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INTRODUCTION

Commentators and scholars ranging from classical liberals such as Milton Friedman to
social democrats such as Joseph Stiglitz have admired and praised Singapore’s record of
economic growth from 19635, when it achieved national sovereignty, to the present. The
remarkable growth in the standard of living of Singaporeans is well illustrated through a
comparison with the United States. In 2020, the real per capita Gross Domestic Product
(GDP) for Singapore (US$58,057) was virtually identical to the real per capita GDP of
the United States (US$58,190). By comparison, in 1961, Singapore’s real per capita GDP
(US$3,727) was only about 20 percent of the United States’ real per capita GDP that
year (US$19,271). In a wider comparison, in 2020 Singapore’s real per capita GDP was
substantially higher than Canada’s (US$43,258) and the United Kingdom’s (US$41,098)
and slightly higher than Australia’s (US$57,952).

While the historical real economic growth rates of other so-called Asian Tiger economies,
such as Hong Kong and Korea, are also impressive, Singapore’s economic growth per-
formance matches or exceeds theirs.! For example, while Singapore and Hong Kong had
virtually the same real per capita GDP in 1961, by 2020 Singapore’s real per capita GDP
was almost one-third higher than Hong Kong’s. While Korea’s real per capita GDP grew
slightly faster than Singapore’s from 1961 to 2020, Singapore’s average inflation rate was

substantially lower than Korea’s in that period.

The first and last chapters of this volume discuss possible explanations for Singapore’s eco-
nomic performance, as well as the singular political and social conditions that might make
Singapore’s economic experience unique. Relatively strong economic growth has always
been a public policy priority in Singapore. Successive governments have emphasized the
importance of growing the “economic pie” in order to broadly raise standards of living
rather than relying heavily on government transfer payments financed by high taxes on
economically successful individuals and companies. To be sure, the government’s focus
on economic growth has been criticized in recent years because it tolerates the economic
hardship suffered by lower income earners. Consequently the Singapore government has
increased funding for health care and other services targeted at lower income individuals
and families. Nevertheless, the size of government in Singapore as measured by public
spending or tax revenues as a share of GDP remains relatively small compared to devel-

oped OECD economies—and especially relative to the Scandinavian economies.

Singapore has strong institutions that are favourable to investment including an indepen-
dent judiciary, a legal system inherited from the British that protects property rights, and

a government bureaucracy that has an international reputation for its lack of corruption.
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Since its inception as a sovereign state, Singapore has been open to international trade
and international investment, and to immigration. Singapore’s openness to the interna-
tional economy has been a major source of competition for domestic producers, thereby
encouraging them to be very efficient. Its openness to inward foreign direct investment and
immigration has encouraged Singaporean companies to invest in physical and human cap-
ital which, in turn, largely underlies Singapore’s real economic growth. A well-educated
and hard-working labour force has been a particularly prominent contributor to Singa-
pore’s impressive record of economic growth. In this regard, the World Bank’s “Human
Capital Project,” which attempts to quantify the contribution of health and education to
future labour productivity, ranked Singapore first among 174 countries on this overall
metric in 2020.

An emphasis on individual self-reliance and a belief in the importance of economic incen-
tives are prominent features of Singapore’s political governance. The emphasis on individ-
ual self-reliance and a related concern that universal government programs to fund social
services will undermine that self-reliance help explain Singapore’s approach to funding
health care, education, employment insurance, and retirement that, while not unique to
Singapore, is an important feature that differentiates Singapore from most other countries.
The chapter on its income support system highlights how different Singapore’s system
is from that of most other industrialized countries because of the emphasis it places on

individual responsibility.

The main feature of Singapore’s income support system is the Central Provident Fund
(CPF), a compulsory program that requires workers and their employers to contribute
a given percentage of their gross income into personal savings accounts and allows con-
tributors a fair degree of autonomy over how they can use their savings. The savings
can be used to pay for housing, education, health care, unemployment assistance, and

retirement income.

Workers and their employers are both required to contribute to the employee’s CPF
accounts. Younger people deposit the majority of their contributions into accounts that
save for retirement. As the worker gets older, more money is allocated for medical care
(via MediSave accounts) to cover future health care costs. The CPF Ordinary Account
can be used to pay for housing, investment assets, life or mortgage insurance, and
educational training. There are constraints on both contributions and withdrawals,
including a limited number of investment options and the age at which one can with-

draw retirement funds.

The system has several beneficial features. One is that Singaporean pension payouts
depend almost exclusively on the amount of savings in the pensioner’s account. The
defined contribution design ensures that Singapore’s pension system is sustainable. The
system also allows individuals to top up their contribution or defer the start of retirement
payouts, thereby giving people more control over their savings lifecycles. To be sure, a
system of forced savings is not a system of voluntary savings. However, the forced savings

model ensures against moral hazard, i.e., individuals refusing to save voluntarily because
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they expect the government to fund their retirement, any unemployment spells they might

face, or their health care needs.

A criticism of the Singaporean model is that too many citizens fall through the cracks of
the welfare system and are not provided with a sufficient standard of living at retirement
or during periods of unemployment. While Singapore’s income support system is light
on universal welfare benefits and unemployment protection, there are programs outside
the CPF that provide financial assistance to eligible Singaporeans. These are targeted
at low-income families and individuals and tend to be more generous to those who are
working, e.g., ensuring that working parents are eligible for more childcare assistance
than are non-working parents. Singapore’s government has also added top-up provisions

to the CPF for low-income people.

Another criticism of the Singapore model is that while it provides flexibility in how savers
can invest, they must do so within the investment vehicles the CPF provides. The returns
to investments in riskier assets have been weighed down by administrative expenses and
transaction fees, so that there is a minimal difference between returns on riskier assets and
on government bonds. Perhaps in partial response to this situation, Singaporeans have
disproportionately invested in housing. For the average Singaporean the resulting allo-
cation of savings might be weighted too heavily towards real estate, but this is arguably

also the case for the average Canadian, Australian, or British family.

The fact that residual savings from contributions to CFP accounts to pay for health care,
education, and unemployment can be used to fund retirement and to leave as bequests
mitigates people’s incentives to use health care and related services more intensively and
perhaps unnecessarily than they otherwise would. One might therefore expect to see
evidence of relatively economical expenditures on social services such as health care and
education in Singapore, as well as more consistent employment of workers.? One obser-
vation that indirectly supports this latter inference is Singapore’s relatively low unem-
ployment rate compared to other wealthy countries. For example, Singapore’s average
annual unemployment rate from 1981 to 2019 was 2.74 percent. By comparison, Korea’s
average annual unemployment rate was 3.53 percent over the same period, while the rates

for Australia and the US were 6.80 and 6.17 percent, respectively.

Another relevant observation is Singapore’s relatively low rate of spending on health
care, which is a major government expense in all wealthy economies. In this regard,
of 29 OECD countries, Singapore ranks as the lowest health care spender as a per-
centage of GDP and 18™ out of the 29 countries for health care spending per capita.
After adjusting for age, Singapore continues to rank as the lowest health care spender
as a percentage of GDP, although it increases to rank 10" out of the 29 countries for
age-adjusted spending per capita. Private spending makes up a larger portion of overall
health care spending in Singapore than in most other OECD countries. Health care
expenditures in Singapore come from a combination of sources including a mandatory
basic insurance scheme paid from taxes, a government investment fund that serves as

a safety net for the poor, and MediSave personal savings accounts that are part of the
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CPE. Withdrawals for MediSave accounts can be used to pay for any medical expenses,

including care received in private hospitals.3

While comparing the performance of health care systems across political jurisdictions is
challenging given the variation in non-medical contributors to morbidity and mortality,
it must be acknowledged that Singapore is, at best, an average performer on various
performance measures including cancer survival rates. Furthermore, it is, if anything, a
below-average performer on the availability of health care resources such as the per capita
number of MRI and CT machines. Conversely, Singapore performs exceptionally well on

life expectancy at birth and health-adjusted life expectancy.

As is the case for all wealthy economies, Singapore has a mixed economy to a greater
or lesser extent in that government has had and continues to play a significant role in
market activities. In particular, the government has employed industrial policies to direct
Singapore’s economic development, including providing subsidies to private sector firms
for the purposes of upgrading technology and business processes, making government
investments in specific industries deemed important, and overseeing so-called govern-
ment-linked corporations (GLCs). The latter are akin to state-owned enterprises, except
in Singapore’s case GLCs are indirectly controlled through a sovereign wealth fund called

Temasek Holdings.

Industrial policy obviously involves government bureaucrats displacing decision-making
by private sector participants to some extent, which in Otteson’s (2023) continuum from
capitalism to socialism would move Singapore along the continuum away from capi-
talism and towards socialism.* However, the reality of industrial policy as practiced by
Singapore’s government is nuanced. Specifically, even though there are numerous GLCs
in Singapore, the government has always sought to maintain an element of market disci-
pline. To this end, GLCs are expected to provide commercial returns commensurate with
investment risk. Furthermore, they are not favoured with special privileges and hidden
subsidies. Concerns that GLCs were becoming too prominent a feature of Singapore’s
economy led to a privatization movement in the 1980s and 1990s, though the pace of

privatization has slowed considerably since then.

The use of market incentives is also a feature of public policy in Singapore—and not just
industrial policy. One prominent example is the use of road pricing. Another is housing
policy. The government supplies the market with most of the housing in Singapore,
and the government’s sovereign wealth fund is a large investor in domestic construction
companies. However, Singaporeans can be bona fide owners of property that they can
rent or resell. Yet another example is unemployment payments. Singapore’s Workfare
program seeks to encourage low-skilled individuals to find work and upgrade their skills.
It consists of an income supplement that tops up a low-wage worker’s monthly income,

but the supplement is unavailable to the unemployed.

Singapore’s economy has significant features that can be characterized as socialist. Never-

theless, even in sectors of the economy where government is a prominent direct or indirect
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participant, government policy promotes efficiency and includes incentives to encourage
managers and employees to produce goods and services of relatively high quality at compet-
itive prices. In this respect, Singapore is an outstanding example of how economic behaviour
can respond to the incentives of performance-based rewards and other institutional features

of a market system, even in government bureaucracies.

Notes

1 Taiwan is also considered an Asian Tiger, but economic data for it is not publicly
available.

2 Specifically, workers have a financial incentive to stay employed so that they do not need

to draw down their saving account to fund spells of unemployment.

Almost 40 percent of hospitals in Singapore operate on a for-profit basis.

4 See James Otteson (2023), An Introduction to Socialismvs. Capitalism, The Fraser Institute
<https://www.fraserinstitute.org/studies/an-introduction-to-socialism-vs-capitalism>.

(O8]
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CHAPTER 1

AN OVERVIEW OF SINGAPORE'S DEVELOPMENT
AND PUBLIC POLICIES

Bryan Cheang

Introduction

Singapore is a small city-state in Southeast Asia with a population of about 5.7 million (in
2019) that has undergone significant changes over the years. Founded in 1819 as a British
colony, it experienced more than a century of colonial rule that emphasized economic
openness. After a brief period under the Japanese occupation from 1942 to 1945, Singa-
pore started on a gradual process of self-government which took about two decades to
unfold. During that time, from 1963 to 1965, Singapore tried merging with Malaya—an
idea that ultimately proved to be unsuccessful. It finally achieved national sovereignty in

1965 when the Republic of Singapore was born.

Since then, Singapore would become one of the wealthiest countries in the world with
a global reputation for non-corrupt, effective, and efficient governance. Singapore now
stands as a global city-state with various international connections and with trade, capital,
and immigration flows that are among the highest in the world. It participates actively in
world affairs and is a member of the United Nations, the Association of Southeast Asian
Nations, the World Trade Organization, Asia-Pacific Economic Cooperation, and the
G20, amongst others ( Singapore, Ministry of Foreign Affairs, 2021).

Singapore boasts a strong economic record. Understandably, it has received worldwide
admiration from prominent organizations, scholars, and commentators. Admiration of
Singapore’s economic model has come from across the political spectrum including from
classical liberals such as Milton Friedman to social democrats such as Joseph Stiglitz.
While different voices stress different aspects of Singapore’s growth story, everyone is
united in understanding that something remarkable occurred within a short time span

and that Singapore offers crucial lessons for other developing nations.

Singapore has performed impressively over the years. As one of the four East Asian “tiger
economies,” Singapore’s rapid rise from third world to first world in a few decades is well
known. The World Bank’s World Development Indicators, which began documenting the
GDP of nations worldwide in 1960, show just how rapidly Singapore has developed since
its independence in 1964. Beginning with a GDP of $7.713 billion (all currencies in con-
stant 2010 US$), Singapore peaked at $338.646 billion in 2019, immediately before the
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Figure 1.1: Per Capita GDP in Singapore (in Constant 2010 USS)
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Source: World Bank (2021).

onset of the COVID-19 global pandemic (World Bank, 2021). This is an annual growth
of about 4.4 percent over 55 years, averaging about $6.017 billion a year. Similarly,
GDP per capita of $4,088 in 1965 reached $59,274 in 2019, an increase of about 1.45
percent, or about $1,005 billion per year (World Bank, 2021) (see figure 1.1). As of 2019,
Singapore ranked tenth in GDP per capita, behind countries like Monaco, Luxembourg,

Switzerland, and Denmark.

Economic growth in Singapore is not concentrated in the hands of the elite. From 2000
to 2019, the growth rate of the monthly income per household member was similar for
the median and first decile earner. The former grew by 137 percent while the latter grew
by 90 percent (World Bank, 2021) (see figure 1.2).

Figure 1.2: Monthly Household Income per Household Member (in Nominal SS)

750 3,000
700
650
600
550
500 2,000
450
400
350
300
250 1,000
200
150
100 —eo— Ist Decile —e— Median
50

2,500

1,500

500

QA
N

H
S N

S
N N

>
N4 q/@% S

& Q& S Q&
BN Q@%@‘b@@@\@\

S

Source: Singapore Department of Statistics (2021c).
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Singapore’s economic performance is by no means perfect, suggesting that other countries
should be cautious when drawing lessons from it. There are legitimate concerns about
its performance in productivity, innovation, and entrepreneurship. Singapore’s economic
policies have also been criticized for focusing too much on multi-national corporations
at the expense of home-grown firms and small enterprises, which may signal that its
industrial policy approach has limits. Its political system remains repressed and illiberal

and is in great need of reform.

Understanding Singapore’s economic policies

Singapore’s economic strategy has always relied heavily on interventionist industrial policy—
and continues to do so (Lim, 1993). In Singapore, industrial policy involves 1) government
subsidies to firms so they can upgrade their technology, human capital, and business pro-
cesses, 2) government investments in specific industries, 3) government provision of indus-
trial facilities to specific companies, and 4) maintaining government-linked corporations
(Chia, 2005). This naturally leads to questions about whether Singapore is a free-market

success story, or whether its success was largely brought about by government intervention.

To answer this definitively is beyond the scope of this chapter, but I provide tentative
reasons to be sceptical about government industrial policy playing a central role in Sin-
gapore’s development. First, while the Singapore government indeed supports develop-
ment with its industrial policy, the country had already achieved considerable economic
success during the British colonial era when such policies were not in place. Even before
it established the modern state apparatus of the People’s Action Party (PAP),! Singapore
was flourishing as a free port, with open markets and trade. This made Singapore one
of the most prosperous cities in the region, an achievement that preceded and occurred
before it developed and pursued its formal industrial policy. (One can only wonder how
much more progress Singapore would have achieved had the PAP government continued
this more market-led path.) Second, Singapore’s success is cause for reflection on what
economic development really means. While Singapore’s national incomes have grown at
a relatively high rate over the years (see figure 1.2), it has performed relatively poorly
on productivity, entrepreneurship, and innovation. This suggests that while its industrial
policy may have contributed to high income growth, it struggles with higher-quality
development (Cheang, 2022).2

Additionally, while the Singapore government has indeed used industrial policy heavily, it
cannot be the only contributor to Singapore’s economic success. Many other nations have
also employed industrial policies, to no avail. A fuller analysis of Singapore’s economic
success must also consider other factors that have all benefitted the country including its
favourable geographical location, the confluence of fortuitous circumstances in the post-
war period which saw the rise of multinational corporations and their capital investments,
and its decision to maintain (though not fully) the British structure of governance. To
credit Singapore’s economic position today as the simple product of government intrusion

into markets would be overly simplistic. Even though Singapore engaged in extensive
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state planning, such interventions co-existed with market elements as opposed to fully

suppressing markets as was the case of the former Soviet economies.

Without dismissing the significance of the existence of industrial policy and the benefits
it has brought to certain areas of Singapore’s economy, this chapter focuses on other
aspects of Singapore’s development, specifically the pro-market policies that the incum-
bent People’s Action Party has pursued over the years, a perspective that also warrants
consideration. Several themes stand out in Singapore’s history of promoting economic
development and each will be discussed in the following sections. First, Singapore inher-
ited modern institutions from the British, institutions that have presided over a relatively
tolerable administration of justice. Second, the Singapore government prioritized prag-
matic goals centred around economic growth, market efficiency, and self-reliance over

unrealistic socialist ideals.

Sound institutions

Singapore’s growth is not just a happy accident for a once-developing country. Its growth
has been sustained by a general commitment to a pro-market, pro-business, pro-compe-
tition environment. The World Economic Forum’s Global Competitiveness Index (GCI)
testifies to this. As of 2019, Singapore tops the GCI, besting even paragons of innovation
like the United States, the Netherlands, and Switzerland (Schwab, 2019: xiii). It has sus-
tained its impressive ranking over the years and is especially notable for how it bests G7

economies, as table 1.1 shows.

Table 1.1: World Economic Forum's Global Competitiveness Index Rankings, 2016-2019

Country 2019 2018 2017-2018 2016-2017
Singapore 1st 2nd 3rd 2nd
United States 2nd 1st 2nd 3rd
Japan 6th 5th 9th 8th
Germany 7th 3rd 5th 5th
United Kingdom 9th 8th 8th 7th
Canada 14th 12th 14th 15th
France 15th 17th 22nd 21st
Italy 30th 31st 43rd 44th

Sources: Schwab (2019: xiii), Schwab (2018: xi), Schwab (2017: ix), and Schwab (2016: xiii).

