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Let s bite the bullet on
taxes and manpower rules

The pandemic may not be over yet, but
itis opportune to start building a more
sustainable fiscal system, social support
framework and workforce.

Terence Ho

For The Straits Times

Singaporeisstill emerging from
the Covid-19 pandemic, the
nation’sgreatest socialand
economic dislocation in the past
half-century. So it may not seem
the time to raise taxes or tighten
foreign worker policies.

However, Budget 2022 - to be
deliveredon Feb18 -isa timely
opportunity toset inmotion plans
for the country’s long-term future.

Notwithstanding the
tribulations of the past two years,
Singapore’s economy and labour
market have come through better
than expected. After contracting
by5.4 per centin 2020, the
economyrebounded by 7.2 per
cent last year, andisforecast to
expandby 3-5 per cent this year.

The incidence of retrenchment
in2020 waslower than during the
Sars outbreak and Global Financial
Crisis (GFC) 0f2008-09, while the
quarterlyresidentunemployment
rate remained below previous
crisis peaks in 2003 and 2009.

The resident employment rate,
meanwhile, has alreadyrisen
above pre-pandemic levels.

Now that economicrecoveryis
ona firmer footing, relief measures
should be targeted atjust the
worst-hit sectors suchasaviation
and tourism.,

Priority should go to building a
more resilient and sustainable

: fiscalsystem, social support
¢ framework and workforce.

Indoing so, the Government will

* needto carefully consider how to
i addressthe understandable

i concerns ofhouseholdsand

¢ businesses.

GSTAND CARBON TAXES - EASING
: THETRANSITION

i Keyannouncements expectedin
: Budget 2022 include details of the
. planned GST hike from 7to 9 per

¢ cent,and the trajectory of carbon
: taxincreases between 2024 and

i 2030.These are necessary moves
i for fiscaland environmental

i sustainability respectively.

The formerispart ofabroader

 efforttostrengthen the

: Government’s revenue base to

: fundgrowing operating expenses,
i particularly healthcare, as the

: population ages. The latter will

i give companiesastronger impetus
i toreduce emissions, helping

: Singapore to transition more

i quickly toalow-carbon economy.

Apotential spanner in the works

However, thereisurgency in

 rebuilding public finances within
¢ the current term of government.
: To contain inflation, the Monetary :
¢ Authority of Singapore hasalready :
* tightened monetary policy last :
: month, and could take further
i actionatits upcoming policy

¢ review in Aprilif needed.

On the timing of the GST

i increase,apossible middle ground

¢ would be to implement the hike in
© twosteps - perhaps ayearapart -
i rather thaninasingle bound. This
: would diffuse the impact on

. consumer and business

: confidence, takinginto

: consideration ongoing economic
. uncertaintyand therisk of

. inflationary expectations,

Forboth taxincreases,

i government support will be
¢ critical to ease the transition.

The impact of the carbon tax on

: industry can be offset by public

: grants for companies toinvestin
. energy efficiency andlow-carbon
i technologies. Lowerand

¢ middle-income households are

¢ likely to receive additionalutility
: rebatestohelp with higher
 electricityand gas prices.

Oneperception that needs

i addressingis that while revenue
i collectionis permanent and

: comprehensive, flow-backand

. offsets tobusinesses and

i householdsare often short-lived
: and contingent.

Soitisnotable that the

i Government will be enhancing the
¢ GSTVoucher scheme, a

: permanent GST offset package

: comprising cash, MediSave

. top-upsandutilities rebates for

i lower-income households.

Furthermore, the previously

: announced $6 billion Assurance
: i Package will offset the impact of
: istheriseininflation, propelledby :
: aconfluence of factors including

. globalsupply disruptions and

i robust demand. Some have called

i for the Government to defer the

i GSTincrease or exempt certain

* itemssoastoavoid adding to cost

i pressuresfaced by businesses and
. households.

the GST increase on lower- and

: middle-income households for10
: andfive yearsrespectively.

However, as Straits Times

¢ editor-at-large Han Fook Kwang
i pointed outinhisrecent

¢ commentary (ST, Feb6), offset

i measureswillneed tobe :
: comprehensive enough to coverall :
: affected groups, and flexible

¢ enough toadjust to changing

: circumstances. Without this, fiscal

resilience may come at the cost of
social resilience.

Strengthening the social support
: systemis among the Budget
: priorities outlined by Finance

: Minister Lawrence Wong.

Thiswould give Singaporeans

. greaterassurance to deal with

¢ life’suncertainties, especiallyin
. viewof economicvolatility and the :
: high cost of living ina global city.

Financial support for the

: unemployed has so far focused on
. theneedywho have little savings
and no other means of support.

However, ajoint National Trades

¢ Union CongressandSingapore

: National Employers Federation

: taskforce onprofessionals,

: managersand executives (PMEs)

. hasrecommended providing

: supplementary income reliefto

. those whoare willing but unable to
¢ findemployment.

