

























































































































































































































































































































































































































































































































































































































































































































































































































































































of the administrative agencies and bureaucratic structures is engaged in the enforcement

of law and order (Rosenthal, 1983: 281).

In fact, apart from the enforcement of law and order, modern states have expanded its
activities in other fields of the society. Hindle pointed out in his study of the British state
and society in the sixteenth and seventeenth centuries that, with profound social changes,
there was an increasing need for the state not only to preclude violent self-interest, but
also to secure the terms on which civil society might best be preserved. As a result, three
policies were developed during this period, including the symbolic punishment of
behavior, the promotion of social welfare, and the regulation of morality (Hindle, 1999:
34-35). The state continued to expand, and, since the end of the Second World War,
states have intervened extensively in social and economic activities, especially in North
and Western Europe where the notion of social democratic have well developed (Pierson,
1996: 81). As Castles pointed out, scholars from different schools will agree that it is
now a distinctive feature of the state that it assumes a vast range of responsibilities, such
as the maintenance of minimum income, public health, and education (Castles, 1982:

22)

Regarding the definition of state, it should be noted that this phenomenon is different
from that of government, although it is sometimes difficult to distinguish these two. As
Stepan points out, the state “is the continuous administrative, legal, bureaucratic and
coercive systems” and “must be considered as more than the “government” (Stepan,
1978: xii). Kimmerling has also made a useful contribution in this regard. He argued that,
apart from the traditional Weberian concept of a being a monopolistic legitimate force,
there is another essential dimension that make each state cognitively and culturally

different from the other, i.e. its collective identity (Kimmerling, 1993). He pointed out
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that this identity tends to persist in the event of changes of government, of
administration, and even of the state regime. In addition, he used the term “state’s logic”
to mean “the basic codes, traditions, rules-of-the-game and practices which are
unaffected by changes of government, administration, or even entire regimes”’
(Kimmerling, 1993: 398). To the state-centred approach, the core focus is this “state’s

logic” and constitutional arrangements rather than political parties in power.

8.3.2 The state as an actor

The state-centred approach emerged in the 1980s. It treats state as an independent actor
and an independent variable in forming public policies (Skocpol, 1985; Nordlinger,
1981, 1987; Pierson, 1996: 64-93). According to this approach, the state “acts in pursuit
of its own interest” (Pierson, 1996: 70), and “‘is scen to be frequently autonomous in
turning its own policy preferences into authoritative actions...” (Nordlinger, 1987: 355).
These statements, in fact, contain two important concepts: state preference and state

autonomy.

According to the state-centred approach, the state does have its preference and its own
interests. In addition to preserving itself, the state seeks to secure its territory and
population, and to consolidate a politically and economically advantageous position in
the highly competitive world system. It also has a vital interest in maintaining political
and social order (Schmitter, 1985: 42; Nordlinger, 1987: 367). These interests
sometimes contradict those of dominant social groups, and sometimes even not in line
with the interests of officials who occupy the state apparatus. The question to be asked
then, is whether the state can carry through its preference when it is not backed by

dominant groups in the society. This question is to do with the concepts of state
autonomy and state capacity.
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8.3.2.1 State autonomy and state capacity

As McLennan and his colleagues argued, the opinion on state autonomy is one of the
most important ways of differentiating different theories of the state from one another
(McLennan et al., 1984: 23). To the Marxist, the state is controlled by the bourgeois

class and serves only the interest of this dominant class. When addressing the origin of

the state, Engels stated:

“Because the state arose from the need to hold class antagonisms in check, but
because it arose, at the same time, in the midst of the conflict of these classed, it
is, as a rule, the state of the most power, economically dominant class, which,
through the medium of the state, becomes also the politically dominant class,

and thus acquires new means of holding down and exploiting the oppressed

»

class.’

(Engles, 1968: 578)

In other words, the state acts in the interest of society’s dominant class. It is only
“relatively autonomous” and its independence is constrained by the society’s class
structure. This “relatively autonomy” allows the state to act contrary to the demands of a
short-sighted capitalist class when it is necessary to safeguard capitalist relations of

production and maintain political stability (Schwarzmantel, 1994; Piereson, 1996).

The pluralist theories, on the other hand, suppose the state to be largely autonomous.
The state reflects the diverse interest of the society rather than only one particular social
interest. It acts neutrally as an umpire to conflicting social interests. According to this
approach, policy outcomes are not shaped by one dominant class, but by the severe
competition of diverse interest groups (McLenan et al, 1984; Schwarzmantel, 1994;

Pierson, 1996). As Pierson pointed out, “... the making of public policy... 1s the
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end-product of a process of negotiation and accommodation in which citizens organized

in groups to represent their interests exert pressure to realize their ambitions” (1996: 72).

One the other hand, there are scholars who address state autonomy in terms of its
‘degree’ rather then arguing the authenticity of its existence. Nordlinger, for example,
argued that, no democratic countries are totally autonomous, as all policy proposals need
to go through political processes before they become realized, and they could be
changed or modified in any of these stages. He classified state autonomy into three
different categories. According to his typology, a high level degree of state autonomy is
presented in situations in which the preferences of the state and society differ, but the
state nevertheless enacts a policy consistence with its preferences (Nordlinger, 1981).
Cox, on the other hand, illustrated the differences of state autonomy in different types of
countries. He pointed out that the state autonomy is high in a monist country, low in a

pluralist country, and varies in corporatist countries (Cox, 1993: 56).

Despite differences from each other in terms of their views on state autonomy, both the
Marxist approach and the pluralist approach are society-centred. To the state-centred
approach, the state is certainly autonomous and is not simply reflective of the demands
or interests of social groups, classes, or society. It is an independent actor of decision
making, and ‘““a subjective realm of plans, progress, or ideas” (Timothy, 1991: 82). As
Skocpol argued, in the basic needs of dealing with international matters and maintaining
control and order, leading state officials would pursue strategies “even in the face of
indifference or resistance from politically weighty social force” (1985: 9). In many

countries, it is the state that sharps the orientations of public policies, including social

security policies.
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State capacity is a concept related to the notion of state autonomy. Some researchers
treat these two terms as similar concepts. They claimed that a state with high capacity is
one that enjoys high autonomy and thus is able to translate their preferences into public
policy despite divergent social interests; while states with low capacity fail to do so
(Nordlinger, 1987). To a large extent, Migdal’s term of ‘state capability’ links these two
aspects together. He pointed out that there are four kinds of state capabilities, including
the capacities to penetrate society, regular social relationships, extract resources, and
appropriate or use resources in determined ways. And according to the difference in
their capability to complete these tasks, there are generally two type of states: strong
states and weak states. (Migdal, 1988: 4-5; Hill, 1984: 92-95). In this regard, a state of
capability must at the same time be one that has a large degree of autonomy. However,
these two concepts are no doubt very different ones, and have different implications in

the development of social security.

State capacities, according to Skocpol, are underpinned by not only sheer sovereign
integrity and the stable administrative-military control of a given territory, but also by
loyal and skilled officials and sufficient financial resources (Skocpol, 1985: 16). In other
words, in terms of domestic policies, state capacity refers to its ability to extract and
mobile capital and human resources from society. In this regard, state capacities in the
West no doubt have expanded sharply in the last century. For OECD countries as a
whole, for example, state spending as a proportion of total national income has increased
from about ten per cent in the 1870s to about twenty per cent in the 1960s, and to almost
fifty per cent in 1995 (World Bank, 1997: 2). This expansion of state capability,
especially in recent decades, is a cause as well as a result of the development of the
welfare states. It is argued that a welfare state must be a strong one as such a state

involves a wide range of state intervention on economic activities and distribution and
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redistribution (Nordlinger, 1981: 21 ).

8.3.2.2 The state taking action

It is popularly argued that it is external and domestic crisis that creates pressure for
significant degrees of state action (Skocpol, 1980; Skowronek, 1982; Krasner, 1984). It
is well recognised, for example, that the introduction of the New Deal in the United
States was a respond to the economic crisis of the Great Depression (Skocpol, 1980).
Skowronek, on the other hand, addressed how the crisis of the Civil War, the class
conflict between capital and labour, and the complexity of social relationship in the
United States during 1877 to 1920 stimulate the state’s effort to expand its

administrative system (Skowronek, 1982).

Another question to be ask, then, is: what is it that actually ‘acts’ in the name of or on
behave of the state? The clear answer to this question is: it is state officers who
formulate and pursue state’s goals (Heclo, 1974; Nordlinger, 1981: 7 & 1987: 372;
Skowronek, 1982; Skocpol, 1985: 9; Skocpol and Amenta, 1986: 131; Mitchell, 1991:
86). As Nordlinger (1981: 10) argued, the definition of state should include not only the
government and the bureaucratic agencies, but also public officials who are involved in
the making of public policy. When referring to state actions, Weber also focused on
‘individuals’. He stated that “for sociological purposes there is no such thing as a
collective personality which ‘acts.” When reference is made in a sociological context to a
‘state’... what it meant is ... only a certain kind of development of actual or possible
social actions of individual persons” (Weber, 1947: 102). Skowronek also pointed out
that environmental stimuli do not produce state actions automatically, and it is state
officials who respond to these pressures and take actions (1982: 12). Under the pressure

of changing environment, with the support of state’s capital resources, state officials are
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able to stimulate various state actions. This chapter, however, will only focus on two
kind of state’s activities which are related to the development of social security system

in Taiwan, Hong Kong and Singapore: state building and state legitimacy:.

8.3.2.3 The imperative for state building

State building, like other state actions, is stimulated by environmental pressure, and
often by extreme environmental crisis. Skowronek (1982: 10) pointed out, crisis such as
an outbreak of war, or the acceleration of industrialisation, requires the state to
undertake national administration development to expand its capacity to deal with a
more complex world. The process of state building emerges with extreme environmental
stimuli, followed by state officers’ response, and ends up with new forms of government
(Skowronek, 1982). This point of view, apparently, focused on the expansion of
administrative apparatus. Bogdanor, on other hand, takes a broader view on the concept
of state building. He argues that state building is the sum of politics designed “to
integrate the country and tie the inhabitants together in a national fellowship” (Bogdanor,
1987: 379). It includes the dual development of public authority and control and the
extension of civil rights. He pointed out that, in modern political studies, state building
has been conceptualised in progressive stages of political development, including not
only national and cultural identification, and the participation of wider sections of the
population, but also redistribution and welfare policies as mechanisms of national
integration (Bogdanor, 1987: 379). The concept of state building is helpful in explaining
the development of the social security system in Taiwan, Hong Kong and Singapore in
early decades after the Second World War. These countries were all politically and
economically damaged during the War and were all under extreme pressure to undertake
the process of state building. The introduction of the social security system in these

countries thus became a part of this state-building process. This point will be further
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addressed in a later section.