The index seeks to rate each country based on how close its economy is to the hypothet-
ical frontier of competitiveness, “an ideal state where an issue ceases to be a constraint
to productivity growth” (Schwab, 2019: 3). Under the latest methodology (used for the
2019 report), the index ranks each economy based on 12 indicators, each having equal

weight in determining a country’s final score. These indicators measure four components:
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the economy’s enabling environment, human capital, market conditions, and innovation
capability (Schwab, 2019: Appendix A). Respectively, these components generally mea-
sure the government’s capability and commitment to uphold the rule of law and prop-
erty rights; the health and quality of the workforce; the magnitude of competitiveness,
openness, and how great the incentives are for markets to operate; and the ability and

willingness of businesses to innovate.

Economists have singled out legal institutions and property rights protections as an espe-
cially important aspect of competitiveness (Norton, 1998; O’Driscoll and Hoskins, 2003;
Rodrik, Subramanian, and Trebbi, 2004). Singapore has consistently performed well on
this measure as evidenced by its performance on rule of law indices. In 2018, Political &
Economic Risk Consultancy Ltd. ranked Singapore first out of 16 countries for corrup-
tion, ranking above countries like the United States, Japan, and Hong Kong.? In 2019,
Singapore ranked in the 96 percentile for the rule of law in the World Bank’s Worldwide
Governance Indicators (2020b). In 2020, Singapore ranked twelfth out of 128 countries in
the World Justice Project’s Rule of Law Index. Transparency International (2020) ranked
Singapore third out of 180 countries in its Corruption Perception Index. Singapore ranked
first out of 178 countries in the Heritage Foundation’s Economic Freedom Index in 2021
and in the Fraser Institute’s Economic Freedom of the World report it has held second
place consistently for a number of years. Singapore also ranked fifth out of 114 global
financial centres in the Global Financial Centres Index (2021).*

Another indicator, the Ease of Doing Business Index, complements our insights by
focusing on the regulatory efficiency of an economy. Unlike the GCI, which takes a more
holistic look at economic competitiveness, the Ease of Doing Business Index focuses
more narrowly on how government policies facilitate the ease of creating and manag-
ing businesses, through indicators such as how many days it takes to start a business,
register property, or pay taxes (World Bank, 2020a: 79). On this indicator, Singapore
ranks very highly overall—first in 2016 before being overtaken by New Zealand. The
sub-indicators of the Ease of Doing Business Index also reveal much. Testament to
its efficient legal system, Singapore is first in “enforcing contracts” in the latest 2019
ranking (World Bank, 2020a).

Singapore’s high rankings on these indices are no coincidence. They reflect the Singapore
government’s deliberate efforts to position the country as an attractive and conducive
place for doing business. These efforts are based on the belief that the institutional
environment must be one that protects property rights, including intellectual property,
and one that respects the rule of law and contractual obligations. This is best reflected
in a keynote speech by former Minister of Trade and Industry Chan Chun Sing when
he declared to European Union delegates that “while we continue to strengthen... exter-
nal linkages, domestically, we are also ensuring that Singapore remains a conducive
place for doing business. Our pro-business policies, sound legal and regulatory system,
and robust intellectual property protections provide certainty to businesses and foster
innovation. These are important attributes of our competitiveness, which we take very
seriously” (Chan, 2018).
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Caveats are in order. The existence of these institutions and Singapore’s high rankings
by no means suggest that Singapore is a minimal-intervention state. In fact, some of
these indices may obscure deeper and more complex forms of state intervention into
Singapore’s economy (Cheang, 2022). Indices in general can also be misleading if used
uncritically (Muller, 2018). But the point here is that Singapore is genuinely committed
to using market forces, immeasurably more so than socialist regimes where market forces

are actively suppressed.

The British legacy

Many scholars point to Singapore’s government policies as the main contributing factors
to its economic success (Lim, 1993; Huff, 1995). This view focuses on the heavy indus-
trialization, the pro-active government support of multinationals, and the training of the
local workforce that the Singapore state pursues (Low, 1998). This view is not wrong, but
is only part of the larger story. An equally important aspect of Singapore’s development
comes from its colonial history, which saw it inheriting modern institutions and experi-

encing trade-led economic growth.

A former British colony, Singapore inherited an enviable set of institutions even before
it became independent. In the early years of its self-government (1945-19635), prior to
its achieving full independence, Singapore was already a thriving commercial hub with
all the institutions and infrastructure needed to support a thriving economy (Lim, 2016:
2). In fact, Singapore owes such a great debt to the advantages bequeathed to it by its
colonial masters that “even iconic Singapore social policies like Housing Development
Board (HDB) public housing... and Central Provident Fund (CPF) savings for retirement...
and its unusual currency board system... had their origins in colonial-era policies and
institutions” (Lim, 2016: 2).

Lee Soo-Ann (2016) detailed the history of Singapore’s development under the British,
explaining the confluence of events that underlie Singapore’s rich inheritance. As she notes,
Stamford Raffles “discovered” Singapore in 1819 and subsequently insisted that it be a
vanguard of Adam Smith’s free trade imperative to resist the mercantilism prevalent in that
era, i.e., that it be a trading port without tariffs. At the time, Singapore had a very small
population of a few hundred people and Raffles pursued a policy of the free movement
of labour, accepting any migrant who would come. This policy not only made Singapore
viable as a trading port, but made it a popular one; its free trade regime attracted traders,

making it a hub for the spice trade (Cheang, 2022).

Prominent Singapore historian Constance Mary Turnbull has recognized Sir Stamford’s
classical liberalism. Turnbull wrote that Raffles “reflected the most advanced radical, intel-
lectual, and humanitarian thinking of his day. The type of society he aspired to establish
in Singapore was in many ways ahead of contemporary England or India... he established
in Singapore a free port following the principles of Adam Smith and laissez-faire at a time

when Britain was still a protectionist country” (2009: 50).
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Apart from Stamford Raffles, the other early British leaders of colonial Singapore, such
as William Farquhar and John Crawfurd, also strongly emphasized free trade. The latter,
who Raffles himself appointed, continued the tariff-free status of the port and even abol-
ished port charges, anchorages, and other shipping-related fees (Turnbull, 2009: ch. 1).
Their allegiance to free trade was also coupled with a belief in open immigration. British
leaders welcomed the throngs of immigrants from nearby China and India, all of whom
flocked to Singapore in search of economic gain. Prominent local historians Ernest Chew
and Edwin Lee have documented and acknowledged this twin combination of free trade

and open immigration:

It [Singapore] succeeded because it was an island enclave of uninhibited
private enterprise, open to all races, without any religious or linguistic
qualifications. It was also a free port. Except for a short interlude at
Penang between 1786 and 1801, the idea of permitting trade without
simultaneously taxing it was virtually unknown in the East at this time.
Trade in ports under Western colonial rule were either subject to monop-
olies or higher duties and all kinds of restrictions, while the ports, great
and small, under local rule were heavily taxed and were often subjected
to all forms of exactions imposed at the whims and fancies of their
rulers. Trade sometimes seemed to be tolerated rather than encouraged.
Free port status, which attracted both Asian and Western traders, was
one of the principal reasons for Singapore’s rapid success. (Chew and
Lee, 1991: 47)

Regional developments also enhanced Singapore’s position as a free port. Due to problems
in India at the time, Singapore and the new colonies of Britain in Southeast Asia took on
greater significance and became known as the Straits Settlements with their own indepen-
dent jurisdiction. Moreover, as a thriving trading port in a strategic location, Singapore
was seen as the key colony of the Straits Settlements, and the new governing body focused
on it over the others. It was during this period that the European demand for spice fell,
and Singapore began to depend on trade in tin, rubber, and oil for its revenue. Singapore
acted as a “staple” port, where rather than domestically producing these goods, it acted
as a hub through which regional companies and countries exchanged these goods (Huff,
1997). At the turn of the twentieth century the domestic production of rubber became
significant, a process which also saw the growth of prominent Chinese rubber industrial-
ists and banking services (see Yong, Gonzalo, and Mar, 2014 for an example). The export
of tin and rubber also led to advances in shipping and insurance services in Singapore,
and the land on which tin was mined and rubber trees were grown required business
management as well. These developments made Singapore a business and financial hub

in addition to a trading one.

Because Singapore was a popular business and trading hub, multiple currencies flowed
through it, which made the values of gold and silver volatile. Consequently, the British
introduced a currency system that could be exchanged for the British pound, integrating

Singapore into the economy of the expansive British Empire. Moreover, the new currency
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enabled capital to flow relatively easily between Britain itself and Singapore. The stability
of the currency, a key feature of healthy market economies, allowed Chinese banks to
emerge to serve the Chinese business community, which was especially beneficial because
of the language barrier between the British and the Chinese and further enhanced Singa-

pore’s role as a financial hub.

All these developments were reinstituted in Singapore in the years following the Japanese
occupation. For two decades, from 1945 to 1965 when it achieved full independence, Sin-
gapore customized and adopted British institutions and practices. They included building
a local civil service based on the British model and a Westminster electoral system. The
economic practice of free trade and open immigration continued, except that this time,
the local Chinese business community became more prominent than ever, with Chinese
banks, companies, and business leaders contributing a greater share of national income
(Visscher, 2007).

Hence, even before Singapore achieved national independence in 1965 it was on firm
financial ground because it had inherited Britain’s institutions and long legacy of economic

openness.

A tolerable administration of justice

One Adam Smith’s key insights is not just his emphasis on small government, but on
government that is non-corrupt. This is an important reminder to market liberals, who
often praise the virtues of the free market but neglect to emphasize the institutional pre-
requisites needed to make it work. In fact, a “tolerable administration of justice” is one
of the few aspects Smith believed was essential to “carry a state to the highest degree of
opulence” (from a 1755 lecture in Stewart (1794), section IV, para 25).

The emphasis on “administration” is one of the keys to understanding Singapore’s eco-
nomic success. Over the years, it has sought to establish a non-corrupt, competent public
administration based on the rule of law. While the existence of public administration itself
may be anathema to some classical liberals, a state cannot escape some administration if is
to exist in a polity. What is essential is ensuring that this administration is well designed,
market-friendly, and conforms to the rule of law. And even though Singapore’s public
administration is not libertarian, it still features a competent civil service, has a reputation

for non-corrupt governance, and its policy design recognizes market principles.

Non-corrupt governance

Singapore boasts one the world’s best ratings for low levels of corruption. The Transpar-
ency International (TI) Corruption Perceptions Index (CPI) 2020 has ranked Singapore
the third least corrupt country out of 180 countries, with an enviable score of 85. Nota-
bly, Singapore is the only Asian country consistently ranked in the top 10. The strong
anti-corruption nature of Singapore’s governance can be historically traced to the PAP

government.
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When the PAP government assumed office in 1959, then Prime Minister Lee Kuan Yew
expressed his resolute commitment to corruption-free governance: “The PAP government
set out to have a clean administration. We were sickened by the greed, corruption, and
decadence of many Asian leaders... who let their societies slide backward” (Lee, 2000).
This unwavering anti-corruption objective was deeply embedded in PAP’s mission and
inspired its bureaucrats to be clad in white shirts and white pants “to symbolize the purity
and honesty we stood for... [which] was what the people expected” (Lee, 2000). High
moral principles and non-corrupt, effective government became the motto and modus

operandi of the PAP government.

The PAP government has taken every opportunity to root out corruption. One example is
Singapore’s reliance on competitive market pricing which has obviated the economic rents
that come with lucrative monopolies, concessions, licenses, or import permits. Rent-seek-
ing was rife under President Marcos of the Philippines and President Suharto of Indonesia,
giving rise to corruption in those countries. In contrast, Singapore limits bureaucratic dis-
cretion by publishing clear and specific guidelines, and recruits and promotes civil servants

based on merit, thereby eliminating any favour or preference towards any individual.

Additionally, the PAP government holds itself accountable for every dollar it spends.
Unlike in many other countries, there is no drain on the budget from loss-making public
enterprises or from general subsidies on items such as petroleum products, electricity
consumption, or food products. Notably, the government’s interest payment on public
debt is quite low. It has no external debt. Its domestic debt is limited to government
securities issued in the domestic capital markets and the Central Provident Fund under-
takes limited borrowing for reinvestment purposes (Ghesquiere, 2007: 53). Singapore’s
financial prudence and fiscal discipline have inspired public confidence, reinforcing the

PAP’s commitment to transparent and accountable governance.

Highly competent civil service

A 2015 World Bank report ranked Singapore as the world’s best for government effec-
tiveness. Singapore’s civil service became the envy of the world, with Hong Kong Chief
Executive Carrie Lam later suggesting that it was worthy of emulation in that jurisdiction
(Today Online, 2017). Notably, the civil service has proven its effectiveness in many cri-
ses, including the 2003 SARS outbreak and various worldwide recessions. Meritocratic
principles govern the recruitment and promotion of highly qualified civil servants. The
PAP government believes that the problems that plague modern societies are technical
and complex, and that effective policymaking requires the best minds and specialized
knowledge (Chong, 2007: 954). By attracting the most qualified people to the civil service,

ministries and statutory boards perform highly efficiently and competently.

Furthermore, the remuneration for civil servants is competitive with the private sector
and the state avoids the wage compression of the salary scale that is typical elsewhere
(Quah, 2010). Attractive remuneration keeps the civil service lean and ensures that civil

servants are sufficiently motivated to perform well. Further, there is also no strain on the
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government budget from overstaffing. Over time, the country’s civil servants have devel-

oped an ingrained sense of pragmatism and public-spiritedness.

Pragmatism, growth and efficiency

Key to understanding Singapore’s economic success is its commitment to economic
growth, which to our contemporary sensibilities may seem like an obvious priority but

was very radical in post-war Southeast Asia.

Pursuing economic growth was not always an obvious policy choice in a region that
heavily emphasized economic nationalism and even communism. At the end of World War
II, numerous countries in Southeast Asia, of which Singapore is a part, began a process
of decolonization, which saw numerous socialist and nationalist politicians gain power.
This process was also accompanied, unfortunately, by an anti-Western outlook, which
saw foreign capital, trade relationships, and multinational corporations as expressions
of neo-colonialism (Owen, 2000). In their effort to decolonize, Southeast Asian nations

also rejected integration with the Western economic world.

Singapore chose a different path. Knowing it had to connect with the foreign and Western
world for its very survival, it embarked on a pragmatic path of economic growth. While
the choice of policies was not always classically liberal in form, they shared a modern

outlook and a preference for economic growth that classical liberals would endorse.

Economic openness

At a time when other newly-independent Asian nations were choosing economic nation-
alism, Singapore decided to be pragmatic, focusing on economic openness instead. A
critical juncture in Singapore’s economic history occurred just prior to its independence
in 1965 when it sought the advice of Dutch economist Albert Winsemius. In 1961 Win-
semius’ recommendations, called The Winsemius Report, were presented to then Prime
Minister Lee Kuan Yew. The report emphasized a path of economic growth based on the
continuation of economic openness, and investment into industry and human capital. Spe-
cifically, Winsemius also urged the government to form a non-political agency to manage
Singapore’s industrialization. The Singapore government was galvanized into action and
established the Economic Development Board (EDB) that very year.

As the pilot agency, the EDB was responsible for promoting and attracting foreign
investment to Singapore, which was crucial for it to maintain its economic openness.
One of its earliest achievements was convincing Texas Instruments to build manufactur-
ing facilities in Singapore in 1968. After that landmark investment, other multi-national
corporations gained confidence and followed suit—National Semiconductor, Hewlett
Packard, and General Electric, to name a few, also invested in manufacturing facilities
in Singapore. Through tax breaks and other incentives, EDB influenced technology
company Seagate to choose Singapore over Hong Kong and South Korea for its facil-
ities in 1982. The EDB’s competency was and remains an important institutional link
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that has supported the range of economic policies aimed at attracting multi-national

corporations to Singapore (Schein, 1996).

Unlike the prevailing economic advice at the time for newly independent nations to impose
tariffs on imports and regulations on foreign firms, Winsemius’s unwavering insistence
that Singapore become a free-trade state was crucial to its eventual success. He also
advised the government to sell Singapore-manufactured products to countries like the
US, Europe, and Australia. Winsemius felt that “strong ties with the West were import-
ant to get access to their booming markets” (Lee, 2000). Winsemius’ outward-looking,
export-oriented strategy boosted Singapore’s progress where conventional protectionist
prescriptions, like tariffs and business regulations, would have “stalled economic growth

and increased poverty in many developing countries” (Li, 2017).

Singapore’s economic openness is well-known. This is illustrated by its substantial trade
volume, especially when expressed as a percentage of its GDP (see table 1.2). Significantly,
Singapore’s openness is not merely a function of trade in goods and services, but also its

favourable stance towards inward foreign direct investment.

Equity through growth

Many countries, especially those with a social democratic orientation, strongly empha-
size the principle of equity, and pursue policies such as progressive taxation, heavy
income and wealth redistribution, and generous social spending. The Singapore gov-
ernment rejected such proposals on pragmatic grounds, believing that they would harm
economic growth and encourage perverse incentives. Lee Kuan Yew had one specific
example that he liked to cite: that medicines would be wasted if they were given out free
of charge by a welfare state (Haseltine, 2013). The rejection of universal entitlements
and European welfare states is a key factor explaining Singapore’s high growth rates

and economic record.

Table 1.2: Singapore's Trade Volumes, 1990-2020

2020 2010 2000 1990
Singapore Export Volume 567,948.2 510,544.9 267,115.3 99,028.5
(in millions of nominal S$)
Singapore Import volume 438,745.1 424,323.6 239,938.0 102,065.8
(in millions of nominal S$)
Trade volume as % of GDP 320.6% 369.7% 364.4% 344.3%
Foreign Direct Investment in (2019) 19122723 665113.4 191452.5 NA
Singapore (in millions of nominal S$)
FDI in Singapore as % of GDP (2019) 374.4% 203.4% 115.6% NA

Source: Calculated by author from Singapore Department of Statistics (2021a), Department of Statistics (2021b), and World Bank (2021).
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The rejection of a welfare state does not mean that the Singapore government does not
care about its people. Rather, it strongly believes that the best way to help the least-well
off is not by reallocating shares of a fixed pie, but rather to grow the economic pie for
all (Choy and Cheang, 2021: ch. 6). This conviction explains why the Singapore gov-
ernment cares less about inequality and more about income mobility, a lesson that other
countries should learn. The current prime minister remarked recently: “if the economy
was stagnant, it doesn’t mean everybody’s going to be happy, and it may be equally
unequal,” adding also that “if I can get another 10 billionaires to move to Singapore
and set up their base here, my Gini coefficient will get worse but I think Singaporeans
will be better off, because they will bring in business, bring in opportunities, open new
doors and create new jobs, and I think that is the attitude with which we must approach
this problem” (Ng, 2013).

