-
ippines against economic performance in pre- and post-democratization periods. It
shows that social safety nets and social policies were largely limited to government
employees and other sectors favoured by the governments in pre-democratization
periods. Theory explains that governments in pre-democratized countries, such as
authoritarian or military-backed governments, generally follow in the heels of mili-
tary coups and stop-gap military governments and these latter lack broad-based
support. To co-opt opposition, the pre-democratization governments may pursue a
number of strategies, including: delivering policy performance, such as economic
performance; holding popular, if limited, elections; or institutionalizing politics and
society to co-opt opposition (Geddes et al 2014; Gandhi 2008). Unsurprisingly, the
expense of expansive social policies meant they were limited in pre-democratization
periods.

Column 4 in Table 1 shows an expansion of social policies in South Korea,
Indonesia and the Philippines following democratization. This is consistent with
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theoretical studies that show democratization leads to increased spending as govern-
ments use social spending to build and broaden electoral support (Yap 2006; Brown
and Hunter 1999; Reich 1999). In particular, governments in new democracies are
incentivized to increase expenditures, particularly since the emerging institutions
and rules may foster immediate accommodations to constituencies and discour-
age long-term planning. Still, notwithstanding the increases in social policies, they
remained considerably less extensive and generous in East and Southeast Asia than
western welfare regimes (Ratigan 2017).

Not surprisingly, crises such as economic or financial crashes provide shocks that
bring to light inadequacies in social policy coverage in countries. Problematically,
as will be made clear in the next section, growth-centric recovery from such cri-
ses generally papers over gaps in social policies; this compromises growth in the
medium- and long-term because of added economic vulnerabilities, and also under-
mines political stability and social relations. We turn next to the AFC and GFC and
the growth-centric recoveries in South Korea, the Philippines, and Indonesia.

Crises, Growth-Centric Recoveries, and Social Policies

Economic achievements across decades in East and Southeast Asia in general, and
the three countries in this study in particular, likely dulled critical assessments of
the economies or the inadequacies of social safety nets in the countries. It is fair to
say that the AFC blindsided the international community; notwithstanding, analysts
made up for lost time and the misstep with unremitting analyses of how govern-
ments in the region, who could do no wrong before the crisis, were unable to get
anything right since (Cha and Yap 2019). Generally, these advocated for free market
reforms to further open the economies.

In this section, we show that free market reforms in the context of the growth-
centric recovery strategy in the region accelerated the casualization of the labour
market to the detriment of economic fundamentals (Bernanke 2009; Stiglitz 2000;
Reinhart and Rogoff 2004). At the same time, the AFC and subsequent GFC illumi-
nated the extent to which social policies were underdeveloped: large segments of the
populations in the respective countries remain without benefits or protection, despite
the social policies in place.

In brief, in the face of the pressing demands of economic recovery and social pol-
icymaking, governments in the three countries stuck with the modus operandi of pri-
oritizing the economy rather than reprioritizing social policies with economic recov-
ery. The growth-centric focus on recovery to economic normalcy in these countries
means that social policies adopted under crises were piecemeal responses aimed at
averting further immediate fallout from the crises and, thus, mostly weak, inade-
quate, ineffective, and, easily scuttled following the crises. These become apparent
with the subsequent crises: thus, the AFC shed light on the inadequacies of social
policymaking, the GFC illuminated ongoing ineffectual social policy responses, and
Covid19 revealed the perilous conditions that remains across countries for vulner-
able labour and the poor, particularly women, youths, the elderly, migrant workers,
and those in the informal economy. These persistent social, political, and economic
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weaknesses have contributed to the deterioration of social relations and political sta-
bility across the three countries.

Economic Policies and Consequences

Table 2 summarizes the AFC and GFC policies adopted and the economic con-
sequences from the policies. It is useful to point out that the growth-centric eco-
nomic recovery for the AFC was due in no small part to the demands associated
with the IMF bailout of countries from the AFC: in particular, stringent conditions
of the IMF bailout pegged funding to the recipient country’s economic performance.
Under these circumstances, the governments in the three crises-countries, all of
which received IMF bailouts, may have little choice but to double-down on eco-
nomic revival.

Thus, among the remedies adopted to deal with the crisis was the establishment
of the International Monetary Fund (IMF) as a lender of last resort for the crisis-
countries. This turned out to be a double-edged sword. Specifically, the IMF finan-
cial rescue package tied aid to the countries’ commitments to high interest rates,
severe cuts in government spending, accumulating foreign exchange reserves, and
also non-financial structural changes such as market reforms and labour market
deregulation for the domestic economy, among other conditions; further, continu-
ation of aid from the bailout was pegged to recoveries in the countries as measured
by economic output, debt repayment and budget surplus (Radelet and Sachs 1998;
Stiglitz 2000; Cooke and Jiang 2017).

In the years since the AFC, there is also increasing agreement, including from the
IMF, that a number of the IMF measures which focused on growth-rebound deep-
ened the crisis: for instance, the high interest rates and constricted domestic spend-
ing are widely considered to have worsened conditions. And, the IMF’s stipulation
of the quick shut-down of unviable financial institutions contributed to panic runs on
the bank, to which foreign lenders responded by rejecting further discounts of loans,
which squeezed the capital market even tighter (Radelet and Sachs 1998; Stiglitz
2000; Fischer 2000).