8.3.2.4 The legitimacy of the state

The notion of legitimacy, as Migdal (2001: 111) pointed out, is the core concept
concerning the state, regardless of different definitions of the state. Although the state
surely can maintain its control of the territory and social order by the dispensation of
physical coercion, which is emphasised by Weber’s definition of the state, a modern
state usually expects that their rules be obeyed based on their subjects’ voluntary
compliance. In other words, the concept of legitimacy now is more about belief or
opinion than claim or violence. As Schaar put it, “If a people hold the belief that existing

institutions are ‘appropriate’ or ‘morally proper’, then those institutions are legitimate”

(Schaar, 1981: 20).

Regarding the concept of legitimacy, Weber’s typology is of the most importance. He
pointed out that there are three types of source for the state’s legitimacy. The first
justification 1s the authority of “the ‘eternal yesterday,” i.e. of the mores sanctified
through the unimaginably ancient recognition and habitual orientation to conform”
(Weber, 1970: 78). He called this approach as ‘traditional’ domination. The second
justification is ‘charismatic’ domination, which means “the authority of the
extraordinary and personal gift of grace (charisma), the absolutely personal devotion
and personal confidence in revelation, heroism, or other qualities of individual
leadership” (Weber, 1970: 79). The third one is domination “by virtue of the belief in the
validity of legal statute and functional ‘competence’ based on rationally created rules.
He named this approach as the legitimacy of ‘legality’ (Weber, 1970: 79). For a modemn
state, the justification of ‘legal’ is no doubt the main source of legitimacy. In practice.

this approach is normally through competitive and open elections. If the power is gained
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through a process of open elections, those subject to the power-holders will obey

without the threat of coercion (Schwarzmantel, 1994: 15-16).

In fact, gaining power from open elections only offers procedural legitimacy. It is the
improvement of the people’s well-being that offers the power-holders essential
legitimacy. In this regard, social expenditure is a good way to secure the state’s
legitimacy. As O’Connor (1973) and Gough (1979) argued, state expenditures on social
consumption, such as those on social insurance schemes, and social expense such as
income subsidies for the poor, are necessary expenditures that help a capitalist state to
fulfill one of its functions: legitimisation. Tracy also argues that the introduction of a
government administered national provident fund in third world countries can be
explained as an effort to legitimize central government (Tracy, 1991: 101). This
argument, to some extent, can also explain the emergence and the early development of
de-familisation schemes in Taiwan, Hong Kong and Singapore. This point will be

addressed in a later section.

Having addressed the key concepts about the state, this chapter goes on to use these
concepts to analyse the development of Taiwan, Hong Kong and Singapore in the
second half of the twentieth century. These concepts help to identity crucial differences

in these countries, and thus offer strong explanations to the convergence and divergence

of their strategies in response to the emerging of an ageing society.

8.4 Crucial differences between Taiwan, Hong Kong and Singapore

8.4.1 Imperative for state building in Taiwan, Hong Kong and Singapore

Taiwan, Hong Kong and Singapore all experienced important political changes after the
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Second World War. However, these countries faced different situations and challenges in
nation building. Goodman and Peng (1996) have correctly emphasised the link between
state building and the development of welfare regimes in East Asia countries. However,
by “state building”, they refer only to the economic-first development strategy adopted
by these countries and ignore other aspects which are also important to explain the
models of the social security systems. In addition, identifying ‘state building” as a factor
that has contributed to the similarity of these welfare regimes, they also fail to explore
the connection between the development of state building and the divergence of the

social security systems in these countries.

In Taiwan, the retreat of the KMT government in 1949 brought with them one million
people, including the military, government officers, and refugees, from Mainland China.
They brought a huge political and societal change to the small island. Especially, Taiwan
then had just departed from Japanese colonisation, and gone through the “228 Accident”
of 1947 that had created a hostile atmosphere between the native Taiwanese and the
mainlanders. Although sharing the same ethnic and cultural background as Chinese,
there were a wide range of differences between these two groups of people, including
political attitudes and societal customs. The KMT government, while claiming to be the
sole legal government for the whole China, was now seeking to build Taiwan as a “fort
for counterattack’. Its first task was to promote the loyalty of the native Taiwanese, to

integrate them into the new regime, and to channel them into the national goal of

recovering the mainland.

The most important objective of the government at that time, as Chiang Kai-shek,
former President, emphasised, was “to put our national interests above everything else”,

while the common aim was “to fight communism” (Chiang, 1951: 75). Chen Cheng,
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former Premier, also addressed that the government was to “do everything in its power
to defend the base... and to prepare in due course for the counterattack against the
mainland” (Chen, 1954: 2). Under such circumstances, the social security system was
introduced, as a tool to generate national strength for the counterattack. Therefore, there
is no coincidence that soldiers, labourers, and government employees are the three
groups first covered by the social insurance system, as they were the most important

groups for defending Taiwan and developing this island as a base for counterattack.

There is no doubt that military force was the more crucial measure for counterattack. As
Houng Jin-Chou, former Deputy Secretary for Defence, pointed out that the basic
objective was to “resist the Communists and the Soviet Russia” and to “defend Taiwan
and to prepare for the counterattack” (Houng, 1954: 8). To achieve this national task, the
government in the 1950s spent more that seven-tenths of its expenditure on defense'.
Under such circumstances, many measures were also adopted to strengthen military
force, including the introduction of the Soldiers’ Insurance. As Houng admitted,
“expanding the Soldiers’ Insurance” was one of the many measures to “improve our
military force” to achieve the national objective (Houng, 1954: 9). In a public speech,
Chiang Kai-shek also emphasised that improving soldiers’ living standard should be on

the priority for the government as they “protecting our national security’ 2,

As for labourers, as Chiang Kai-shek emphasised, their “contribution to the war effort is
just as important as that of the soldiers at the front...” (Chiang, 1950: 30). They “made
great contributions for the purpose of safeguarding Taiwan and making preparations for

a counter-offensive against the mainland” (Chiang, 1951: 84). Chiang appealed to

! In 1950, for example, 90.0 per cent of the central government’s expenditure was spent on defense.
Until 1960, the figure was still as high as 74.7 per cent. See Taiwan Directorate-General of Budget,

Accounting and Statistics, 2000:138-141.
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labourers to dedicate themselves to the national cause by Improving productivity, as
“only through the increase of production can we strengthen ourselves in our struggle
against aggression” (Chiang, 1951: 85). Under such circumstances, labourers must “. ..
further increase production, and respond to my [Chiang’s] call for working contests and
increased production”, and in return, “it is the responsibility of the Government to
promote better labor welfare, enlarge the scope of labor insurance...” (Chiang, 1951:
85). Wong De-fu, former Secretary for Interior Affairs who was in charge of labour
affairs, also admitted that the introduction of the Labour Insurance was one of the main

measures “to stable social order and to improve productivity” (Wong, 1954: 5).

Apart from soldiers and industrial workers, government employees are also an important
group for the preparation of counterattack, as they are the keys to an efficient
bureaucracy which was vita to the national goal. As Yan J ia-gan, former Premier pointed
out, “The accomplishment of the object of counterattack and recovering the nation lies
on the hardworking and mettle of the staff of the Government.” Therefore, Premiers in
the 1950s and the 1960s often emphasised in their policy address the importance of
improving the living standard of government employee, as it directly linked to the
efficiency of the bureaucracy®. An obvious evidence of the government’s attention to
government employee’s living standard was that, despite facing difficulties in achieving
balance of finance, the government in the 1950s spent significant amount of its
expenditure to subsidise them’. The government also sought to strengthen the retirement

system for government employees. The goal, as former President Chen Cheng pointed

2 Quoted froma Speech delivered by Chiang Kei-shek on November 12, 1962, see Chiang, 1998: 1356.

> See Premier Yan Jia-gan’s policy address to the Legislative Yuan, 1964. . o

* See, for example, Premier Yan Jia-gan’s policy address to the 33 and 34 Section of the Legislative
Yuan in 1964. o

> In 1950, for example, the government spent NT$11.5 million to provide in kind benefit to government
employees, and NT$12.5 million on government employee’s annual bonus. See Taiwan
Directorate-General of Budget, Accounting & Statistics, 1956: 140.
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out in his policy address in the Legislative Yuan, is to “Improve metabolism and
administrative vitality” (Taiwan Parliament Debates, 1954: 176). Under such
circumstance, the Government Employee’s Insurance was introduced to offer a

comprehensive protection, including retirement payments, to government employees.

The introduction of the social insurance system in the 1950s also served as a political
appeal, to both the Taiwanese people and people in mainland China. It demonstrated that,
compared to the Communist government who imposed brutal policies toward its people
in the mainland, the KMT government continued the traditional Chinese political
philosophy of benevolent, which was emphasised by Confucianism and Dr. Sun
Yat-sen’s doctrine of Three Principles of the People. By doing so, the KMT government
attempted to create a clear comparison with the Communist regime and hoped that
people in the world “will be able to distinguish between a government which is for the

”6

welfare of the people and a regime bent on persecuting them™. They tried to show that

that they were superior to their Communist counterpart and that the government was
able to build a state which was going to be a better one than the Communists could offer.
As the Prime Minister Gia-Gan Yan stated in his policy address in the Legislative Yuan

in 1965:

“The task of counterattack needs both military and political actions... We need
to use political measures to improve social welfare so that our people,
especially those who have encountered difficulties, receive direct support from
the government and the society. We are going 1o use practical action to
demonstrate to our fellow nationals who are in the mainland and are in deep
distress the right way to build a benevolent governmen, and how cruel the
Communist government is. If we demonstrate the truth in front of our fellow

mainlanders, they will deeply hate the Communist regime and look forward to

our return.”’

6 Quoted from “ROC President Chiang Kai-sek’s Interview”, May 23, 1970, see Chiu ed. 1973: 339.
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(Taiwan Legislative Yuan Debates, Vol.36-1: 203, translated from Chinese)

As Chiang Kei-sek pointed out in a public speech, the challenge for the KMT
government was not only to recover the mainland, but also to demonstrate its ability for
nation building. He stated that “[i]f we could not further accomplish the task of nation
building or carry through the objective of the Three Principles of the People after we
recover the mainland, even if we succeed in the first place we would eventually fail”
(Cited in Chiang, 1998: 1337). Therefore, to win the battle against the Communists, the
KMT government not only needed to strengthen its military force, but also needed to
demonstrate its ability to build a benevolent nation. It was under such circumstances that
KMT government in the 1950s and the 1960s emphasised that they wanted to build
Taiwan a “model province” example to other provinces on the mainland in the future. As
Chiang Kai-sek stated, “[o]nly by rebuilding Taiwan as a model province in according
with the Three People’s Principles can we attain final victory against aggression and
ultimate success in national reconstruction” (Chiang, 1950: 68). In his address at the
opening of the second session of the First National Assembly in 1954, he emphasised

again that

“.. In the case of the laboring class we have raised their wages and enforced the
system of labor insurance. We have been gradually carrying out the stipulations
in the two chapters on National Economy and Social Security in the Constitution
to the end that Taiwan may become a community based on the Principle of the

People’s Livelihood and serve as a model for economic and social
reconstruction after the recovery of the mainland”

(Chiang, 1954: 10).