Equity is not dismissed but is pursued through an emphasis on economic growth. This is,
in turn, is accompanied by a pragmatic appreciation of market incentives in the delivery
of social services, best exemplified through the “Many Helping Hands” approach, which
has been the guiding philosophy behind Singapore’s social policy since the early 1990s
(Singapore, 1999). The Many Helping Hands (MHH) approach emphasizes mutual help,
reciprocity, and social capital (Ang, 20135). It starts with the premise that individuals are
primarily responsible for themselves, but also that the family should be the first line of
support. If individual and family support are inadequate, the community and various
voluntary organizations should play a key role in social welfare. State welfare should be

the last, not the first, source of social assistance (Mehta, 2006).

MHH has led to a polycentric, network-like structure of social provision in Singapore
where various agencies and organizations play a role in supporting the disadvantaged,
with the state being the overall coordinator of the system rather than bearing the full
financial weight of social provision (Ong, 2010). Singapore’s social sector has a variety
of stakeholders including more than 400 voluntary welfare organizations and grant-mak-
ing foundations. In keeping with the concept of decentralization, even the government
bodies that provide social assistance are divided into multiple levels of authority, i.e., five
different Community Development Councils across Singapore promoting philanthropy
and community volunteerism, more than 43 Family Service Centres that specifically serve
families in need, and 24 Social Service Offices that administer targeted social assistance
in specific localities (Sim, Ghoh, Loh, and Chiu, 2015). Thus, Singapore’s social policy
is guided by a nuanced set of principles that not only stress individual self-responsibility,
but also reliance on mutual aid through community organizations. This is translated

institutionally as a decentralized network of social service organizations.

One important lesson to which other countries should pay attention is Singapore’s judi-
cious combination of pragmatism, economic growth, and equity. Social provision is pres-
ent, but it never overwhelms individual self-reliance and community-based mutual aid.
In those cases where government must provide social services, it never dismisses market

efficiency but, rather, appreciates it.
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Market efficiency

As mentioned earlier, the government has indeed used industrial policy, and govern-
ment-linked corporations (GLCs) have played an extensive role in that area. GLCs have
been active in key sectors such as manufacturing, finance, trade, transportation, shipbuild-
ing, and services (Mauzy and Milne, 2002: ch. 6). GLCs are akin to what we understand
as state-owned enterprises, except that in Singapore they are indirectly controlled by the
government through a sovereign wealth fund called Temasek Holdings. The government,
through Temasek, makes extensive use of GLCs to carry out business and economic activ-
ities in the private sector and thereby retains an indirect influence over the economy. From
the outset the government has proactively invested in industries that it deems important or
those that were seen to be “sunrise” industries (Tan and Bhaskaran, 2016: 53). That such
entities exist suggests that Singapore is not a minimal state in the way classical liberals

envision. The reality is far more complex (Cheang, 2022).

Even though Singapore has numerous GLCs, the government has nonetheless always
sought to maintain an element of market discipline. In fact, the very structure of the
GLCs was designed to mimic private enterprises. According to the government, GLCs
operate as fully for-profit commercial entities on the same basis as private sector compa-
nies; they are expected to provide commercial returns commensurate with the risks they
take (Ramirez and Tan, 2003: §). Additionally, the government has repeatedly made it
clear that GLCs will not be favoured “with special privileges or hidden subsidies,” and
that they are “expected to compete on a level playing field,” just like any other company
in the private sector (Singapore, Ministry of Finance, 2002). Significantly, in the 1980s
and 1990s, the Singapore government pursued a privatization drive following concerns
that GLCs were starting to become too extensive. In 1987, a Public Sector Divestment
Committee (PSDC) report recommended that as many GLCs as practicable should be
privatized. The PSDC examined 99 GLCs and recommended 15 for public listing, 9 for
further privatization, and 17 for total privatization. It also recommended that 4 statutory

boards be studied for privatization (Low, 1991).

The result of such efficiency initiatives is mixed, and further research is required to
fully assess them. One problem is that the privatization drive, while commendable, did
not go as far as it should have. Linda Low notes the slow process of handing over the
functions of these bodies to the private sector: “the privatization programme is slow
and cautious, suggesting the government’s reluctance to surrender complete control of
macroeconomic policies and targets” (1993: 176). The continued presence of the GLCs
arguably also crowds out small- and medium-sized enterprises, which because of their
presence have less space to operate. There is thus a continued need for the Singapore
government to move away from its traditional reliance on large foreign multinational
companies and government-linked corporations to embrace indigenous entrepreneurship

(Cheang, 2022).

Despite limited success in rolling back the presence of GLCs, what is much clearer is
that market incentives are being used in specific areas of policymaking such as health
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care, education, transportation, and housing. The fact that Singapore performs well
in these areas and incorporates market forces suggests that other countries should pay
attention. The adoption of specific market-based policy tools in discrete policy areas
is much more feasible than a wholesale adoption of the entire Singapore model, which

may not be as easy.

Public policy particularly makes considerable use of market incentives. Singapore is
famously the first nation in the world to have adopted road pricing, an innovative model
that allows it to limit congestion effectively. More significant is its housing policy, which
has enabled Singaporeans to enjoy one of the highest rates of homeownership (over 85
percent) in the world, a great achievement considering the problems of access to affordable

housing in many Western countries.

Housing policy provides an interesting case study. It should be noted at the outset that
most housing in Singapore is provided by the state, and more than two thirds of Singa-
poreans live in government apartments. There is also state regulation of land, housing
supply, ethnic compositions in government apartments, zoning, as well as the provision
of subsidies for the least well off (Heng, 2016). Some have also said that housing in Sin-
gapore is inextricably linked to the maintenance of political authoritarianism (Tremewan,
2016). While this is true, the state does not suppress market forces, but rather “works
with them” in a hybrid manner. Thus, the strong hand of government in Singapore’s
housing coincides with a large role for markets and the private sector. First and most
significantly, government apartments in Singapore can be resold on the market subject
to certain limitations. Singaporeans are bona fide owners or renters. This is in contrast

to Hong Kong, where occupants of social housing do not enjoy full ownership rights and
Figure 1.3: Rate of Home Ownership in Singapore, 2011-2020
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thus have lower incentives to care for, improve, and enhance the asset value of their homes
(Wong, 2015, ch. 5). So even though the Singapore state holds a monopoly on land (land
was forcibly acquired in the country’s early years and housing is largely state provided),
Singaporeans nonetheless hold considerable property rights in their homes. This in turn
means that residents benefit from the rising asset value of their homes and have a stake

in the country’s economic growth.

Building houses is one thing; doing so efficiently and at high quality is another. Singapore
has largely done both. The government frequently sells land to private developers and
engages in private-public partnerships, even in the construction of new housing estates.
This Government Land Sales program has “provided the private sector with viable busi-
ness opportunities to develop residential, commercial, recreational, and office buildings
in prime locations,” which has an impact on the people, who “benefit from the improved
built environment and increased employment opportunities” (Centre for Liveable Cities
2017: 21). In construction and urban development private firms abound. Many new
apartments built today are of better quality than those built some years ago due to the use
of prefabrication technology, which the private sector developed after the state decided
to withdraw itself from this area (Phang, 2018: 44).

These are important insights. Egalitarians, socialists, and left-liberals typically believe
in the importance of goals such as universal access to essential goods like health care,
education, and housing. While this is praiseworthy, the challenge is to achieve such
goals without sacrificing efficiency. For all of Singapore’s social engineering and exten-
sive planning, it nonetheless injects market efficiency into its policy designs, which
enables the country to have one of the highest homeownership rates in the world, a
world-class education system, and effective health care, often at a lower cost than in

other high-income countries.

Work over welfare

Singapore’s economic record is connected to a unique approach to social policy. In con-
trast to European welfare states, Singapore has always eschewed universal entitlements
on the basis that they are counterproductive and even harmful. It has always prioritized
economic growth over the redistribution of wealth and incomes. It prioritizes economic
growth based on the belief that a growing economy provides economic opportunities for
all, including the least well-off. This is not to say that the Singapore state does not provide
any social assistance, but rather that its approach to doing so is guided by a pro-growth
orientation and a larger culture of individual responsibility, a belief that is not only held
by political elites, but by the populace at large. The design of various social assistance
schemes has always been done with the view that individuals should never be discouraged
from being gainfully employed and that government assistance should never be the sole
and first source of help. Therefore, even though social assistance exists in Singapore, its
underlying design is distinctive in a world where universal entitlements and expansive

welfare states are the norm.
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Statistically, Singapore has exercised fiscal prudence when it comes to social assistance.
The country has kept total government spending at relatively low levels, below 15 percent
of GDP on average recently, which is down from 25 percent in the 1980s and 20 percent
in the late 1990s. This contrasts with total government expenditures in OECD countries
regularly exceeding 40 percent of GDP (Abeysinghe, 2015). Crucially, social spending in
Singapore has consistently hovered around 6.4 percent of GDP (Abeysinghe, 2015: 45)
compared to approximately 20 percent in EU countries.

Key to understanding Singapore’s social policy and its associated institutions is its central
conviction that universal welfare provision is harmful. The personal values of founding
father Lee Kuan Yew continue to cast a long shadow and are best captured by his personal
observations of Western welfare systems:

Watching the ever-increasing costs of the welfare state in Britain and Sweden, we decided
to avoid this debilitating system. We noted by the 1970s that when governments under-
took primary responsibility for the basic duties of the head of a family, the drive in people
weakened. Welfare undermined self-reliance. People did not have to work for their fam-
ilies” well-being. The handout became a way of life. The downward spiral was relentless
as motivation and productivity went down. People lost the drive to achieve because they
paid too much in taxes. They became dependent on the state for their basic needs. (Lee,
2000: 104)

Lee Kuan Yew and the Singapore government did not criticize the welfare state merely
out of a populist desire to differentiate Singapore from its colonial predecessor. These
denunciations were based on the belief that individual initiative should be preserved. In
a famous 2004 speech directed at British delegates at a conference, Lee observed that
“cradle-to-grave welfarism had blunted the ambition of many budding entrepreneurs.
Worse, high personal taxes dampened the desire of many to achieve wealth and success”
(Lee, 2004, January 8). Lee envisioned a society where the desire to help the poor should
not blunt the achievements of enterprising individuals and where the path-dependent

harms of a welfare state could be avoided:

We have used to advantage what Britain left behind: the English lan-
guage, the legal system, parliamentary government, and impartial admin-
istration. However, we have studiously avoided the practices of welfare
state. We saw how a great people reduced themselves to mediocrity by
levelling down. The less enterprising and less hardworking cannot be
made equal simply by cutting down the achievements of the enterpris-
ing and the striving. And we have seen how difficult it is to dismantle a
system of subsidized living once people get accustomed to a government
providing for them. (Lee 1985/2013: 138).

The centrality of work is not mere rhetoric in Singapore but is reflected in many of its
key social policies. One of the most striking examples is encapsulated in the name of a
key piece of the transfer payment scheme: Workfare. Motivated by the belief that transfer
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payments should not be overly generous, workfare payments are conditional on the
individual being employed, and for those who struggle to do so, on their taking skills
upgrading.

While in typical social policies the focus of welfare seeks to provide temporary relief for
the unemployed or the least well off, workfare—with the emphasis on work—seeks to
encourage low-skilled workers to find work and to upgrade themselves in order to increase
their earning power. It has two components. The first is an income supplement that tops
up a low-wage worker’s monthly income, a supplement that is unavailable to the unem-
ployed (Singapore, 2023). The second component, Workfare Skills Support, encourages
low-wage workers to undertake training by providing them with training allowances for

selected courses and a cash reward for completing training.

Central Provident Fund

A cornerstone of Singapore’s social welfare system is the Central Provident Fund (CPF)
scheme, essentially a compulsory forced savings scheme that workers and employers
must pay into regularly. While it started simply as a pension scheme, it has incorporated

innovations that have made it an exemplar for other countries to follow.

Origins of CPF

An understanding of CPF is incomplete without a review of its origins, which also sheds
light on the emphasis on fiscal responsibility to which subsequent governments of Singa-
pore have adhered closely. At a time when welfare states were on the rise, the Singapore

government preferred a fully funded model to ensure scarce funds would not be wasted
(Chia, 2016).

In the early 1950s, most of Singapore’s labour force did not have access to social wel-
fare and either depended on their children or their savings for retirement. The colonial
government realized the dire need for retirement funds in view of the abysmal socioeco-
nomic conditions. In 1951, the colonial government commissioned a team headed by
ES. McFadzean to examine the “desirability and practicality of ensuring the payment to
wage earners the benefit of retirements” (Retirement Benefits Commission, 1952: 10).
From the onset of McFadzean’s investigation, two types of social security systems were
considered: a provident fund (a defined contribution system) or a social pension (a defined
benefit system). The latter was deemed more desirable as it could provide regular monthly
cash payments to members within a full year of operation. It also allowed for risk-pool-
ing which the World Health Organization (WHO) defines as “the management of large
financial resources so large that unpredictable individual financial risks become predict-
able and are distributed among all members of the pool” (World Health Organization,
2010). Unlike the central provident system where there is a one-to-one correspondence
between individual contributions and benefits, risk pooling provides financially strapped
households with financial protection.
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After careful consideration of the merits and attendant concerns, the commission
favoured a retirement pension scheme, i.e., a defined benefit system. The proposed
pension system would provide standard monthly lump sum payments independent of
workers” wages. However, the British colonial government rejected the pension proposal
and adopted the provident fund framework. In the Central Provident system a mem-
ber’s benefits equalled his or her contributions plus interest accrued, whereas a pension
fund involved some pooling and inequity (Low and Aw, 1997). The chosen framework
was congruous with the Employees’ Provident Fund implemented four years earlier in
Malaya. However, it was more likely favoured because the colonial government did not
want to use scarce public revenues earmarked for social services such as housing and
health care for pensions. The self-funding principle relieved the colonial government
from its financial responsibility of ensuring these old-age provisions. This turned out

to be an “abiding blessing” for Singapore (Low and Aw, 1997: viiii).

An important turning point was the fact that the People’s Action Party (PAP), newly
elected in 1959, strongly emphasized the conservative principle of self-reliance which
started to filter into various aspects of policymaking. In fact, the PAP’s rise in the polit-
ical environment of the 1950s shifted the climate of opinion towards an acceptance of
the fully funded model. In Singapore’s early years, then Minister Rajaratnam (1982)
memorably warned Singapore against adopting the European welfare state model:

One consequence (of a welfare state approach) would have been that we would over
the years have conditioned people to adopt a philosophy of life which will, as has
happened in many countries, inevitably bring about their morel, political and eco-
nomic decline. Once people believe that the government will provide everything then
they lose the faculty of self-reliance, of personal initiative and of learning to do things
for themselves. And most important of all people lose a quality essential to keep a
community together — the impulse to work not just for oneself but also for the bet-
terment of one’s fellowmen. In a society where helping one’s fellow men is made the
sole responsibility of government then there is no obligation or incentive for ordinary
citizens to help others. They get into the habit of just looking after their own welfare.
(Rajaratnam, 1982)

How it works

Legislated in 19535, the Central Provident Fund (CPF) was designed to provide post-retire-
ment security through a fully funded compulsory savings system. In the beginning, work-
ers contributed 5 percent of their wages, with employers matching those contributions.
These would then have supposedly provided for a modest retirement income years later.
After independence in 1965, the Singapore government expanded the scheme by raising
the combined mandatory contribution rates from the original 10 percent to a peak of 50

percent during 1984-835, before lowering them again.

Table 1.3 lists the percentage that employers and employees contributed to the fund
between 1955 and 1986.
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Table 1.3: Employer and Employee Contribution Rates to Singapore's Central Provident Fund,
1955-1986 (%)

Year Employer Employee Total | Year Employer Employee Total
Jul 1955 5 5 10 Jul1979 20.5 16.5 37
Sep 1958 6.5 6.5 13 Jul 1980 20.5 18 38.5
Jan1970 8 8 16 Jul1981 20.5 22 425
Jan 1971 10 10 20 Jul 1982 22 23 45
Jul1972 14 10 24 Jul 1983 23 23 46
Jul1973 15 11 26 Jul 1984 25 25 50
Jul1974 15 15 30 Jul 1985 25 25 50
Jul1977 155 155 31 Apr 1986 10 25 35
Jul 1978 16.5 16.5 33

Source: Chia, 2016: 24

The CPF is a fully funded mandatory system to which working Singaporeans and their
employers make regular and monthly contributions to the respective accounts. An individ-
ual’s CPF account is broken down into three different sub-accounts, each with a different
function. For the purpose of accumulating retirement savings, monies are left in the Special
Account (SA). Medisave (MA) is earmarked for health care expenses and can be used for
a select number of medical scenarios, surgeries, and treatments. The third and unique
aspect of the CPF is the Ordinary Account (OA), from which funds can be withdrawn,
within certain limits, for pre-retirement uses—the most common being to defray the cost
of housing. Thus, the CPF system is not merely a pension plan ensuring that individuals
can retire comfortably, but also acts as a savings account to help individuals defray critical

expenditures in health care and housing.

Singapore’s innovation was the way it funded social services and infrastructure construc-
tion. Several important national policies have been tied to the CPF system. By allowing
working Singaporeans to draw on a portion of their accounts before retirement for sanc-
tioned purposes including mortgage payments, medical care, and even investment in a
variety of approved financial instruments under the CPF Investment Scheme, the CPF
integrates various policy areas. By doing so, the CPF also connects the various pillars of

Singapore’s social safety net: asset building, home ownership, health care, employment,
and education (Sim, Ghoh, Loh, and Chiu, 2015: 3).

What's unique about CPF?

The achievements of the CPF system are not accidental and flow from certain design
principles that other nations should consider. There are several key features to note. First,
because it is a fully funded pension scheme, CPF funds are not financed from current

income, which enables the government to keep the population’s tax burden reasonably
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low. Since the CPF premium payments are not considered a tax but rather as the individ-
ual’s personal savings, there will be less of a labour market distortion than would be the
case with typical income taxes and therefore greater labour force participation (Kune,
2001: 421). The CPF’s structure also means that Singapore can avoid the politics of redis-
tribution that typically accompany pay-as-you-go systems. Second, the CPF’s mandatory
nature involves an element of state paternalism—it assumes that state intervention is
needed to ensure every individual has sufficient savings lest reckless consumption occurs.
Third and importantly, by also tying the funds to housing and health care, the CPF
provides a strong incentive for individuals to save and accumulate funds in the hopes of

improving their health and housing options.

