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How to reclaim jobs for locals

Inalecture on An Inclusive Society as Institute of Policy Studies (IPS)-Nathan Fellow, managing director of the Monetary Authority of
Singapore (MAS) Ravi Menon said Singapore has a choice: to remain a dual economy with high inequality, or to become a more
inclusive society with higher wages but also higher cost. Ifit chooses the latter, it needs to reclaim some jobs for locals, and
professionalise all jobs to raise wages across sectors, he said. This is an excerpt from his speech last Thursday.

RECLAIMING JOBS FORLOCALS

‘We need tobe more deliberatein
reducing the number of foreign
workersin domestic non-tradable

In his lecture,
MAS managing
director Ravi
Menon raises a
question: Should

i become a conscious career choice

rather thanafallback option. In
Australia, to become a plumber,
here are minimumrequirements,
nformal certification, licensing,

sectors and freeing up these jobs we not set a apprenticeship, and work

for Singaporeans. This cannot be goal: Make all experience. Maybe thereis

done in one step without creating jobs in somethingwe canlearn here.
large disruptions. Butifwe tighten : Singapore In fact, should we not set agoal:
theintake of low-skilled foreign professional. Make alljobs in Singapore
labourina determinedand This is not a professional. This is nota slogan.
progressive manner over afew slogan. To be Tobe professional means being
years, it would help drive professional qualified and practisingina
restructuring inthese industries, means being defined area of work, having
promote the adoption of qualified and expertise and acommitmentto
technology and increase practising in a hatarea of practice.
productivity, and help to sustain defined area of Should we not allaim to be
wage gains across a wider range of work, having professional in our work?

occupations.

Thereare about 620,000
resident workers in so-called
“blue-collar” jobs - that is, service
and sales workers, craftsmen,
operators and labourers, but

expertise and a
commitment to
that area of
practice. Should
we not all aim to
be professional

Professionalising the jobs of
plumbers, cleaners, gardenersand
otherskilledworkers will require a
change in the nature of these jobs.

We need toincrease the skills
content, leverage technology,

excluding clerical workers. The : in our work? mprove business processes, and
median wage of these occupations, PHOTO: INSTITUTE : raise the quality of output. The
including employer CPF, ranges ; OF POLICY cleaner of the future may be
from $1,500 to $2,350. Stripping STUDIES required to undertake basic

out foreign work permit holdersin
the construction, marine shipyard
and process sectorsaswellas
migrant domestic workers, there
are about 290,000 work permit
holdersin the rest of the economy
- amajority ofthem working in
similar “blue collar” jobs as the
620,000resident workers. Asa
rough estimate, oneout of three

low-wageservicejobsaretakenup i

by cheap foreign labour. This
cannot be good for localwages.
The demand for many domestic
serviceslike cleaning,
maintenance and cookingis

up if the number of foreign
workersis reduced. The increase
inwages, coupled with
improvements inwork conditions
andprospects for ameaningful
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i the median wage, in the UK and
i Australia they are paid 10 to 15 per
; centhigherthan the median wage.

Childcare workers are paid well

: belowthe medianinall four

i countries. This is somewhat

i strange given how much people

i everywherevalue their children.

Perhaps more strikingthanthe

i statistics are the real-life stories. A
: Singaporeanlady who wrote tome

maintenance, plumbing, changing
oflights, landscapingand provide
delivery services. This isalready
happening in London.

To professionalise all jobs, we
could start by dropping from our
vocabulary this category called
PMET - professional, managerial,
executive andtechnical jobs. If we
cannotabolish it, then at least drop
he“P” from the category: It
suggests otherjobs are not
professional.

We should question the premise
hat all Singaporeans should aim
otake up PMET jobs.Any
populationwould housea
distribution of skill sets, requiring
adiversity of pathways that can
eadto differenttypesof
excellence.

Tobeaninclusive society, we

career, should gradually attract 200 i aftermylastlecturerelated how must value social and vocational
Singaporeansinto these domestic : her fiend whoisadoctorin skillsas much as academic
services. : Medi : Londonworkingatthe NHS - ntelligence.
Thetransitionwillnodoubtbe  : Median wage edan wage : National Health Service - found In European countries, skilled
challenging. Firms whose business : 100 - 3| - - T S el v i thatthe Polish plumber fixing her rades provide a middle- class

modelsrely excessively on
low-cost labour will have to exit.
Theremay have tobe some
consolidation in these industries,
suchas retail and food and

i homeheating systemhad ahigher
i incomethanher;infact, he also

: went on bettervacations and was
i giving hervacationtips!

InAustralia, visiting relatives, 1

ifestyle for many workers; these
obs provide dignity and social
status.

‘Wemust dothe same in
Singapore. It isnot justa matter of

Carpenter Electrician Welder Vehicle Special Social work Nursing Childcare e _ i
beverage. mechanic education and professional worker : have seen how the electrician government policy, though policy
Itislikely that therewouldbe teacher counselling : drivestothe customer'shouseina : canplayarole.Itisa
local job losses in the initial phase. professional i car.Heiswell dressed, carrieswith : whole-of-country effort.