On the other hand, the introduction of the social insurance system also helped the KMT

government to bring hope and a bright future to the people, which was also vital to the
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war against the Communists. As Chen Cheng pointed out, the reason why the KMT
government lost the mainland “was due to the loss of hope and confidence in the
government on the part of the people”, therefore, to recover the mainland, “we should
revive the people’s hopes and confidence” (Chen, 1954: 19). To bring a sense of hope to
the people was crucial, as people at large felt hopeless about their future and did not
want to stay in Taiwan’. Apparently, the KMT government, who sought to integrate the
country into its national goal of re-conquest, must do something immediately to offer
hope to their people and to win support form them. Under such situations, the social
security system is a perfect tool to serve this object. As Chiang Kai-sek pointed out in his
Double Tenth (the National Day) Message in 1950 that, following the introduction of
social legislation and other policies, “Taiwan has given bright hopes to our countrymen
on the mainland. These hopes will serve as a severe blow to the Russian aggressor”
(Chiang, 1950: 61). In other words, just like the Beveridge Report offered a picture of a
better nation for the British to look forward to and to fight for during the Second War, the
KMT government introduced the social security system to demonstrate its determination

and ability to build a nation that was better than the Communist’s.

Singapore in the 1950s also faced the imperative for state building. It is argued that
Britain’s liberal colonial doctrine had concentrated on political issues and so that social
welfare had been neglectedg. Having experienced the shock of defeat and loss in the Far
East during the Second World War, Britain eventually realised the necessary to reform
its imperial rule and to undertake political re-construction in its colonies. Under such

circumstances, Britain needed to enter a new phase of constructive imperialism — to

7 For example, some letters written by Taiwanese people to George H. Kerr, an American Formosa
Specialist who resided in Taiwan between 1937-1940, in 1950 clearly showed that they felt no hope and

did not want to stay in Taiwan. See Kerr, 1965: 388-421. . o
® The analysis in this paragraph is based on Joanna Lewis, 2000, Empire State-Building: War &

Welfare in Kenya, 1925-52, Oxford: James Currey.
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improve social provisions and living standards in its colonies so that colonial people
may take their place as free peoples in the commonwealth of free nations. Therefore, the
state building process was undertaken in many of Britain’s colonies. The main goals of
the British Government were to create a modern state structure in its colonies, and,

thanks to the influence of the Left in British politics, to bring to their people a more

egalitarian social welfare.

In 1951, the Colonial Office in London clearly declared that “colonial territories have
not yet developed to the state when a scheme of social insurance, as understood in the
United Kingdom, is feasible” (British Colonial Office, 1951: 8). Had it not been for the
necessity of state building for the colony, the CPF scheme would not have been enacted
in 1953 in Singapore, only two years after this statement was made by the Colonial
Office. Especially, as discussed in Chapter Six, Singapore during this period faced the
threat of the Communists just as Taiwan did. Therefore, to some extent, the introduction
of its CPF system in the mid 1950s served as a symbol that the government was to build

a state for the Singaporean better than the Communist could offer. As the Governor

stated in his policy address in 1952:

“ [The CPF] is one of considerable importance, as it provides an element of
security which is necessary where workers are engaged in commercial and
industrial activity. This is the most import step towards the establishment of a
Welfare State which is what the British way of life desires to offer as opposed to
the promises of the Communists which they can never hope to fulfil.

I have on many occasions referred to the menace of Communism, and I hope that
the manner in which Singapore us conducting its affairs will provide the best
answer that can be made to this menace... Deeds and not words, in my opinion,
are the best appeal that can be made... This measure for providing an element of
security to the workers of this Colony, to my mind, will be the best form of
propaganda that anyone can hope to provide.”

(Singapore Parliament Debates, 1952: 100)
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Although very few would believe that Britain was really intending to create a Welfare
State in Singapore, the introduction of a social security system was no doubt a good
demonstration to assure the Singaporeans that the Colonial government was working on
building a better nation than a Communist regime. On the other hand, as many other
former British colonies were experiencing a process of de-colonisation after the Second
World War, Singapore in the 1950s departed from being a colony and became a
self-governing state. However, the fact that the majority of the population being Chinese
but the politics and economy dominated by Malaya brought this city-state serious
political unrest related to ethnic mobilisation. This is an important background that

Singapore implemented a central provident fund in the 1950s.

As Bogdanor points out, the task of nation building is particularly crucial in states with
different ethnic groups (1987: 379). This is very much the case in Singapore, which is a
multiracial society and whose population mainly made up of Chinese, Malays and
Indians. Especially, in the 1950s, the major ethnic communities had strong affectual ties
with their motherland: the Chinese identified strongly with China and the Malays with
Malaya and the Indians with India (Hill and Lian, 1995: 19). This situation made the
provident fund approach attractive. As Williamson and Pampel argue, this approach is
particularly well suited to a nation that is faced with deep ethnic cleavages and whose
population identifies more strongly with regional and local ethnic groupings than with
the nation as a whole (Williamson and Pampel, 1991: 35-36). This programme helped to
reinforce the connection between people in different ethnic groups with a national
government, thus serving as a mechanism to promote national integration. As Lewis
pointed out, the implementation of social security schemes in Britain’s colonies severed

to create “a much more intimate relationship between state and subject”. In addition, she
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argued, if people were made aware of social security issues and their provision, then
they might be more inclined to pay national tax (Lewis, 2000: 87-121). By doing so, the
social security system not only strengthened the connection between the state and its
people, but also improved the financial capacity of the new-born state. Tracy (1991:101)
also argued that the introduction of a government administered national provident fund

in third world countries can be explained as an effort to strengthen the status of the

central government.

On the other hand, the CPF, which is a mandatory saving scheme drawing a significant
proportion of employees’ wages to a fund which members can not withdraw from until
they reach the age of 55, also bind the Singaporeans’ well-being closer to their state.
This fund, whose long-term value heavily depends on the nation’s interest rate and
inflation rate, has created a situation in which the Singaporean’s financial protection
actually relies on the nation’s prosperity. Therefore, it increases the sense of belonging
and identification among the Singaporeans, which were crucial for Singapore in the
1950s when the nation was under the threat of communists and experienced serious
unrest caused by political and ethnic conflicts. As Thio Chen Bee, then a member of the

Parliament, stated in the debates of the Central Provident Fund Bill:

“It is quite obvious that when people have nothing to lose or little to lose by
violent change in the existing social order, it is quite easy to tempt them to favour
and support plans for a quick and violent upheaval. On the other hand, if the
stability and security of the Colony are linked up with their own savings, they
will be very reluctant to give their ear to any suggestions that the system should
be violently overthrown.

So a provident fund scheme such as this for the general public will help to

produce a greater degree of stability and a greater sense of responsibility among
our workers.”

(Singapore Parliament Debates, 1952: 197)
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In other words, the savings that people put into the CPF on a compulsory basis become
not only a financial asset but also a political stake. To secure their savings, the

Singaporeans now need to work together beyond their ethnic difference to maintain

national stability and pursue economic development.

When the CPF regulation was changed in 1968 to allow member to use the savings to
purchase public housing, the government’s intention to use this institution to promote
nationals’ loyalty and national integration became more obvious. When explaining the
rationale of increasing the rate of the CPF saving to allow members to purchase public

housing, the former Prime Minister Lee Kuan Yew stated:

“After Singapore became independent in 1965, I worried about the situation
that almost all Singaporean lived in urban areas. I noticed that generally people
living in urban areas tend to vote against the government. So I decided to help
the Singaporean to have their own house, otherwise the political situation would
not be stable. My other attention was to let parents, whose sons must fulfil the
responsibility of national service, understand that they own a stake in Singapore

which is worth their sons’ defending.”

(Memoir of Lee Kuan Yew, Vol. II: 109, translated from Chinese)

In fact, the CPF not merely helps the Singaporeans to purchase houses, but also helps to
improve Singapore’s public infrastructure, which was of great importance for the nation
in the 1950s and the 1960s. Jayakumar, one of Singapore’s first- generation leaders,

explained this point in his public speech entitled “The CPF is a significant factor in

nation-building”:

“The CPE, therefore, invests savings in Singapore government bonds... The

money is used to finance investments in public the infrastructure such as roads,
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airports, industrial estates, telecommunications Jacilities, water reservoirs,
power stations, schools and other education institutions. Some of the money is
loaned to new and desirable commercial and industrial enterprises that create
Jjobs and enhance our economic development... Because of the CPF institution,

Singapore has one of the highest savings rates in the world. We, therefore, do not

need to borrow from international banks or other Joreign countries... We are
thus spared the debt burdens faced by many developing countries today. We are

also free from the strings attached to Jforeign aid programmes that would have
restricted the ways we conduct our political and trade relations with the rest of
the world.”

(Singapore Ministry of Communications and Information, 1984: 69)

As discussed in Chapter Six, good public infrastructure is an important factor that has
made Singapore an attractive place for foreign investment which is vital to Singapore’s
economic growth. In this regard, the CPF system has served as a financial source that
directly and indirectly contributes to the nation’s prosperity. In turn, economic growth
helps to increase the value of the Singaporean’s CPF savings and wages, and promotes

people’s loyalty toward their country.

In Hong Kong, the fact of being an immigrant society and facing political uncertainty
created situations that were unfavourable to the introduction of a social security scheme.
After the Second World War, Hong Kong became a ‘life boat’ for refugees who escaped
political unrest from China. The population increased sharply from 1.6 million in 1946
to 2.4 million in 1950 (Jones, 1990a: 18). The 1961 census shows that more than one
half of the populations (52.3 per cent) were not born in Hong Kong. These non-native
people came for political or economic reasons and had little sense of belongingness to
the country of Hong Kong. Normally, a government facing this situation would try to
introduce policies that are conducive to state building. On the contrary, this immigration

feature, coupled with the uncertainty of its political future in the 1950s, hindered its
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efforts toward state building.

Chinese refugees, among whom many were illegal immigrants, arrived in the late 1940s
and the 1950s, saw Hong Kong only as a place for temporary shelter. In addition, many
of the early phase immigrants came alone for economic reasons and left their family in
the mainland. They also had little interest in making Hong Kong their permanent home’.
On the other hand, the colonial government, facing the possibility that the Communist
regime that just won the civil war against the KMT government might proceed to fight
for the sovereignty of Hong Kong'®, had no intention of exercising state building in the
1950s'. This is why the British colonial government introduced workmen’s
compensation laws in most of its colonies in the late 1940s and the early 1950s but did
not do so in Hong Kong. The British government’s passive attitude toward Hong Kong’s
domestic affairs also explains why the British government, while helped to introduce a
central provident fund in many of its former colonies including Singapore, failed to

implement any old age income maintenance schemes in Hong Kong during this period.

