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I. Introduction  
 
The Asian Economic Crisis started at the beginning of July,1997 in Thailand and 
penetrated immediately into the major countries, Indonesia, Malaysia, South Korea, in 
the region. The effect of the crisis was so massive that some scholars like Pinera (1999) 
referred to it as the collapse of the second Berlin Wall. With early sign of the crisis 
toward March, the success story of Asian countries came to end in an unexpected 
manner. The crisis starting initially in financial sector spread to the real sectors of the 
economy of the crisis countries with a severe negative impact on people through 
reducing both GNP per capita and people’s standard of living.  
  
Considering that Thailand was the origin center of the financial crisis and later it has 
spread out to other Asian countries whose South Korea was the last, in this paper we 
focused the severity of the crisis only in Thailand and South Korea. The study initially 
gives some ideas in relation to Asian Economic crisis and explores deeply the 
implication of the crisis on poor. We took South Korea as a second country like a 
reference to evaluate how these two countries with different "economic and developing 
status" were affected by the crisis. For certain social parameters the emphasis is given 
on a particular country study. 
 
II. An Overview of the Asian Economic Crisis, 1997-99  
 
Up to the 1950s Thailand was one of the poorest countries in the world. But in the 
following years Thailand has showed highly successful progress and has taken its place 
among the so-called Asian Tigers. Even in 1980s Thailand has successfully maintained 
this success without having any difficulties. According to the World Bank (1993), with 
the average annual growth rate by 5,9 % in real GNP per capita in the period of 1980-
91, Thailand was the fastest growing third country in the world after China and South 
Korea. 
 
The reason why Thailand fell into crisis in 1997 dated back to early 1990s. High rates of 
economic growth of Thailand maintained for decades till July 1997 has been covered to 
a large extend by foreign capital. High rates of economic growth relied mainly on 
foreign capital played a significant role in the emergence of the crisis. In early 1990s the 
Thai authorities liberalized capital movements with an increasingly increasing trend, as 
previously kept them under tight control. The main reason behind the liberalization of 
capital movements in Thailand, supported considerably by the IMF, was both to create 
an environment for the low-costly capital inflow to Thailand to maintain high growth 
as well as to make Bangkok, the Thai capital city, the financial center of the Asia-Pacific 
region by which Thai authorities and the IMF intended to fill out the gap which would 
occur after the handover of Hong Kong to China at the beginning of 1997.   
 
After the liberalization of capital movements (not only long term but also short-term), 
capital inflows towards this country have significantly increased. As up-ward trend in 
foreign capital inflows continued, interest rates in this country started to fall down. The 
Thai authorities, who wanted more and more foreign capital inflows in order to 
maintain high growth of the economy, did not allow interest rates to get down by 
implementing a sterilization policy. In addition to this, pegged exchange rate together 
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with extremely liberalized capital movements led to significant increases in the influx 
of foreign capital towards the country. High levels of foreign capital not only pushed 
investment expenditures up, but also increased consumption expenditures. Thus, both 
economic growth and aggregate demand tended to expand considerably. These 
developments, meaning the heating of the economy, eventually led to an increase in 
both inflationist pressures and current account deficit.  
 
As for the financial side of economy, extremely high levels of foreign capital influx to 
Thailand raised significantly the credit supply of banks in this country. The areas 
where credits were given started to change gradually due to the credit surplus and thus 
bank credits were directed towards the sectors such as property and construction. 
These sectors, at least in the short run, did not provide foreign currency earnings. In 
addition, since 1993 the Thai authorities, particularly The Central Bank of Thailand, 
had started to encourage short-run foreign borrowing by private sector. These 
developments led to change the structure of foreign borrowings. Due to the 
irresponsible lending policies of the Thai authorities, most of long-run loans tended to 
become short-run loans, accumulating short-run borrowing in the economy. Eventually 
the vulnerability of Thai economy against crisis has increased tremendously. The ratio 
of short-run foreign borrowing to international reserves, which is an indicator of 
financial sector’s weakness, increased from 72,2 % in 1992 and 114,2 % in 1995, to 145 % 
just in the eve of the crisis (Aktan & Sen, 1999).   
 
In addition to this, as a result of strict exchange policy based on peg regime the 
exchange rate band had been narrowed considerably since the Plaza Agreement of 
1985. For instance, only an exchange rate band of ± 1,6 % was allowed in the period of 
1993-1996, just before the crisis (see, Table-1).   
 