By maintaining a healthy CPF balance, individuals will be able to fund their own medical
expenses and support their family members to get an education and pay for their health
care expenses. Health care particularly is an area where self-responsibility is emphasized.
In fact, there is a double emphasis on self-responsibility in that area. First, there are signif-
icant out-of-pocket health care expenses that individuals must pay for themselves. Second,
a portion of the expenses may be funded by Medisave, which is part of an individual’s
accumulated CPF savings. The introduction of Medisave, which at the time was an inno-
vative health savings account, was done with the conscious aim of getting individuals to

take greater responsibility for their own health rather than leaving it to society at large:

We want to teach the people that the government is not a rich uncle. You
get what you pay for. We are moving in the direction of making people
pay for everything. As part of this policy, we recently introduced the
Medisave programme. We want to disabuse people of the notion that in
a good society the rich must pay for the poor. We want to reduce welfare
to the minimum, restricted only to those who are handicapped or old.
To the others we offer equal opportunities, and it is up to them what
they make of it. Everybody can be rich if they try hard. In fact, we are
even thinking of reducing income tax, as a substantial part of the taxes
go for welfare. (Vasil, 1984: 168)

Clearly the principle of individual self-responsibility is at the heart of Singapore’s CPF
scheme and of its social welfare policymaking more generally. From the get-go, Singa-
pore’s leaders wanted to ensure that citizens were reliant on themselves primary for their
own well-being and for their life choices around education, housing, and health care.

According to Singapore’s founding father Lee Kuan Yew:

The CPF has made for a different society. People who have substantial
savings and assets have a different attitude to life. They are more con-
scious of their strength and take responsibility for themselves and their
families. They are not attracted to the “buffet syndrome” where, after
paying a health insurance premium, you consume as much in medical

investigations and procedures as you or your doctor can think of. (Lee,
2000: 105)
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Conclusion

One should exercise caution when learning from the Singapore case. Due to the com-
plexities involved, it would be difficult to copy Singapore’s model of governance whole-
sale, nor should anyone wish to do so. Rather, the wiser path would be to draw discrete
lessons from specific policy areas where Singapore has done well. On this note, what is
worth learning from Singapore’s history is the way it adapted British institutions and
emphasized pragmatism, efficiency, and growth over unrealistic socialist ideals. These
factors are not exhaustive or sufficient on their own for stellar economic development,
but their underlying theory is worth understanding. Singapore’s policymaking does not
always conform to classical liberal principles but in the areas where it does converge with
the market, liberal norms are striking and worth noting. This is clearly seen in the way
Singapore’s social policy has been designed with the over-riding principle of self-respon-
sibility in mind; this model has achieved positive outcomes in education, housing, and
health care—and at a low cost.

Singapore’s political economy does not always adhere to consistent principles. The exis-
tence of market-based policies, the emphasis on the rule of law, and individual self-re-
sponsibility in social policy all co-exist simultaneously with pro-active government inter-
vention through industrial policy. The Central Provident Fund itself is often considered
a paradox: while it encourages self-responsibility, it does so through state paternalism.
Whether Singapore is truly a free-market economy given the disconnect between its statist
and market elements, and whether its system can be easily transplanted elsewhere will be

discussed in the concluding chapter.

Notes

1  The People’s Action Party (PAP) was the founding political party of independent Singa-
pore and has remained the ruling party ever since.

2 There are various explanations for Singapore’s economic growth and a later chapter in

this volume explores the role of capital accumulation.

A higher value denotes less corruption.

4 The GFClI looks at 143 factors grouped into five categories (business environment, human
capital, infrastructure, financial sector development, and reputation), that cumulatively
measure the extent to which a country is attractive to investors and financial institutions
(Z/Yen and China Development Institute, 2021).

(O8]
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CHAPTER 2

SINGAPORE’'S ECONOMIC PERFORMANCE

Steven Globerman

Introduction

Singapore is known as one of the four Asian Tigers (Hong Kong, South Korea, Taiwan,
and Singapore). These four countries have enjoyed remarkably rapid economic growth
over the past half-century, such that they are considered models for economic develop-
ment.! While the economic growth processes and government policies have differed over
time across the Tigers, all have enjoyed remarkable economic success, as is detailed in

this chapter, although the main focus of the chapter is Singapore’s economic experience.

The remarkable growth of the standard of living of Singaporeans is illustrated by the
statistics. In 2020, the real Gross Domestic Product (GDP) per capita for Singapore
(US$58,057) was virtually identical to the real GDP per capita of the United States
(US$58,190).2 By comparison, Singapore’s real GDP per capita in 1961 (US$3,777
USD) was only about 20 percent of the United States’ real GDP per capita in that year
(US$19,271). Indeed, Singapore’s GDP per capita in 2020 was higher than those of any
of the other Asian Tigers.?

Figure 2.1 reports real GDP per capita figures for Singapore and comparator countries
including the US and the OECD countries as a whole.* While Singapore started the
period (1961) with a real GDP per capita well below those of the US, Australia, and the
OECD, it had a higher real per capita GDP than Australia and the OECD by the end of
the period (2020), and was virtually tied with the US, Singapore also started out with a
lower real GDP per capita than Hong Kong’s, but ended the period with a substantially
higher real GDP per capita. The data reported in Figure 2.1 provide additional evidence
of the noteworthy increase in the standard of living of Singaporeans.

In the remainder of this chapter, we shall discuss Singapore’s economic performance across a
variety of macro-economic measures over time and compare Singapore’s performance with
those of several other Asia-Pacific countries, as well as the US. Attempting to link Singapore’s
relative economic performance to public policies is beyond the scope of this chapter and
is covered in other chapters in this volume. In particular, the introductory chapter to this
volume discusses in detail Singaporean government economic policies since the city-state

became independent. The introductory chapter makes it clear that government industrial
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Figure 2.1: GDP per capita (constant US$2015), 1961 and 2020
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Sources: Author's calculations from World Bank data, https://data.worldbank.org/indicator/SP.POP.TOTL; and https://data.worldbank.org/
indicator/NY.GDP.MKTP.KD

policy was a significant feature of Singapore’s economic development, in contrast to the
minimalist government intervention into the economy in Hong Kong.* However, while
Singapore has never been a model of laissez-faire capitalism, it has been and continues to be
a model of a political regime that provides strong protection of private property rights and
openness to foreign investment. This, in turn, has encouraged substantial rates of investment
in physical and human capital, which is a foundation of economic growth. Indeed, while
the economic growth of other Asian countries has also been driven by capital accumulation,

Singapore’s rate of capital accumulation has been especially noteworthy.

Real GDP growth

Arguably, the single most referenced measure of changes in real living standards is
the growth of real GDP. The latter represents the inflation-adjusted value of goods
and services produced in the domestic economy. Since the various inputs used in the
production of goods and services are paid for the value of the outputs they create, the
growth of real GDP approximates the growth of the real income earned by domestic
factors of production. Faster growth of real GDP is therefore associated with faster

growth of inflation adjusted income.”

Table 2.1 reports the growth of GDP in constant 2010 US dollars for each decade spanning
the years 1961 through 2020 for Singapore and the comparator Asia-Pacific countries,
including two of the other three Asian Tigers, Hong Kong and Korea. The growth rates
reported for each decade are simply the percentage change between the beginning-year and
end-year values for each sub-period. Table 2.1 also reports the average decadal growth

rate in real GDP over the entire period 1961 to 2020 for each country.
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Table 2.1: Change in GDP (constant US$S2015, percentage), 1961-2020

Country Singapore Hong Kong Korea Malaysia Australia United States
1961-1970 1257 1143 1327 74.2 60.1 46.3
1971-1980 106.4 1206 1194 1009 29.3 32.3
1981-1990 90.1 754 1421 67.1 34.9 34.9
1991-2000 85.8 394 61.4 718 38.8 40.3
2001-2010 77.8 48.2 50.4 59.5 325 176
20M-2020 25,6 17.7 23.7 40.5 231 16.4
Mean 85.2 69.3 88.3 69 36.5 313
SD 33.8 417 49.3 19.8 12.8 121
cv 0.4 0.6 0.56 0.29 0.35 0.39

Note: Series for Hong Kong starts in 1962.
Source: Author's calculations from World Bank data, https://data.worldbank.org/indicator/NY.GDP.MKTP.KD

The data reported in Table 2.1 underscore Singapore’s absolute and relative rapid rate of
real economic growth over the full sample period, particularly for the period from 1961 to
2010. It thereby reinforces the data reported in Figure 2.1. Over the entire sample period,
only Korea enjoyed a faster average decadal growth rate of real GDP (88.3 percent), com-
pared with Singapore’s average annual growth rate of 85.2 percent. Singapore’s average
decadal growth rate was notably faster than that of Hong Kong over the sub-periods for
which data are available for the two city-states. The pattern for Singapore of a consistently
declining rate of growth over the decades is not precisely matched by those of the other
sample countries. However, the three Asian Tigers are similar in the deceleration of their
rates of real economic growth when comparing the decades from 1961 to 1990 with the
decades from 1991 to 2020.

The consistency of the rate of real economic growth is also a relevant measure of economic
welfare. Since workers and investors are generally risk averse, relatively stable economic
growth should be preferable to growth marked by relatively large deviations from the
mean rate of growth, particularly if relatively large deviations mean that workers and
investors incur unwanted burdens, such as holding a larger share of their savings in low-
er-yielding liquid assets; e.g., cash, as a precaution against episodes of unemployment or

equity market declines.

The standard deviation of a series of numbers is a conventional measure of the constancy
of the series. Of course, if the numbers of one series are absolutely larger than the num-
bers of a second series, the standard deviation of the first series will likely be larger than
the standard deviation of the second series, solely as an artifact of the difference in the
units of measurement. Hence, researchers often use the coefficient of variation (CV) as

a measure of the variability of a series of numbers around the mean value of the series.
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The CV is the ratio of the standard deviation to the mean value of the series. A lower CV

denotes a more stable series.

The CVs for the decadal GDP growth rates for each of the sample countries are reported
below the values for the standard deviations in Table 2.1. It can be seen that the CV of
Singapore is well below those of Hong Kong and Korea, above those of Malaysia and
Australia and the same as that of the US. Hence, over the period 1961-2020, only Korea
enjoyed a faster rate of real economic growth, while only Malaysia and Australia expe-

rienced noticeably more stable rates of economic growth.

Growth in real GDP per capita

A second standard measure of changes in a country’s standard of living is the growth in real
GDP per capita. This measure essentially adjusts the growth of real GDP for the growth of
the population. Obviously, to the extent that real GDP growth simply reflects the growth
of the labour force which, in turn, reflects the growth of the underlying population, the real
standard of living of a country might not have increased. In effect, the growth in real GDP
per capita approximates the growth of labour productivity, to the extent that the ratio of

the labour force to the total population remains approximately constant.

Table 2.2 reports estimated values for the growth rate of real GDP per capita for the
decades from 1961 to 2020. Again, the reported growth rates are simply the percentage
increase from the beginning period value to the end period value for each sub-period.
As is the case for the growth rate of real GDP, the economic performances of the three
Asian Tigers (Singapore, Hong Kong and South Korea) are remarkable. Over the entire
period, each achieved an average decadal growth rate of real GDP per capita exceeding
45 percent, with South Korea leading the group with a 70 percent average decadal rate
of growth. Singapore noticeably trailed South Korea’s rate of per capita GDP growth;
however, it exceeded Hong Kong’s growth rate and was well above the average annual

growth rates of the other countries included in Table 2.2.

The Asian Tigers experienced their fastest rate of real GDP growth per capita over the
decade 1971-1980 and their slowest rate of growth over the most recent decade 2011-
2020. Singapore’s growth rate declined consistently with each decade, although its per
capita GDP growth rate was still almost twice that of Hong Kong from 2011 to 2020.
Furthermore, the coefficient of variation for Singapore’s growth rate over the entire period
was well below the coefficient of variation for Hong Kong and comparable with Korea’s.
Indeed, only Malaysia had a substantially lower relative variability of per capita real GDP
growth compared with Singapore’s; however, Singapore’s average decadal growth rate of
GDP per person over the period 1981-2020 (55.2 percent) was almost 50 percent greater

than Malaysia’s average decadal growth rate.

To be sure, real GDP per capita can be relatively high while a significant percentage of
the population suffers from relatively low per capita incomes. In this regard, it has been

noted that the share of GDP going to labour in Singapore in the form of wages is lower
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Table 2.2: Change in GDP per capita (US$2015, percentage), 1961-2020

Country Singapore Hong Kong Korea EIEVAIE] Australia United States
1961-1970 85.2 715 85.3 35.7 342 311
1971-1980 80.6 76.3 84.4 61.2 13.9 209
1981-1990 57.9 59.4 118.7 309 18.1 241
1991-2000 429 20.3 65.4 37.2 253 259
2001-2010 50.1 413 438 341 16.8 8.3
2011-2020 14.5 113 23.7 244 71 9.4
Mean 55.2 46.7 70.2 37.3 19.2 20.0

SD 26.03 21.0 33.7 12.6 94 9.2

Cv 0.47 0.58 0.48 0.34 0.49 0.46

Note: Series for Hong Kong starts in 1962.
Source: Author's calculations from World Bank data, https://data.worldbank.org/indicator/NY.GDP.MKTP.KD;

than the shares of most developed economies, including the shares in Hong Kong and
South Korea. Some argue that this shows that workers in Singapore are underpaid, and
that Singapore’s economic growth has disproportionately benefited owners of capital.® An
analysis by the Government of Singapore identifies substantial differences in wage shares
across industry sectors. Specifically, labour-intensive service sectors tend to have higher
wage shares than capital-intensive manufacturing sectors, as might be expected. In this
regard, Ng (2015) notes that Singapore’s economic development model has favoured the
growth of capital and technology-intensive sectors, which helps explain the relatively high
per capita income and relatively low share of income going to labour in Singapore. Ng
also argues that unevenly distributed economic growth has led to the emergence of a class
of working and non-working poor in Singapore, and that the government has recognized

the need for more income redistribution through the tax system.

Inflation

To the extent that inflation reduces overall efficiency in an economy by, among other
things, distorting saving and investing decisions by making relative prices less informative
for market participants, the consequences of inflation will be incorporated into a country’s
real economic growth performance. However, inflation by itself is an important measure
of macro-economic performance, since it also affects the distribution of income and
wealth. In particular, unanticipated inflation transfers wealth from lenders to borrowers,
and from owners of fixed income assets to owners of real assets such as real estate, among

other transfers.

If even high rates of inflation are accurately anticipated, income and wealth transfers

should be relatively modest, since economic agents will incorporate anticipated inflation
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into their employment, saving and investment decisions, so that changes in the over-
all nominal price level will not necessarily affect relative prices, including the real rate
of interest. However, evidence suggests that market participants, including professional
investors, do a relatively poor job in forecasting even short-run inflation (Kliesen, 2015).
The difficulty in accurately forecasting inflation is likely to be exacerbated by marked
variability in the actual rate of inflation.

Table 2.3 reports the inflation experiences of five of the six countries comprising the sam-
ples in tables 2.1 and 2.2.° Specifically, it reports the average annual percentage change in
the Consumer Price Index (CPI) for each of the decades spanning the period 1961-2020.
The CPI is a broad and widely cited measure of inflation that reflects changes in the aver-
age price level for a large basket of goods and services purchased by consumers. With
respect to inflation, Singapore’s performance is outstanding. Its average annual rate of
inflation over the full period of data is well below those of the other sample countries.
In comparison with its closest competitor when it comes to economic growth (i.e., South
Korea), Singapore’s average annual inflation rate over the period from 1961 to 2020 was
approximately 5.3 percentage points per annum below that of South Korea. This latter
result is primarily due to the much lower inflation rate experienced by Singapore during
the global inflation-prone years from 1961 to 1980.

Table 2.3 reports the average annual rate of inflation for the sample countries over the full
sample period, as well as the standard deviation and coefficient of variation for the infla-
tion series reported in the table. For reasons discussed earlier, the coefficient of variation
is a preferred measure of relative variability when comparing times series characterized
by different absolute values. In this regard, Singapore’s coefficient of variation for infla-
tion is well above the coefficients of the other sample countries. Hence, and somewhat

Table 2.3: Consumer Price Index, (average annual percentage), 1961-2020

Country Singapore Hong Kong Korea Malaysia Australia United States
1961-1970 111 - 13.99 0.92 249 2.78
1971-1980 6.73 = 16.48 599 11.36 1.86
1981-1990 2.28 - 6.39 3.24 8.12 473
1991-2000 1.73 = 5.10 3.56 223 2.80
2001-2010 1.63 - 3.19 2.19 3.01 2.39
2011-2020 145 - 157 198 1.99 2.00
Mean 247 = 7.69 297 4.82 3.73
SD 399 - 729 2.89 416 2.76
Cv 1.62 = 0.95 097 0.86 0.74

Note: Series for Hong Kong is unavailable prior to 1982.

Source: Author's calculations from World Bank data, Inflation, consumer prices (annual %),
https://data.worldbank.org/indicator/FP.CPI.TOTL.ZG
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surprisingly, while Singapore enjoyed a relatively low rate of inflation over the sample

time period, it experienced more relative volatility in its inflation performance.

Unemployment

Yet another standard measure of a country’s macroeconomic performance is its record
regarding unemployment. The conventional interpretation is that a country is performing
better the lower its rate of unemployment, other things constant. The unemployment
rate measures the percentage of the labour force that is not working but is looking for
work at “prevailing wages.” To be sure, some percentage of workers that are classified
as unemployed may be more actively looking for work in one country than in another.
Nevertheless, significant differences over time in unemployment rates across countries are

meaningful indicators of differences in labour market efficiency across countries.

Table 2.4 reports the average annual unemployment rate for the three Asian Tigers for
which data are available, as well as for Malaysia, Australia and the US. In the case of the
unemployment rate, comparable data are available commencing in 1981. The average
annual unemployment rates for the three countries are reported separately for each of the
four decades spanning the period 1981-2020. As well, the mean, standard deviation, and
coefficient of variation are reported for each country for the entire period 1991-2020.
The reported data show that the average annual unemployment rate for Singapore over
the entire sample period was below those for other comparator countries. Moreover,
Singapore experienced less absolute variability in unemployment compared with the other

two tigers.