It is no small irony that the uncompromising conditions of the IMF bailout of
countries during the AFC led to the under-development of the financial markets in
the region that effectively isolated countries in East and Southeast Asia from the
machinations that preceded the GFC (James et al 2008; Bernanke 2009). Largely
following from the IMF conditions, then, the Asian economies missed out on the
risky subprime and derivatives market that underpinned the GFC, due in part to
stricter policies and the constricted foreign lending as a result of the AFC and in part
to the underdevelopment of financial markets in Asia as a result of the uncompro-
mising bailout (Pempel 2015; James et al 2008; Bernanke 2009). Table 2 lists some
of the economic reverberations: thus, for instance, while growth figures may suggest
that the countries recovered from the AFC, deeper examination of non-performing
loans or unemployment rates shows the economies struggled longer and harder to
stay afloat as a result of the growth-centric focus (Stiglitz 2000; Haggard 2005;
Radelet and Sachs 1998).

¥



1515

A New Normal or Business-as-Usual? Lessons for COVID-19 from...

SOAIQSI USTAIO) PIINGAY

€00z ur ApysSs Surstx snidans 198pnq

10§29 ‘000T PUB L66] U9MI9q PIAUI[Odp pue juowkedar 1qap ‘indino orwou

Qwoour eides 1ad ear :sourddiqyqg ayg, ‘9 -009 £q paInseaw se SILUNOd

sjo11 9011 9)edroard 03 9o QU) UI SALIdA091 0) pa3Tad sem
ur saSeIoys 0) paf yerdna Jo uonenjeAsp Jnofreq ay) WoIj pre Jo UOHenunuo))

$SISLIO Q) 9ours A31oaod ut Sural] uon SUONIPUOD IAYI0

-e[ndod oI 0z JO YJy-ouo :eIsaUOpu] ‘G Suowre ‘AWOU029 d1ISAWOP JY) J0F

DD Surmp uone[nuins Arejouowr juowkordwd uorne[ngaIop jazIew Moqe| pue

pue [eISY JOJ 9SAY) SN 0) J[qe AIe QuIn-[[NJ pey SIoIom uealoy Jo %0¢ A[uo SULIOJOI JOYTeW St yons sagueyo

SALIUNOD 3} Jey) JUBIW SOAIST ‘PmoIs o %¢ 11 Ndsop ea1oy YInos 4 [eINONIS [IOUBUL-UOU OS[e pue

uS1a10J p[Ingar 0} uonendng ‘g yueq oy} uo suni orued 0) P[] suUOHMIISUL ‘SOAI0SAI 23URyOX9 USIaI0f Sune|

24D [eIOUBUY S[qRIAUN JO UMOP-INYS JOInQ) ¢ 000C UI '+ Pue 66T Ul -nwnode ‘Jurpuads JUSWUISA0S Ul

Q) papaoaid jey) suoneuIyORW Sutpus] ¢ 9[qeloadsar e paasryoe sourddiiyq ayJ, ‘¢ SIND QIQAQS ‘SIIBI 1SAIUI Y31y 0}

Q) WOIJ BISY JSLAYINOS pue Iseq JNSAWOP PIIJLISUOD SA)RI I1SAIAUI YSIH "7 000 £Q  SjUQUNIUIIOD SILIUNOD dY) O} pIe
UT SOLIJUNOD PIJB[OST A[OATIO] SoNI[IqeIdU[NA %6'% PUC 6661 Ul 2anisod 31y eisauopu] ‘g pan oSesoed ondsal [eroueuy JIAT ¢
sarorjod AT JuSULNS (S)OTRW [B10 JIWOU099 pauadoop ‘pealsul ‘pue AI9A0II %¢ 11 Jo pmoIs 110S0I-1Se] JO IOpUQ[ St JIAT ‘1
-ueuy oY) Jo JuawdoaAdp-1opup) | UQ)sey 0} PoTeJ :SNO0J JINUII-YIMOIL) | 1131p-9[qnop 1Y 66T UI BAIOY YINOS | DIV

(AnE3aU

 $20uanbasu0o STWOU099 popuAUTUN) ‘s00uanbasu0d SO0 SJeIPaWW]  RANISOd ‘S90UINDISUOD OMWOUII AeIpowW] DD PUE DV 10§ sa101[0d A10A009y

Le1sauopuy pue ‘sourddifiyd oy ‘103 YInog ‘sesLr) [eroueul] oy SuLmnp seouanbasuod pue paydope sarorjod £1940001 Jo Arewrung g ajqel



O.F.Yap

1516

I "S1q OS[e 23S “ueqeie(q Jueq PHOA 291n0S (q)

S92INOS PUE UOTSSNOSIP I0J 1X2) 935 ased[d ()

