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7The Important rie Of meso-

polies in amelioratllgftMe
negative impact onl vuinerablé

groupS was brought Up et Mle

qoundtDbie. Wheress Mac=-

paf/dies Influence prin7SP/

Incarnes of the poorf mesd-

palc/Os - In particular tt

respect to taxation and public

axpenditure - May compensa te

for or aCCen tua te t/7e e ffe Cts of

MaCo-po/lCY, throug7 their

ini7uence on secondafY

incomes. Wl-dO5iU/7d meso-

pof/clos can, ta some extent,

pro tect Mhe poor (rom adverse

effects on theIrpjdrY Incomes

dudfng aconornic recessionS.

For example, if taxation o17

goods typlcRlly consumed by

lowr-ncof'TI grouPs (e.g.

staples, beer, tobacco) la

lncreased, the secoI7dafy

incarnes of these groupa W/f be

worsened. Meso-PoIcY choiceS

with respect to public

exp endîture can bo even more

important In pratectirig tho

po Th7ese cholces Ino/ude fthe

averali love/ of public

support from the international cornmunity, governments have at their

diîsposai Poliîcy choices that protect the poor and which rnaintain investinent

in social capital such as health and education. Canada can play a role in

supporting this kind of policy emphasis.

Put différently, the incidence of poverty will be affected by, arnong other

things, whether there is a worsening of income distribution in'affected

economies. The World Bank's projections show that even with zero growth

for the next three years, the incidence of poverty in Indonesia, Thailand,

Philippines and Malaysia would rise only slightly, to levels prevailing in

the mid-1i990s, if there is no change in inequality. However, if inequaiity

worsens, the rise in poverty couid be much higher. For example, a 10/o

worsening in inequaiity wouid cause poverty incidence to more than double,

from less than 7% in 1997 to almost 15% in 2000.1

A scenario of worsening income inequaiity, especialiy in Indonesia, is not

diff icuit to envisage, and the resultant increase in poverty would undo much

of the social progress of the last two decades. Such an abrupt reversai in

econom ic welfare would undermine even further the iegitimacy of political

and economic institutions that have played an important part of East Asia' s

economic success. The stakes are very high indeed. <2>

Tamar Manuelyan Atinç and Michael
t Grisir (Washington: The World Bank,

es sncf Socia Costs. What LeswuforkAia?
'Easr Asia:. The Unfinished Agenda,"

E the Asian Developmec Bank, Manila,

pocwy: o6ns and Chwce (London:

c h a e1ir Wio n, Eae st ia Ys SocilMOdd te*r


