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Many lines of defence needed
to keep inflation at bay

No single policy lever is sufficient to keep
costs down. A multi-pronged approach
involving the Government, citizens and

community is needed.

Terence Ho
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: heartland stores (“Hawkers, small
: retailers willlose out once CDC
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Amidrising inflation due towar,
the pandemic and supply chain
snarls, governments across the
world have to find ways and means
ofkeeping the cost of living
manageable for their citizens.

For Singapore, too, thisis
arguably the most pressing
near-term challenge.

Helping businesses and citizens
cope with rising costs requires a
multi-pronged approach, using
various policy levers in tandem,
while individuals and the

community must also do their part.

STRONG DOLLAR, CASH TRANSFERS

The first line of defence against
rising prices is monetary policy -
maintaining a strong Singapore
dollar to keep the lid onimported
inflation.

Nextare cash transfersand
subsidies to help citizens and
households with the costs of
essentials, including food, utilities
and public services.

Besides permanent subsidies for
healthcare, housing and other
public amenities, citizens have
received one-offincome tax
rebates and cash transfers.

Since last year, two tranches of
Community Development Council
(CDC) vouchers have been
distributed to all Singaporean
households to help with the cost of
living. This mode of assistance
may appear odd, since consumers
would enjoy greater flexibility
from direct cash transfers of
equivalent value.

Infact, CDCvouchersare likea
cash handoutas they can be used
for hawker food as wellas goods
andservicesat heartland stores -
which the vast majority of
Singaporeans would have
purchased anyway.

Thisisin contrast to the
SingapoRediscovers Vouchers,
which were meant tostimulate
domestic tourism demand to

: supermarkets”, ST Forum letter,
: May 18). However, the vouchers’
: impactonaggregate demand for
¢ heartland stores probably has

: roleinshifting existing demand
i towardsvendors in the scheme.

¢ million Budget 2022 Household

: Support Package includes

¢ additional utilities rebates and

: top-upsto child developmentand
: educationaccounts.

during the Covid-19 pandemic.
The decision to allow the 2023

will make them practically
quivalent to cash.

Some have commented that this
would erode the benefit to

eenmodest compared with their

The primary objective of the

i vouchers should be to help citizens
: with the cost of living, withany

benefit to heartland stores an
ddedbonus.
Besides CDC vouchers, the $560

This array of measures is aimed

¢ atblunting the sharp edge of
: inflation for consumers.

Singapore’s core inflation, which

i excludesthe cost of private
: transportand accommodation, hit
: 3.3per centin April, the highest in

overadecade.
With global fuel and commodity

! prices surging, the Monetary

i Authority of Singapore (MAS)

: projects that core inflation could
i peakat4 percent, and headline

: inflationat 5 per cent to 6 per cent, :

ater this year.

{ PUBLICPOLICY -
{ FOCUS ON AFFORDABILITY

fforts to manage supplyand

¢ demand, the impact of which is
: more likely to be felt over the
: mediumto longer term.

While Singapore isa price taker

: formany global commodities,
: thereis much the Governmentcan :

dotoinfluence the supplyand

Forinstance, a steady, adequate

: supply of residential and

¢ commercial land helps to keep

¢ housing prices and commercial

i rentsstable evenas demand flows

andebbs.

Diversification of imported food

i sources over time has increased
: Singapore’s resilience to

supply-induced price shocksin

: specific markets.

Itisalsoimportant to promote

¢ market competitionand protect
: consumersagainst

: anti-competitive business

: practices.

The provision of amenities and
services by public agencies hasa
direct bearing on the cost of living,

: with efficient public management
: translating into lower costs for

: I consumers.
¢ Athirdline of defenceagainst cost :

: ofliving pressures may be less
: obvious butjust as important —

On the demand side, reforms to

: healthcare insurance - includinga
: minimum co-payment of 5 per

cent for Integrated Shield plans -

¢ willhelpto manage healthcare
: consumption, and hence
: healthcare inflation.

Additional buyer’s stamp duties

: areamong the “macroprudential”

policy measures adopted by MAS

: torein insurging housing prices.
: demand ofgoodsandservices,and :
¢ hence costs.