Moving from alow-wage

equilibrium, such asthe oneweare
innow, toahigh-wage equilibrium, :

suchas the onewe aspire to, is
alwaysatricky business.
Thereclaiming oflocaljobs
should extend beyond low-wage
workers to the broad middle as
well.I asked in my last lecture
whetherwe should consider
gradually raising the minimum
qualifying salary for S Pass holders
closertothe medianwage of
$4,500 from the current $2,500.
Thereason s this: S Pass holders
would be in mid-tier Associate
Professional and Technician
(APT)jobs. At $2,500 today, the
minimum qualifying salary for S
Pass holdersis still significantly

i sector has an elasticity of

¢ substitution of1.5, the highest

i amongservices industries. This

: means that if the wages of foreign

: workersin healthcare or education
: increaseby 10 per cent, the demand
; forlocalworkersas substitutes will
: increaseby 15 percent.

i technologically driven

i productivity growth but that does
: notmean that they cannot enjoy

! positivewage growth. Faster

: productivity growth in the

: tradablesectors,suchas

Not alljobs can benefit from

: costs, such as for healthcareand
: social services.

It may well be that the

i Government hastobeara larger

i fiscal burden tosupportsome of

: thesehigherwagesinthe

¢ non-tradable sectors. Thatin and
: ofitselfis nota reasonfor

: perpetuatinghigher foreign

: worker dependency and low

: wagesinthese sectors. It means

: thereare trade- offs that mustbe

: weighed carefully.

The key question for Singapore

i is: Dowewanta dual economy

also have favourable career
¢ development paths.

Let me highlight two categories

ofjobs: craftsmen and related
i trades, and health, educationand
: social workers.

Consider wagesin four

! craftsmen type occupations —

i carpenter, electrician, welderand
: vehicle mechanic. Let us compare
: the medianwages of these four

! opccupationsacross Singapore,

i Australia, the United States and

¢ the United Kingdom, relative to

i theirrespective estimated
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i inAustraliais more than 60 per

: cent above the national median.

goesabout his task professionally.
The median wage of an electrician

Income inequality is high

i because wages in many skilled

i “blue-collar” jobs in Singapore are
: lowrelative to the medianwage,

i compared toother countries.In

: Singapore, many of these

: professions are not well-paid or

: seenas promisingcareers: There is
i asocial stigma against manual

: work and a reliance onlow-wage

i foreignworkers to fill thesejobs.

One particular occupation that

we should pay early attention to is
: long-termcare providers. A 2018
i studybythe Lien Foundation on

Switzerland isa shining example
of what it takes. Atthe
question-and-answer session
following my last lecture, Chng Kai
Fong (Economic Development
Board managing director) and 1
discussed Switzerland. What s it
about Switzerland where every job
svalued and there is sucha
premium on quality? A Swiss
gentleman living in Singapore
wrote to me after hearing the
ecture.

Let me quote him: “Switzerland
has cultivated for decadesa
radition of formalised and
certificated vocational
raining/apprenticeships. There is
adiligently structured and
formalised training course for

lower than the mediangross : manufacturing and financial : withhigh inequality oramore : nationalmedianwages : long-term care manpower almost every occupation, from
income fromworkof APTs, which : services,implies faster wage i inclusive society with higher i (representedby thehorizontalline : benchmarked Singapore to four nurses to plumbers, from
is $4,150 (including employer : growthin those sectors. This : wagesbutalsohighercosts? The  : at100). : jurisdictionsin Asia - Australia, salespersons to gardeners, from

CPF).

Iam not suggesting that S Pass
workers should be drastically
curtailed. Many of themare
makingvaluable contributions to
our economy and society. How

lastyearifwe didnot have the
many nurses here on S Pass? But
when S Pass holdersareavailable
in such large numbers and paid
around 30 per centless thanlocals,
there are two possible effects.

One, localwagesarelikelybeing
depressed; and two, some of our
ITE andpolytechnic graduates are
probably being competed out of
thesejobs.

Why notpay S Passworkers
closer to thelocalmedian andlet
themarket settle the employment
profile? In some occupations, we
might seean increase in local
employment atbetterwages;in
otheroccupations, where
Singaporeansare unable or
unwilling to enter, we will continue
toemploy the S Pass holders.

The scope for reclaiming local
jobsat good wages is probably
quitesignificant in the education

i increasesdemand for

: non-tradableservicesinthe

: economy - suchas food and

: beverage, healthcare and wellness,
i recreationand entertainment -

: whichin turn means higher labour
couldwe have coped with Covid-19 :
; sectors and higherwages.

i Balassa-Samuelson effect - the

i mechanism throughwhich

: higherwages in the tradable

i sectorslead tohigher wagesin

: the non-tradable sectors as well.