With the strengthening of the US dollar from 1995 onwards, the Thai bath was 
inevitably appreciated vis-à-vis other currencies, leading a decline in the export 
competitiveness of Thailand. According to Warr (1999), another major factor behind the 
overvaluation of Thai bath was the demand effect created by high level of foreign 
capital. Meanwhile, it would be useful to mention here that the export competitiveness 
of Thailand decreased slightly by high wage increases in the production sectors 
without any significant increases in the productivity. 
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Table-1: Some Macroeconomic Indicators of Thailand and South Korea, 1993-2000 
 
THAILAND 

Indicators  / Years 1993 1994 1995 1996 1997 1998 1999 2000* 

Real GDP Growth1  8,4 9,0 8,9 5,9 -1,8 -10,4 4,2 5,5 

Inflation1 3,4 5,1 5,8 5,9 5,6 8,1 0,3 2,0 

Budget Balance / GDP2 1,7 2,8 3,3 0,9 -0,3 -2,8 -3,3 … 

Domestic Demand 
Growth1 

… … … … -7,6 -26,2 5,0 7,8 

C. Account Balance / GDP2 -5,0 -5,6 -8,2 -8,0 -2,0 12,5 8,9 … 

Nominal Exchange Rate3 25,3 25,1 24,9 25,3 31,4 41,4 37,8 … 

 
SOUTH KOREA 

Indicators / Years 1993 1994 1995 1996 1997 1998 1999 2000 

Real GDP Growth1  5,5 8,3 8,9 6,8 5,0 -6,7 10,7 7,0 

Inflation1 7,1 7,7 7,1 3,9 3,1 5,1 -1,6 0,7 

Budget balance / GDP2  0,6 0,3 0,3 1,0 -1,3 -3,8 -4,6 … 

Domestic Demand 
Growth1 

4,6 9,6 9,3 7,8 -0,8 -19,6 13,4 10,7 

C. Account Balance / GDP2 0,3 -1,0 -1,8 -4,4 -1,7 12,8 6,1 2,1 

Nominal Exchange Rate3 802,7 803,4 771,3 804,5 951,3 1401,4 1188,8 1119,5 
Note: Domestic demand growth  figures are driven from OECD Economic Outlook, June1999 and June 2000.  
*- donates projection 
1-Percentage change from previous year. 
2-As of percentage 
3-Annual average of national currency vis-à-vis per unit of  the US Dollar  
 
Source: IMF World Economic Outlook, May 2000 and IMF International Financial Statistics, August 2000. 

 
 
The spread of the crisis from Thailand into Indonesia, Malaysia, Philippines and finally 
South Korea was mainly brought about by: 
 
¾ Common shocks or monsoonal effect: Sharp increase in the interest rate in 

international markets, a significant change in the exchange between strong 
currencies such as US dollar, DM, Euro and Yen, a decline in the commodity 
prices in international markets and global economic slowdown caused the 
spread of the crisis from one to other. 

¾ Spillover or contagion effect: Crisis sometimes spread from one to another due to 
mutual dependency in economic relations between countries. For example, one 
country can reduce the competitiveness of other country through devaluation. 
Financial relations among countries can also create spillover or contagion effect, 
resulting in the spread of crisis from one to others. 

¾ Similarities between the structure of both geographical and economics of the region 
countries: Structural similarities in terms of produced commodities, export 
places, economic policies, etc. lead the crisis spreading to others. 

¾ Change in the sensitiveness of the investors: A crisis in one country may change the 
behavior of international investors towards other countries who have some 
similarities with the other crisis countries, resulting in an outflow of foreign 
capital.   
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Although South Korea displayed a good performance in 1990-96 period, she fell into 
crisis due mainly to irresponsible short-run foreign borrowing of business community 
and financial institutions. With the spread of the crisis to South Korea, the dimension of 
the crisis has changed considerably and turned into a global crisis from a regional 
crisis.  
 
The main factors behind the 1997-99 Asian Crisis may be summarized as follows: 
 
¾ Weaknesses in the corporate, banking and financial systems of the crisis countries: Poor 

risk management and supervision, inexperienced managers, lack of transparency 
in the connection between governments and businesses, inadequacy of 
regulation and financial institutions resulted in the vulnerability of the crisis 
countries. 

¾ Prompt liberalization of short-run capital movements: 
¾ Enormously expanding foreign debt of private sector and mismatching: A severe 

mismatch between foreign liabilities and foreign assets of crisis countries’ banks 
and non-bank financial firms. These establishments borrowed heavily from 
abroad but lent to domestic investors, investing on the sectors like contraction 
and property. 

¾ An exchange regime pegged to the US Dollar: Declining export competitiveness was 
exacerbated by exchange rate regimes pegging national currencies to the 
strengthening dollar.  

¾ External factors: Asian countries faced a considerable deterioration in the terms of 
trade in 1996 along with the fall in the price of semi-conductors and other 
commodities. In addition, the long run stagnation of the Japanese economy and 
the cheap-currency policy of China put a significant pressure over the crisis 
countries’ competitiveness, leading to a slowdown of export growth.  