Capital investment

Investment in capital equipment, particularly machinery and equipment, and intellectual
property products such as software, is an important input into real economic growth.

Table 2.4: Unemployment rate (average annual percentage), 1981-2019

Country Singapore Hong Kong Korea Malaysia Australia United States
1981-1990 4,05 2.72 351 7.63 167 712
1991-2000 1.98 3.17 3.51 3.38 8.72 5.60
2001-2010 2.88 5.46 3.55 3.45 537 6.11
2011-2019 2.04 321 3.53 319 5.42 5.84
Mean 2.74 3.64 3.53 441 6.80 6.17
SD 0.97 1.23 0.019 2.15 1.67 0.67
cv 0.35 0.34 0.005 0.49 0.25 0.11

Note: Series for Malaysia starts in 1985
Source: Author's calculations from World Bank data, unemployment, total %
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Increases in physical capital equipment directly increase the productivity of labour, since
physical capital is a complementary input to labour.’® Since new technology is often
embodied in machinery and equipment and intellectual property products, capital invest-
ment can indirectly promote economic growth by facilitating the introduction and spread

of new technology.

Table 2.5 reports gross fixed capital formation as a share of GDP, expressed as a per-
centage, for three of the Asian Tigers (Singapore, Hong Kong and Korea), as well as
for Malaysia. By way of comparison with countries that began the sample time period
with much higher per capita incomes than did Singapore, data is also reported for the
US and Canada (data on gross domestic capital investment for the US is unavailable for
the beginning of the sample time period). The variable is also reported for the OECD

countries starting in 1971.

While the ratio of gross fixed capital formation as a share of GDP varies from year to year,
the data reported in Table 2.5 gives a reasonably reliable description of Singapore’s long-
run investment performance, compared with the other countries for which the variable
is reported. From 1971 to 2001, gross domestic product as a share of GDP for Singapore
substantially exceeded those of the other countries in Table 2.5. From 2001 to 2020, only
Korea consistently exceeded Singapore in this measure of investment intensity. It is not
surprising that investment intensity in the Asian Tigers would be relatively high in the
middle to late decades of the twentieth century. The expected rate-of-return on capital
investments should be higher in developing countries than in developed countries, other
things constant, because the ratio of capital to labour will be much lower in developing
countries than in developed countries. Hence, the fact that Singapore’s capital intensity
was outpaced only by Korea’s in the first two decades of the twenty-first century, even
after Singapore’s per capita income level exceeded the level in all but the US, is an impres-

sive testimony to Singapore’s enduring favourable environment for investment.

Table 2.5: Gross capital formation (percentage of GDP), 1961-2020

Country

Singapore 12 40 45 34 28 27 23
Hong Kong 24 24 35 27 25 24 19
Korea 13 25 32 34 32 33 32
Malaysia 14 21 35 38 24 23 20
Australia 33 32 29 24 23 27 23
Canada 23 23 25 19 20 24 22
United States n/a 21 24 20 22 19 21
OECD n/a 26 26 25 23 22 22

Source: World Bank, gross capital formation (% of GDP). https://data.worldbank.org/indicator/NE.GDL.TOTLZS?locations=SG
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Table 2.6: Trade (percentage of GDP), 1961-2022

Country 1961 1971 1981 1991 2001 2011 2022
Singapore 299 259 400 324 349 379 321
Hong Kong 174 175 183 232 241 422 352
Korea 18 36 66 50 62 106 69
Malaysia 90 79 111 159 203 155 116
Australia 27 26 32 32 44 42 44
Canada 36 41 52 49 78 62 61
United States n/a 1 19 20 23 31 23
OECD n/a 25 37 35 46 56 52

Source: World Bank, trade (% of GDP), https://data.worldbank.org/indicator/NE.TRD.GNFS.ZS

Trade

Openness to trade is another prominent feature of Singapore’s economic experience. That
both Singapore and Hong Kong have been entrepot centres for decades is well known, and
Table 2.6 underscores how prominent a feature international trade has and continues to be
in the cases of these two Asian Tigers. Specifically, exports plus imports as a share of GDP
in the cases of Singapore and Hong Kong have been remarkably high—both absolutely
and relative to the other locations listed in Table 2.6. Openness to import competition
can be expected to promote innovation and productivity growth on the part of domestic
firms, while success in export markets obliges domestic firms to be competitive with for-

eign firms in terms of both price and quality of the exported products.

Concluding comments

While it is a matter of debate whether Singapore economically outperformed other South-
East Asian Tigers over the long period from 1961 to 2020, there is no question that the
development of Singapore’s economy has been remarkable, in spite of the fact that at the

end of World War II, the East Asian region was among the poorest in the world.

There is also debate about the precise contributors to the economic performance of Sin-
gapore and the other Tigers. As discussed in Chapter 1, there was and continues to be
substantial government intervention in the Singaporean economy. Toma (2019), among
others, contrasts Singapore’s experience to that of Hong Kong, which was characterized
by a relatively low level of government intervention.! Yet, as discussed in Chapter 1 and
by Toma, market forces still played a major role in the economic growth of Singapore
as well as that of the other Asian Tigers. Relatively low tax rates, openness to foreign
trade and investment and the rule of law and protection of private property rights have
been particularly important features of Singapore’s economic environment.!> A well-ed-

ucated and hard-working labour force has also been a major contributor to Singapore’s

fraserinstitute.org


http://fraserinstitute.org

42

Meritocracy, Personal Responsibility, and Encouraging Investment

impressive economic performance. Indeed, the World Bank’s Human Capital Project,
which attempts to quantify the contribution of health and education to future labour

productivity, ranked Singapore first among 174 countries on this overall metric in 2022.13

As the introductory chapter to this volume discusses, Singapore’s political leaders have
been committed to the goal of promoting economic growth and ensuring that the tax
system encourages productive work and investments in physical and human capital.'
Singapore’s economic record indicates that this commitment has been successful. As noted
above, economic growth in Singapore has been accompanied by a widening disparity in
the overall distribution of income across households, although the pattern of disparity
is in line with trends observed in countries such as Hong Kong, Taiwan, Korea and the
US—at least for the period 1990-2000 (Lim and Soo, 2015). The emphasis on self-reli-
ance as an underlying social philosophy underlies the prioritization of investing in human
capital, and it has also been a pervasive influence on the design of social and income sup-
port programs. Whether and to what extent a growing concern about more “inclusive”
economic growth will lead to a more universalist approach to social and income support

programs remains to be seen.

Notes

1 Hong Kong and Singapore are more accurately characterized as city-states, although,

for convenience, they are identified as national entities. For an overview of the different

growth paths of the Asian Tigers, see Toma (2019). For a detailed discussion of Singa-
pore’s economic history, see the introductory chapter to this volume.

Real GDP figures are expressed in 2015 US dollars.

GDP and population estimates are from the World Bank. Since the World Bank classifies

Taiwan as a province of China for purposes of reporting data, it does not report GDP

data separately for Taiwan.

4  The OECD is an international organization comprising 38 relatively wealthy countries.

5 For a detailed comparison of government economic policies in Singapore and Hong
Kong, see Young (1992). For an extensive discussion of the extensive role that the gov-
ernment has played in Singapore’s economic development, see Lim and Ann (20135).

6 Vu (2013) argues that Singapore’s pattern of growth driven by capital accumulation
is typical of successful Asian developing economies. Young (1992) argues that Hong
Kong’s economic growth was driven more by increases in total factor productivity than
by capital accumulation.

7 Gross Domestic Income (GDI) and Gross Domestic Product (GDP) are conceptually
equivalent in terms of national income accounting, with minor differences related to
different sources of data used in each calculation.

8  For a discussion of this issue and evaluation of some evidence, see Government of Singa-
pore (2013).

9 Inflation data for Hong Kong was unavailable prior to 1982.

10 Inputs are complementary to the extent that an increase in one input raises the produc-
tivity of other inputs.

11 Toma notes that South Korea’s growth was also marked by substantial government
intervention, particularly in the formation of huge government-sponsored industrial con-
glomerates. Huff (1995) also notes that there was an extensive amount of government
intervention in the Singaporean economy, but that it was not rigid intervention and
planning. Lim and Soo (20135) highlight generous tax breaks and subsidies for foreign
investors as greatly increasing the attractiveness of Singapore as an investment location
for foreign companies.
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12 Woo (2018) characterizes Singapore’s economic development policies as deriving from
neoliberal economic principles of free markets and economic liberalization, while also
acknowledging its characterization as a soft totalitarian state.

13 For a discussion of this project, which commenced in 2018, and the detailed results for
2022, see the World Bank (2022).

14 Lim and Soo (20135) argue that rewarding Singapore government officials for delivering
GDP growth— economically, through salaries and bonuses, and politically, through pro-
motion into the ruling party hierarchy— has led to a fetishism for growth.
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CHAPTER 3

THE SINGAPOREAN HEALTH CARE SYSTEM:
POLICY AND PERFORMANCE

Bacchus Barua and Mackenzie Moir

Introduction

Singapore’s approach to universal health care represents a departure from much of the
developed world in terms of design and philosophy. Although it shares features of tax-
funded systems (where government is the primary insurer), and social health insurance
systems (with competitive insurance markets), Singapore’s mixed multi-payer health-care

system is, arguably, unique.

Universal coverage for health care is provided through a combination of programs col-
lectively known as the “3Ms.” These Ms include a mandatory, universal, basic insurance
scheme, which requires (tax-subsidized) premium payments (Medishield Life), and a gov-
ernment investment fund, which serves as a safety net for the poor (MediFund). Perhaps
of most interest, however, is the third M, MediSave. Singaporeans are required to set aside
part of their income (4 to 10.5 percent per month) in this compulsory national savings
scheme, which is tax exempt and earns interest (4 to 5 percent per year). Withdrawals
can be made to pay for medical expenses such as premiums, cost-sharing payments, and

care received in private hospitals.

Singapore also has a permissive private insurance marketplace that allows coverage for
core services, as well as expanded choice and faster access—an approach that is in line

with the vast majority of universal health-care systems.

Like the majority of universal health-care systems around the world, cost-sharing is a
key component of Singapore’s health-care system. MediShield Life coverage is subject to
a deductible, after which co-insurance rates are applied to the cost of care. Co-payments

are also routinely required for outpatient care.

Acute care is delivered in both public and private hospitals (an estimated 39 percent
of hospitals operated on a for-profit basis in 2020). Public hospitals are technically
corporations owned by the government, and they are funded using a combination of
activity-based payments and block grants. Specialists working in the public sector are
allowed to see private and public outpatients in hospital clinics and National Care

Centres.

fraserinstitute.org

45


http://fraserinstitute.org

46

Meritocracy, Personal Responsibility, and Encouraging Investment

It is difficult to compare the performance of Singapore’s health-care system with those
of members of the OECD (of which it is not a member). However, an analysis of
available data clearly reveals that Singapore was the lowest spender as a percentage of
the economy and ranked in the middle of the pack of developed countries (10th) for
health-care spending per capita in 2019, on an age-adjusted basis. Somewhat in line
with this low level of spending, Singapore ranked poorly on measures of availability
and utilization of medical resources. However, its performance on measures of clinical
performance and quality was mixed—while worse than the average on four measures,
it performed better on three. Although Singapore’s performance is often behind other
developed countries, it could be said that such performance is in accordance with its

relative (low) spending on a value for money basis.

Singapore did, however, rank notably well on all three indicators of health status—(4th
of 29) for life expectancy; (2nd of 29) for Health Adjusted Life Expectancy; and (6th of
29) for infant mortality. However, these measures can be impacted by various factors

that are outside the direct purview of the health-care system.

Although Singapore lags behind the average developed country on a number of import-
ant health-care indicators, it is worth studying its unique approach to universal health
care. Its relatively low-cost mixed multi-payer system relies on government programs
and compulsory national funds, partners with the private sector, remunerates hospitals
based on activity, and expects patients to share in the cost of treatment—all while pro-
viding safety nets for vulnerable populations. Notably, Singapore’s relatively-unique
utilization of health savings accounts as a core aspect of its system provides a new
dimension for consideration as an alternative to government monopolies over the fund-

ing and delivery of services, without sacrificing universal coverage.

This essay provides an overview of the key features and relative performance of Sin-
gapore’s health-care system. In section one, we present a general overview of the orga-
nization, funding, and delivery of health care. Section two examines the core features
of Singapore’s health-care system and contrasts them with those in nine high-income
countries’ universal health-care systems (previously studied by Esmail and Barua, 2018).
Section three is a comparison of the performance of Singapore’s health-care system with
those of a larger set of 28 high-income OECD universal health-care countries that are

annually evaluated on a value-for-money basis. A conclusion follows.

Organization and financing

The Singaporean health-care system represents a departure, in both philosophy and
design, from those that have been implemented throughout much of the developed
world during the twentieth century. In his book, From Third World to First World: The
Singapore Story 1965-2000 Lee Kuan Yew, who served as prime minister from 1959 to
1990, described health care in Singapore as an “intractable problem.” As a student in
Britain in 1947, he notes his observations about the recently established National Health
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Service, including the “ballooning costs” that he saw were a result of the “idealistic but
impractical” sentiment that “no one should be denied the best medical services”. He

decides that “We [Singaporeans] had to find our own solution.” He later notes:

The ideal of free medical services collided against the reality of human
behavior, certainly in Singapore. My first lesson came from government
clinics and hospitals. When doctors prescribed free antibiotics, patients
took their tablets or capsules for two days, did not feel better, and threw
away the balance. They then consulted private doctors, paid for their
antibiotics, completed the course, and recovered. (Yew, 2000: 100)

This insight and experience emerged in the early reforms of Singapore’s health-care system
after independence in 1965, and it would, eventually, end up informing the objectives
of the founding documents of the country’s health-care system (see the National Health
Plan 1983 and Affordable Health Care 1993). These foundational works would, in turn,

ultimately shape the design and operations of Singaporean health care today.

Key health-care institutions

Singapore has achieved universal health-care coverage through a form of mixed financing,
as well as the use of a multi-payer system that relies on both public and private institutions
for the delivery of care (Earn, 2020). An overview of three key organizations responsible

for managing the complexities of the Singaporean health-care system is outlined below.!

The Ministry of Health (MOH) is responsible for ensuring “that good and affordable
basic medical services are available to all Singaporeans,” which is achieved by “provid-
ing subsidized medical services while promoting individual responsibility for the costs of
healthcare services” (Ministry of Health, 2020b). In practice, this goal requires that the
MOH regulate “the public health system and the health care system overall”(Earn, 2020:
169). The MOH is also involved in the planning and long-term investing that ensures that

both coverage and human health resources continue to be available.

The Ministry of Health Holding Company (MOH Holdings) is the holding company for
Singapore’s public health-care entities? and other agencies. The Government of Singapore
owns its public hospitals (the majority of which were corporatized® in the 1990s) through
this company (Haseltine, 2013). MOH Holdings is also responsible for medical infra-
structure development, the co-ordination and recruitment of human health resources, the
development of a national IT framework and, alongside the MOH, it helps administer

some government schemes while evaluating applications for means-testing for government
subsidies (Earn, 2020; Haseltine, 2013; MOH Holdings, n.d.-a).

The Central Provident Fund (CPF) is described as a “comprehensive social security sys-
tem” that allows individuals to “set aside funds for retirement.” This fund also acts as a
means of helping Singaporeans save for other important life events and expenses, includ-

ing health care (Central Provident Fund Board, 2021a). The fund uses four individualized
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accounts,* each dedicated to a different type of expense. Among these is the MediSave

Account (MA) for approved health-care expenses and approved medical insurance.

Insurance: The 3Ms of Singaporean health care

Universal health-care insurance coverage in Singapore is primarily® achieved through a
combination of programs collectively known as the 3Ms: i) MediShield Life; ii) MediSave;

and iii) MediFund, and it is enhanced through additional private insurance plans.

MediShield Life

MediShield Life is an individual mandatory basic insurance scheme designed to pro-
vide universal coverage for all Singaporean citizens and permanent residents. Created in
2015 to replace MediShield (the government’s catastrophic-illness plan),® it is intended
to provide life-long protection by covering citizens against large hospital bills and costly
out-patient treatments (like dialysis and chemotherapy for cancer), while being “sized
for subsidized treatment in public hospitals and pegged at B2/C-type wards” (Ministry
of Health, 2020c). Enrollees pay annual premiums (S$145-5$2055) that are subsidized
(from general taxation) on the basis of age and income’—with higher premiums (30
percent) paid by those with serious pre-existing conditions for a 10-year period® (Central
Provident Fund Board and Ministry of Health, 2015; Earn, 2020; Ministry of Health,
2021e). These higher premiums are “a reflection of the higher risks they pose to the pool
and to fund part of their coverage” with the government still supporting “most of the
cost of extending MediShield Life coverage to all Singapore Residents” (Central Provident
Fund Board, 2021b). Residents who do not pay their Medishield premiums are subject to
penalties (such as an imposition of 4 percent compounding interest, penalties of up to 17
percent of outstanding premiums, and agents to recover outstanding premiums) (Central
Provident Fund Board, 2022e).

MediShield Life maintains a positive (benefits covered) and negative (benefits not cov-
ered) list of services but, in general, provides partial coverage for many different inpatient
expenses, ranging from ward expenses/room stays,’ psychiatric care, rehabilitative care,
palliative care, surgical procedures, implants, radiosurgery, and bone marrow transplants.
It does not generally cover “...primary care or outpatient specialist care and prescription
drugs” (Earn, 2020: 169). However, some expensive outpatient treatments (such as dial-
ysis, chemotherapy, and radiotherapy) are covered (Central Provident Fund Board and
Ministry of Health, 2015). The scheme can also be used in non-subsidized wards and
private hospitals; however, given that it is sized for care in subsidized wards, coverage for

care in these institutions is smaller.

MediSave

MediSave, founded in 1983, is an expansion of the CPF and acts as a compulsory national
“savings scheme” that requires CPF contributors “set aside part of their income to pay”

for their own or a dependent’s medical expenses within established guidelines (Ministry of
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Health, 2022; Haseltine, 2013). Individualized contributions placed into these accounts
are made as a percentage of wages from employees and employers (8-10.5 percent), and
the self-employed (4-10.5 percent), as part of their CPF deductions (Central Provident
Fund Board, 2021d). The accounts are tax exempt and earn interest (4-5 percent)' (Earn,
2020). Medical expenses, in this case, specifically refer to the expected out-of-pocket
expenses that are incurred over the regular course of care or, in other words, a Singapor-
ean’s “share of their healthcare bill” (Earn, 2020; Haseltine, 2013: 10). In the event of
a contributor’s death, the remaining funds in all CPF accounts (including Medisave) are

dispersed among nominated recipients (Central Provident Fund Board, 2022a).