DD Yy Jo 10331 © pue ‘suoneu
10)qap ojur smoput [eyideds Ases oy
0] 11ed ur pa[ Se1woU093-310dXa
9y wouy 1e3ded Ases oy :[endes
pue open ur  sduB[RqWI [8qO[D),, ']

spaau
rerndod Jo 110ys [[e} 03 onUIIUOd UoI3aI
Q1) Ul 2IeJ[oM pue SUIAI] JO SPIRPURIS '
s1oyI0M 10} JuowAojdure
pIepuR)S-UOU PUB UOTIBZI[eNsed Julsearour
pa[[eny onel moqe[-feyides Sururpaq ¢
SoLIsnpur ojur
S3UIABS oNSAWOp YIIY [SUURYD 0 S[Ie] T
puewop 110dxd
uo sarfar jey) A39)ens Awouode-1odxyg ‘|

SYOOYS [BUISIXD JJO PUJ
0} SAIWOUO0I Y} PIMO[[B SIAIISAI
uSra10} 95Ie[ 1Y) ‘peA)sur IR
[endes [euonEUIUI JY) WOI}
juapuadopur A[a81e] awedaq
SOTIOU0D? A} JUBIW—SIATISAT
93ueyoxs u31a1o) p[Ingal 0y

—DdV 18 UonIpuod JIAY ‘0S[V "¢
DD ay) pauurdiopun jey) joew
SOATRALIOP pue swridqns AYsLI

UO JNO PISSTW SIATUIOUOIS UBISY T
 UWN(od ur pajsi| DV Jo seouanb
-3SUOD PAPUUIUN 0} NP PAIIWI]

sem DD 2y} 0) 21nsodxa S BISY |

204D

DD 10BINUNOD
0} sarorjod Arejouowr pue [eosy onsind
o}—suone[ndns JIAT Jo Jnsa1 e se dn jying
—SQAI9521 U210 JI9Y) PAsn SALNUNOY) *¢
600 Ut
UIMUMOP I9)Je 18K © SILIUNOD 1Y) [[B
SSOIO® PIPIOIAI %9 JIAO SYIMOIS YSIH 7
syImoI3 aanisod poprooar saurddijiyqg oy
pUeR ‘BISSUOPU] ‘BIOY YINOS ‘DD Adsaq '|

¢ $20uanbasU0 STWOU0I9 PopuAUTUN)

(PANEIoU
¢590UaNbasu09 SIWOU0IS ABIPIWW]

2An150d ‘$90uaNbasu0d JMWOU0dd ARIPAWW] DD Pue DV 10§ satorjod £104000y

(ponunuoo) zs|qey



A New Normal or Business-as-Usual? Lessons for COVID-19 from... 1517
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KOREA, REP.

Fig.1 GDP Growth (constant) in South Korea, Indonesia and the Philippines, 1996-2000. Source:
World Bank Databank (2020)

In consequence, Asia’s exposure to the GFC was limited: the subprime loss in
Asia excluding Japan was US$10.8 billion—Japan itself, which was not subject
to the conditions of the IMF’s bailout, carried US $ 8.7 billion—while the total
“reported write-down and credit losses of the world’s 100 biggest banks and securi-
ties amounted to US $ 379 billion” (James et al 2008, p. 25). In relative terms, Asia’s
exposure excluding Japan was “less than 3% of the global losses”; including Japan,
it constituted only 5% of global losses (James et al 2008, p. 25). The limited expo-
sure of East and Southeast Asia to the financial GFC meant that economic downturn
for countries in the region followed from the global trade slowdown rather than the
financial crisis itself. Figure 1 depicts GDP growth in South Korea, Indonesia and
the Philippines from 2000 to 2019; it shows that the economies largely averted nega-
tive growths and, further, growths in the high single digits were recorded across the
countries a year after the downturn in 2009.

The economic travails from the growth-centric recovery for the AFC, then, left
countries in East and Southeast Asia, including South Korea, the Philippines, and
Indonesia, relatively unscathed by the GFC (Bernanke 2009; Dutt 2013). And, the
IMF condition—to rebuild foreign exchange reserves—also meant the economies
became largely independent from the international capital market; instead, their
large foreign reserves allowed the economies to fend off external shocks (Bernanke
2009; Dutt 2013).

However, it also clear that the course of recoveries for East and Southeast Asian
economies rested on an export-economy focus. While that provided current account
surplus to the surmount the GFC hump, it also undermined their respective domestic
economies. Specifically, the growth strategy in post-AFC and -GFC East and South-
east Asia is one that relies on external demand through the export-economic focus
that built large foreign reserves but also contributed to the “global imbalances” in
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trade and capital, with the easy capital inflows into debtor nations pinpointed as
a precipitant of the GFC (James et al 2008; Bernanke 2009). Domestically, this
growth strategy failed to channel the high domestic savings into domestic industries;
instead, with capital-labour ratio declining, it fuelled a “race-to-the-bottom” wages
with increasing casualization and non-standard employment for workers (Cooke and
Jiang 2017; ADB 2005). Consequently, standards of living and welfare in the region
continue to fall short of popular needs (Bernanke 2009; James et al 2008). We turn
next to social policies and their development under the crises.

Social Policies Under Growth-Centric Recoveries

The growth-centric economic rebounds from the AFC and the GFC, rather than a
new normal that reprioritizes medium- and long-term social policies, means that
social policies fell easily to the wayside (Bernanke 2009; de Haan 2014). To be
clear, social policies were adopted during the crises; nonetheless, their scope fell
short of needs and the schemes suffered from coverage, adequacy, impact, and
implementation problems.