These differences in terms of the imperative for nation building discussed above resulted
in the fact that Taiwan and Singapore in the 1950s developed a social provision system

for old age, while Hong Kong at this stage still relied on family cohesion to support the

? As Bai-li Lin, a successful businessman and billionaire in Taiwan who grew up in Hong Kong after
the Second World War, stated, “in Hong Kong your identity was an inhabitant, not a citizen, as Hong Kong
was not a nation”. See Business Weekly, No.784, December 5, 2001 issued (internet version).

' Minutes of British Colonial Office clearly showed that, in the late 1940s and the early 1950s, the
British government was preparing for the military attack from the Communist China, and considered the
possibility of handing over Hong Kong back to China or placing it under an international regime. It was
perfectly aware that Hong Kong must be returned to China sooner or later. See British official documents
CO 537/3702; CAB 128/15, CM 33(49)2; DO 121/23; CAB 128/15, CM 38(49)3; CAB 128/16, CM
54(49)2; CO 537/4805, no 86B; CO 537/6046, nos11 & 28; CAB 134/1555 CPC (57)27; DO35/8095, no
1, M213/59. These documents are in the collections of British official documents ed. by Ronald Hyam,
1992, Part II and ed. by Ronald Hyam, 2000, Part I.

' Due to uncertainty of Hong Kong’s future, the British government’s adopted a passive attitude
toward Hong Kong’s domestic affairs. As the Secretary for Colonial Office stated at a internal meeting of
the Office hold on July, 4, 1950, “[t]he real reason [for not implemented constitutional reform in Hong
Kong] appeared to be that we did not want to do anything in Hong Kong”. See British Official Document

295



needy and failed to introduced any de-familisation schemes for older people. The
situation in these three countries in the 1960s was similar to those of the 1950s. In the
1960s, Taiwan was still committed to the national goal of re-uniting with the mainland;
while Singapore had gained its political status as an independent state. Both countries
went on exercising policies for nation building, and social security schemes introduced
in the 1950s were expanded to act as a tool to promote national integration. In Taiwan,
the Labour Insurance Act was lifted from provincial level to national level. In Singapore
the development of the public housing policy and granting official status to four
languages —Malay, Chinese, Tamil, and English, were important policies to promote
national integration. Hong Kong, on the other hand, had not changed its feature of an
immigrant society, and the colonial government still had not been prepared to integrate
the huge amount of refugees into the main society and was not willing to introduce any

modern social provision for older people.

The situation in these countries in the 1970s changed dramatically. In Taiwan, with
eviction from the United Nations and the breaking off of diplomatic relations from all of
the major countries, the KMT Government’s claim to be the sole legal government
representing the whole of China was no longer persuasive. Both the KMT regime and
the Taiwanese people were now facing a crisis of political identity. The government thus
had to pay more attention to domestic affairs rather than devoting all the resources to the
goal of counterattack and re-union with the mainland, which had proved to be unrealistic.
It is under these situations that the KMT government, to a very limited extent, carefully
started exercising the change from a totally ‘China-oriented’ nation building to a
‘Taiwan-oriented’ nation building. Some limited political reform was initiated, which

will be discussed in the latter part of this section, to increase the political participation of

CO 537/6046, no 11 & 28, in Hyam ed, 1992:402-405.
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local Taiwanese people. On the other hand, the government expanded the social
insurance system and enacted new social welfare legislation to extend citizenship in the

1970s and 1980s, as strategies to progress nation building.

Meanwhile in Singapore, which had gone through de-colonisation in the 1950s and the
separation from Malaysia in the 1960s, had gained a totally independent status. Its
national identity was now clear, and the people, although they still had strong affectual
ties with their motherland, had no choice but to accept the fact that they are citizens of
Singapore. The government, which has been committed itself to develop a multi-ethnic
society, continued to stick by its multiligualism and public housing policies for national
integration (Chew and Lee, 1991: 158). On the other hand, the loss of its hinterland of
Malaya and the military and economic support from Britain means that Singapore
urgently needed to develop its economy as the only way to survive (Chua, 1995:4). As to
the social security system, apart from the expansion of the CPF coverage, no new old

age provision schemes were introduced at this stage.

The picture of Hong Kong society in the 1970s was also different from its earlier
features. The ‘Cultural Revolution’ in China and the economic flourishing in Hong
Kong made more and more people whose identity were with China started taking Hong
Kong as their permanent home (Scott, 1989: 132). The extensive student movements in
the 1970s that were asking for the granting of Chinese as the official language clearly
signaled the inhabitants’ increasing concerns about their identity. On the other hand, the
lack of social legislation and employment protection had resulted in a situation where
many people had to live in poor housing and worked under deprived conditions, which
led to riots and violence in the late 1960s and the 1970s. This means that the government

had to start exercising policies for nation building. Under such pressure, the government
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introduced the Public Assistance Scheme in 1971 and the Special Needs Allowance in

1973, which targets the disabled and older people. These schemes, although limited both
in coverage and benefit levels, were important symbols to demonstrate that the colonial

government had started taking its responsibility seriously to build a better Hong Kong

for its inhabitants.

Since the 1980s, Hong Kong and Singapore have solved the problems of national
identity. Singapore rarely has had any problems in national identity since its
independence in 1965. In Hong Kong, a poll conducted in 1982 shows that an
overwhelming majority do not wish to see Hong Kong being taken over by China (Scott,
1989: 168), a clear signal that the inhabitants have developed a strong local identity. As
to Taiwan, although there are a certain proportion of people still holding a strong
affection toward China, a ‘Taiwan-oriented’ identity has clearly replaced
“China-oriented’ identity for both the government and the majority of the population.
Although national identity is still an unsolved problem, the government has not been
able to continue to use social security measures as a mechanism to promote national
integration since the 1980s, as, with a series of political reforms and severe party
competition, the government has lost its autonomy and its dominance in policy making.
Hong Kong faced the same problem when it went through the process of departing from
being a British colony to become a special region of China. The issue of state autonomy

and its connection with the development of familisation and de-familisation in these

countries will be discussed in later sections.

8.4.2 Legitimacy and old age provision in Taiwan, Hong Kong and Singapore
The imperative for state building in these three countries has been highly related to the

necessity for the governments to secure their legitimacy. In Taiwan, the two periods
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during which the KMT Government faced the most severe challenges of crisis in
legitimacy were the 1950s and the 1970s. The 1950s saw the KMT Government’s defeat
in the civil war in the mainland and retreat to Taiwan. It was in this period that the
Taiwanese insurance system was established. One of the most important reasons that the
government implemented a comprehensive social security system in such a harsh time,
as discussed in Chapter Four, was to demonstrate that the KMT government cared for its
people’s well-being more than the Communists. Since the early 1970s, Taiwan was
gradually evicted from all major international organisations and broke off diplomatic
relations with core countries in the world. Having lost the support of the international
community and external legitimacy, the KMT government needed to promote its
internal legitimacy to secure the regime. This was the main reason why the three most
important pieces of social welfare legislation, including the Older People Welfare Act,
were introduced in 1980 (Fu, 1994; Hsu, 1999). After the 1980s, the promotion of
legitimacy is no longer a driving force for these expansions as the government has
secured its legitimacy through democratisation. The connection between the state and
democratisation and its impact on the development of familisation or de-familisation in

the social security system will be discussed in later sections.

In Hong Kong, the colonial government’s rule before 1997 was originally based on the
Sino-British agreement rather than the acceptance of native people. In other words, its
legitimacy came from external rather than internal. As discussed above, most of the
Chinese before the 1960s saw Hong Kong as temporary shelter and did not challenge the
legitimacy of the colonial government. However, this situation changed when a series of
protests against the colonial government and resulted in some serious the riots in the late
1960s. This was the first time since the end of the Second World War that the colonial

government faced a legitimacy crisis (Chan, 1996: 86). The government’s response to
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these challenges was to accelerate social reforms, including the introduction of the first

de-familisation social security schemes in the early 1970s.

In Singapore, the government’s legitimacy has never faced any significant challenges
since the nation’s independence in 1965. The ruling party, the PAP, has won every
general election overwhelmingly since the late 1960s and has been free of the legitimacy
crisis. Consequently, there have been no new significant de-familisation social security
schemes introduced after the 1960s. All major progress in the social security system has

been the expansion and reforms within the CPF, which was first introduced in 1955.

However, the state’s function of pursuing legitimacy can only explain a part of the
development of the social security systems in these countries. In addition, these
countries’ experiences do not really fit O’Connor and Gough’s arguments. It is crucial to
note that their theory is based on ‘the capitalistic state’, and Taiwan, Hong Kong and
Singapore were, at least until the 1970s, regarded as Third World countries or
‘developing countries’. Therefore, the nature and functions of the states in these
countries were different from those of the Western countries, which have developed an
advanced capitalistic society and a mature democratic system. To develop from an
‘under-developed’ country to a ‘developing’ or a ‘developed’ country, there are many

fields other than social policies in which the state may place its efforts to promote its

legitimacy.

To O’Connor and Gough, the state’s need for legitimacy i1s contradictory to its other

function of accumulation. As O’Connor states:

“The capitalistic state must try to fulfill two basic and often mutually
contradictory functions — accumulation and legistimisation. This means that the
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state must try to maintain or create the conditions in which profitable capital
accumulation is possible. However, the state also must try to maintain or create

the conditions for social harmony.”

(O’Connor, 1973: 6)

However, in Taiwan, Hong Kong and Singapore, it seems that the state’s need for capital
accumulation supports rather than contradicts state legitimisation. The economy-first
strategy adopted by these countries in the early decades after the Second World War
brought about rapid economic growth. In addition, the economic prosperity in these
countries in this period came with a relative equal income distribution (Barrett and Chin,
1987: 31; Tan, 1993: 294-296). These developments result in firm support from the
people for the governments. In other words, economic policies that were initiated for the
purpose of accumulation have also helped the state to achieve legitimisation. As the
economies in these countries started flourishing in the 1980s, the states have been using

democratisation, not social policies, as a strategy to promote their legitimacy.

8.4.3 State capabilities and old age provision in Taiwan, Hong Kong and Singapore
The two aspects of state building and legitimacy discussed in previous sections are
important tasks or functions that the state must fulfill. However, the state’s effort in

achieving these goals is constrained by two factors, i.e. state capacity and state

autonomy.

In fact, the importance of the state capacity and state autonomy, for the development of
the country has been well emphasized, especially in the case of Asian countries. Many
studies concerning the experience of Asian countries’ development have emphasized the
role of the state (for example, Evans, 1995; Brodsgaard and Young, 2000). However,

most of this sort of study focused on their experience of economic development rather
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than on the development of the social security system. In many Asian countries, state

capacity and state autonomy, indeed, also have a strong connection with their action and

inaction in social security.