Guidelines for the use of MediSave include what services can be paid for, who counts as
a dependent, a list of approved institutions'! the account can be used at, and withdrawal
limits. These limits are set by the CPF board to generally cover “charges incurred at sub-

sidised inpatient wards and outpatient treatments” (Ministry of Health, 2022).1?

Within these guidelines, patients have a high degree of choice as to where and how
they decide to spend money from their Medisave accounts. In addition to out-of-pocket
expenses that are incurred over the regular course of care, these funds can be used for
bills from non-subsidized wards, private hospitals, polyclinics, and day surgery and dental
surgery centres. Critically, these accounts can also be used to pay for MediShield Life
premiums, deductibles, co-insurance payments, and long-term care (Central Provident
Fund Board & Ministry of Health, 2015; Central Provident Fund Board, 2021¢; Ministry
of Health, 2022).

MediFund

Founded in 1993 as an endowment, Medifund was created to act as a safety net to help
poor Singaporean citizens “who cannot afford to pay for care in the most highly-sub-
sidized wards of public hospitals” (Haseltine, 2013: 59). The program is intended for
those “who face financial difficulties with their remaining bills after receiving government
subsidies and drawing on other means of payment including MediShield Life, MediSave
and cash” (Ministry of Health, 2021d). In addition to $$200m initial investment by
the government when it was first established, this fund is contributed to during years of
budget surpluses by the government. The income generated from this principal is used
to fund health-care payouts to patients (Earn, 2020; Haseltine, 2013). Patients have to
meet certain criteria to qualify for payouts (see Ministry of Health, 2021d).'>'* Medi-
Fund assistance is only available at certain institutions, and the amount of assistance
received will depend on the “...financial, health and social circumstances” of the patient
and family members, in addition to “...the size of the medical bill incurred” (Ministry
of Health, 2021d).

Private insurance

In addition to the 3Ms, private insurance plays a significant role in providing medical

coverage to Singaporeans. Singaporeans can obtain this additional insurance to cover
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different kinds of benefits—such as the additional cost of receiving care in private hospi-
tals and non-subsidized public hospital wards (classes B1 and A) (Earn, 2020; Ministry
of Health, 2021a).

There are three main categories of private insurance: i) MediShield Life Integration Plans
(known as IPs); ii) IP “riders”; and iii) employer benefits and private insurance plans.
Due to the number of options, there are “varying degrees of coverage duplication by
MediShield Life, employer benefits, and personal health insurance” (Earn, 2020: 171).

IPs can be purchased as an additional component to one’s existing MediShield Life insur-
ance, effectively turning one’s public coverage into one plan with “two components”
(Ministry of Health, 2021a). IPs are offered by private commercial companies that act on
behalf of the CPF for “premium collection and claim disbursement” (Ministry of Health,
2021a). Premiums are paid to the IP insurer who, in turn, pays the CPF Board the portion
of the premiums that cover the MediShield Life component of the plan. When a claim is
made, the IP insurer is the initial payer for patient care and is subsequently reimbursed
by the CPF Board. Premiums for Integrated Shield Plans can be paid for out of one’s
MediSave account.

Singaporeans who have an IP may also purchase what are known as “insurance riders,”"
which can provide additional complementary coverage on a first dollar basis with either
“a yearly deductible or zero copayment.” Unlike IPs, the premiums for IP riders cannot
be paid for with MediSave (Earn, 2020). In 2018, a 5 percent co-insurance rate was
mandated for insurance rider plans to bring these plans back in line with the design prin-
ciple of cost-sharing, to encourage “prudence” in the use of health-care resources, while
keeping “healthcare cost, and health insurance premiums, affordable and sustainable in
the long term” (Ministry of Health, 2021c¢). Unlike the premium, the co-insurance under
an insurance rider is payable through a patient’s MediSave account. Finally, there are
also private insurance products that are “not integrated” into MediShield Life and whose

premiums cannot be paid for with MediSave (Earn, 2020: 171).

Cost-sharing

Cost-sharing is a core feature of the Singaporean health-care system. This occurs in three

main ways: i) deductibles; ii) co-insurance; and iii) co-payments and user charges.

As part of the MediShield Life plan, patients are expected to pay a yearly deductible
(ranging from $$1,500 to $$3,000) before coverage for insured care begins. Deductibles
vary according to i) ward classes (Class C and Class B2 and above); ii) age (80 and below
vs. 81 and above); iii) and if the patient is only going in for a day surgery. No deductible
is required for outpatient treatments covered by MediShield Life (Central Provident Fund
and Ministry of Health, 2015).

Co-insurance is also a major part of Medishield Life coverage. The amount of co-insurance
applies at different percentage rates that decrease as the total cost of care increases. For

the first S$5,000 of inpatient care a 10 percent co-insurance rate applies. This decreases
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to 5 percent being applied to the next $$5,000, with 3 percent applying to all charges
thereafter. This amount accumulates over the policy year. A flat 10 percent co-insurance
rate is applied for outpatient care (Central Provident Fund and Ministry of Health, 2015;
Earn, 2020). The co-insurance that a patient is responsible for applies to the bill amount
post-deductible.

Finally, co-payments are also a long-standing part of Singaporean health care, partic-
ularly in primary care. These fees are generally expected from patients when accessing
primary care, specialist consultations, and when filling a prescription. A primary care visit,
for example, will cost $$13.20 for adults, and $S$6.90 for children and the elderly. For
specialists working in the public sector, subsidized patients are expected to pay a fee of
S$39, whereas “private” patients may spend anywhere between $$79.20 and S$146.60.7
Patients could potentially receive direct subsidies for outpatient specialist care that covers
up to 75% of their costs. Qualifying for these subsidies depends on income and residency
status. Beyond subsidies for specialist appointments, there are no explicit safety nets, such

as annual caps, for fixed co-payments (Earn, 2020).

Medications are subsidized based on whether they are categorized into Standard Drug List
1, which are “essential first line drugs,” or Standard Drug List 2, which are “more expen-
sive essential drugs.” Patients receiving medications placed on List 1 are only expected
to pay $$1.40 per item per week, whereas those placed on List 2 are expected to share in
50 percent of the drug cost (Earn, 2020; Ho, 2010).

Comparison of Singaporean health-care system features

In this section, we use the framework originally laid out by Esmail and Barua (2018)
to compare core features of universal health-care systems, including the nature of a
country’s primary insurance scheme, the coverage offered by their private insurance, the
mixture of hospital ownership and financing, the presence of patient cost-sharing, and
the nature of physician employment and payment. Esmail and Barua’s (2018) report
documents and contrasts these features in eight high-income, high-performing univer-
sal health-care systems (Australia, France, Germany, the Netherlands, New Zealand,
Sweden, Switzerland, and the United Kingdom) with those in Canada. This section uses
Esmail and Barua’s findings for all nine countries'® and compares them with the Singa-
porean health-care system. Where possible, additional data from the Fraser Institute’s
series Understanding Universal Health Care Reform Options (2020-2022)" is used to
update the report’s findings.

Universal insurance coverage of core medical services

The health-care systems in Esmail and Barua (2018) fit into two general categories i) those
in which government is the primary insurer with benefits under a universal scheme that are
financed through the use of a tax-funded health-care system (Australia, Canada, France,
New Zealand, Sweden, and the United Kingdom) and ii) those that rely on multiple funds/

insurers competing with one another within a regulated environment—sometimes called
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Table 3.1: Over

Country

Singapore®

Australia

Canada

France

Germany

Netherlands

New Zealand

Sweden

Switzerland

United Kingdom

Source:

Note: ?Data for Sing

Meritocracy, Personal Responsibility, and Encouraging Investment

view of public and private insurance systems and benefits in Singapore and comparator countries

Secondary Private Insurance

Primary Expanded Expanded
Primary Private Can cover coverage choice Quicker | Choice of
Insurance Insurance core-services (non-medical) of provider | access doctor
Multipayer, mixed No Yes Yes Yes Yes Yes
insurance system
Tax-Funded National No YesP Yes Yes Yes Yes
Health System
National Tax-Funded No No - - - -
Tax-Funded National No Yes Yes No No Yes
Health System
Multiple insurers, with Yes - Yes Yes Yes Yes

choice of insurer

Multiple insurers, with Yes - - - - -
choice of insurer

Tax-Funded National No Yes Yes Yes Yes Yes
Health System

Tax-Funded National No Yes - Yes Yes -
Health System

Multiple insurers, with Yes - Yes Yes Yes Yes

choice of insurer

Tax-Funded National No Yes Yes = Yes =
Health System
0ECD, 20164, Q2; Barua and Q22bltem3b Q23Iteml Q23Item2 Q23Item3 Q23Item4
Q2, Subitem1 Esmail, 2015

apore are based on Earn (2020) and (AIA 2021). "Australians are able to purchase private insurance for different types of core services

(such as hospital care and general treatment) as per Glover (2020).

“social health insurance [SHI] schemes.” This group includes Germany, the Netherlands,
and Switzerland (Table 3.1).

Singapore does not fit neatly into either category and could be best described as a “mul-

tipayer, mixed insurance system” (Earn, 2020).

There are clear similarities between Singapore’s and other tax-funded health systems, such
as those in Australia, Canada, France, New Zealand, Sweden, and the United Kingdom.
The most obvious is the use of a public (or government) entity for the primary provision of
universal coverage.?>*! As mentioned previously, Singaporeans are automatically enrolled
into the universal basic insurance scheme (MediShield Life)—a single primary insurance

fund that relies heavily on general tax revenue.

Although government provides subsidies for this program and other forms of direct care,

Singaporeans are required to pay individual contributions in the form of MediShield Life
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premiums.?? The collection of premiums, often paid directly to an independent insurer,
is traditionally a feature in systems that have adopted an SHI model, such as those in
the Netherlands, Switzerland, and Germany. These systems primarily rely on insurance
premiums (supplemented by earmarked payroll taxes, or income-dependent contributions)
paid to one of several competing sickness-funds or non-profit insurance companies of the
individual’s choosing.?® Although Medishield Life is a mandatory government plan, the
optional purchase of MediShield Life Integration Plans (IPs) (discussed below) from a
private commercial company of one’s choice turns Singaporeans public coverage (from
a single entity) into one plan with “two components” (from multiple entities), with the
private company of one’s choice?* serving as the primary point of contact for the co-or-

dination of both elements of the plan.

However, the primary distinguishing feature of Singapore’s health-care system that causes
it to depart significantly from both groups is MediSave. While medical savings accounts
have been established in China, South Africa and the United States, the authors are
unaware of a similar national program in any of the nine high-income universal health-

care systems discussed here?’ (Wouters et al., 2016).

Finally, although most of the countries employ a variety of safety nets, Singapore’s Med-
iFund scheme?¢ is somewhat notable in that it is a state-run endowment fund financed
through the income generated from the principal endowment (which is topped up in years

of budget surpluses).

Secondary private insurance coverage and benefits

Excluding Canada, the set of high-income universal health-care countries examined by
Esmail and Barua (2018: 7) allow private insurers to cover health-care goods and ser-
vices included in the basic benefit package, either as the primary source of coverage (the
Netherlands, Switzerland and Germany) or as a secondary source (Australia, France, New
Zealand, Sweden, and the United Kingdom).

Singapore’s private insurance market offers citizens considerable choice regarding cover-
age. As documented earlier, there are three main categories of private insurance products.
Some of the benefits for Integrated Shield Plans are enhanced financial protection, offered
by MediShield Life, increased coverage for non-subsidized wards and private hospitals,
out-of-pocket expense caps, access to primary care tele-health, networks of specialists with
guaranteed appointment times, alternative medicine, personal case managers, pre- and
post-hospitalization benefits, psychiatric care benefits, and extended coverage (such as
in private hospitals and higher class wards in public hospitals) for expensive outpatient
procedures. These Integrated Shield Plans also come with various forms of riders, which
can waive deductibles and lower the amount of co-insurance one is responsible for down

to 5 percent (see AIA, 2021, for one example of some of these benefits).

Among the countries in our cohort where universal coverage is not primarily offered

through private insurers, Singapore stands out as having one of the most liberal secondary
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private insurance markets on offer (Table 1). Like several national tax-funded systems
(Australia, France, New Zealand, Sweden, and the United Kingdom) in our cohort, Sin-
gapore allows private insurers to also cover core services. Private plans in Singapore
also offer more choice of providers and physicians, as well as a guarantee of when the
consultation will occur (for example, the company AIA offers a guaranteed specialist con-
sultation within three days) (AIA, 2021). As a result, Singapore stands in stark contrast
to Canada (the most restrictive in our cohort), where none of these options are on offer

in the private insurance market.

We also observe similarities between Singapore and selected SHI countries in our cohort.
For example, Germany and Switzerland allow private insurance to offer an array of
expanded choice and faster access to services—with private or independent coverage of
core services being an inherent feature of the SHI model. In Australia, in addition to being
covered by the government’s universal scheme, patients can purchase private insurance for
quicker access or more comfortable accommodation. More generally, a detailed examina-
tion of 17 OECD countries by Globerman (2020) found that “...in 13 countries, private
insurance markets exist for either primary or secondary coverage,” (p. 12) with all but
three offering private insurance for cost-sharing. This puts Singapore’s approach to private

insurance in line with the vast majority of universal health-care systems.

There is, however, a key design difference in its private insurance market that distin-
guishes Singapore from the rest of the countries in (at least) the cohort studied in this
paper. Specifically, Integrated Plans, as the name implies, are fully integrated with public
MediShield Life coverage. This is most evident in that fact that i) benefit design for IPs
is done in a way in which coverage is, in many cases, a simple extension of the public
benefits offered under MediShield Life, and ii) once the IP is purchased, the company that
offers it becomes the single point of contact for all insurance claims in place of MediShield
Life. Thus, the design and, in particular, the integration of private insurance plans with
public MediShield Life coverage, distinguishes the approach taken by Singapore from

other countries included in our comparison.

Hospital ownership

Another key feature that differentiates the health-care systems of the countries is their mix-
tures of hospital ownership. Throughout the developed world’s universal access health-
care systems, core medical services might be delivered in public, private not-for-profit, or

private for-profit hospitals.?”

As can be seen in Table 3.2, private hospitals are found in several countries with universal
health care (and even in Canada,?® albeit to a very limited extent). While private for-profit

hospitals only constitute 4 percent of all hospitals in Sweden, they represent 43 percent
of hospitals in Germany (Table 3.2). %3

Acute-care hospital ownership in Singapore is basically split between public ownership
and private for-profit ownership, with one psychiatric hospital falling under public
ownership (Ministry of Health, 2020a). Almost 39 percent of acute care hospitals in
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Table 3.2: Hospitals by ownership category in Singapore and comparator countries

(F2) Hospitals (by ownership)

Singapore (Acute, 2020) 18 10 1 7
Singapore (Psychiatric, 2020) 1 1 0 0
Singapore (Community, 2020) 8 4 4 0
Australia (2014) 1322 698 107 517
Canada (2015) 719 72 0 7
France (2015) 3,089 1,389 691 1,009
Germany (2015) 3108 806 979 1,323
Netherlands (2014) 505 0 181 324
New Zealand (2015) 165 85 28 52
Sweden 83 77 3 3
Switzerland (2013) 293 61 82 150
United Kingdom - - - -

Source: Esmail and Barua 2018; Ministry of Health (2020a).

Singapore are categorized as for-profit institutions. As mentioned earlier, public hospi-
tals in Singapore are “corporatized” units—i.e., a “legally autonomous entity registered
as a private firm” that is owned by the government. Although “they enjoy operational
autonomy in all areas, including recruitment, remuneration, purchase, and pricing of
services,” which is reinforced by revenues from non-subsidized wards, the government
can intervene and shape hospitals’ behaviour to control, for example, “...user charges,
physicians’ remunerations, and the number of hospital beds in different ward classes”
(Ramesh and Bali, 2017: 3-4).3! This has, according to Earn (2020), “enabled the Min-
istry of Health to reorganize the public health-care system to ensure better-coordinated
and seamless care (by, for example, creating integrated clusters of public hospitals and

polyclinics)” (174).

Community hospitals, in contrast, were introduced by the government to provide reha-
bilitative, subacute, and outpatient care (e.g., day rehabilitation). These hospitals also
provide services for “patients who have dementia or need palliative care” (Earn, 2020:
174). There is an even split in ownership of community hospitals between public (4) and

private not-for-profit hospitals (4).

It should be noted that MediShield Life can be used by patients to cover care in non-sub-
sidized wards and private hospitals. However, because bills for medical care at non-sub-
sidized wards and private hospitals tend to be larger than in subsidized wards at public
hospitals, MediShield Life is usually only able to cover a smaller portion of the bill
(Central Provident Fund and Ministry of Health, 2015).3? This suggests that a different
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dynamic is at play among private hospitals, the government, and insured individuals in
Singapore—one in which amenities, increased privacy, and care from a private hospital
are viewed as outside (or at least to a lesser extent of) what should be reasonably provided

by public insurance.

Hospital funding

There are two main categories of hospital remuneration, those based on prospective global

budgets for hospitals, and those based on remunerating hospitals based on their activity.

The use of global budgeting involves the setting of prospective budgets where the “system
funding total and its allocation across hospitals is set at the beginning of the fiscal year.
The funding levels and allocations may be adjusted over time—using socio-demographic,
political and economic factors to determine future payments —but mainly follow historic

patterns” (Canadian Institute for Health Information, 2010: 3).

Another way is to remunerate hospitals on the basis of their activity. Activity-based-fund-
ing (ABF), according to the Canadian Institute for Health Information (CIHI, 2010):

can be defined by two features: first, a case mix system is used to describe
hospital activity and to define its products or outputs; second, a payment
price is set for each case mix group in advance of the funding period and
payments to the hospital are made on a per case basis... Other funding
models that share principles of activity-based funding include case mix
funding, diagnosis-related group (DRG)-based funding, patient-focused
funding, pay for performance (P4P), payment by results (PbR), prospec-
tive payment system (PPS) and service-based funding. (3)

The OECD Health Systems Characteristics (2016a) survey classifies these payments as
“DRG-like.” This classification “refers to a payment linked to the type and severity of
hospital cases. Each patient is classified in a specific ‘diagnostic’ group according to his/
her principal diagnosis and a fixed reimbursement is given to the hospital for treating the

patient” (Organization for Economic Cooperation and Development, 2016b: 3).