Thus, social policies adopted under growth-centric recoveries in South Korea suf-
fer from the general problems of coverage, adequacy, impact, and implementation,
so that even as policies expanded, they failed to provide needed social support to
large segments of the population. For example, unemployment insurance in South
Korea supplemented labour flexibility and international ownership that led to high
informal unemployment; further Kwon and Holliday (2006) point out that part-time
and temporary workers were excluded so that, as a result, in practice, only 52% of
salaried workers were covered (246). As another example, the National Basic Liveli-
hood Security was implemented in 2000 as a public aid program to maintain basic
living standards following the AFC; however, eligibility was strict, which severely
limited coverage (Lee 2015). This became apparent with the GFC: while the scheme
extended benefits to 3% of the total population, or 1.5 million, studies estimated in
2013 that an additional 1.2 million who should receive benefits were deemed ineli-
gible (Lee 2015; Kwon and Holliday 2006). In 2015—eight years following the
GFC—the program was overhauled to improve coverage and benefits.

Similarly, in Indonesia, social policies such as the JPS that were enacted in the
heels democratization and the AFC was found lacking across coverage, adequacy,
impact, and implementation: for instance, separate assessments by the Asian Devel-
opment Bank (ADB) and the Overseas Development Institute (ODI) found a large
number remained outside of the JPS scheme, with many of the eligible poor not
receiving benefits even as many non-poor collected them (Sumarto 2006; ADB
2012; Suryahadi et al. 2015). As a result, and with the onset of the GFC, a commu-
nity health insurance initiative, Jamkesmas, fully subsidized by the government that
allowed local governments to design programs for their locality had to be adopted.
In addition, political will behind the social policies was weak: thus, the JPS, adopted
in 1998, remained in incubation until 2004; meanwhile, a consolidated National
Social Security system, debated since 2004, was finally enacted only in November
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2011, following the Law on Health Social Security Providers (No. 24/2011) which
created the Badan Penyelenggara Jaminan Sosial-Kesehatan (BJPS, the Social
Security Administration), with targets for universal health insurance coverage and
work injury, old age and death insurance (Harimurti et al 2013; Pisani et al 2017).

In the Philippines, successive presidents since democratization have adopted
pro-poor platforms in election campaigns but few successfully translated these into
practice. Consider President Estrada, elected on a populist platform in the heels of
the AFC: he spectacularly failed to deliver on his program of subsidised health care
for the poor (Lingap Para sa Mahihirap, or Looking after the Poor), due mostly to
corruption (Kim and Yoo 2015); in 2001, the President was ousted from office for
corruption by the People Power 2 protests. President Arroyo, who stepped into the
office following Estrada between 2002 and 2010, did not fare better for much her
tenure, even as the country held to a strong 6% average economic growth prior to the
GFC and despite her poverty reduction programs. Instead, the growth failed to trans-
late into significant job-creation: indeed, Coronel (2007) cites an ADB 2006 report
that found the country’s performance on malnutrition, education access, and water
availability on par with the poorest countries in the world, including Myanmar and
Papua New Guinea (182).

Importantly, there were also high notes for social policies during these recover-
ies that give reason for optimism regarding the former’s effects. Thus, in Indonesia,
local autonomy Laws No. 22 and 25 in 1999 which devolved administration of gov-
ernment sectors excepting security and defense, foreign policy, monetary and fiscal
matters, justice, and religious affair, to district and municipal governments effective
2001, and the institutionalized elections for local executives, saw local governments
step up to develop popular social policies, particularly health coverage, in order to
win local support for office (Choi 2005; Nasution 2016). One such standout was
Gede Winasa in the Balinese district of Jembrana, which, importantly, is one of the
poorest areas in the country. Winasa initiated a health program for outpatient ser-
vices for all residents, and hospitalization for the poor, and the significant improve-
ment in health services and mortality rates led to Winasa’s election as district head
with 90% of the votes (Pisani et al. 20,187). It also drew widespread attention to
health schemes, and motivated the nationally-run Askesin health scheme in 2005,
which in turn became Jamkesmas in 2008 (Pisani et al 2017).

Likewise, in the Philippines, with the GFC and further motivated to build con-
stituency base to offset the attempted impeachments in 2005, 2006, 2007, and 2008,
President Arroyo got behind the 4Ps (Patawid Pamilyang Pilipino Program), a con-
ditional cash transfer (CCT) program piloted in 2007 and formally implemented in
2008 (Coronel 2007; Kim and Yoo 2015). President Aquino III, 2010-2016, sig-
nificantly expanded the program, and took the original 320,000 households or 1.2
million in population terms, to the 4.4 million households in 2015 or approximately
18 million in population of 103 million total population (Acosta and Velarde 2015).
It has become the most successful social safety net in the country and touted by the
World Bank as “one of the most comprehensive poverty targeting programs” in the
world, targeting education and health through grants provided in exchange for keep-
ing children in schools, maintaining basic healthcare for children as well as expect-
ant mothers (World Bank 2020a, b; Acosta and Velarde 2015). With an estimated
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5.2 million households at poverty level, or about 21.6% of the population, the pro-
gram covered most of its target in 2015 (Orbeta and Paqueo 2016).