Singapore is unlikely to go as far

i asthe Nordic countries in

. providinguniversal welfare

: support,as thisis typically

: financed by substantial taxes on

: themiddle class, which Singapore
¢ has tried to avoid.

Still, the growing aspiration for

: higher wages and stronger social
i supportwill lead to higher costs
: thatsocietywillhave to shoulder.

{ WEALTH TAXES - AMATTER OF
: EQUITY

For reasons of equity, the
. better-off will have to do their part.

Wealth taxes can help to temper

. inequality, particularly asasset

: priceshave soaredin Singapore

: andaround theworld. Prime

. Minister Lee Hsien Loong has said
: that the Government supports

. wealth taxesin principle, while

: noting that theyare not easyto

* implement.

So far, Singapore has focused on
taxing property rather than other

: forms of wealth, given the

. potential for tax avoidance and
. capitalflight. The Government
: could consider adjusting the

: existing framework of property
: : taxesand stamp duties, suchasby
STRENGTHENING SOCIAL SUPPORT makjng them more prggressive, or
: : introducing taxes on otherassets
: and transactions if ways can be

. found to mitigate the downside

: risks.
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Such taxes ought to target the

: highlyaffluent while minimising

. theincidence on the broad middle
: class, even if the amount of

: revenue that canberaised thisway :
: isconstrained by the comparative
: easewithwhich the rich can move
: capital from one countryto

: another.

Itis worth noting that fiscal

¢ sustainability requires both robust
: revenue streams as wellas
: efficient public spending.

The Singapore Government

. pridesitself on the latter, but itis
: still possible to do better,

: particularlyin managing

. expenditure onbig ticket items

i suchasinfrastructureand IT

: system development.

FOREIGN MANPOWER INTAKE
: SHOULD BESELECTIVEAND
: SUSTAINABLE

Changes to foreign manpower
: policies may also be on the cardsin
: Budget2022.

Comprising abouta third of

: Singapore’s workforce, foreigners
: across the skills spectrum playa
 criticalrolein sustaininga

i diversifiedand competitive

: economy.

However, their numbers cannot

: increaseindefinitely, evenas

: manpower demand grows and

: localworkforce growth tapers off.
: Relying too heavily on foreign

. workers also blunts incentives to

: improve productivity and develop
: thelocalworkforce, hamperingjob :
: and workforce transformation.

Restrictions on travel have seen

: foreign employmentplunge over
: thepast two years, but this can
. quicklyreverse as bordersreopen
: and economic growth picks up.

Itmay seeman odd time to

: prioritise policy tightening when
: many businesses are still crying
. out for manpower. However,

¢ theexperience of the past two

. decadessuggest the need toact
: pre-emptively,

Inthe four years between 2005

- and 2009, the number of

. foreignersin the population

: jumped by 57 per centasthe

: economyrecovered froma period
. of slow growthin the early 2000s.
. Thisresultedinaslew of policy

: measures to moderate the inflow
. of foreign workers, beginning in
: 2010. Despite yearly updates to

: foreign workerlevies, quotasand
¢ qualifying salaries, it took several
: years toreinin foreign worker

. growth,

AsSingapore emerges from the

i Covid-19 pandemic, there may
. wellbe another surgeinforeign
: manpower demand.

Socialand economic needs are

: fast expanding, and Singapore
¢ remains attractive asa business
: and talent hub forreasons of

: connectivity, stability and

liveability.
Greater effort tolocalise jobs will

: be critical for long-term workforce
. resilience. Soitis timely toupdate
: policies to ensure that the intake

. offoreign workersis sustainable

¢ and complements thelocal

: workforce.

The Government has already

: telegraphedin Parliamentary

: speecheslast year that updates to
¢ Employment Pass (EP) and S Pass
: policiesarein the works. This

. could mean using existing policy
i levers, orrefining the policy

¢ frameworkitself.

Apotentialchange tothe EP

: framework could entail adopting a
: points-based system, as suggested
: by the PME task force. This would
 allow other factorsbesides salary

: tobe takenintoaccountin

i determining EP eligibility, suchas
 the diversity ofa company’s

: workforce or whetheraworker

: possessesspecific skills thatare in
¢ shortsupply here.

There mayalso be merit in

i consideringa worker’syears of

: experience in Singapore, which

: would help firms retain

¢ long-serving employees who

: might otherwise be forced toleave
. assalary thresholds are

: periodically raised.

While a points-based system

© would enable greater selectivity of

EP holders, it should be keptas

: simple and transparentas

: possible. Otherwise, it could

. complicate companies’ workforce
: planningand reduce the ease of

: doingbusiness here.

Inupdating foreign manpower

. policies, the Government must

: continue to emphasise that

: Singapore is not turning insular, as
: remaining open to international

* talent, innovation and capital will

¢ be critical for the nation’s

: long-term competitiveness.

[t will take a judicious balance

: betweenaddressing immediate

: needsandlong-term priorities if

: Singaporeis tosucceed in building
: apost-pandemic future with

. confidence and solidarity. With so
: muchatstake, Budget2022is

: poisedto beawatershedin the

: mation’sprogress.
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