¾ Moral hazardous problem: Financial institutions whose liabilities are guaranteed 
implicitly or explicitly by Asian countries created a significant moral hazardous 
problem. 

¾ Inefficiency of international rating institutions in predicting the crisis 

 
In all crisis countries real GDP growth declined sharply. As shown in Table 1, real GDP 
growth sharply declined in both Thailand and South Korea.  While in 1996 the real 
GDP growth of Thailand was increasing by a rate of 5,9 %, it shrank by 1,8 % in 1997 
and 10,4 % in 1998. The case of South Korea was not also dissimilar to that of Thailand. 
In South Korea, the real GDP growth rate went down from a growth rate of 6,8 % in 
1996 to 5,0 % in 1997 and –6,7 % in 1998. During the crisis almost all macroeconomic 
indicators of both Thailand and South Korea have deteriorated significantly. Domestic 
demand declined, investments slowed down, foreign capital started to outflow from 
the country, the national currencies of the crisis countries lost its value against the other 
currencies of the world. With these negative developments, the crisis hit real economy 
of the crisis countries. For instance, sharp devaluations led to both drought-induced 
shortage products and an increase in the prices of key agricultural commodities such as 
rice, cooking oil and so on. Moreover, not only a sharp increase in lay-offs but also a 
large drop in wages and incomes were observed during the crisis.  
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III. The Implications of the Crisis for Poor: Thailand and South Korea 
 
In Asia, people living in poverty (living under US$ 1 per day) numbered a billion at the 
most, about one third of the population (Takao Shibata, 1999). South Korea with GNP 
per capita of US$ 10,610 and population of 46.2 million in 1996, the poverty rate 
increased more than doubled in 1996/97-1998/99, from 3 to 7,5 % (World Bank, 1999b; 
Knowles, 1999). Thailand, on the other hand, with GNP per capita of US$ 2,960 and 
population of 58,7 million in 1996, the poor reached 12,9 % in 1998 (11.4 % in 1997) 
(FAIFE, 1999; World Bank, 1999c). Although GNP per capita is not the only parameter 
for condition assessment of certain countries, it indicates their economic condition. 
Frankly speaking, South Korea was more developed economically and the number of 
poor people was lower compared to that of Thailand.    
 
The followings attempt to discuss the implication of the Asian crisis on the countries, 
which have different “settings” (South Korea and Thailand), particularly on their poor 
people. 
 
III.I. Employment, Underemployment and Education 
 
Due to the crisis the slowdown in the economies of the crisis countries has led to 
growing employment problems across the region. The crisis has affected negatively the 
labor markets of both Thailand and South Korea, resulting in an increase in 
unemployment along with a reduction in working hours and an increase in layoffs. As 
shown in Graph-1, in both Thailand and South Korea the overall unemployment rate 
increased significantly during the crisis. For instance, just before the crisis in 1996 the 
unemployment rate was 1,1 % and 2 % in Thailand and South Korea respectively. In 
1998 the unemployment rate increased sharply in both countries. The unemployment 
rate in Thailand soared from 0,9 % in 1997 to 3,4 % in 1998 reflecting almost a 3,8 times 
increase in unemployment rate within one year. On the other hand, in South Korea the 
unemployment rate jumped up from 2,6 % to 6,8 % between 1997-98. Although the year 
1999 experienced some reduction in the unemployment rate in both countries, it 
remained high compared with the pre-crisis period.  
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Graph-1: The Overall Unemployment Rate in South Korea and Thailand, 1995-1999
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Note: For Thailand, 1999 data is not available 
Source: The IMF International Financial Statistics, August 2000 

 
The crisis created a more detrimental effect on female employees than male employees. 
According to the calculation of Kakwani & Son (1999), female unemployment in South 
Korea surged to 7,6 % in 1998 from 2,9 % in 1997. But the same rate for male increased 
only from 2,4 % to % 5,6 % in the same years. The figures reflect that the share of 
female employees within labor force dropped considerably. The crisis also led to a 
decline in underemployment through shortened working hours and lost new job 
opportunities in Thailand and South Korea.   
 
The competition among recent college graduates from Thai universities has 
considerably increased. Maybe even worse was that many of them have also lost their 
employability opportunities in Thailand due to the crisis. According to the estimation 
of University Affairs Ministry of Thailand, the number of unemployed graduates by 
the end of 1998 reached nearly 48000. As far as South Korea was concerned, the youth 
unemployment has doubled between 1997-98. As a result of the crisis, the 
unemployment rate for those aged between 15-19 soared from 10,8 % in 1997 to 20,7 % 
in 1998 (Kakwani & Son, 1999).  
 