In sum, the secondary standing of social policies under growth-centric recoveries
largely saw problems of coverage, adequacy, impact, and implementation. Neverthe-
less, high notes during these recoveries gave reason for optimism. Next, we discuss
the effects of growth-centric recoveries on the economy, politics, and society in sub-
sequent decades.

Growth-Centric Recoveries on Economy, 10 Years on

Governments that prioritize the economy often characterize such efforts as beneficial
to all: growth trickles or filters down across all sectors, and does so more efficiently
than deliberate state intervention (Headey et al 2000; Stiglitz 2016). However, stud-
ies show otherwise. For instance, Headey et al (2000)’s study of the US, Nether-
lands, and Germany between 1984 and 1999 show that growth did not trickle down
better or more efficiently in the US than either Netherlands and Germany; in fact the
US did worse than either country in improving living standards across the popula-
tion. Further, economic growth in the US did no better than either other country,
to reveal no upsides to chasing economic growth over welfare goals. Recent stud-
ies across developed and emergent economies continue to corroborate the absence
of efficient trickle-down growths (Stiglitz 2016). And, the Human Development
Report (1999) points out that “real wages take an average of three years to pick up
again, and that employment growth does not regain pre-crisis levels for several years
after that” (4). In this section, we provide evidence that growth-centric recoveries
negatively impacts the East and Southeast Asian economies in at least three ways:
increased dualization of the labour markets that does not improve with growth lev-
els; poor earning quality; and vulnerable groups including women, youths, elderly,
and the disadvantaged disproportionately and heavily comprising casualized and
temporary labour.

Specifically, extant studies show that financial crises contribute to the further
dualization of labour markets (Reinhart and Rogoff 2004; Eichhorst et al. 2017;
Steindel 2009; Basso et al. 2011). Thus, even as financial crises lead to large redun-
dancies across sectors, recovery is generally uneven across market sectors as well as
socio-economic groups. Instead, policies targeted at hastening recovery broadly are
often less effective at redressing conditions for targeted groups: women, youths, the
elderly, and the disadvantaged are particularly vulnerable. Disparities in the labour
market, then, widen; this increases duality in the labour market, which continued
economic growth is unlikely improve.

Evidence from the three economies corroborates this. Thus, the countries in this
study saw recovery success at the macro-economic level: for instance, Korea’s per
capita income stands at US$31,380 in 2018, compared against the OECD member-
average of US $40,427. However, alongside these positive numbers are dismal ones:
as an example, South Korea’s earnings quality, measured in constant prices with
purchasing price parity (PPP) was US$10.39 for the most recent data available in
2014 (OECD Stat 2020). This fell in the lower half among OECD members, and
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was higher than Greece, which reported US$9.70 but less that Slovenia, which was
US$14.49 (OECD Stat 2020). Likewise, per capita GDP in 2018 for Indonesia and
the Philippines at US$3,893 and US$3,103 respectively, which represented their
best performance to that date, and placed both countries above the performance of
lower middle-income countries (US $2217); however, measured in constant prices
with PPP, both countries fell below the performance of lower-middle income coun-
tries (World Bank Databank 2020).

Further examples of economic vulnerabilities is seen in the increased dualization
of the labour market in South Korea following the consecutive financial crises. In
1998, average tenure for jobs was 6.1 years in the country; this fell to 5.9 years in
2016, with 30.9% in employment for less than 1 year. In contrast, the OECD average
was 9.3 years in 2016, which increased from 9.0 in 2005, while 17.6% of jobs across
the OECD were for less than 1 year (OECD 2018a). Tellingly, job tenure in South
Korea remains the lowest across OECD members.

Another area of grave concern for South Korea is youth employment, i.e., the
15-24 youth group, given findings of unemployment and underemployment scarring
that affects long-term production and the country’s aging population (Arulampalam
et al 2001; Brandt and Hank 2014; Mavromaras et al 2015). Unemployment and
underemployment scarring refers to the loss in human capital through work experi-
ence and general skills as a result of unemployment spells that affect future earn-
ings, so that future earnings would be lower than if such unemployment or under-
employment had not occurred (Arulampalam et al 2001, p. F577). In South Korea,
unemployment rate for the 15-24 age group was 3.85, 7.3% and 15.5% in 1996,
1997 and 1999 respectively; in 2019, it was 11% (Global Economy 2020). Employ-
ment for that age cohort, then, never recovered to pre-crisis levels. Meanwhile, the
employment to population ratio of the 15-24 age group is 27% in 2019; the same
ratio is 41.3% among OECD-members (World Bank Databank 2020). These indica-
tors point to poor long-run economic outlook for the country.

For emerging economies such as Indonesia and the Philippines, the size of the
informal economy, particularly employment in the informal economy, represents a
significant economic vulnerability for medium- and long-term growth, to the extent
that the International Labour Office (ILO) has adopted the formalization of the infor-
mal labour market as a key development goal for the 2030 agenda (OECD 2018a, b;
ILO 2020a, b, c¢). The informal labour market is characterized by job insecurity, with
lower wages, rights, benefits, working conditions, training, and protection than the
formal labour market (Cooke and Jiang 2017; OECD 2018a, b). In Indonesia, 76.5%
of the workers were employed in the informal market in 2018 (World Bank Data-
bank 2020). As reported by the OECD for 2016, this Indonesia’s informal employ-
ment rate is the second highest compared to its peers of nine countries in Latin
America and Africa; further, the number of youths (15-24 years) and elderly (over
55 years) in informal employment exceed even this high rate (World Bank Data-
bank 2020). Similarly, in the Philippines, the last survey completed in 2008 with UN
funding pegged 70% of the workers in the informal market; more recent Labor Force
Surveys by the Philippines Statistics Authority (PSA) estimates informal workers as
comprising 62.8% of the workforce, which is not far off the estimates of 70% by the
ILO (Bersales and Ilarina 2018).