: Asthe American economist

: Richard Baldwin puts it, the

: Balassa-Samuelson effect is one of
: the best forms of redistribution. It
; is market-driven.

i blunted the Balassa-Samuelson
: effect throughalarge foreign

¢ worker intake in the non-tradable
: sector.A strategy of tightening

: foreignlabour supply to reclaim
: local jobs willlikely have cost

: implications acrosssociety.If

: there is consolidation in the

i industry toachieve greater cost

: efficiencies, then it would not be
i inflationary.If thereare

demand inthese non-tradable

Economists call thisthe

Butin Singapore, we have

¢ Nordic countries have strictlimits
: onlow-wage foreignworkers,

: which have facilitated amore

: equitableincome distribution, low
: unemployment, and a sustained

: commitment to productivity and

i innovation.

IfSingapore wantstobe abit

Firms must reduce their reliance

: oncheap labour; citizens must be

: prepared topay moreforbetter

i quality services; and workers must
: beopentoa greatervariety ofjobs.

PROFESSIONALISING JOBS

! Thekeytounderstandingand

: beginningto address issues of

: incomeinequalityisto lookat

: differences in occupational wage

: —atasgranular and detailed alevel
i aspossible.

Why do many occupations in

non-tradable domestic services
: paysolittle in Singapore? Many of
i thesejobsarepaidless compared

InSingapore, carpentersand

i electriciansare paidonly50to55
i percentof our medianwage, while :
i these occupations are paidat100
i percentor more of the median

: wagein Australia, the USand UK.
i Ourwelders are paid better, at 70
: percentof the median wage, but
: morelike the Nordic countries, itis :
: notjust government policies that

{ would need to be adjusted but also
: the mindsetsofbusinesses,

: citizens and workers.

stilllowerthanin the other

: countries wherewelders are paid
i 85to125per centof the median
: wage.

Ourvehicle mechanics are paid

well, at 90 percent of the median
i wage, roughly similar to Australia
: andtheUS. Perhaps itisbecause

i our cars areso expensive and we

i take care of themsowell that we

i areprepared to pay our vehicle

: mechanics handsomely?

Letus nowlookat four

! occupationsin the healthcare,
i education and social services :
: sector - special educationteachers, :
: socialwork professionals, nurses
: and childcare workers.

Special education teachersare

i paidat 90 per cent of the median
i wagein Singapore, compared to
: 105to120per cent ofthe median
i wagein the other three countries.

: HongKong, Japan, Korea - allwith
: highincome, fast-ageing

populations.
According tothe report, despite

i concerted efforts to raise pay,

: redesignjobs, andimprove skills

i and productivity, the sector in

: Singapore seems afflicted by

i constant churn. There is heavy

: reliance on foreign workers: About
i 70percent of direct care workers

: inSingapore’s nursing homes,

i day-care centresand formal

: homecare settings are foreigners,

i compared to 32 per centin

: Australia, lessthan 10 per cent in

i Japan,and5 per cent inHong Kong
i and Korea.

Direct care worker salaries here

i arelower than the tax adjusted

i long-termcare compensationin
: the other four countries, where

: thesejobs enjoy ahigh status.

Some efforts are under way to

i raise thestatus of skilled workers
: indomestic non-tradable sectors.

Take forinstance, plumbers. A

i 10-year operation andtechnology
i road map hasbeendrawnupto

: prepare plumbing firms for the

: new economy. The Singapore

farmers toaccountants, from truck
drivers to bakers, from cooks to
dental assistants, from instrument
makers to hairdressers, from ski
nstructors to watchmakers and
office clerks. There are about 250
vocational trainings that are
certified by federal authorities.”

Another Swiss gentleman had
his tosay: “For non-white-collar
obs to receive theappropriate
recognition, it requires atriangular
relationship: apprentice-
company-customer. In Singapore,
he above described relationship
among worker-company-
customer seems to be missing.

“Instead of industry players in
he non-white-collar sectors
akingakeen interestto developa
skilled workforceand hence
raising the wages of the workers,
he Government is the party doing
he heavylifting. Itis telling that
heProgressiveWage Model hasto
be mandated.”

‘We must aim for a pervasive and
persistent professionalism: a
relentless quest for excellence in
every jobthroughout the work life.

and healthcare sectors. : productivity improvements ! toadvanced country norms. ¢ Socialworkprofessionalsare i Plumbing Society, theNational * Mr RaviMenon will deliver the
Thesearetwo sectorsthatIcited : throughtechnology, the cost :  Insome ofthese countries, : paidatcloseto95percentofthe  : TradesUnion Congressandseven ‘ourthand last lecture as IPS-Nathan
inmy last lecture as good : pass-throughwould be limited. : professionsthatarenot : median wage in Singapore, notfar : smalland medium-sized Fellow tomorrow from 4pm to 5.30 pm

candidates for becoming more
exportable. According to MAS
estimates, the health and education

{ matchedby higher productivity,
: then itwould translate into higher

But if the higher wagesare not

: traditionally considered
: white-collar jobs are well-paid
: relative to median wages. They

: from AustraliaandtheUS, whereit !
: iscloserto100 percent.

Nurses in Singapore are paid at
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enterprises have undertaken to

: transformthe sector.
Plumbing is skilled work; it must :

on Facebook Live. Details are onthe
nstitute of Policy Studies Facebook
page.



