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A shield for one and all
diShield Life is a part of the social compact among citizens, and between them
and the State, that all must bear in
mind. Comparable in social importance
to the Housing Board and Central Provident Fund schemes, its intention is to
draw all into the social safety net by
pooling risks, apportioning costs equitably and distributing benefits in a sustainable way.
This is not only humane but is also
necessary to preserve the fabric of Singapore society so that the needy, particularly if they are old and sick, do not find
themselves in the position of second-class citizens when it comes to
health care. Those who are obliged to
pay a little more by way of premiums, so

Should a
promising
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that those in need can pay a little less,
should see the scheme in this generous
light. The peace of mind that MediShield Life should bring to all is a contribution to, and reflection of, Singapore’s character as a nation. The market
simply produces or withholds benefits
without reference to personal need or social cohesion. A country that aspires to
be inclusive has to do more.
The critical need for an extended social contract in today’s Singapore makes
it necessary for all to contribute to the
success of the scheme. For example, to
offer adequate benefits, those who are
able must bear some of the costs of extending coverage to those at the bottom.
And for the distribution of benefits to

work, all its beneficiaries and service
providers must focus on what is essential and not get carried away by “buffet
consumption” impulses. Given advances
in medical technology, which come at a
price, over-consumption will lengthen
waiting times and lead to higher premiums.
Universal health coverage, if it is to
last, should go hand in hand with universal responsibilities. There’s the personal
responsibility to protect one’s health by
making good choices. There’s the family
responsibility to plan for health screenings to avoid incurring large hospital
bills later. And there’s the collective responsibility to promote health finance
literacy among all.
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HE report of the MediShield Life Review
Committee, which announces the schedule of premiums to go with the higher
benefits available under the national
health insurance scheme, comes on the
back of widespread public anticipation.
It is natural that Singaporeans will examine both benefits and premiums to see
how they fare individually. The Government has weighed in with hefty subsidies – $4 billion over the next five years.
Subsidies, whether permanent or transitional, are intended to keep premiums affordable for a scheme that will provide
better protection and coverage for all.
Even as they digest the ambitious
scheme’s details, citizens need to focus
on the scheme’s national purpose. Me-
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The answer depends on how employers recruit
and reward people. Paper credentials will
always matter, if employers favour them over
“deep skills”.

EYE ON
SINGAPORE
By SANDRA DAVIE
SENIOR EDUCATION CORRESPONDENT
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WO years ago, I met a
young graduate who
had obtained an English language and literature degree through a
private school here. Although she
had graduated with honours and
spoke good English, she couldn’t
even secure an interview when
she applied to do a post-graduate
teaching diploma at the National
Institute of Education.
Her degree wasn’t good
enough for the Ministry of Education. She was advised to try for a
position as an “allied educator”.
We were in touch again recently. She had been accepted into

several master’s programmes in
education overseas, including the
prestigious Columbia University
in the United States.
She wrote to me: “Despite
what the leaders tell us about second, third chances and valuing
skills not exam results, the employers, including the Government, still look at your results, including your O- and A-level results, even though you may have a
good honours degree from a good
university.
“The least they could have
done was grant me an interview.
At least I could have shown them
that I have the right aptitude and
skills.”
Another young woman told me
her story. She had a polytechnic
diploma in early childhood education. She proved to be a good
teacher and received yearly pay
rises and even won best teacher
awards. But after just four years,
she was told she could not expect
further increments as she does
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IT IS not unusual to hear complaints along the following lines:
“Why is the price of an iPhone on
Apple’s Singapore website much
higher than that on its Malaysian
website after adjusting for the
exchange rate?”
Singapore’s policymakers have
also shown a keen interest in the
subject in light of the cost-ofliving issues that Singaporeans
are facing.
For example, a joint study was
recently commissioned by the
Ministry of Trade and Industry
and the Monetary Authority of
Singapore to perform a price comparison of identical goods in different locations. The study looked at
the prices charged by three global
brands – Apple, Swedish furniture company Ikea and Spanish
clothing and accessories retailer
Zara – in 11 major cities around
the world. The results, released in
April this year, found that prices
in Singapore exceeded the median

national Student Assessment, a global benchmarking test
for 15-year-olds that Singapore
routinely aces, and which he is in
charge of. He also heads an adult
skills test called the Programme
for the International Assessment
of Adult Competencies (Piaac) run
by the OECD.
Piaac analyses the level and distribution of skills among adult
populations, and looks at whether
employers use the skills of workers well or if there is a mismatch.
Singapore is participating in
the second round of Piaac. Some
5,000 adults here from 16 to 65
years old will be assessed on literacy, mathematics and problemsolving skills. The results will be
out in 2016.
The first round last year tested
workers in 23 countries with the
results released in October. Japan
ranked first in skills level – in all
three fields. Finland was second
in average scores across the categories. American workers scored

below average.
Mr Schleicher brought up the
example of the US and Japan to
illustrate why it was important
that employers make optimal use
of workers’ skills.
The US had a low skills base,
yet a vibrant economy. Why was
this so?
Piaac researchers looked at the
evidence and surmised that the
American economy was exceptionally good at extracting value from
its workers, including talented foreigners who head to the US for further education and jobs.
“It is because the employers
there recognise their skills, know
how to use them and are willing
to pay them a premium for their
skills,” explained Mr Schleicher.
He added: “The reverse is true
for Japan, where rigid labour market arrangements prevent many
skilled individuals, notably women, from going into jobs where
their skills can be well used.”
Based on anecdotal evidence he