B



1522 O.F.Yap

To summarize, evidence from South Korea, the Philippines, and Indonesia show
that economic fragilities persist even as the countries may have achieved economic
normalcy in terms of growth. Next, we show the effects of growth-centric focus on
society and politics.

Quantitative Evidence: Growth, Society and Politics

Economic vulnerabilities are not the only consequence of the growth-centric
recoveries; in this section, we systematically analyse surveys to show that politi-
cal and social instability increases with a focus on economic normalcy. Spe-
cifically, we examine protest activities and social trust to consider the extent to
which the increased social and political instability may reflect changes in popular
demand for social policies over economic performance.

Our focus on protest takes into account the rise in protests globally, particu-
larly following the severe economic dislocation of the GFC. Further, and notably,
protests have packed a punch in the countries in this study, toppling one regime
and one government in the Philippines, and one regime each in South Korea and
Indonesia. Protests refer to unconventional participation outside of institutional-
ized processes to influence political or policy outcomes. Previous work on pro-
test activities have focused on how the economic performance—whether personal
finance or the national economy—may motivate individuals to protest. However,
recent studies show that preferences that lead to protest activities may not be
about the economy per se but, rather, over redistributive policies, social programs
or against austerity measures that dilute social- or public-goods. At a minimum,
then, severe economic crisis may call attention to the lack of social benefits or
their vulnerability to reduction with government efforts to redress economic dis-
location (Justino and Martorano, 2019; Beissinger and Sasse 2013).

Meanwhile, our consideration of social trust is driven by in part by Putnam’s
(1993) work on social capital that spurred studies on social trust and its effects.
Specifically, social capital—comprising social or generalized trust, social norms,
and associational activities—is seen to facilitate social connections and coordina-
tion, and promote social cohesion (Putnam 1993; Cook 2005). Social trust gen-
erally captures trust in others to be upstanding in a social exchange. Studies on
social trust show that at the individual level, social trust leads to more socially
active, positive, and tolerant participants; at the social level, social trust engen-
ders stronger support for democratic institutions and stronger social solidarity
with “people who are different from ourselves” (Rothstein and Uslaner 2005, p.
45). Social trust, then, is a win—win proposition that enriches individuals and the
society that they comprise.

To make the quantitative assessment, we use survey responses over time to
study the individual’s preference for economic programs over social policies on
their willingness to protest; we also evaluate whether economic growth builds
social trust. We rely on the World Values Survey (WVS) for the survey data:
WVS has been documenting public opinion since 1981, and is currently conduct-
ing the seventh wave of surveys across the globe (World Values Survey 2020).
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The expansiveness of the WVS over time means that data are available for before-
and after-crises analyses.

We adopt variables based on their relevance as depicted in the literature and
also their availability across countries and time for the three countries in this
study. In particular, we examine the effects of four independent variables of inter-
est—government responsibility for providing for everyone; environmental protec-
tion versus economic growth; economic growth as primary aim of the country,
and satisfaction with household finance—on two dependent variables—social
trust and protest participation—controlling for demographics and other relevant
controls. Briefly, the first three the independent variables capture popular prefer-
ences for social versus economic priorities; the fourth—satisfaction with house-
hold finance—represents subjective, egotropic pocketbook interests, which may
indicate the effects of economic vulnerabilities on social trust and protest activity.
Descriptive statistics for the variables used are tabled in Appendix 1.

The effects of these independent variables are evaluated against two depend-
ent variables: social trust, and protests. Social trust is generally captured in sur-
veys as trust in others to be upstanding in a social exchange; it is reflected in the
WYVS through responses to the question, “Most people can be trusted,” measured on
a 2-point scale (1 =yes; 2=cannot be too careful). Protests are documented in the
WVS by a 2-point (1 =yes; 2=no) question on political action: have you attended
peaceful demonstrations? Both variables are recoded on a 0—1 scale and inverted
from the original for analyses and ease of interpretation.

Control variables include the standard demographic controls of education, age,
and gender (Yap 2019; Gomez and Wilson 2006). Other control variables include
interest in politics and institutional confidence. Interest in politics captures in part
respondent’s facility to follow politics and developments in the country, while insti-
tutional confidence—captured with two variables, confidence in the government,
and confidence in parliament—takes into account satisfaction with government per-
formance, measured on a 4-point scale, ranging from none at all to a great deal.