Increased unemployment and underemployment implicated educational situation 
among vulnerable population. Besides governments’ spending cuts on education in 
Thailand and South Korea during the crisis, unemployment and underemployment 
resulted in the decrease of financial supports for children’s and youth’ education. 
Among poor people, unemployment made many families taking their children out 
from school to cut family expenses. The insufficient family income due to 
unemployment led to an inability to attendant costs like uniforms, textbooks and school 
meals. In Thailand, the dropout rate in schools reached 8–10 % because many students 
were unable to withstand the pressure of family debts (See Juntopas, 1998). As for 
South Korean case, there was observed a strong negative impact on kindergarten 
enrollments due in part to reduced demand for childcare among many women that 
have become unemployed.  
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III.II. Re-migration and Burden for Rural Sector 
 
For more than three decades, rural areas in Thailand have been considerably neglected 
by the central government. Villages were merely seen as having rich natural resources 
and therefore arbitrarily extracted for the sake of urban areas without providing 
significant returns (Chomtongdi,1998). During the crisis, however, the government has 
seen villages as important and critical elements in Thai socio-economic system. 
Regardless of this growing awareness, rural areas have borne the burden of the crisis 
much harder. 
 
At the time of the crisis there had been an inflow of re-migration from urban areas to 
rural areas. Urban people who suffered much from the crisis due to both job and 
income losses, went back to their home villages. The Department of Agriculture of 
Thailand recorded the number of jobless returnees by 14494 people in the Nong Khai 
region and 7000 returnees in the Khon Kaen region. Among them, 74 % only received 
primary education and 18 % lower secondary education (grades 7–9). 12 % of them are 
labors aged 13–19 years, and 46 % aged 20–29 years (Juntopas,1998). 
 
Since town workers did not have land in the village and did not have skills how to 
farm because they had been disconnected from rural way of life for long time, this re-
migration phenomenon created new problems. Re-migration of jobless town workers 
did not only mean the absence of regular income for the households but also additional 
consumers in the families. As rural people also suffered from the crisis, rural people 
should dig deeper their rice bowls to feed them. Chomtongdi (1998) maintained that: 
 

field investigation show that the marginal productivity of the workers who returned to their village is 
practically zero.  Most of the young man spent their time supposedly looking for work or just waiting to be 
called back, hanging out with friends or playing football in the evening.  We can say that they are being 
maintained by rural households until economic recovery require them back in the urban sector. Thus the 
burden of the crises in term of supporting the consumption of those who have been laid off is being borne by 
the rural households.  

 
With the increased burden of villagers, many of them did not have cash to pay back the 
loans whose previously supported by town workers. To pay, many of them sold their 
personal belongings. Creditors even seized back motorcycles, hand tractors, and 
household appliances (TVs, refrigerators, sewing machines, fans, water pumps) due to 
family’s financial constraints. In many cases, because of the lack of cash, villagers 
borrowed money from middle men or village’s rich with high interest rate, making 
them fell in debt. 
 
To pay the debt or to meet basic needs, many farmers sold their agricultural assets.  It 
was revealed that a considerable numbers of Thai farmers have sold off their land or 
parts of their land, making them landless or small landholders. In the Khon Kaen 
region, for example, in 1997 10 % of farmers did not own land, but rented to cultivate. 
In the Monja Kiri and Pon regions, the rate reached the figure of 12–14 %. A staggering 
figure founded in Nalom, in Pra Yeun commune, in that landlessness was as high as 
40–50 % (Juntopas,1998). 
 



 - 9 - 

It was generally known that some farmers earned more cash from high price of 
agricultural products during the crisis. However, since the price of consumable stuff 
also arose and many landless farmers produced for subsistence purposes, the increased 
cost of living undermined their livelihoods. Along with reduced remittance gained 
from wages earned in urban areas, which used to be an important part of rural 
economies, the sudden inflow of returnees to rural areas during the crisis weakened the 
village economy. 
 
With the increased family members and the limited inability of agricultural sectors to 
feed, competition for natural resources was escalating. Questing for additional food 
and income has made a great pressure over forest, fishing and water resources. 
Disputes arose over the right to use of these common resources. For instance, it was 
reported that a large amount of tadpoles and frogs in Jode Nong Kae’s ponds/lake was 
caught for sale by people from other districts. This was against the local wishes as such 
stocks were conserved and only caught for subsistence use (Juntopas,1998). 
 
The phenomena of re-migration also occurred in South Korea. Although a recorded 
unemployment rate among workers was higher in South Korea, due to government’s 
responsiveness and the mushroom of informal sectors in urban areas, this helped 
prevent massive re-migration to rural areas. Therefore, rural areas in South Korea 
borne less burden compared to that of Thailand. 
 