As can be seen in Table 3.3, DRG-like (or per procedure/service) payments are the predomi-
nant method used to remunerate hospitals in most of the countries examined by Esmail and
Barua. An expanded analysis by Nadeem Esmail (2021) found that 23 countries (of the 28
they examined) with universal health care have adopted activity-based funding—Canada is

among the minority that almost exclusively rely on prospective global budgets.

Australia, France, the Netherlands, and the United Kingdom also use DRG-like pay-
ments for public hospitals while “locat[ing] this within an overall global budget.” This
kind of hospital-level budgeting method is most pronounced in Australia and the United
Kingdom. Esmail and Barua (2018) note, quoting from Kumar and Schoenstein (2013:
19), that this “could be argued to have DRG based budgeting rather than DRG based

reimbursement.”3*
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Table 3.3: Method of hospital funding in Singapore and comparator countries

Public hospitals Private not-for-profit Private for-profit

Singapore Case-based payments
(DRGs) within global budget.*

Australia Per case, DRG-like By procedure, service By procedure, service
Canada Prospective global budget Prospective global budget ~ Prospective global budget
France Per case, DRG-like Per case, DRG-like Per case, DRG-like
Germany Per case, DRG-like Per case, DRG-like Per case, DRG-like
Netherlands Per case, DRG-like Per case, DRG-like -
New Zealand Prospective global budget - -
Sweden Prospective global budget, Prospective global budget, Per case, DRG-like

per case, DRG-like** per case, DRG-like**
Switzerland Per case, DRG-like Per case, DRG-like Per case, DRG-like
United Kingdom Per case, DRG-like By procedure, service Retrospective

Sources: OECD, 2016a; *Earn, 2020; **Anell, Glenngard, and Merkur, 2012; OECD, 20163, Q28b, Item 1.
Note: *Data is based on the OECD 2012 health system characteristics survey; Data for Singapore are based on Earn (2020).

Singapore follows a similar approach to funding its public hospitals as those countries
mentioned above. In this project, first piloted in 1998, Singapore adopted Australia’s
AR-DRG payments system in 1999 (Duckett, 2015). Public hospitals are now reimbursed
on the “basis of diagnosis-related groups (DRGs) for inpatient and day surgery services and
per piece rates for outpatient visits subject to an overall block.”35 Hospitals are remunerated
for providing care via a mix of MediShield Life, MediSave, and MediFund. Public hospitals
are required to meet their “expenses from government payments and patient fees.” These
hospitals are, however, allowed to keep surpluses while also being responsible for meeting
“shortfalls from their reserves” (Earn, 2020: 174).

Physicians’ employment, remuneration, and dual practice

Generally speaking, there are three methods by which physicians are remunerated: salary,
capitation payments, and fee-for-service. Some countries have employed a mixed methods
approach to mitigate the negative effects of some while preserving the positive effects of
others. Table 3.4 presents the most common types of physician employment and forms

of remuneration.

As can be seen in Table 3.4, the predominant model of employment for primary care
physicians in the group of countries examined by Esmail and Barua (2018) is self-em-
ployed practice with a mixed form of remuneration. There are some notable excep-
tions—in Australia, Germany and Switzerland the predominant form of remuneration is

fee-for-service. Primary care physicians in Sweden, on the other hand, are predominantly
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Table 3.4: Physician remuneration in Singapore and comparator countries

Country
Singapore

Australia

Canada

France

Germany

Netherlands

New Zealand

Sweden

Switzerland

United Kingdom

Sources:

Ownership and payment

Meritocracy, Personal Responsibility, and Encouraging Investment

——— Dual practice

Primary Outpatient Inpatient Outpatient Inpatient
Mostly Private/ FFS Mixed/FFS and Salary Public sector, salary? Yes -
Privately employed, Self-employed, Yes (always) Yes (always)

fee for service mixed

Self-employed/Mixed Self-employed/FFS Self-employed/FFS No No

Self-employed, Self-employed, Publicly employed, Yes (always) Yes (sometimes)
mixed fee for service salary

Self-employed, Self-employed, Yes (always) -

fee for service fee for service

Self-employed, Self-employed, Self-employed, Yes (always) Yes (always)
mixed fee for service mixed

Self-employed, Yes Yes
mixed

Publicly employed,

Publicly employed,

Publicly employed,

Yes (sometimes)

Yes (sometimes)

salary salary salary
Self-employed, Self-employed, Private, Yes (always) Yes (always)
fee for service fee for service mixed
Self-employed, Publicly employed, Publicly employed, Yes (always) Yes (always)
mixed salary salary

0ECD, 20164, Q29a
and Q29b

0ECD, 20164, Q30a
and Q30c

0ECD, 20164, Q31a
and Q31c

OECD, 2016a, Q31d

OECD, 2016a, Q30d

Note: FFS = Fee-for-service. Mix implies a mixture of fee-for-service, salary, and capitation for primary physicians, but only fee-for-service and salary for
in-patient physicians. Data for New Zealand is from an OECD survey in 2012, Data for Singapore are based on Earn (2020); *Ministry of Health. (n.d.-b).

publicly employed and paid. As can be seen in Table 3.4 most outpatient specialists
operate as self-employed practitioners and are remunerated through fee-for-service. For
inpatient specialists we see a greater mix of predominant employment and remuneration

among countries.

In Singapore, general practitioner clinics tend to operate as private self-employed
practices that are paid on a fee-for-service model and retain the ability to set their
own fees (Earn, 2020). In 2019, primary care in Singapore was primarily delivered
either through its 20 public polyclinics or its 2,300+ private GP practices (Ministry of
Health, 2020a). Specialist outpatient services “are provided by both the public and the
private sector on a fee-for-service basis,” with public-sector specialists being salaried
(Earn, 2020: 174). These publicly employed specialists see patients in the outpatient
clinics of public hospitals, or through the six national specialty centres, which “serve as
national tertiary centers for cancer, dental, eye, heart, neurosciences, and skin” (Earn,
2020: 178). Public-sector doctors providing inpatient services are salaried (Ministry

of Health, n.d.-b).
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Most high-income universal health-care countries examined allow for some form of
dual practice—i.e., physicians are generally allowed to practise in both publicly funded,
universal settings and in private settings (Canada is a notable exception in restricting
physicians’ activities to one setting only). Like most of the countries examined (and
unlike Canada), Singapore allows specialists working in the public sector to see both pri-
vate and public (subsidized) outpatients while working in hospital clinics and National
Care Centres (Earn, 2020).%¢

Cost-sharing

Nearly every country in our cohort requires citizens to pay either a deductible (the Neth-
erlands and, to a lesser extent, Sweden), co-insurance (France), co-payments (France,
Germany, New Zealand, and Sweden) or, as is the case in Switzerland and Singapore,
all three (Table 3.5).3” Cost-sharing is a key component of Singapore’s health-care sys-
tem. Patients are expected to pay a deductible before their MediShield Life insurance
begins covering the cost of care, co-insurance rates are applied to the cost of care post
deductible, and co-payments are routinely required for different forms of outpatient
care (Central Provident Fund and Ministry of Health, 2015; Earn, 2020). This approach
aligns with the vast majority of universal health-care systems around the world (22
of 28) that expect patients to share in the cost of outpatient primary care, outpatient
specialist care, or acute inpatient care (although the last is relatively less common) via

deductibles (rarely), co-insurance charges, and copays (Barua and Moir, 2022).

Table 3.5: Methods of cost sharing used in Singapore and comparator countries

Yes Yes Yes Yes

Singapore

Australia No Sometimes Sometimes Sometimes
Canada No No No No
France No Yes Yes Yes
Germany No No No Yes
Netherlands Yes No No No
New Zealand* No Yes No No
Sweden Yes Yes* Yes* Yes*
Switzerland Yes Yes Yes Yes
United Kingdom No No No No
Sources: 0ECD, 20164, QN 0ECD, 20164, 0ECD, 2016a, 0ECD, 2016a,

Qi2, Item 2 Q12, Item 3 Q12, ltem1

Note: *Data is based on the OECD 2012 health system chacteristcs survey; Data for Singapore are based on Earn (2020).
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Summary

Key features that define Singapore’s health-care system include: i) the financing of Singa-
pore’s health-care systems through the use of a combination of general taxation alongside
individual insurance premiums; ii) the unique approach of Singapore’s utilization of three
purpose specific funds, including the important role of health savings accounts, to finance
health care; iii) the scope of benefits provided by private insurance, alongside the level of
its integration with the public scheme; and iv) apart from Switzerland, Singapore is the
only country in our cohort to use all three principal cost-sharing instruments (deductibles,
co-insurance, and co-payments) in the provision of public insurance coverage and benefit

payouts.’$

Although Singapore shares a number of features with the nine high-income universal
health-care countries studied in this section, when considered in combination, these fea-
tures distinguish Singaporean health care from the approaches taken by its peers. In the
following section, we will examine how the Singaporean health-care system performs

in comparison with an expanded cohort of international peers with universal coverage.

Performance comparison of the Singaporean health care system with
those of OECD countries with universal healthcare coverage

This section compares the performance of the Singaporean health-care system with the
performance of 28 high-income OECD countries that have universal health-care coverage.
We use a “value for money” approach to compare cost and performance, based on the
methodology described in Moir and Barua (2021).% The countries compared by Moir
and Barua (2021) meet the following criteria: i) they must be a member of the OECD; ii)
they must have universal (or near-universal) coverage for core-medical services; and iii)
they must be classified as a “high-income” country by the World Bank. In this section,

Singapore’s cost and performance is compared with the average for this group of countries.

The level and type of health-care spending is measured by four indicators. Like Moir
and Barua (2021), we include indicators measuring health-care spending as a percent-
age of GDP and spending per capita to compare costs. However, to provide additional
background information on the nature of spending, we also include indicators measuring
domestic private health expenditure (including private insurance and out-of-pocket pay-
ments) as a percentage of current expenditure on health, as well as out-of-pocket health
expenditures as a percentage of household consumption. A rank of one indicates a larger
level (or proportion) of spending on indicators of cost — however, this analysis makes no
assertions about the optimal level of spending (which is assessed relative to performance

in a value-for-money framework).

The performance of each of these countries is measured with 20 indicators representing

four categories:*

1. availability of resources (five indicators)

2. use of resources (two indicators)
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3. quality and clinical performance (10 indicators)

4. and health status (three indicators)*!

It should be noted that while lower rates are preferable for certain indicators of quality
and clinical performance and health status, and higher rates are preferable for others. The
performances of countries on each indicator are ordered such that a rank of one indicates

superior performance on all performance indicators.

The most recent year for which data is reported by Singapore is used to calibrate interna-
tional comparisons for each indicator. Data for Singapore for some indicators were not
available from the OECD health statistics database but were available from the WHO
Global Health Observatory or the World Bank. In these instances, the data were com-
bined so that a comparison could be made. This combination of OECD and WHO data
is similar to recent reports that have included Singapore alongside others from the Asia
Pacific region (OECD and WHO, 2020).

Because age profiles may have implications regarding the international comparison of
spending and health-care system performance,* several indicators are adjusted for age
(non-adjusted values are presented for completeness).* The age-adjustment model used in
this section is the same as that described in Moir and Barua (2021). However, indicators
with a base year that was earlier than 2019 were adjusted using this model but based on

the population age structure for that year.

We advise the reader to exercise caution when drawing conclusions from the comparison
of performance presented below. The set of 28 high-income countries identified by Moir
and Barua are of primary interest to Canadians interested in comparative performance
and reform options. However, Singapore is not a member of the OECD, therefore the
following comparisons may not be appropriate due to differences in data-sourcing, opera-
tional definitions of some measures, and differences in economic and health development
more generally. To our knowledge, there has been no other recent work that compares
the performance of the Singaporean health-care system with those of other high-income
countries that are members of the OECD.** Notably, the Organization for Economic
Co-Operation and Development and the World Health Organization limit their com-
parisons in their performance of Singapore’s health-care system to within the context of
other nations within the Asia Pacific (OECD and WHO, 2020).

That being said, Singapore actually reports a higher GDP per capita than every country
(except Luxembourg) included for comparison (World Bank, 2022a).

Spending

Out of the 29 countries included in this analysis, Singapore ranked as the lowest spender
on health-care (29th) as a percentage of GDP (at 4.4 percent), while ranking 18th out of
29 for health-care spending per capita. After adjusting for age, Singapore continued to
rank 29th out of 29 for health spending as a percentage of GDP but ranked 10th out of
29 for spending per capita (Table 3.6).%
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Table 3.6: Spending on health care, age-adjusted [AA] and non age-adjusted, 2019

Domestic private

health
Out-of-pocket expenditure
Spending AA Spending expenditure % as percentage of
Spending AA Spending (per capita, (per capita, of household current health

Country (% of GDP) (% of GDP) USS PPP) USS PPP) consumption expenditure (%)
Australia 9.4 10.2 4919.2 5,331.0 2.9 283
Austria 104 10.3 5,705.1 5,659.0 3.6 27.0
Belgium 10.7 10.6 5,458.4 5414.3 3.8 232
Canada 10.8 11.2 5,370.4 5,542.6 2.8 29.8
Czech Republic 78 7.6 34175 3,308.1 24 185
Denmark 10.0 9.7 5477.6 5,3185 31 16.7
Finland 9.2 8.3 4,561.5 4,128.8 3.0 19.8
France 111 10.6 52743 5,043.6 1.9 247
Germany 117 10.7 6,518.0 59541 2.8 22.3
Greece 7.8 7.1 2,319.0 2,086.3 4.0 517
Iceland 8.6 9.8 4,540.8 5,198.6 2.7 17.1
Ireland 6.7 1.1 5,083.2 5,837.5 2.7 254
Israel 75 9.1 2,903.4 3,554.9 2.9 331
Italy 8.7 7.6 3,653.4 3,197.7 34 26.1
Japan 110 8.2 4,691.5 3,471.9 25 16.1
Korea 8.2 9.1 3,406.3 3,805.7 51 405
Latvia 6.7 6.3 2,074.0 1,965.2 4.0 39.2
Lithuania 7.0 6.7 2,127.2 2,623.9 3.7 34.6
Luxembourg 54 6.1 54145 6,180.1 1.6 12.8
Netherlands 10.2 10.0 5,739.2 5,641.0 25 341
New Zealand 9.1 10.0 42119 4,648.7 2.0 244
Norway 10.5 11.0 6,744.6 7,024.9 3.3 142
Portugal 95 8.6 3,347.4 3,029.9 45 39.0
Singapore 4.4 53 4,450.6 5,367.8 35 48.3
Slovenia 8.5 8.2 3,303.5 31783 19 21.6
Spain 9.1 8.9 3,600.3 3,517.1 35 29.4
Sweden 109 105 5,551.9 5,341.6 34 151
Switzerland 113 113 7,138.1 7,167.4 55 67.9
United Kingdom 10.2 10.2 4,500.1 4,504.8 2.5 20.5
OECD +1 Average 9.0 9.0 4,555.3 4,587.7 31 28.5
Singapore Rank 29 29 18 10 9 3
No. of Countries 29 29 29 29 29 29

Sources: OECD, 2021a; WHO 2020a.
Note: PPP = Purchasing Power Parity
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Singapore is notable for spending a smaller amount on health care as a percentage of GDP
than all the countries examined. However, Singapore is basically an average spender on a

per capita basis (and above average on an age-adjusted per capita basis).

For additional context, we also examine two indicators of the nature of health-care
spending. Domestic private spending accounted for 48 percent of current health expen-
diture—ranking Singapore 3rd highest out of 29 countries. Further, when examining
out-of-pocket health expenditures as a percentage of household consumption, Singapore

reported a rate of 3.5 percent—ranking 9th highest out of 29.

These indicators clearly suggest that private spending makes up a larger portion of overall
spending in Singapore compared with most OECD countries with universal health-care
systems. In addition, its domestic private health expenditure represents a larger portion
of current health expenditure than do those of almost every comparator country (except

Greece and Switzerland).

Availability of resources

Out of 29 countries, Singapore ranked nearly last at 28th for physician availability (in
2016, the latest data available), 24th out of 29 for nursing availability (in 2017, the latest
year available),* and 28th out of 29 for total hospital beds (in 2017, the latest data avail-
able). After we adjust for age, Singapore ranked 25th out of 29 for physician availability,
20th out of 29 for nursing availability, and 20th out of 29 for total hospital beds.

As can be seen from these rankings and Table 3.7, Singapore clearly has fewer human

and capital medical resources than the majority of OECD countries.

We see similar results for the availability of health technology resources. In 2013 (the
latest year for which data was available) Singapore ranked 23rd out of 26 countries for
magnetic resonance imaging (MRI) availability (per one million population) and 27th
out of 27 for computed tomography scanner (CT) availability. After adjusting for age,
Singapore ranked 19th out of 26 for MRIs and 25th out of 27 for CT scanners.

Overall, we can see that Singapore is a low performer when it comes to the availability
of medical technology, when compared with other OECD countries.