8.4.3.1 State capacity and old age provision in Taiwan, Hong Kong and Singapore
The capacities or strength of the state is vital to explain the difference in social security
development in Taiwan, Hong Kong and Singapore, especially in the early period after
the end of the Second World War. In Taiwan, the KMT government’s retreat from the
mainland in 1949 brought and allocated a huge bureaucracy designed to administer the
whole of China and an enormous amount of skilled administrators into Taiwan. In the
small island of Taiwan, whose population was only about six million at that time, a
regime with four levels of government was established, 1.e. the central government, the
provincial government, the municipal and country governments, and town governments.
At the central level, there were five branches, including the Executive Yuan, the
Legislative Yuan, the Judicial Yuan, the Examination Yuan, and the Control Yuan, and
numerous organisations and bureaucrats. In 1958, for example, apart from 600,000
standing armed force, there were 194,000 persons working in government services,
accounted for 6.2 per cent of total employment (Taiwan Industrial Development
Commission, 1958: 27-28). In addition, government enterprises in 1949 accounted for
72.4 per cent of total industrial productions (Yin, 1962: 16), and in 1952 they employed
35.7 per cent of total industrial workers (Li, 1959: 34). This super state apparatus

enabled the KMT government to enjoy a high degree of capacity in Taiwan to execute its

POWET.

State revenue also increased dramatically from the 1950s. The total state revenue

increased from NT$3.6 billion in 1952 to NT$6.7 billion in 1955, and to NT$12.1 billion
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in 1960. In other words, it increased about 240% in eight years. In 1999, it reached as
high as NT$2,218.6 billion (Taiwan Council for Economic Planning and Development,
2000: 167). In addition, in the 1950s and the 1960s US aid helped Taiwan to go through
its difficulties in the state treasury and thus balanced public finance. The huge state
apparatus and healthy state finance made Taiwan a strong state in the early decades after
the Civil War, and enabled it to implement complicated policies, including the Labour

Insurance, Soldier’s Insurance, and Government Employee’s Insurance, which were all

introduced in the 1950s.

In Singapore, the state had also enjoyed a high degree of capacity since the early years
after the end of the Second World War. The total government revenue increased from
$76.6 million in 1947 to $230.9 million in 1956, an increase of more than twofold in ten
years (Colonial Singapore Government, 1947-1957). During the same period, total
government expenditure increased from $62.7 million to $222.5 million, an increase of
more than two-and-a-half-fold (Colonial Singapore Government, 1947-1957). At the
same time, the government also paid much attention to promoting both the quality and
quantity of personnel in the civil service. The Public Service Commission and the
Permanent Examination Board were established for the recruitment of civil service staff.
Candidates needed to go through an intensive competition, including examination and
interview, prior to appointment. The Higher Scheme of Service was also introduced for
the interim appointment to these services for suitable candidates. In 1950, out of 316
applications received, only 11 appointments were made, a clear indication of the severe
competition and careful selection (Colonial Singapore Government, 1950: 189). In
addition, to further promote the quality of government personnel, the opportunity for
study courses both at the University of Malay and overseas were expanded, and

scholarships were awarded (Colonial Singapore Government, 1950: 189). In 1955, the
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government and official authorities together employed 48,000 people (Colonial
Singapore Government, 1955: 252), which was equivalent to about 4 per cent of the
population of 1.2 million (Colonial Singapore Government, 1955: 11). Since
Singapore’s independence in 1965, the PAP government continued paying much
attention to recruiting new talents to the government. With the incentive of very high
income and benefits, the authorities have been able to carefully select and recruit
ministers and civil servants by their ability (Vasil, 1988: 134-156; Sachenroder, 1998:
22). The high quality of civil servants, coupled with the substantial increase in public
finance, offered Singapore a high degree of capacity. This was an important condition
that the government after the end of the Second World War was able to implement

policies based on its plan and preference, including the introduction of the CPF in 1955.

In Hong Kong, however, the colonial government faced serious difficulties in its
capacity in the early years after the end of the Second World War. First, the public
finance became a worry and the government found it difficult to maintain a balanced
budget. In 1946, for example, the Governor pointed out in his policy address that “the
annual ordinary expenditure for which we must provide cannot possible be covered by
the revenue which we can reasonably expect to collect” (Hong Kong Hansard, 1946: 20).
In that year, the total expenditure other than expenditure on rehabilitation was about

HKS$75 million, while the revenue was only about HKS$ 40 million (Hong Kong Hansard,

1946: 21).

The necessity for the government to help the enormous number of refugees had further
limited the government’s capacity to expand public policies in other areas. In the 1950s,
one-third of the Hong Kong population were refugees (Cheong-Leen, 1962: 71). These

groups of people, as mentioned in Chapter Five, brought serious social problems and
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welfare needs. Therefore, the government, under its limited financial capacity. needed
to distribute a significant proportion of its revenue in these matters. As a former
Chairman of the Urban Council, Hilton Cheong-Leen, recalled in a public address,
during the 1950s, directly and indirectly, about one-third of the Government’s annual
expenditure was being spent annually by the Hong Kong Government on the refugees
(Cheong-Leen, 1962: 69). Even so, the government’s effort was hardly sufficient to

meet the challenges of huge social needs. As the Governor summed up in his policy

address in 1971:

“For many years, since the war, we have had to concern ourselves primarily
with meeting needs of an urgent, basic nature: mass problems, which had to be

met with massive solutions, and which left few resources available for anything

3

else...’

(Hong Kong Hansard 1971/72: 3)

Therefore, although the government did not hesitate to take the responsibility to care for
the refugees and other citizens in need, related social provisions needed to be provided,
as the Governor indicated, “within the limits of what we can afford” (Hong Kong
Hansard, 1960: 44). In addition, the shortage of skilled officials was also a major
problem that worried the government, and it even limited the government’s effort in
social provision. The government, as indicated by the Governor, “has its problems in
finding men and women with experience or qualifications required for the tasks in hand
or in mind” (Hong Kong Hansard, 1969: 12). In 1965, the Governor clearly indicated
that the lack of administrative capacity was the key factor that had resulted in the

limitation of the development of social provision. He stated in his policy address:

“Indeed, at this present time, the ability to organize new projects, construct the

necessary buildings and so on, and to find the staff are quite as much a limiting
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factor on the more rapid extension of our social welfare services as is any
immediate lack of money. The Financial Secretary has assured me that he has
never in recent years had to turn down any worthwhile social welfare
development within the terms of the approved policy, purely for lack of money; it

has been the lack of capacity to spend money any faster, and lack of trained staff,
which have limited the rate at which we have been able to progress; and thereby
governed the rate at which money needed to be provided.”

(Hong Kong Hansard 1965: 53)

The problems of state capacity made it difficult for Hong Kong to have a rapid
expansion in social provision in the 1950s and the 1960s apart from the relief on the
refugee problems. It was not until the 1970s when the capacity of the state strengthened
that the government was able to introduced the major social security schemes. In fact,
Hong Kong’s public revenue had grown steadily with the high rates of economic growth
since the 1950s. As the Governor pointed out in his policy address in 1971, from the mid
1950s to the early 1970s, the annual economic growth was kept at a high rate of nine or
ten per cent. In addition, in the ten years from 1961 to 1970, public revenue had grown
by an average of 11 per cent annually (Hong Kong Hansard, 1971: 4). It was under these
advantaged development that he declared in the same address that “we are... coming out
of an era of emergency action to ameliorate massive and immediate problems, and onto
an era in which we can hope to think in terms of refining and sophisticating over a wide
field the quality of the various services we try to make available to the public” (Hong
Kong Hansard, 1971: 3). Two years later, in 1973, Hong Kong’s first social security

schemes, Special Needs Allowance and the Normal Old Age Allowance, were

introduced.

The state capacity of Hong Kong kept expanding through out the 1970s. As the

Financial Secretary pointed out in his Budget Speech in 1980, over the ten years from
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1970-71 to 1979-80, the average annual growth of expenditure on the Consolidated
Account in real terms was as high as 11.2 per cent (Hong Kong Hansard, 1980: 51 1). In
addition, the relative size of the public sector, defined as the ratio of expenditure on the
Consolidated Account to the GDP, increased from 13.0% in 1970-71 to 23.7% in
1982-83 (Hong Kong Hansard, 1979: 350; 1981: 457). The bureaucratic system was also
widely expanded. The tota] establishment of the public service had grown from 98,000
posts in 1972 to nearly 170,000 post in early 1982 (Hong Kong Hansard, 1982: 32). In
other words, the size of the governmental administration increased 74 per cent in ten
years. Thanks to the growth in public revenue and bureaucratic personnel, when the
expansion of the old age income security system attracted serious debates since the mid
1980s, the state capacity was no longer regarded as a disadvantaged factor for future

development.

8.4.3.2 State autonomy and old age provision in Taiwan, Hong Kong and Singapore
As discussed in previous sections, the states in Taiwan, Hong Kong, and Singapore all
have the same preference in family cohesion as solutions to the ageing societies, and all
have a centralised powerful administrative systems to put policies into effect. It is the
difference in state autonomy that has brought about the divergence in these countries in

terms of the development of familisation or de-familisation after the 1980s.

Before the end of the 1970s, the states in all these countries were able to dominate social
sectors and enjoyed a high degree of autonomy. This is attributed to a couple of reasons,
including the lack of a fully elected legislature and significant opposition parties,
political apathy of the public, and the lack of working class mobilisation. In Taiwan, the
Temporary Provisions froze the re-elections for members of the Legislation Yuan and

National Assembly, and, until the senior legislators retired and the all-round re-election
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took place in 1991, the KMT government was able to pass all acts it proposed in the
legislature. The legislature was actually only a rubber stamp and did not have any real
power to challenge or veto the executive sectors’ policies. On the other hand, the martial
law eliminated the possibility for the opposition to form a political party and restricted
political protest activities. The organisation of trade unions and the measures they could
use for protest were restricted. The martial law also froze the number of newspaper
licenses. The mass media was therefore controlled by the KMT and could not function to
collect and broadcast dissentient views. These high-handed measures, coupled with the
shadow of the slaughter in the “228 Incident” in 1947, resulted in a distant and apathetic
political attitude. Until the end of the 1970s, the KMT had totally controlled the state and
the society, including governmental executive bodies, the legislature, the press, and
trade unions. The single-party and high-handed rule of the KMT was justified by the
threat of the Communists and the need to maintain stability on the island (Johnson, 1987:
144). During this period, there was only a pro-democracy opposition movement in the
late 1950s that challenged the KMT government’s dominance, and soon ended in failure
(Rigger, 1999: 109). All these factors contributed to a high degree of state autonomy in

Taiwan between the 1950s and the 1970s.

