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Abstract 

This paper aims to draw lessons that may help address issues of fragmentation in welfare systems in 
China and other countries. To do so it reviews how Japan, the Republic of Korea (ROK), and Taiwan, 
Province of China, established their welfare systems. In particular, it examines how they dealt with 
fragmentation in government provision of welfare benefits and social services in the areas of primary 
health care and medical insurance, compulsory education, social assistance and basic pension 
programmes.  

Research on these three East Asian cases shows that there are many similarities in their social policies 
in terms of the influence of the Second World War’s historical legacy on their welfare institutions, 
and how rapid industrialisation also affected the shape of these institutions. All three considered 
poverty an “economic structural problem”  to be solved through private employment rather than 
public assistance, and social policy was understood as both a short-term strategy to legitimise political 
power and as a pre-emptive measure to contain the problems of industrialisation. Also, while all three 
cases have been struggling with increasing inequality over the past two decades, they performed well 
in terms of poverty and inequality reduction up to the 1990s.  

Based on the analysis of these experiences, this paper challenges the assumption that a welfare state is 
a luxury that can only be built after reaching a certain level of economic development. It also notes 
that the content, nature and timing of public sector provision of different welfare services and transfer 
schemes are affected by the historical institutional infrastructures specific to each of the welfare 
schemes. Seen in this light, each scheme is distinct in terms of the actors, processes and institutions 
involved. The paper therefore questions the ability of the welfare regime approach to explain the 
development of welfare states in different countries and regions, as such an all-encompassing 
approach may well mask variations across the different sectors within a welfare state.  

The paper also points out that interactions among different welfare schemes may create structural 
isomorphism, in the sense that similar levels of integration/fragmentation can be observed across 
different welfare schemes in each country or region. While it is difficult to draw lessons on the 
sequencing of integration of fragmented welfare schemes, the experiences of ROK and Taiwan show 
that schemes which were financially unstable or internally unequal were the first to be integrated. 
However, fragmentation of welfare schemes does not necessarily preclude universal coverage. The 
two features can still be compatible when there is a set of institutions to create institutional 
complementarity and maximise synergies between fragmented welfare schemes.  

Last but not least, the role of government as a mediator and coordinator among different interests is 
key to welfare reform. It is complemented by private sector and civil society organisations, which also 
play a crucial role in the process, through improving welfare accessibility and translating public 
demand into policies. 

Ilcheong Yi is Research Coordinator at the United Nations Research Institute for Social Development 
(UNRISD) in Geneva, Switzerland. 

 





 
 

Introduction  

China’s fragmented social protection system, with its significant coverage gaps and high 
administrative costs, is not unique, considering advanced welfare states’ experiences in their early 
stages of welfare system development. For instance, many Scandinavian countries have had a number 
of insurance schemes for a vast range of occupationally differentiated social strata, which were 
diminished as welfare states expanded (Kangas and Palme 2005). However, a national unified system 
was not the automatic result of this expansion, but rather of consistent policy efforts to address the 
problems of fragmentation. These include conflicts and tension over who should get what, which tier 
of government should regulate and administer the system and who should bear the costs. These 
countries’ distinctive political, economic and social institutions identified and generated solutions to 
social problems, and shaped the diverse ways they phased out fragmented schemes and established a 
nationwide system. However, they are diverse in terms of their impact on poverty and inequality. 
Some are highly universal and egalitarian, while others are universal but stratified, as Esping-
Andersen (1990) describes with social democratic and conservative models. This observation 
immediately raises important questions for policymakers struggling with the problems of welfare 
provision’s fragmented systems, for example: what were the institutional features of these systems 
that overcame fragmentation in welfare provision? What were the key institutions facilitating the 
fragmented system’s transition into an integrated and coordinated system? How can a system be 
unified without sacrificing equality? 

To answer these questions, this chapter reviews and extracts lessons from the experiences of Japan, 
the Republic of Korea (ROK) and Taiwan, province of China in building up their welfare systems. In 
particular, it addresses how they dealt with fragmentation in state provision of welfare benefits and 
social services in the areas of primary health and medical insurance, compulsory education, and social 
assistance and basic pension programmes. Research on state provision of social benefits and services 
in these three East Asian countries or regions have found many similarities among their social policies. 
First, the historical legacies of the welfare provision systems, in particular in the areas of health and 
education established under Japanese imperialism, have had a significant influence on post-war 
welfare institutions. Second, the institutions, actors and processes of rapid industrialisation have 
affected the shape of welfare institutions. Third, poverty was considered an “economic structural 
problem” to be solved through private employment rather than public assistance, and social policy 
was understood as both a short-term strategy to legitimise political power and as a pre-emptive 
measure to contain the problems of industrialisation (Ku 1995; Kwon 1999; Manow 2001; Peng 2005; 
Yi 2007). Fourth, although all three cases have been struggling with increasing inequality over the last 
two decades (Chung 2014; Jones 2007; Vere 2005), until the 1990s they had performed well in terms 
of poverty and inequality reduction in various social and economic spheres, such as wage and income, 
education and health (Jacobs 2000; Kwon 2005). These three similar experiences provide good 
examples for those countries with rapid industrialisation facing the task of developing welfare systems 
to overcome fragmentation, and unifying their system of welfare provision in an equitable and 
sustainable way.  

The paper is structured as follows: it will explain the diverse types of fragmentation, and suggest an 
institutional complementarity approach as an analytical framework of those policies to unify systems. 
Then we move on to explain the experiences of three cases in the fields of primary health and medical 
insurance, compulsory education, social assistance and basic pension schemes. Based on the findings, 
we will suggest policy guidelines, particularly how to configure institutions for moving towards 
integrated, coordinated and equitable systems of welfare provision. 
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