Escalating competition for natural resources during the crisis also had implication on 
the environment in rural areas and their surroundings.1 In South Korea and, 
particularly, Thailand, many agricultural companies as well as farmers facing their 
financial problems must cut production costs to survive. This contributed to the 
increase of illegal environmental practices, such as the use of cheap-banned pesticides 
in agriculture, inappropriate timber harvesting practices and short-term exploitation of 
land. 
 
It is undoubtedly that many environmental aspects of the crisis are related to poverty. 
When local institutions and conditions are unable to improve people’s welfare, poverty 
becomes a potential threat to the natural resources. However, blaming the poor people 
responsible for environmental degradation is less accepted. Wind (1998) suggested that, 
besides the model of development pursued in Thailand which was not environmentally 
sustainable as well as the sharp decline of Thai and South Korean government budgets 
for environmental protection, pressure on rural communities and the growth in poverty 
that follow the crisis was not a good presage for protecting fragile ecological systems. 
                                                        
1 Before the financial crisis, the Asian countries had a rapid economic growth by increasing the industrial output, human welfare, 
and improvements in income distribution. However, there is a dark side to this ‘growth’ – the environmental consequences – that 
resulted in polluted cities, rapid deforestation, and the erosion of natural resources.  As these Asian countries go through the 
financial crisis, the primary action of governments in the region is to restore financial and economic stability, leaving the 
environmental concerns in secondary plan. Besides to the direct impact of the economic crisis on the environment, the policies to 
respond to the crisis can have their own environmental implications, mainly if government actions are not well applied.  In fact, the 
Asian financial crisis has aggravated existing environmental problems in the Asian countries, as well as created new ones. During 
the crisis the governments have less money available for conservation, protection of natural areas and for treatment of water and 
sewerage. These environmental problems tend to be stressed because the governments have taken as priority to mitigate the social 
problems like unemployment. (Dauvergne,1999).  
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The most accepted idea is thus the increases in the number of poor people due to re-
migration are highly subjected to the environmental degradation (World Bank,1999b). 
 
Last but not least, not all unemployed do have a happy family reunion. Returning 
home with empty hands stimulated a tightening family budget. This often created 
family tensions and disputes. The loss of property and increased debt has been much 
reported in Thailand, and to a certain extent in South Korea, as a source of family 
conflicts and domestic violence in rural areas. In this kind of situation, some sought 
comfort in alcohol, which further worsened the situation. Even though not clearly 
recorded, a number of domestic violence and separation were reported due to the crisis 
and re-migration of jobless town workers. In Thailand in particular, at least 3-5 
incidents occurred in most villages during the crisis. The heightened family tensions 
also led to runaway children and youth (Juntopas,1998). In short, in this difficult 
period, particularly due to re-migration phenomenon, “suddenly a large part of the 
burden of the crisis was transferred to the villages” (Shibata,1999). 
 
III.III.  Health, Food Security and Malnutrition 
 
The impact of economic crisis has been most strongly in vulnerable groups, children, 
youth and elderly. In Thailand, the crisis affected the health of populations in two ways 
– by the less use of health care due to lower incomes and the by the reduction of the 
access to health care due the decline in government budget. The poor sanitary 
condition on urban areas, led by the financial crisis, was to a certain extent responsible 
for the rising of epidemic infectious diseases for human populations. Mental health was 
affected among those people that have lost their jobs with no chance to get a new one, 
producing a bad sense of distress and anxiety. Even though the exact figure of crisis-
related mental illness was not available in both countries, due to higher unemployment 
rate among middle-income people in South Korea as well as increased stress among 
them2. It was seemed that the case of mental illness was higher in South Korean than in 
Thailand. As for health-related sanitation, due to better infrastructure and health 
insurance in South Korea, the Asian crisis had a worse impact on people’s health in 
Thailand than that of South Korea, particularly among poor.    
 
Health problems among adults, to a certain extent, implicated the quantity of food 
production in rural areas. The most critical factor was, however, the landlessness. In 
rural Thailand and South Korea, food security has become a real problem for families 
who have lost their productive lands or especially when income options outside 
agriculture were limited. This situation made productive family members traveling far 
to look for work causing the decrease of labor potential in their own lands, meaning the 
reduction of food production. Due to food security problem, many poor families could 
not provide sufficient food for their members. The children in schools were especially 
vulnerable to malnutrition as the lack of food affected their concentration and learning 
ability, reducing their future learning potential (see, i.e., Juntopas,1998). Since less re-
                                                        
2 Lee Si Hyung, director of the Korea Institute of Social Psychiatry at Kangbuk Samsung Hospital, said that "over 80 % of Koreans 
believed they were middle class.  Now there's almost no middle class" (in Iritani, 1998).  This was regarded as main cause for mental 
stress. 
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migration occurred in South Korea and its working class used to receive better income 
(leading to better saving and investment), food insecurity in rural areas and 
malnutrition among school children was more serious in Thailand compared to that of 
South Korea.  
 