The situations in state autonomy in Hong Kong before the 1980s were very much similar
to those in Taiwan. The fact that the majority of the Hong Kong people were refugees
from the mainland and did not have a strong sense of commitment and belongingness to
this place provided a favourable foundation for political stability (Chan, 1996: 84). In
deference to China’s wishes, the colonial government had no intention to introduce a
democracy and election system in Hong Kong (Scott, 1989: 82; Miner, 1995: 22; Lo,
1999: 15). The widespread politically apathetic attitude, coupled with the support of the

society and business elite who dominated executive and legislative sectors and feared
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that a democracy system would damage their privileged status, delayed the progress to
democratisation in Hong Kong (Lo, 1997: 20). Political power was monopolised in the
hand of the Governor and the Executive Council, and all members of the Legislative
Council were appointed by the government. Although there were some unofficials
appointed to the Legislative Council, they only facilitated the smooth passage of
government legislation and played no role in checking the powers of the executive (Lo,
1997: 38). There was no significant political opposition power that could challenge the
government’s policy directions. In addition, ordinary workers tended to be uninterested
In organizing or joining trade unions. The percentage of workers who were affiliated
with trade unions was low. By 1966, the number of workers who joined trade unions was
only 172,623, and most unions were fairly small and the main federations of trade
unions were split into pro-China and pro-Taiwan and were not able to unite the
developing working class (Butenhoff, 1999: 53). The average annual lost of working
days between 1971 and 1990 was as little as 15,830 days, and trade unions were
concentrated on mutual help, and social and leisure activities rather than fighting for
improving wages and working conditions (Miner, 1995: 32). All pressure groups were
required to register, and the consolidation of trade unions was restrained by
governmental legislation. Although pressure groups existed in Hong Kong’s relative
liberal society, they were suppressed by the colonial government. These social and

political features together provide a high autonomy to the state in Hong Kong before the

1980s.

Like the Taiwanese and the Hongkongese, the Singaporeans before the 1980s were
generally apolitical, due to lack of a significant opposition party and low trade union
affiliations. Therefore, the Singaporean State enjoyed a high degree of autonomy in

policy making. Before Singapore’s independence in 1965, although some of the

309



legislators were elected, they were just the minority in the parliament and did not have
real power in policy making. As a result, the public did not bother to vote and turnouts in
elections were low (Lee, 2000: 166-167). Since Singapore separated from Malaysia and
became an independent country, the government had continually reminded the populace
that a shift of emphasis from politics to economics was crucial for economic
development and survival. Depoliticisation and the de-emphasis on competitive politics
have become a conscious explicit philosophy (Chan, 1975: 295-6). The high economic
growth and the rapid improvement in living standards also alleviated people’s desire to
participate in political activities. On the other hand, the high support from the populace
resulted from economic success, and from the grassroots consolidated by widespread
community centres operated by the ruling PAP party and worked closely with its MPs,
had left little room for the development of any opposition power (Vasil, 1988: 150-154).
In addition, the housing policies that, in the name of ethnic blend, scattered non-Chinese
ethnic minorities who are more likely to vote against the PAP in elections helped to
alleviate the concentration of an opposition cluster (Clammer, 1998: 219-220).

Therefore, the government was able to monopolize political power.

Between 1968 and 1980, the PAP won every single seat in the parliament in every
general election, and had no difficulties in passing legislation of its preference in the
parliament. Furthermore, trade unions were also powerless in terms of challenging the
government’s policies. The political unrest and dispute in industrial relations in the
1950s and the 1960s resulted in a close relationship between the state and trade unions
(Vasil, 1988: 143-4; Lee, 1988: 177). This tight relationship was later institutionalised,
and, by the 1960s, the PAP-backed National Trade Unions Congress had successfully
brought trade unions under control. The 1966 Trade Union (Amendment) Bill and the

1968 Industrial Relation (Amendments) Act further restricted strikes and lock-outs (Lee,
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1988: 176; Chua, 1995: 61). Trade unions henceforth became an instrument for
mobilising labour to coordinate the PAP’s political aims, rather than an opposition
power to challenge the authorities (Haggard and Cheng, 1987: 105). Moreover, having
learned lessons from other Third World countries where ethnic conflicts and political
unrest came after independence, the PAP government carefully avoided the emergence
of any independent power centres in Singapore, and successfully integrated the civil,
trade unions and society organisations under the subordination of the government (Vasil,
1988: 120-4). This allowed the PAP government to exercise policy making without

being challenged by other power from societal or industrial sectors.

The high degree of state autonomy before the end of the 1970s allows Taiwan, Hong
Kong and Singapore to channel their social security systems as a mechanism for nation
building. The social insurance system in Taiwan, the limited means-tested and
demogrant schemes in Hong Kong, and the CPF system in Singapore introduced during
this period all reflected the states’ preference. Although they all provided financial
resources to older people other than their family, as discussed above, it is the effect of
national integration rather than de-familisation that the states introduced these schemes
for. The effect of de-familisation is an unintended result rather than a designed outcome.
It is not unusual that the expansion of a welfare state comes about as an unexpected
product. As Cox (1993) pointed out based on his analysis about the Dutch welfare state,
this generous welfare state is an unexpected result of a series of expansions of welfare
benefits which came without careful consideration about the consequence of expense.
This rationale also explains the fact that, while placing a lot of emphasis on family
cohesion, the states in Taiwan, Hong Kong and Singapore before the end of the 1970s

had all introduced western style de-familisation schemes for older people.
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The situation in Taiwan and Hong Kong changed dramatically since the 1980s, and the
states have lost their autonomy in policy making. This is mainly as a result of
democratisation, which was an inevitable process for these countries. In Taiwan, with
the loss of its international identity and support since the 1970s, the commitment to
recovering the mainland had eventually proven unrealistic and the KMT Government
had no choice but to launch political reform to secure its legitimacy (Rigger, 1999:
16-19). On the other hand, the opposition that started concentrating since the 1970s had
successfully formed a unified movement and cast significant votes in supplementary
legislative elections since the early 1980s (Rigger, 1999: 29). A series of substantial
political reforms mark the coming of an open and democratic society. These reforms
include the KMT’s tolerance of the establishment of the first significant opposition party
in 1986, the lifting of martial law in 1987, the lifting of the ban on new newspaper
licenses in 1988, the cancellation of the Period of Mobilisation for the Suppression of
Communist Rebellion in 1991, the first full scale re-election for members of the
National Assembly in 1991 and of the Legislative Yuan in 1992, and the first direct

presidential election in 1996.

As authoritative control had loosened, since the early 1980s, political and social
organisations were formed, and large-scale demonstrations repeatedly appeared. By
1989, more than 50 parties had registered with the government, and by 1996, 360 papers
had at least a nominal presence in the market (Rigger, 1999: 129-132). Social
movements aiming at improving the rights and interests of consumers, labourers,
aborigines, farmers, the disabled, and women emerged (Lin, 2000). Taiwan soon shifted

from an authoritarian one-party state to a nation with a plural political system.

On the other hand, the KMT has faced severe competition especially from the main
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opposition party, the DPP, in every election since the 1980s, and gradually lost its
dominance in the making of public policies. Its number of votes in the Legislative Yuan
has declined sharply since it first became a fully elected body in 1991. As Table 8.3

shows that since the mid 1990s the KMT could no longer capture the majority of the

vote 1n the elections.

For the KMT, to win an election has become a more important goal than to implement a
policy in accord with its ideology. This explains the contradiction that, in the 1990s,
while its Prime Minister still insisted on emphasizing family cohesion, the KMT
government introduced and expanded de-familisation schemes for older people and

launched a campaign to establish a national pension system at the same time.

Table 8.3 Percentage of the Vote Captured in Elections for the Parliaments (%)

KMT DPP New Party Independent
1980 (Legislative Yuan) 82.4 1.3 - 16.3
1983 (Legislative Yuan) 87.5 3.1 - 9.4
1986 (Legislative Yuan) 84.7 6.9 - 8.4
1989 (Legislative Yuan) 65.5 19.9 - 14.6
1991 (National Assembly) 71.2 24.0 - 4.9
1992 (Legislative Yuan) 53.0 31.0 - 16.0
1995 (Legislative Yuan) 46.1 33.2 13.0 8.4
1998 (Legislative Yuan) 46.6 29.6 7.1 94

Source: Lin, 2000: 110; Gigger, 1996: 303.

Hong Kong’s political system has also experienced large scale reforms since the 1980s.
With the proceeding of the Sino-Britain negotiation about its future and the British
desire to protect its political autonomy vis-a-vis China after 1997, democratisation in

Hong Kong triggered since the early 1980s (Lo, 1997 20). The first election for the local
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advisory body, the District Boards, in 1982 and the first indirectly election of some
members of the Legislative Council in 1985 marked the beginning of a democratic era.
The “Tiananmen Incident” in 1989 further woke up Hongkongers’ political awareness.
Numerous political groups emerged in the mid-1980s and a civil society has exploded.
In the 1990, the first party, the United Democrats of Hong Kong was established, and by
1994, there were eight political parties in Hong Kong, which signaled the coming of a
plural political competition (Lo, 1997: 152). In addition, democratisation has also
brought Hong Kong a more pluralist policy-making process and the government has
been aware of balancing the conflicting interests of the business elite and the working
class when implementing policies (Lo, 1997: 22). The public’s participation in politics
has also increased dramatically. In the 1985 election for District Boards, only 16 per cent
of the eligible voters voted (Miner, 1995: 37), while a survey of 672 respondents shows
that 59.7% of them voted in the 1995 Legislative Council election (Lo, 1997: 196). In
addition, frequency of political demonstrations also increased sharply in the 1990s. For
example, police records of the number of marches showed a jump from 285 in 1993 to
405 in 1995 (Chiu and Lui, 2000: 15). The increasing awareness and participation
among the populace made it no longer possible for the government to implement

policies without consulting or considering the Hong Kong people’s point of view.

Another clear sign that indicates the government’s loss of total control in politics was the
change of the result of the parliamentary motion to thank the Governor since the mid
1990s. Conventionally, a member of the Parliament would move to thank the Governor
immediately after he finishes his policy addresses to the Parliament, and this move
would pass without any opposition. However, in 1996, this motion was rejected by a
vote of 22 to 23 (Chai and Chai, 1998: 13-15; 186-188). Through this unprecedented

vote, the Parliament had clearly demonstrated that it was not no longer a rubber stamp,
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but had the real power to check the government’s policies.

All these developments were evidence that the executive-led Hong Kong state has been
getting weaker, and a plural society has emerged. Therefore, the state could no longer
always stick to its policy preferences and had to balance conflicting interests between
different society groups. This explains the Hong Kong government’s vacillation
between a social insurance scheme and a central provident fund scheme since the late
1980s. Eventually, it can no longer resist pressures from different social groups and had

to implement a de-familisation scheme for old age in the late 1990s.