ASK: NUS ECONOMISTS

By GILBERT NEO and DAVIN CHOR
L Why is the same product often
priced differently in different
countries?

not have a degree.
Why do I raise these examples?
Because the job experiences of
these young people point to underlying problems in the way Singapore employers, including the
Government, recruit, recognise
and reward workers.
In school, students brim with
hope, and pick up skills and knowledge. In the workplace, or on its
threshold, their hopes are dashed
by employers who look for paper
credentials, not skills.
The cost is not just borne by
these young people in opportunities lost. It is borne by an entire
economy and society, in potential
never recognised and nurtured.
Don’t take it just from me.
Hear it from an expert who
knows Singapore well.
Mr Andreas Schleicher is education adviser to the Organisation
for Economic Cooperation and Development (OECD). He has followed Singapore’s good performance in the Programme for Inter-

Same product, different city, different price
across these locations for about
two-thirds of the items surveyed.
The report suggested several
potential causes. On the supply
side, operating costs differ across
locations, in terms of wages, rent
and transport costs. Moreover, in
smaller markets like Singapore, retailers may lack economies of
scale and thus cannot recover
their fixed costs as easily unless
they raise prices. On the demand
side, firms vary prices in response
to consumer tastes and the degree
of competition they encounter.
As part of research undertaken
for his undergraduate thesis, the
first author of this article collected the prices of 438 items sold by
Ikea, as reported in the company’s 2013/2014 online catalogues
for various markets. The study focused on the eight Asia-Pacific
economies in which Ikea has a
store presence. They were: Singapore, Malaysia, Thailand, Hong
Kong, Japan, China, Australia and

Taiwan. The prices were adjusted
to remove local sales taxes and
converted to euro currency units
for comparison.
Based on this data, the prices
of Ikea items were found to be
highest in Taiwan, Hong Kong
and Singapore. On average, they
were about 30 per cent higher
than in the country where Ikea
products were cheapest (China).
A layman’s explanation of this
might be that wages and rental
are higher in these places, and
this may be true. What we were interested to explore was whether
other economic variables played a
role to explain these price differences.
We found that among economic variables, the degree of competition faced by Ikea matters. The
study used data from Euromonitor, a London-based market intelligence firm. This included an indicator tracking the extent to which
Ikea was the market leader in the

places studied, as well as measures focusing on the degree to
which the market was concentrated in the hands of a few large
firms. These results show a relationship between Ikea’s pricing
and whether it is operating in a
competitive market: the more
competitive the market, the harder it is for Ikea to raise prices too
much, keeping prices low. This
was true even when we controlled
for wage and rent differences.
One implication of this finding
is that government policies designed to promote competition
may be an important means of ensuring low prices.
But such policies need to be implemented with care. In the case
of a small country such as Singapore, there needs to be a delicate
balance between encouraging
more competition in the consumer market, while ensuring that incumbent firms do not lose too
much in terms of the economies

of scale (which would cause their
operating costs to rise).
A second set of variables that
affects prices relates to barriers to
arbitrage. Arbitrage involves buying a product where it is cheap,
and selling it where it is dear, in
order to make a profit. The mere
fact that we observe differences in
the prices of Ikea products means
that there must be barriers preventing profitable arbitrage. Indeed, in our study, the greater the
physical distance of one of these
markets from Singapore, the
larger was the average price disparity in Ikea items compared to
Singapore.
This is consistent with the idea
that barriers to arbitrage are
larger when markets are farther
apart. This could be part of the
reason why price differences between say China and Singapore
are larger than that between Malaysia and Singapore.
There is, however, a lot more

gathered, he agrees with graduates here who complain that employers focus too much on grades
and academic credentials, using
them as a proxy for skills.
In Singapore, it is common for
government agencies and even private-sector employers to have different (and higher) pay scales for
graduates, and to vary pay according to applicants’ degree class.
But employers need to change
their mindsets. Except for professional jobs requiring specific qualifications (like doctors, lawyers or
architects), many other jobs these
days can be performed as well by
graduates and non-graduates.
Think of jobs in sales and marketing, tourism and event management: Surely skills, drive and aptitude are more vital to success
than whether an applicant scored
a string of As in term papers.
Employers should re-examine
the practice of paying non-graduates less, if they are performing
the same job as graduates. Instead, they should pay and promote based on job scope and performance.
Singapore needs to re-orientate itself from a society that
values paper credentials to one
that respects skills and expertise
in workers, and pays and promotes people with such skills accordingly.
The issue is on the mind of Education Minister Heng Swee Keat
too. Even as Singapore ramps up
tertiary education places, he has
stressed that young people need
to be persuaded to see the value of
developing “deep skills” in a
particular area of work instead of
being qualifications-focused.
Some employers agree. If a
polytechnic graduate in culinary
science has the makings of a top
chef, is he better off gaining further experience as a chef or heading immediately to a university to
study hotel management or business, asked one.
But students and parents are
practical. It is only when more employers, including the Government’s own agencies, start to
think likewise, that young people
will invest more in acquiring relevant skills, and not place too
much emphasis on credentials.
sandra@sph.com.sg

room for investigation. When we
control for gross domestic product per capita, which tends to be
positively correlated with wages,
for example, the conclusions regarding competition and barriers
to arbitrage hold true.
The existing studies have also
been limited to a small number of
countries and a handful of consumer industries. We would ideally like to have direct information
on the costs faced in each country, in order to get a more precise
picture of how such supply-side
pressures feed into local prices.
stopinion@sph.com.sg
The first writer is a graduating honours
student in economics and the second is
an associate economics professor, both
of the National University of Singapore.
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