III.IV. Other Social Problems 
 
Economic crisis increased competition for survival and frustration. This led to 
increased suicide cases, homelessness and crime (Chomtongdhi,1998). In South Korea, 
besides suicides, it was revealed that homeless people living in Seoul subway stations 
reached the figure of 2500 at the most (Kim, 1999). In Thailand and South Korea, the 
cases of stealing, crime and violence went up (Atinc & Walton,1998). In South Korea in 
particular, crime rate went up by 11,7 % in 1998 compared to the previous year. The 
crime did not only increase in Bangkok Seoul, and other big cities but also in rural 
areas. Similar to environmental issue, one cannot also blame the rural poor for the 
increased crime cases in rural areas during the crisis. In fact, the increased rural crime 
was due to outsiders (Marshal, 1998). Regardless of the nature of rural crime, this 
situation made people unsafe and insecure (Atinc & Walton,1998; Knowles,1999). 
 
The crisis hard hit vulnerable poor people, particularly women and children. Child 
labor and prostitution were notable cases. In Thailand, along with increased drop-out 
rate among school children, the crisis has led to a growing number of child labor by 
0,35 million (Kakwani, 1998) and an increase of children in the street (Wold Bank,1999). 
In regard to prostitution, although it was hard to find its exact figure, local newspapers 
mentioned the increased number of women and even children becoming prostitutes, 
either done voluntarily or forcedly (see also CCIC, 1998). This did not only a 
phenomenon of urban areas, but also of rural areas. A report on Thailand suggested 
that “the problem of child prostitution has intensified because of the economic crisis”. 
For example, “a man forced his 13 year old daughter to become a prostitute in order to 
get money” (Chomthongdi, 1998). One village leader also witnessed that “his neighbors 
are sending their children to beg and some girls became prostitutes” (Atinc & 
Walton,1998). Compared to South Korea, the case of increased child labor and 
prostitution was less observed in South Korea than Thailand (see CCIC, 1998). 

 
IV.  Lessons Drawn from the Crisis 
 
There are many lessons that can be drawn from the Asian crisis, ranging from 
macroeconomic to microeconomic assessment, from political to psychological 
perspectives, and so on. However, many of them are beyond this study.  
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In this work, we are keen on raising three lessons, that is, the importance of social 
security program/net, informal sectors and education and training, since they are 
directly linked to the survival of the poor. By referring how the government and the 
poor responded to the crisis, to a certain extent one or two of them imply the positive 
implications of the crisis.3  
 
IV.I.  The Importance of Social Security Program 
 
Economic crisis harder hit the poor in Thailand than in South Korea. Why? One 
important explanation is because of a differing social security program applied in 
respective country. Both countries used to have traditional social security system based 
mainly on family ties, togetherness, and the like. This system however eroded over 
time due to modernization processes or other socio-economic change. Experiencing fast 
growing economy, South Korea compensated such erosion by investing the fruits of 
economic growth in a more modern social security program. Although South Korea did 
not have a universal unemployment insurance as was the cases of developed countries, 
it has considerably invested the fruits of rapid economic growth on social security 
programs (HDC, 1999:24). Thailand on the other hand, as shown in Table-2, did not 
invest much its economic boom for social security. Although Thailand had certain 
insurance for old age, disability, sickness and maternity, it had no insurance on 
unemployment and even did not have program on social assistance. This nature of 
social security by all means implicated more people in Thailand compared to South 
Korea, since during the crisis unemployment and food insecurity increased 
considerably. To deal with this, Thailand heavily relied on informal family ties. 

 
Thus, without having sufficient social security program, the crisis in Thailand “hit the 
poor doubly hard” compared to that of South Korea (HDC, 1999). Assessing 
government efforts to cope with this issue, it was clear that government programs on 
social security nets (supported by international organizations) was critical since it was 
directly to the most vulnerable citizens, the poor. Though resilient during the earliest 
time of the crisis, traditional family systems of support did not work well in a whole 
period of the crisis. In fact, as mentioned earlier, it eroded over time. “Share poverty” 
had its own limits (Knowles et al., 1999:9-10) 
 

Realizing the impact of Asian crisis on jobless and vulnerable people, in the first 
quarter of 1998, South Korean government launched a four-part program consisting of 
job keeping, job creation, job placement and training, and social protection 
(Fields,1999). Thai government on the other hand provided emphasis on food 
distribution and, to a certain extent, social protection. The programs were regarded 
successfully saving many lives. 