In Singapore, by contrast, the state still enjoys a high degree of autonomy in policy
making after the 1980s. Trade unions are still subordinate to the state and operate in
coordination with rather than against the government. Between 1978 and 1999, it has
been strike-free except for two days in 1986 (Singapore Government 2000: 243). On the
other hand, the proliferation of state-sponsored associations and organisations signals
that the civil society is also mainly dominated by the state. These associations and
organisations have functioned to strengthen the support of the legitimacy of the PAP and
to facilitate feedback from the grassroots to the government (Hill and Lian, 1995: 163).
The most important grassroots organisations, Community centres, Citizens’
Consultative Committees, and Residents’ Committees, all come under the political
control of the Prime Minister’s Office. The PAP government has used these institutions
to disseminate its ideology for nation building and to strengthen its monopoly in
political space (Hill and Lian, 1995: 175-7). Under such circumstances, neither an
autonomous civil society nor a powerful opposition party can thrive. The PAP has also
enjoyed overwhelming control over the Parliament. It won all the seats in the 1980

general election. In 1984, 1988, 1991, 1997 and 2001 general elections, non-PAP

315



candidates only won 2, 2, 4, 2 and 2 seats for the Parliament respectively. However, the
percentage of votes cast in general elections fell significantly from 77.66 per cent in
1980 to 64.83 in 1984, and to 60.96 in 1991, which is a clear signal that voters want a
more open and less paternalistic government (Chong, 1991: 35; Chua, 1995: 76). In
spite of losing popular votes in general elections, the PAP government still believes that
a controlled democracy is necessary for this politically and economically small and
vulnerable country, and a pluralist democracy with competitive politics is neither viable
nor desirable (Vasil, 1988: 120; Chong, 1991: 109; Clammer, 1998: 218). The PAP
continues to exercise all available legal and organisational means to hinder the
mobilisation of any opposition, and makes it very difficult for an opposition to recruit
promising new blood. Although there are as many as 23 registered parties active in
Singapore, they hardly play the role of an opposition, and have practically no
opportunity to make a serious impact on policy making (Sachsenroder, 1998: 11). It is in
this climate that the state has secured its autonomy and has been able to implemented

familisation schemes that reflect the states’ preference since the 1980s.

8.5 Conclusion

Taiwan, Hong Kong and Singapore all have valued family cohesion as a fundamental
element of their society and have put a lot of effort into advocating and strengthening
family obligations. Especially, when the symptoms of an ageing society became clear
and definite since the 1980s, these countries have been stuck with their preference for
family cohesion as a prime measure for older people’s income security. Although
sharing the same familial cultural backgrounds, Taiwan, Hong Kong and Singapore
have gone through different processes and paths in their old age provision systems.
Taiwan and Singapore introduced de-familisation schemes for old age in the 1950s,

while Hong Kong still used family cohesion as an excuse for not implementing any
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social security schemes for old people. On the other hand, Taiwan and Hong Kong’s old
age provision systems has clearly developed in a way to increase the degree of
de-familisation in older people’s income protection, while Singapore has used its social
security and legal systems to strengthen its orientation of familisation. The main factor
that has contributed to these differences is the state. The autonomy of the state, and the
need for nation building and legitimacy together explain the divergence of old age

income provision systems in these three countries in terms of timing and direction of

familisation and de-familisation.

The early establishment in Taiwan and Singapore and the laggard in Hong Kong in terms
of introducing the first old age income security schemes are attributed to the different
timing in their imperative for nation building. In the 1950s, the KMT’s defeat in the civil
war caused an urgent need for nation building in Taiwan, while the nature of a
multiethnic society in Singapore also called for measures for national integration during
a period of decolonisation. On the other hand, the feature of an immigration society
results in a lack of commitment and a delay in nation building in Hong Kong in the early
decades after the Second World War. Since the 1980s, democratisation has resulted in
the loss of state autonomy in Taiwan and Hong Kong. The governments in Taiwan and
Hog Kong thus have to implement de-familisation schemes, which are against their
preference of family cohesion. As to Singapore, the continuous high degree of state
autonomy has allowed the government to enact legislation and to implement schemes

that strengthen family ties in response to the ageing society.
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Chapter Nine

Concluding Discussion

9.1 Key findings of this research

This research analyses the development of social provisions for older people in three
Chinese societies, Taiwan, Hong Kong and Singapore, especially focusing on
comparing their policy orientation toward familisation and de-familisation. This
research reveals that governments in these countries, although sharing the same
preference in family obligation, adopted different policy approaches in response to
population ageing. This research also finds out that mainstream welfare state theories,
including the approaches of industrialism, social democracy and diffusion, cannot
explain the emergence and expansion of the social security systems in these three
countries. It is the state centred approach that helps to offer explanations in these regards.
The imperative for state-building and nation-building in Taiwan and Singapore in the
1950s explains the introduction of their old age income protection system during this
period. The expansion of old age benefits programmes in Taiwan and Hong Kong in the
1970s, on the other hand, is driven by the need for the states to improve their legitimacy.
Since the 1980s, the difference of state autonomy in these countries has resulted in
different directions of their policy orientations toward familisation or de-familisation.

The connection of the state and the introduction of main schemes in these countries is

illustrated in Figure 9.1.
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Taiwan Hong Kong Singapore Key factor

1950s  De-familisation De-familisation State
(Labour Insurance) (the CPF) Building
v v
1970s-1 De-familisation  De-familsation State
(Older People (Disability and <=
980s | ty Legitimacy
Welfare Law) Infirmity
Allowance)
1990s  De-famil¥ation A v
De-familisation  Familisation
(MLIEA & OFA) <4— state
(MPF) (Topping-up
Autonomy
scheme;

Maintenance of

parents Act)

Figure 9.1 Factors contributing to the convergence and divergence of the old age income

protection system in Taiwan, Hong Kong and Singapore

In micro level, this research analyses a panel data collected in Taiwan and finds out that
the expansion of social security benefits can de-familise older people’s income in a very
short period of time. However, this expansion would not improve older people’s living
standards unless benefits are provided on a sufficient level. Relationship of supplements
and substitution between state benefits and family support has also been found in the
empirical analysis. In terms of older people’s major income source, a clear stratification
between socio-demographically advantaged and disadvantaged groups has also been
identified, in which the former are more likely to enjoy social provisions and the latter

are more likely to rely on the family in later life.
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9.2 The significance of this research

This research challenges existing understanding of so-called ‘East Asia welfare model’
in several ways. Firstly, the appropriateness of distinguishing it from Western models is
doubtful. Welfare states in East Asian countries, especially in Japan and the four ‘little
Tigers’ (South Korea, Taiwan, Hong Kong, and Singapore) are often been categorised as
the same cluster. New terms have emerged to refer to this group and to distinguish it
from Western models, including ‘Oikonomic Welfare State’ (Jones, 1990b), ‘Confucian

welfare state’ (Jones, 1993), ‘Welfare Orientalism’ (White and Goodman, 1998).

By these terms, the authors all emphasise the importance of family in welfare provision.
This feature, however, is not unique to these East Asian countries. The emphasis on and
the significance of family in supporting older people are not unusual in the Western
history. The commandment of honouring parents is repeated in the New Testament
(Shabar, 1997); and Catholic social teachings also value traditional familial function
(Esping-Andersen: 1999: 51). In the era of ancient Greece, the care for older people was
the legal responsibility of male members of the family. Also in the era of ancient Rome,
children were expected to honour and care for their parents (Thane, 2000). Scherer
(2003: 178) also points out that in European countries with a civil law tradition, the
obligation to provide support to parents and grandparents has long been a feature of the
civil law. Razi’s (1981) research also shows clear evidence that in the thirteenth and the
fourteenth century there was a common understanding in England that children should
provide for older parents for their later life. The norm of family obligation for the young
generation to look after their aged parents is also seen in social legislation in modem
history. The most well-documented one which confirmed the obligation of family to

look after their aged members is the English Poor Law of 1601. Also in Italy, some
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communes made it a punishable offence to neglect an aged parent in the Middle Ages
(Shabar, 1997). More recently, the incorporation of family obligation to support its older
members in the law was also seen in New Zealand, where The familial obligations to
support parents were not dropped until 1968 when it was repealed by the Domestic

Proceedings Act (Thomson, 1998). In present days, the family is still vivid in welfare

provision in Mediterranean countries (Leibfried, 1992).

On the other hand, if including family into the ‘welfare mix’, resources available to
individuals when they encounter social risks are not necessarily less in East Asian
countries than in Western countries. The difference between these East Asian countries
and Western countries in terms of individuals’ need satisfaction is not the quantity of

resource available, but the main mechanism that provides it.

Even if we concentrate on state benefit system alone, discussions in early chapters have
shown that social security programmes in Taiwan, Hong Kong and Singapore are similar
to those in many Western countries. Taiwan’s social insurance system before the 1990s
was a typical case of Bismarck model; defined contribution retirement protection
programmes in Hong Kong and Singapore are identical to those in Latin American and
East European countries. In addition, defined contribution plans are increasing in
number in Belgium, Canada, Germany, Ireland, the UK and the US, as occupational or
personal pension plans (Turner, 2000). The design of social insurance pension
programmes in other Asian countries, such as Japan, South Korea, and China are also
similar to those in Western countries. In this regard, it is doubtful that social security in

these countries deserves to be clustered as a distinctive model.

Second, content analysis in this research provides clear evidence that, at least for the old
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age protection system, there is no homogenous model among East Asian countries. If we
look at their welfare mix, Taiwan and Hong Kong’s old age protection system have
recently followed a clear trend of de-familisation approach, while Singapore has
reinforced its familisation strategies. The expansion of old age benefits in Taiwan in the
1990s substantially increases the role of the state for for old age protection. The
establishment of a private-managed provident plan in Hong Kong links older people’s
retirement protection closer to their labour market participation and the performance of
the financial market. In Singapore, the government reinforces older people’s reliance on
the family by introducing the Topping-up scheme and the Maintenance of Parents Act.
In other words, Taiwan, Hong Kong and Singapore have increased the role of the state,

markets, and the family, respectively, as their strategy in response to population ageing.

If only focusing on public programmes, main old age income security programmes in
Taiwan, Hong Kong and Singapore are also far from similar. According to the typology
categorised by US DSSA (Department of Social Security Administration) (US DSSA,
1997), they fall into different types. Taiwan’s main old age social security programme is
an earnings-related social insurance one, Singapore’s is a public-managed provident
programme, while Hong Hong’s 1s a private-managed provident programme. These
types of programme differ from each other not only by their design, such as principles of
financing, conditions of entitlement, but also by their implications on redistribution and
economy. The state plays arole as a provider in Taiwan, an operator in Singapore, and a
regulator in Hong Kong. All these points indicate that we should rethink the

appropriateness of clustering these countries into the same category of welfare regime.