Encouraging hybrid workplaces,

: including the flexibility to work

: fromhome, may also help workers
: save oncommuting costs atatime
: ofelevatedfuelprices. 3
. Goingastep further, affordability :
: should be elevated toa key

: objective inpublic policyand
: service delivery, witha deliberate
: effort to provide Singaporeanswith
: low-costoptions.
¢ Take food, for example. Hawker
: centres have beeninstrumental in
¢ keeping cooked food affordable in
i Singapore.
i Adecision was taken in2011to
i resume building hawker centres
: aftera26-year hiatus.
Subletting of hawker stalls,
: whichhaddriven uprents, was
: disallowed in 2012, while the
i minimum reserve rent was also
: abolished.
:  However,commercially
: operated coffee shops and
: foodcourtsaccount fora
: significant share of the market.
{ Lastmonth,itwasreported that
. over half of the stallholdersina
i ToaPayoh coffee shop decided not
: torenew their leasesafter the new
: management doubled the rent.
¢ Withimported food prices
: climbing, rental hikes will only
: exacerbate the cost pressures on
: cooked-food stallholders.
What could help going forward s
: toexpandand improve the social
: enterprise model for hawker
: centresand foodcourts.

i increasing demand for larger flats
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: asSingaporeans become more

: affluent. Still, having a good mix of
: flat types, including two- and

: three-roomunits, isimportant to
: give families more optionsin

: keeping with their financial

i circumstances.

With public amenities and

i services, service-level decisions
¢ canaffectaffordability without
i compromising the principle of

i costrecovery.

While service providersare not

¢ wrong to focus on customer

: experience, notallpublic services
: have tobe premium services if

¢ these translate into higher costs

¢ forthe public. Forinstance,

i non-air-conditioned hospital

: wards, classrooms and public buses :
i canhelp to save on energy costs,
i besidesbeing more

i environmentally friendly.

Some degree of creature comfort

: may be necessary to encourage

: commuters to choose public

: transport over cars and taxis, but

¢ optionssuchas cyclingand

¢ walking couldalso gain popularity
¢ ifmade more convenient and

: comfortable.

Affordable leisure optionsare

¢ important for Singapore tobean
Inpublic housing, there hasbeen :

inclusive home.
Public parks, beaches and

i playgrounds are free recreational
: spaces that can be enjoyed byall,
: while citizenshaveaccessto

¢ public museums and sports

: facilities at zero or nominal cost.

At the same time, these common

i spaces ought to be paired with

: affordable dining options. When
: the National Parks Board leases
¢ outpremises for food operators,
i forexample, it seeksa balance

: betweenrevenue maximisation
¢ and the provision ofaffordable

: food options to the public.

In taking various planning

¢ decisions, government agencies

: shouldkeepalaser focus on

: affordability, particularlyatatime
: wheninflation is rising.

Design thinking - often used to

: improve customer experience —

: may be auseful tool, by focusing on
: the daily needs and experiences of
: lower-income citizens.

This could entail mapping outa

i citizen'’sjourneyin performing

i daily tasks, and identifying

: suitable policy levers to ease costs
i and expand options.

CITIZENS MUST PLAY THEIR PART

: citizens can do to optimise their

While the Government has a key
role to play in managing the cost of
living, there is much, too, that

spending and finances.
The first stepis financial planning

: —toinsure against medicaland

: other contingencies, toavoid

: becoming financially overextended
: andtosetaside enough for

i long-term expenditure priorities.

Exercising prudence in

: spending, looking out for

: lower-costalternatives,

i conservingutilitiesand sharing

¢ resources within families and

: communitiesare among the many
: ways inwhich household budgets
i canbestretched.

On the revenue ledger,

: Singaporeans can seek ways to

: augmentemployment income

: with passive income streams and
: renew their skills for better

i earnings prospects.

Finally,communities can step up

tolendahelping hand to those in

need. Whether small business

: owners,social enterprises,

¢ volunteer groups or community

i andreligious organisations, all can
: playtheirpartinhelping the

: vulnerable to cope with financial

: stress. This will have the added

: benefit of building solidarity and

¢ strengthening bonds within

i society.
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