                                                        
3 Some examples of direct positive implications of the crisis are best described by Marshal (1998). Mentioning Thai case, he 
maintained that “many communities across the region have established their own vigilante groups or informal policing mechanisms 
to protect against rising crime, and new associations or cooperatives have been formed to provide household credit, to pool savings 
for festivals for the bulk purchase of consumption goods, or for shared childcare.” 
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Table-2. Social Security Program in South Korea and Thailand 
 

Social Security Program 
South Korea Thailand 

A. Old age, Disability 
Coverage: Social insurance system covering the employed in 
firms with 5 or more workers; agricultural workers aged 18-59; 
voluntary coverage for those employed in firms with less than 
5 workers and self-employed. Separate systems for public 
employees, military and private school teachers 
Funding: 6 % of payroll paid by employer and 3 % of wage 
earnings paid by employees. Voluntarily insured persons 
contribute 9 % of wage earnings. 
Eligibility: Old-age pension: 60 years of age, insured 20 years 
or more. Disability: insured at least 1 year, no longer working 
and disability occurred during the insured period. 
Benefits: Old-age: Non-taxable. Adjusted for price changes. 2,4 
times the sum of average of monthly earnings of all insured in 
the proceeding year and the average monthly earnings of the 
retiree over the entire contribution period. Total disability: the 
same as old-age. 

Coverage: Limited social insurance system covering firms with 
10 or more employees. From September 2, 1998, voluntary 
coverage for self-employed will become available. Separate 
systems for civil servants and private school teachers. 
Funding: Employer pays 1,5% of payroll and insured person 
pays 1,5% of wages.  Government provides annual grant equal 
to 1,5% of covered wages. 
Eligibility: New system. To be payable starting in 1998. 
Benefits: Disability: same as sickness benefits. A person must 
have received the 
Sickness benefit for one year. Permanent disability: 50% of 
prior wage for life. 

 

B. Sickness and Maternity 
The system covers all permanent residents, except government 
and private school employees and those under Medical Aid 
program. Separate systems for public employees and private 
school teachers. Funding: employer pays 1-4% (average 1.52%) 
of standard monthly wage. Government pays a part of the 
benefits and all administrative costs. 

Limited insurance system with coverage and funding as for 
old-age pensions. Cash sickness eligibility: 90 days of 
contribution in 15 months before date of treatment.. 
 

C. Work Injury 
Mandatory public insurance, covering all industrial firms with 5 or 
more employees. Separate systems for public employees. Employer 
pays 0,6% to 29% of the payroll, depending on the ‘industry risk’. 
Employees pay no contribution. Government pays the cost of 
administration. Temporary disability benefits pay 70% of average 
earnings. For total disability, annual pension between 138 and 329 days 
average earnings or lump sum(55 – 1474 days’ earnings) according to 
degree of disability. 

Compulsory public insurance covering firms with 10 or more 
employees, but excluding workers in agriculture, fishing, and a 
number of other sectors. Funding: employer pays 0,2– 2 % of 
payroll according to ‘industry risk’ . Temporary disability: 60% 
of wages, payable up to 52 weeks. 
 

D. Unemployment Insurance 
Coverage and eligibility: In January 1998, it will cover firms 
with at least 10 workers. To qualify, employees must be 
employed for at least 12 months during 18 months before 
involuntary unemployment occurred. Benefit, financed by 0.6 
% payroll tax shared between workers and employers, is equal 
to ½ of the average worker’ s daily salary during the preceding 
12 months. No programs No programs 

No insurance 

E. Social Assistance 
Korea’ s social assistance system consists of two components: 
(i) public assistance (livelihood protection, medical aid, 
veteran relief, disaster relief): and (ii) social welfare services 
(for the disabled, elderly, children, women and the mentally 
handicapped). Public assistance provides services and 
financial assistance to needy people 
with low incomes. Social welfare services focused on 
maintaining 
 

No program 

Source: Jong-Wha Lee & Changyong Rhee,  Social Impacts of the Asian Crisis:Policy Challenges and Lessons,  Korea University Seoul 
National University, November 1998. 

 
One cannot ignore the weakness of the program however, particularly the system used 
to reach the target groups. The applicability of the program in South Korea does not 
necessarily mean applicable to Thailand as well. For this reason, innovative 
improvement and application is crucial.  
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If one jumps to a broader issue, a systematic and well-developed social security 
program is of importance for the poor. Referring Thai and South Korean cases, it was 
true that social security in South Korea was not well developed compared to developed 
countries, however, due to better social security programs compared to Thailand, it has 
provided more contribution for vulnerable people during the crisis.   
 