Third, this research adopted the notion of ‘de-familisation’, which had not been

systematically addressed before, into the analysis and finds out that relationship between
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state benefits and family support in Asian countries is similar to what has been observed
in the West, i.e. state benefits substantially defamilise individuals’ income. It is argued
that Western countries use state benefits to defamilise people’s income
(Esping-Andersen, 1999), while Asian countries use them to reinforce individuals’
reliance on their family (Chow, 1987). Analysis in this research, however, indicates that,
in these East Asian countries, family support for older people withdraws when state
benefits are available. In Singapore, the proportion of older people receiving family
financial support is much lower among those who have CPF savings than those who
have not. In Taiwan, the expansion of old age benefits in the 1990s resulted in a
substantial proportion of older people shifting their major income source from the
family to state benefits. The rapid de-familisation of older people’s income after the
expansion of the old age income protection system has also been observed in South
Korea, where the proportion of older people reporting children’s support as their major
income source declined sharply from 63.7 per cent in 1988, the year when the National
Pension Programme was introduced, to 44.3 per cent in 1994 (Yoon, et al, cited in Lee,
2002: 28). In other words, the importance of the family in supporting older people in
East Asian countries is not a result of states’ reinforcement, but of lack of state provision.
Once state benefits are provided, they replace family support as older people’s major

Income source.

Fourth, this research challenges existing arguments regarding relationship between the
de-familisation and the de-commodification of people’s income. Established Western
scholars argue that individuals have to be de-familised before they can be
de-commodified (for example, Orloff, 1993; Esping-Andersen, 1999). They point out
that, in the West, the gap between male and female in their social security rights is

mainly due to females’ low labour market participation. Therefore, they argue, for
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females, de-familisation is generally a precondition for their capacity to commodify
themselves. This research has provided clear evidence to reject these arguments. It is
true that in a welfare regime where social security entitlements are strictly linked to
individuals’ employment records, people cannot enjoy decent state benefits unless they
have a continuous labout market participation. However, in countries where pension
rights are based on citizenship rather than contributions, state benefits can quickly

de-familise people’s income regardless of their experience in the household economy

and in the labour market.

9.3 Challenges to East Asian countries’ old age protection system

Social security systems in East Asian countries are now facing sever external pressure
and domestic challenges. Externally, globalisation has brought enormous pressure to
their economy, and influence their social security development. East Asian countries
have been heavily depended on the world economy, and are vulnerable to acute changes
of the international politics and economy. Taiwan, Hong Kong and Singapore all
suffered heavily from the financial crisis in 1997 and the international economic
recession in 2001. More recently, the outbreak of SARS (Sever Acute Respiratory
Syndrome) has brought another disaster to these countries, with an estimated drop of 1.4,
1.2, and 0.5 percentage points of GDP in Hong Kong, Singapore, and Taiwan,

respectively, for 2003 (Global Insight Inc., 2003).

Despite all emphasising the importance of global competitiveness, Taiwan, Hong Kong
and Singapore have made different adjustment for public policies after the financial
crisis. In Taiwan, the effects of financial crisis, international recession, and the move of
many enterprises to China for cheaper labour have caused an increase in unemployment.

As a consequence, tackling unemployment has become the government’s top priority for
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public policy. The Employment Insurance Scheme was introduced in 2002, which
detached the Unemployment Benefit from the Labour Insurance Scheme and offered it
an independent status. A total sum of NT$ 70 billion (about £1.4 billion) is made to
temporarily accommodate the unemployed into public sector. On the other hand, due to
tight government finance, the planning for the National Pension System has been
suspended. Public concern about social security also seems to have changed from the

establishment of a national pension system to the reduction of unemployment.

In Hong Kong, due to the drop of government revenue caused by the economic
downturn and deflation, government finance has faced a deficit since 1998/99. Based on
Government’s projection, the deficit will amount to 5.5 per cent of GDP by 2004 (Hong
Kong Government, 2003). In response to this situation, the Government has announced
a comprehensive tax increase plan, which are unprecedented in Hong Kong where the
government has been proud of their low tax tradition. According to the Government’s
2003-04 Budget plans, standard rates of salaries tax, corporate profits tax rate and
property tax rate will increase, and tax allowances will decrease (Hong Kong
Government, 2003). On the other hand, the Government also announces in this Budget
that they expect to see a reduction in social security payments for HK$1.7 billion a year.
With respect to the Mandatory Provident Fund Scheme, its operation will not be directly
influenced by changes of government financial situation, as the government does not
share the contribution. However, the government will soon face a dilemma between
improving retirement protection and maintaining global economic competitiveness. The
current contribution rate of 5 per cent for both employees and employers is low. An
increase in contribution rate, however, will directly increase the cost for enterprises and

is considered a disincentive for foreign investors and a disadvantage to global

competitiveness.

325



In Singapore, CFP contribution rate for employers was reduced from 20 per cent to 10
per cent after the financial crisis, and has yet reverted to its pre 1997 level. Facing
economic downturn, the Government has chosen to sacrifice retirement protection for
economic development. Thanks to its nature of funding, a temporary cut in CPF
contribution will not substantially decrease members’ savings for retirement. However,
the government must deal with the situation where most of CPF members withdraw big
proportions of their funds for housing and do not leave sufficient savings for old age.

Radical measures are needed to force members to put more savings aside for later life.

Domestic development in Taiwan, Hong Kong and Singapore has also pressed sever
challenges to their old age protection systems. Pierson (1999) has identified several
domestic factors that challenge all kinds of welfare regimes, including population
ageing, the transformation of the household, and the maturity of social security
programmes. Pressures generated by these factors in these countries are no less than
those in the West. In Taiwan, Hong Kong and Singapore, changes of household structure
and population ageing come together as a result of declining fertility rates. Proportion of
households consisting of only older people and old age dependency ratio increase faster
than the West. In Taiwan, the maturity of the social insurance system has resulted in

enormous financial problems.

Although measures have been adopted by these countries in response to these domestic
pressures, they do not seem to be good solutions. In Taiwan, the MLIEA and the OFA
were introduced as transitional arrangements before the establishment of the National
Pension System. However, these tax-funded benefits will cause enormous financial

burden to the government. The suspension of pension reforms also means that problems
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facing current social insurance programmes will become worse before they are dealt
with. In Singapore, the familisation schemes of Topping-up Scheme and the
establishment of the Tribunal for maintenance of parents are not popular. Between
October to December 2002, among the three million CPF members, only 250 of them
used Topping-up, and the amount involved was only $5.4 million (CPF Board, 2003).
With respect to the Tribunal, from June 1996 to October 2000, there were only 641 cases
asking for maintenance order, and the number of cases is declining each year (Scherer,
2003: 176). In other words, these familisation schemes do not have much practical effect
on protecting older people’s income. More reforms on retirement protection system are
needed for the long run, including increasing retirement age, and increasing minimum

sum retirement savings.

Apart from economic and demographic factors, changes of domestic politics also press
severe challenges to these countries, especially in Taiwan and Hong Kong. In the former,
the opposition and the ruling parties compete viciously almost in every major policy
area. In the latter, party politics has emerged since the 1990s and the public has showed
increasing concerns toward public affairs. For these countries, a rational institutional
arrangement is needed for social policy making. In this regard, South Korea offers a
good example, where a tripartite corporatism was introduced for social policy making

after the financial crisis, and has brought substantial reforms on social security (Shin,

2000).

Another urgent task for these countries is to expand their safety net. Taiwan, Hong Kong
and Singapore’s main old age income protection schemes are all designed based on male
breadwinner assumptions. With increasing number of unemployed and rising

employment in informal sector, an increasing number of people will be excluded from
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these schemes. Traditionally, the family played a role as a buffer, which support people
during economic hardship. However, the family now is less capable of doing so due to
the transformation of households, especially when the unemployed is the breadwinner of
the household. Government statistics in South Korea shows that the proportion of heads
of household among the unemployed rose sharply after the financial crisis, from 34.5 per
cent in 1997 to 43.6 per cent in 1998 (Shin, 2000: 91). In response to this situation, the
Government expanded its unemployment benefit and social assistance system in 1998
(Shin, 2000; Lee, 2002), which could be a good example for Taiwan, Hong Kong and

Singapore.

9.4 Limitations of this research and directions for future research
There are several limitations of this research, which leads to directions for future
research. Firstly, this research adopts a small-N approach for comparison, and includes
only three Chinese societies, Taiwan, Hong Kong and Singapore, into the analysis.
There are some other countries sharing similar social and economic backgrounds and
facing similar challenges with respect to population ageing, including China, Japan,
South Korea, Malaysia, and Thailand. Among them, Japan’s pension system has
defamilised older people’s income. The 1989 National Survey of Family Income and
Expenditure shows that social security pension benefits consisted of 78 per cent of older
people’s income (Takayama, 2002: 16). On the other hand, its pension scheme would
face a deficit in 2003 if reforms were not proceeded (Takayama, 2002: 16). Potential
financial insolvency of public pension scheme will also appear in South Korea by 2020
(Lee, 2002: 38). In China, due to its one-child policy and increasing early retirement, the
old age dependency ratio for the basic pension system (number of pensioners to number
of active contributors) has increased from 1:30 in 1987 to 1:3.5 in 2001 (Zhu, 2002: 42).

Radical pension reforms are urgent for these countries. More research focusing on these
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countries will be valuable for the understanding of their system, and for the management
of their future. In addition, research focus should extend from state benefit system to
‘welfare mix’, and bring the labour market and family into analysis to examine their

interactions and the impact of these interactions on older people’s living standards.

Second, this research focuses on state benefits and family support and does not pay
much attention to occupational and personal pensions. In fact, Singapore’s CPF scheme
and Hong Kong’s MPF scheme are both public and occupational schemes. There are
public schemes as they are mandatory and are managed or regulated by the state. They
can also be treated as occupational schemes as they only cover those who participate in
the labour market, and employees and their employers together share 100 per cent of the
contribution. However, there are substantial proportions of employed population
exempted from provident funds in Hong Kong (23 per cent in Hong Kong in December
2001) and Singapore as their employers are providing better retirement protection plans.
This exemption no doubt has enormous impact on the stratification of older people’s
income. On the other hand, future research should also pay more attention to incomes

from personal pension plans to see their impact on older people’s financial situation.

Third, in this research, analysis on de-familisation focuses only on older people’s
income source and does not include the respect of expenditure and the household
economy. The majority of older people in Taiwan, Hong Kong and Singapore still live
and share financial resources with their children. For older people in these countries,
changing their major income source from family support to state benefit does not
necessarily mean they no longer rely on their children to pay living expenses. Therefore,
it is important for future research to bring the household economy into analysis for

further understanding of the impact of social security on de-familisation.
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Fourth, due to the availability of empirical data, micro analysis in this research only
focuses on Taiwan. As Hong Kong and Singapore all adopted different type of schemes,
the situation in Taiwan cannot simply be genealised. In Singapore, the government has
conducted several nation-wide surveys on older people since the 1980s. However, these
data offer little help to understand trends and changes of older people’s financial
situation on micro level, as they are not collected as panel data. In Taiwan, the
government has conducted a series of surveys on older people’s situation since the 1980s.
However, longitudinal comparability of these data is doubtful, as methods of these
surveys are not consistent. As population ageing has become the most severe challenge
to social security in these countries, it is important for them to build up longitudinal data
sets based on strict and consistent methods to support more empirical research and

accumulate more knowledge 1in this field.
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