What do we expect to find? If economic growth promotes social trust and politi-
cal stability, then some of the variables capturing economic prioritization, includ-
ing economic growth as top priority or prioritization of economy over environment
will be statistically significant and positive. However, if social policies are impor-
tant, then some of the variables capturing social needs will be statistically signifi-
cant; these include other priorities over the economy, prioritization of environment
over economy, government responsibility, and household finance. We note here that
responses to the question on environmental protection fall across three possibilities
of prioritization of economy or the environment; given the structure of the question,
the categorical responses to the question are recoded into three dichotomous varia-
bles, with prioritization of the environment over the economy as one of the dichoto-
mies, pursuing economic growth as a priority as another, and neither environment or
economy overriding as a third dichotomy.

Table 3 reports the results of the pooled logit analyses of protests and social trust
for the three countries. Columns 1 and 2 report the results for protests for pre- and
post-crises periods respectively, and columns 3 and 4 report the results for social
trust for pre- and post-crises surveys, respectively. In general, the results support the
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ascendance of social policies over economic growth to explain protests and social
trust, i.e., responses report the importance of social policies in motivating protest
mobilization and social cohesion. Also noteworthy are the statistical significance
of the control variables, such as gender, education, confidence in the government
and interest in politics: the significant variables are consistent with the literature
and in the direction expected. Together with the explanatory value of the models
as reported by the Wald-chi statistic and the low collinearity variance inflation fac-
tor, they lend confidence of the robustness of the model and generalizability of the
results.

Thus, columns 1 and 2 show that those who value environmental protection
over growth is statistically significant in pre- and post-crises periods for explain-
ing protest, while those who consider neither environmental growth nor growth to
be overriding is also significant in pre-crisis periods. Importantly, satisfaction with
household finance and economic growth as a priority are statistically significant and
negative for protest participation. Put another way, those dissatisfied with household
finance are more likely to protest; in the post-crisis situation of economic vulner-
abilities, this variable highlights problems that may ensue from economic normalcy
recoveries that fail to address social, political, and economic weaknesses. Likewise,
those who consider other priorities, rather than economic growth, as important for
the country are more likely to protest. Protestors, then, are not driven by the prioriti-
zation of economic growth; it follows that prioritization of growth does not enhance
political stability.

For social trust, the results for pre-crisis period shows only one of the variables of
interest is statistically important in explaining social trust: satisfaction with house-
hold finance is statistically significant; that changed following crises and the results
report that additional variables of interest to be significant in explaining social trust
and in the direction expected. In particular, government responsibility for providing
is statistically significant and in the direction expected; also, the variable measuring
neither environmental protection nor growth as overriding is statistically significant
and positive. In conjunction, the post-crises results suggest reprioritization of soci-
ety, economy, and politics to be important for social trust.

In sum, evidence from the ground as well as systematic analyses reveal the con-
sequences of social and political instability from a recovery to economic-normalcy
where social policies play secondary roles. In particular, evidence from the ground
show the failure to reprioritize society, economy, and politics have led to fractures
in the form of widening cleavages in politics and society that have also contributed
to protests and demonstrations, and fuelled regime changes or government turnover.
Systematic analyses of survey data corroborate these conclusions: they show that
economic growth fails to promote social trust or political support. Instead, results
show that, post-crises, social trust and protests are explained by pocketbook finance
concerns as well as broad social policy issues over economic growth. The clear
lesson based on the experiences of AFC and GFC recovery for the three East and
Southeast Asian countries in this study is this: a new normal that reprioritizes social
building, economic growth, and politics with social policies.
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Social Policies Under COVID-19

In general, governments have responded to COVID-19 with a slew of social poli-
cies for their respective countries, and the ones for the countries in this study are
not different. However, as we have shown in the foregoing, what critically matters
is not whether social policies are adopted, but whether the social policies constitute
a reprioritization to new normal, or if the social policies are secondary to a growth-
centric economic normalcy recovery. How well do the social policies that have been
adopted with COVID-19 track against recovery to a new normal?

Gentilini, Almenfi and Orton’s The Global Review of Social Protection Responses
to COVID-19 site contains a “living-paper” updated to track social policies, spe-
cifically social protection policies, adopted across countries since the pandemic
hit in early 2020.> Social protection generally comprises social assistance, social
insurance, and labor market regulations (Hickey et al. 2018; Handayani 2016). The
authors show that South Korea, the Philippines, and Indonesia to be among the
first documented to battle the economic and social dislocation from the pandemic
(March 27, 2020).

Thus, the Philippines implemented five new cash programs alongside its 4Ps
scheme specifically as COVID-19 response, to low-income families, those in the
informal sector, and the country’s most vulnerable for two months. Other measures
include P1.2 billion has been set aside to cover unemployment benefits for a pro-
jected 30,000 to 60,000 workers expected to be laid off due to the economic disloca-
tion (Gentilini et al. March 27, June 12, 2020).

Indonesia also adopted a cash transfer program for low-income households, for
a period of three months starting in April; in addition, extra funding for a national
food subsidy program was adopted to expand subsidies and coverage to nine months.
Utility and mortgage waivers have been adopted, and US$200 million set aside to
finance health insurance for 30 million workers in the informal labour market (Gen-
tilini et al. March 27, June 12, 2020).

Of the three countries, South Korea may be the most comprehensive, offering
programs across social assistance, social insurance, and labour market support.
These include childcare program to support homecare in low-income families as
children shifted out of daycare, cash transfers for unemployed in low-income house-
holds; job seekers’ cash transfer allowance of up to three months for low-income
households and a 3-month wage subsidy for employers to retain employees (Gen-
tilini et al. March 27, June 12, 2020).