IV. II. The Importance of Informal Sector 
 
Informal sector played crucial role during the crisis.  It served as an unlimited buffer 
for jobless people since it can be self-created. The important role of informal sector can 
be seen in the countries study. In Thailand, many villagers, particularly women, sold 
food and other small items in market centers or as ambulant peddlers in their 
communities for additional cash. Others cultivated backyard gardens, harvested forest 
products, joined fishing fleets, or became laundresses and agricultural laborers 
(Knowles et. al, 1999). In South Korea, a daily newspaper reported that 61 % of full-time 
housewives expressed hope to find jobs, and many of them found in informal sector or 
in self-created jobs (World Bank, 1999a). Many male unemployed in the city also found 
jobs in this sector. 
 
In urban Thailand, many young poor ran petty businesses, became street vendors or 
hired out their labor for domestic services. These jobs were afforded to feed 
considerable family members. Ironically, some informal jobs have been systematically 
undermined by the governments during the normal period (before the crisis) as these 
kinds of jobs, such as becoming street vendors, were regarded spoiling the view of a 
beautiful city.  
 
From this phenomenon, informal sector were of importance for jobless or vulnerable 
people and therefore a serious attention should be given to this sector. Curbing 
economic activities in informal sector will not only be counter productive for sustaining 
long-term economic growth but also endanger vulnerable people. One should not also 
ignore the impact of certain jobs to public security and urban environment however. It 
is needed therefore a comprehensive planning and management of the informal sector.  
 
Nonetheless, not all kinds of jobs in informal sector are definitely positive. Begging and 
prostitution are among these, particularly in a society highly upholding human and 
moral values. 
 
IV. III. The Importance of Education and Training  
 
Not all people could run informal sectors, and accordingly not all vulnerable people 
did get the benefits from this sector during the crisis. This was particularly owing to the 
lack of education and skills to do so. For this reason, education and training were 
critical.  
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Knowles et al. (1999) found that during the crisis in Thailand, “the poor have suffered 
more from its impact because their low incomes and education provide them with 
fewer options for coping with the crisis”. Meanwhile, Atinc & Walton (1998) suggested 
that “studies find that public spending on primary schools benefits the poor” during 
economic crisis. The importance of education was proven by Thai and South Korean 
cases. As was generally known, due to better economic development before the crisis 
the government invested much money to education, and as a result, South Korean 
people are more educated than Thailand’s. The better the education level of South 
Korean societies have provided them more options to deal with unemployment 
problem and made them more responsive to government’s special program in handling 
the crisis. It was undeniable that during the crisis, unemployment rate in South Korean 
was higher than Thailand, however, since they were more educated, they had more 
and better chances to cope with this matter and had easily adjusted themselves to 
follow government’s social security program. In Thailand on the other hand, since level 
of education was lower than South Korea, the crisis harder hit the less educated poor.  
 
The provision of training also played crucial role for immediate socio-economic 
recovery. This was particularly important for vulnerable people since they needed 
immediate or instant skills to cope with income earning-related problems. In Thailand, 
despite training was not widely available for the poor due to budget constraints and 
government’s struggle in food insecurity, short or instant training had showed a 
positive impact for the participants. Accounts from South Korea also showed that some 
training had played a considerable role during the crisis, particularly training for 
vulnerable women and youth. 
 
V. Conclusion 
 
The financial crisis in Asia has aggravated the existing social problems among poor 
such as unemployment and led to the increase of educational problems, re-migration 
and burden for rural areas, food insecurity and malnutrition, child labor, and 
prostitution. 
 
Comparing countries with different background and level of economic development, 
where South Korea was more developed socially and economically than Thailand, the 
crisis had different implication. Although the number of poor people was high in South 
Korea, the crisis doubly hit the poor in Thailand compared to that of South Korea. This 
is because South Korean government took considerable measures to prevent massive 
re-migration to rural areas (i.e. four-part program, training) and had a better developed 
social security programs compared to Thailand. Education also played important role 
among urban workers in South Korea since their relative higher level of education had 
made them easier to find or create jobs in informal sectors as well as to follow 
government’s programs. All of these factors, to a greater extent, help prevent a 
deteriorating crisis-related problems in South Korea, particularly in the issues of food 
security, malnutrition, child labor and prostitution. 
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By highlighting people’s responses and Thai and South Korean governments’ efforts to 
deal with the crisis, one can draw lessons of the importance of social security programs, 
informal sectors as well as education and training for vulnerable people. The success of 
certain programs in one country is however not necessarily applicable for other 
countries. Accordingly, innovation in the planning and application of the programs is 
of more significance.    
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