How well do these policies track against a recovery to a new normal? In gen-
eral, the social policies are targeted at COVID-19 relief; this is particularly true in
the case of cash transfers, which are generally one-off or temporary. Further, while
the crop of COVID-19 policies adopted in the three countries are extensive and
cover large segments of the poor and the vulnerable, including women, old, youths,
migrant workers and the homeless, over a longer period than previous policies, the

2 We thank Keetie Roelen for suggesting the resources on the site, https://www.ugogentilini.net/
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expansiveness likely speaks more to the extent of the dislocation from the pandemic
than to a reprioritization of society, politics, and economy.

As indication that the governments’ quick and expansive policy responses may
not represent fundamentally changed priorities, consider that, in the Philippines,
business groups are urging the government to spend more to help workers and the
vulnerable: by the latter’s estimates, P280 billion is needed, which is more than 10
times the P27.1 billion COVID-19 relief announced by the government in March
(Department of Finance March 16, 2020). Consider, too, that the Indonesian gov-
ernment announced on June 3, 2020, a stimulus package of US$ 47.6 billion (Rp
677.2 trillion) to battle COVID-19. Of this, 30% goes to strengthen social safety nets
while 42.6% goes to micro, small, and medium businesses, labour-intensive busi-
nesses, and tax incentives; meanwhile, Bank of Indonesia has injected US$ 40 bil-
lion (Rp 583.5 trillion) into the economy since the beginning of the year to stabilize
the financial market, among other operations (Jakarta Post June 4, 2020).

South Korea’s efforts may reflect a reprioritization: the government announced
another stimulus package of US $28.8 billion (35.3 trillion won) on June 3, 2020,
bringing the total stimulus package to date of US$ 225 billion. Such a reprioritiza-
tion may align with President Moon Jae-in’s plan for an income-led growth model,
which had come under fire from businesses, corporations, the conservative opposi-
tion in the legislature. Moon’s income-led growth has received a new lease in life
with COVID-19: the President’s handling of the virus has won his Democratic Party
and its satellite party a legislative majority of 180 seats, while Moon’s approval
rating hit 71% in May (Korea Times May 8, 2020). These circumstances facilitate
Moon’s pursuit of his income growth model, with a concomitant restructuring of
society, politics, and the economy.

Conclusion

Economic, financial, or even pandemic crises are shocks to countries that illumi-
nate political, social, and economic weaknesses. As governments expend tax dollars,
resources, time, and political capital on recovery from the COVID-19 crisis, a key
question for the recovery efforts is: should recovery focus on economic growth or a
new normal? Recovery to a business-as-usual economic normalcy generally means
focusing on an economic rebound that carries with it the burdens of unaddressed
fissures, while recovery to a new normal entails reprioritizing society, politics, and
economy, usually through committed development of medium- and long-term social
policies that gets at weaknesses that were brought to light.

In this paper, we provide evidence of the drawbacks of growth-centric recoveries,
and the promises of recovery to a new normal. Specifically, we document the recov-
ery efforts and experiences of three East and Southeast Asian countries—South
Korea, Indonesia, and the Philippines—through two crises, the AFC and the GFC,
to show that growth-centric focus on recovery to economic normalcy in these coun-
tries have contributed to economic fragilities, political instability, and social insecu-
rity. This is an important, given—as we document across the three countries—that it
may be tempting to pose economic recovery as a priority that brings widely shared
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benefits. Our examination challenges this assumption and, instead, joins other find-
ings in the literature that show reliance on broad-based growth policies has not only
failed to redress the plight of the economically vulnerable, but also impaired the
fundamentals of medium- and long-term growth.

We also find that crises may lead to temporary spikes in social policies with
extensions of social policy benefits to the informal market and the vulnerable; how-
ever, the focus on getting back to business-as-usual means social policies adopted
were not well formulated and, therefore, often scuttled following the crises. As a
result, even with the expansion of social policies in the countries in this study, lev-
els of cover remain lower than their peers, especially in light of the per capita GDP
levels in the nations. As an indication, public expenditure on social policies in South
Korea averaged about 10.4% of GDP in 2015, compared to the OECD average of
20.5%; it is 2.2% in the Philippines and 1.1% in Indonesia for the same period, and
this contrasts against 12% in the lower middle income countries and 8.4% in lower
income countries (OECD 2019; World Databank 2020).

The importance of social policies cannot be overstated: the systematic analyses of
survey data show popular preference for social policies over economic growth. This
finding is particularly significant for countries in East and Southeast Asia, where
economic growth was touted as a predominant priority. In particular, the evidence
shows popular preference for social policies drives social trust and cohesion; further,
respondents prioritize social policies over economic growth and will protest in sup-
port of such priorities.

Our examination reveals a clear lesson for Covid-19 recovery: it needs to target a
new normal. Unfortunately, policies to date suggest that, of the three countries in the
study, only South Korea appears to be on track for a new normal that reprioritizes
society, politics, and economy with social policies that go beyond a stop-gap for the
immediate crises, while both Indonesia and the Philippines have adopted policies
that are mostly transient. The scope for change, then, remains high.
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