Use of resources

To get a better understanding of the general utilization of health-care services, we exam-
ined two indicators i) physician consultations per capita; and ii) the number of total
hospital discharges per 100,000 population.*” It should be noted that they are examined
in this publication simply as indicators of the provision of health-care services in the

context of health-care spending.*

For physician consultations per capita in 2013 (the latest year for which data were avail-
able), Singapore ranked 28th out of 28 countries. We see a similar case for hospital

discharges per 100,000 population, with Singapore ranking 27th out of 29 (in 2018, the
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Table 3.7: Availability of human and capital resources per thousand population, age-adjusted [AA] and
non age-adjusted, 2016 and 2017

Total AA total
Physicians AA physicians Nurses AA nurses hospital beds hospital beds
Country (2016) (2016) (2017) (2017) (2017) (2017)
Australia 36 3.9 117 12.6 3.8 42
Austria 51 5.0 6.9 6.7 74 13
Belgium 31 3.0 11.2 11.1 5.7 5.6
Canada 2.6 2.7 10.0 104 25 2.6
Czech Republic 37 3.6 8.5 8.3 6.6 6.5
Denmark 4.0 3.9 10.0 9.7 2.6 2.5
Finland 3.2 29 14.3 13.0 3.3 3.0
France 31 3.0 10.5 10.1 6.0 5.7
Germany 42 38 13.1 119 8.0 72
Greece 6.1 55 3.3 3.0 42 3.8
Iceland 39 44 145 16.5 31 35
Ireland 32 Y 122 14.0 3.0 34
Israel 31 3.8 51 6.2 3.0 3.7
Italy 40 35 58 51 3.2 2.8
Japan 24 18 11.3 8.4 13.1 9.7
Korea 2.3 2.6 7.0 7.9 12.3 14.0
Latvia 3.2 3.0 4.6 43 5.6 5.2
Lithuania 4.5 43 1.7 174 6.6 6.3
Luxembourg 29 3.2 117 132 4.7 5.2
Netherlands Bl 3.5 10.9 10.8 33 32
New Zealand 31 3.4 10.1 11.2 2.7 3.0
Norway 4.6 48 17.7 184 3.6 38
Portugal 438 44 6.7 6.1 34 31
Singapore 2.3 2.9 6.2 7.8 2.5 31
Slovenia 3.0 2.9 9.9 96 45 44
Spain 3.8 37 57 5.6 3.0 2.9
Sweden 42 4.0 10.9 10.3 22 2.1
Switzerland 43 42 17.2 17.2 47 46
United Kingdom 2.8 2.8 7.8 7.8 2.5 2.5
OECD +1 Average 3.6 3.6 9.7 9.8 4.7 4.6
Singapore Rank 28 25 24 20 28 20
No. of Countries 29 29 29 29 29 29

Sources: OECD, 2021a, and 2022. Data for Total Beds for OECD countries comes from OECD, 2022. Physician and Nursing data for Singapore is from the World
Bank, 2022c. Hospital bed data is from the WHO, 2020b. Calculations for Singapore hospital bed data completed by authors.
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Table 3.8: Diagnostic technology availability per million, age-adjusted [AA] and non age-adjusted, 2013

Magnetic resonance AA magnetic resonance Computed AA computed
imaging units imaging units tomography scanners tomography scanners
Country (2013) (2013) (2013) (2013)
Australia 139 15.0 53.7 58.0
Austria 19.2 18.9 29.6 29.1
Belgium 10.8 10.7 22.9 22.6
Canada 8.9 9.2 14.8 153
Czech Republic 74 72 15.0 14.7
Denmark 154 149 378 36.6
Finland 22.1 20.2 21.7 19.8
France 94 9.0 145 139
Germany 289 26.2 33.7 30.6
Greece 22.1 19.8 337 30.1
Iceland 216 24.6 40.2 45.6
Ireland 132 152 17.7 204
Israel 3.5 4.2 8.9 109
Italy 25.2 221 331 29.0
Japan 46.9 34.8 101.3 75.2
Korea 244 21.7 375 42.6
Latvia 10.4 9.8 348 32.7
Lithuania 10.5 10.0 237 22.6
Luxembourg 12.9 145 221 24.8
Netherlands 115 11.3 115 11.4
New Zealand 11.3 124 16.7 184
Norway = - - =
Portugal 9.3 8.4 27.6 25.1
Singapore 7.8 9.7 8.9 11.1
Slovenia 9.2 9.0 121 118
Spain 15.3 14.9 17.6 17.1
Sweden - - - -
Switzerland - - 36.6 36.6
United Kingdom 72 72 9.3 9.2
OECD +1 Average 15.3 149 27.3 26.5
Singapore Rank 23 19 27 25
No. of Countries 26 26 27 27

Sources: OECD, 2021a. Data for Singapore is from WHO, 2020b.
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Table 3.9: General Utilization per capita, per hundred thousand, age-adjusted [AA] and non age-adjusted, 2013 and 2018

Doctor AA doctor Inpatient care discharges, AA Inpatient curative care
consultations, consultations, per 100,000 population discharges, per 100,000
Country per capita (2013) per capita (2013) (2018) population (2018)
Australia 6.5 7.0 18,410.2 19,902.3
Austria 6.8 6.7 24,701.8 24,4423
Belgium 6.7 6.6 16,554.5 16,380.6
Canada 6.9 7.2 8,330.1 8,628.6
Czech Republic 74 7.2 19,589.8 19,032.4
Denmark 4.7 4.6 14,733.3 14,2704
Finland 4.2 3.8 16,162.1 14,682.7
France 6.4 6.1 18,638.3 17,888.3
Germany 9.9 9.0 25,246.4 22,9355
Greece - - 13,718.7 12,311.8
Iceland 6.0 6.8 11,038.8 12,607.2
Ireland 3.8 44 13,625.0 15,656.1
Israel 6.2 7.6 15,2343 18,606.9
Italy 6.8 6.0 11,4146 9,996.9
Japan 12.8 9.5 12,954.9 9,593.0
Korea 14.6 16.6 17,172.8 19,374.8
Latvia 6.2 5.8 18,648.1 17,573.0
Lithuania 8.1 1.1 22,235.7 21,275.9
Luxembourg 59 6.6 14,288.7 16,170.2
Netherlands 6.2 6.1 9,278.4 9,125.1
New Zealand 3.7 41 13,736.3 15,170.2
Norway 4.2 4.4 15,941.6 16,614.0
Portugal 41 3.7 10,970.4 9,935.9
Singapore 17 21 10,369.1 12,756.4
Slovenia 6.5 6.3 17,4953 16,945.7
Spain 74 7.2 11,516.2 11,222.7
Sweden 29 2.8 13,982.6 13,379.0
Switzerland 819 39 16,958.0 16,985.9
United Kingdom 5.0 5.0 12,964.8 12,946.6
OECD +1 Average 6.3 6.2 15,376.2 15,393.5
Singapore Rank 28 28 27 21
No. of Countries 28 28 29 29

Source: OECD, 2021a. Data for Singapore is from the OECD/WHO, 2020 report. Calculations by authors. * Data for Canada and the Netherlands is for Curative
Care Discharges
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latest year available). Even after we adjusted for age, Singapore ranked last in physician
consultations at 28th out of 28. After age adjustment, Singapore ranked 21st out of 29
for hospital discharges.

Clinical performance and quality

This section compares the performance of each country based on 10 indicators of clinical
performance split among acute care, cancer care, and patient safety. In Table 3.10 we
present the absolute rate for each indicator, the performance for each country is based on
the upper and lower confidence intervals of that rate (calculated by the OECD) in relation
to the calculated average range for the included countries for seven out of 10 indicators.

For a more detailed discussion of indicator selection, see Moir and Barua (2021).

Acute care

Singapore ranks 20th out of 23 for the rate of hip-fracture surgery initiated within 48
hours after admission to the hospital. Singapore performed statistically worse than the
average for its performance on the indicator measuring 30-day mortality after admission
to hospital for advanced medical imaging (AMI), ranking 27th out of 28. Singapore
ranked 7th out of 28 countries (better than average) in 30-day mortality after admission
to a hospital for a hemorrhagic stroke and Sth out of 28 countries (better than average)

in 30-day mortality after admission to a hospital for an ischemic stroke.

Cancer care

Singapore ranks 25th out of 27 countries on the indicator measuring the rate of five-year
survival after treatment for breast cancer (worse than average), 24th (out of 27) mea-
suring the rate of five-year survival after treatment for cervical cancer (not statistically
different from the average), 20th (out of 27) measuring the rate of five-year survival for
colon cancer (not statistically different from the average), and 21st (out of 27) measuring

the rate of five-year survival for rectal cancer (not statistically different from the average).

Patient safety

Singapore ranked 17th (out of 21) for its performance on the indicator measuring obstetric
trauma during a vaginal delivery with an instrument, and 9th (out of 21) for its perfor-
mance on the indicator measuring obstetric trauma during a vaginal delivery without an

instrument.

In summary, Singapore performs well on three indicators of clinical performance and

quality, and average on three, while its performance on the remaining four is poor.

Health status

We included three indicators to assess the health status of Singapore and other compara-

tor countries. The first is life expectancy at birth, an indicator that measures the average
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Table 3.10a: Clinical performance and quality, 2019 and 2010-2014

Country

Australia
Austria
Belgium
Canada

Czech Republic
Denmark
Finland

France
Germany
Greece

Iceland

Ireland

Israel

Italy

Japan

Korea

Latvia
Lithuania
Luxembourg
Netherlands
New Zealand
Norway
Portugal
Singapore
Slovenia

Spain

Sweden
Switzerland
United Kingdom
OECD +1 Average
Singapore Rank

No. of Countries

Source: OECD, 2022.

Breast cancer
(five year net
survival,
2010-2014,

female, 15 years old
and over,
age-standardised
survival %)

89.5b
848a
864 a
88.6b
814w
86.1a
885b
86.7 a

86 a

89.1a
82w
88b
86 a
89.4b
86.6 a
769w
735w

86.6 a
876a
872a
87.6a
803w
835a
853 a
88.8b
86.2a
856a
85.5
25

27
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Cervical cancer
(five year net
survival,
2010-2014,
female, 15 years old
and over,
age-standardised
survival %)

66.4 a
639 a
654 a
673a

61w
69.5 a
67.4a

65 a
652 a

80.1b
636a
66.6 a
66.8a
714b
773b
539w
59.2 w

675a
67.4a
732b
66.2 a
63.4a
6554
64.6 a
68.3a
714 a
63.8a
66.7
24

27

Colon cancer
(five year net
survival,
2010-2014,

15 years old
and over,
age-standardised
survival %)

70.7b
63.7 a
67.9b

67 b
56.1w
61.6a
649a
63.7a
648 a

68.2a
605w
717b
642 a
67.8b
718b
488 w
56.9 w

631a
64 a
64.9 a
609a
61.7a
61.9a
633 a
649a
67.3b
60 w
63.8
20

27

Rectal cancer
(five year net
survival,
2010-2014,

15 years old
and over,
age-standardised
survival %)

71b
642 a
66.6 b
67.1b
523w
64.8 a
644 a
609 a
623 a

63 a
61.7a
67.8b
613a
648a
711b
495w
527w

653 a
66 a
68.3b
596 a
60.5a
60.3a
595a
64.7 a
67.3b
625a
62.9
21

27

Admission-based
AMI 30 day
in-hospital

mortality (age-sex

standardised rate
per 100 patients;
45 years old
and over)

32b
52b
6.4a
46b

7a
45b
6.8a
bba
83w

2b
47b
b3a
54b
97w
89w
144w
93w
85a
29b
43b
32b
73w
99w
42b
6.5a
35b
51b
6.6a
6.2
27
28
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Table 3.10b: Clinical performance and quality, 2019 and 2010-2014

Country

Australia
Austria
Belgium
Canada

Czech Republic
Denmark
Finland

France
Germany
Greece

Iceland

Ireland

Israel

Italy

Japan

Korea

Latvia
Lithuania
Luxembourg
Netherlands
New Zealand
Norway
Portugal
Singapore
Slovenia

Spain

Sweden
Switzerland
United Kingdom
OECD +1 Average
Singapore Rank

No. of Countries

Source: OECD, 2022.

Admission-based
Hemorrhagic stroke
30 day in-hospital
mortality (age-sex

standardised rate
per 100 patients;
45 years old
and over)

199 a
184b
264 w
236a
258w
239a
234a
2244

22a

87b

23a
204 a
198a
119b
154b

40w
323w
178a
245w
209a
158 b
246 a
17.3b
251a
217w
153b
154 b
275w

218

28

Admission-based
Ischemic stroke
30 day in-hospital
mortality (age-sex
standardised rate
per 100 patients;
45 years old
and over)

54b
6.1b
79a
75a
103w
48b
84w
71a
6.2b

39b
6.7a
58b
6.3b
3b
35b
196w
12.4 w
75a
5b
6.5a
38b
9.8 w
43b
108 w
93w
54 b
5.4 b
9w

1.2

28

Hip-fracture surgery
initiated within 48
hours after
admission
to the hospital
(crude rate per 100
patients; 65 years
old and over)

90.2

87
931
80.9
97.6
86.8

921

95.2
87.5
88.1
69.7

35
64.9

95.4

92
966
415
64.4
709
556
937
908
88.7
808

20

23

Obstetric trauma

vaginal delivery

with instrument,

2019 (crude rate

per 100 vaginal
deliveries,
female, 15 years old

and over)

6.2

34
163

12.7
29

6.4

3.7
19
24

3.3
1.0

3.4
9.3
2.7
2.7
75
34
4.6
9.9
73
5.8
5.6
17
21

Obstetric trauma
vaginal delivery
without instrument,
2019 (crude rate
per 100 vaginal
deliveries,
female, 15 years old
and over)

2.4

0.7
34

29
1.0

15

5
05
13

0.4
0.4

2,6
1.8
13
05
1.2
08
0.9
21
21
24
15

21
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Table 3.11: Health status, 2019

Life expectancy Healthy life expectancy Deaths per
Country at birth, years (2019) (HALE), years (2019) 1,000 live births (2019)
Australia 83.0 709 3.2
Austria 817 709 29
Belgium 814 70.6 34
Canada 82.2 713 44
Czech Republic 79.1 68.8 24
Denmark 813 71.0 32
Finland 81.6 71.0 19
France 82.5 721 3.4
Germany 81.7 709 32
Greece 811 70.9 3.7
Iceland 82.3 720 1.6
Ireland 81.8 711 2.7
Israel 82.6 724 3.0
Italy 83.0 71.9 2.6
Japan 84.3 74.1 19
Korea 83.3 73.1 2.7
Latvia 754 66.3 35
Lithuania 76.0 66.7 3.0
Luxembourg 82.4 71.6 23
Netherlands 818 714 3.5
New Zealand 82.0 70.2 41
Norway 82.6 714 19
Portugal 81.6 71.0 28
Singapore 83.2 73.6 20
Slovenia 813 70.7 1.8
Spain 83.2 721 2.7
Sweden 824 719 2.2
Switzerland 83.5 725 3.6
United Kingdom 814 70.1 37
OECD +1 Average 81.7 711 29
Singapore Rank 4 2 6
No. of Countries 29 29 29

Source: WHO, 2020b
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number of years a person can be expected to live assuming age-specific mortality levels
remain constant (OECD, 2015). We also use a measure called healthy life expectancy
(HALE) that reflects how long individuals in a country can be expected to live in a good
state of health (or not in a poor state of health). Finally, we use one measure of mortality,
infant mortality, which counts the probability of death between birth and one-year of age
(per 1,000 live births).* Overall, we see Singapore performing well on these measures—
ranking 4th (out of 29) for life expectancy at birth; 2nd (out of 29) for health-adjusted
life expectancy; and 6™ best (out of 29th) for infant mortality.

Summary of performance

When examined alongside other universal health-care systems from high income countries
around the world, Singapore is clearly one of the least expensive (as a share of the economy)
overall. Its performance with regard to the availability of medical resources is relatively low
and below the OECD average. When it comes to the use of resources, Singapore reports a
low level of hospital activity and doctor consultations. Its record on clinical performance is
mixed, but compared with the full OECD cohort, it performs better on three, average on

three, and below average on four out of 10 indicators.

Overall, Singapore lags behind other OECD countries on the majority of indicators of
performance examined. However, it could be said that such performance is in concordance
with its comparatively low spending (as a share of the economy) on a value-for-money basis.
Notably, Singapore performs better than the average OECD+1 country on three indicators
of clinical performance and quality, as well as all three indicators of health status (although

these are impacted by various factors outside the direct purview of the health care system).

Conclusion

The Singaporean health-care system represents a departure, in both philosophy and design,
from those that have been implemented throughout much of the developed world during
the twentieth century. In particular, while the universal health-care systems studied in this
paper generally fit into one of two categories i) tax-funded systems where government is
the primary insurer and ii) social health insurance (SHI) systems with multiple competing

insurers, Singapore’s approach is unique (while sharing features of both).

Singapore’s mixed multi-payer health-care system provides universal coverage through a

combination of programs collectively known as the 3Ms:

1. MediShield Life: a mandatory basic insurance scheme requiring premium
payments that is predominantly tax supported;

2. MediSave: a compulsory national savings scheme that helps Singaporeans
set aside part of their income to pay for their own or a dependent’s medical
expenses; and

3. MediFund: a safety net for the poor and those who exhaust their MediSave
accounts, established through a government investment fund.
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While there is a great degree of overlap between aspects of Medishield Life and the tax-
funded and social health insurance (SHI) universal health-care systems discussed in this
chapter, the reliance on MediSave as a core aspect of its universal health-care system sets

Singapore apart from every other universal health-care system examined in this paper.

More generally, Singapore’s health-care system departs in a number of ways from the
approaches of more restrictive public health-care systems (like Canada’s), and aligns
closer to the eight high-performing countries studied in this chapter that partner with
the private sector, fund hospitals based on activity, and expect patients to share in the
cost of treatment. Singapore has a permissive private insurance marketplace that allows
coverage for core services as well as expanded choice and faster access—an approach that
is in line with the vast majority of universal health-care systems documented elsewhere.
Singapore also delivers care through a system of both public and private hospitals, with
almost 39 percent of its acute care hospitals categorized as for-profit institutions (similar
proportions are found in Australia and Germany). Singapore’s approach to hospital fund-
ing is also a mixture of approaches seen elsewhere—combining activity-based funding
for public hospitals with block grants. Like most of the countries examined, Singapore
allows specialists working in the public sector to see both private and public (subsidized)

outpatients while working in hospital clinics and National Care Centres.

Finally, cost-sharing is a key component of Singapore’s health-care system. Patients are
expected to pay a deductible before their MediShield Life insurance begins covering
the cost of care, co-insurance rates are applied to the cost of care post-deductible, and
co-payments are routinely required for different forms of outpatient care. This approach

aligns with those of the vast majority of universal health-care systems around the world.

In terms of performance, relative to members of the OECD (of which it is not a part), Singa-
pore was the lowest spender as a percentage of the economy, and ranked in the middle of the
pack (10th) for health-care spending per capita on an age-adjusted basis. Somewhat in line
with this low level of spending, Singapore performed poorly on all measures of availability
and utilization of medical resources. However, while Singapore’s performance on measures
of clinical performance and quality were worse than the OECD+1 average on four measures,
it performed better on three. Overall, Singapore performed below the OECD+1 average on
14 of 17 indicators of performance. While Singapore’s performance is often behind other
OECD countries, it could be said that such performance is in concordance with its relative

(low) spending as a percentage of its economy on a value-for-money basis.

In addition, although indicators of health status are impacted by various factors outside
the direct purview of the health-care system, it should be noted that Singapore performed

comparatively well on all three measures examined in this report.

The description of Singapore’s mixed multipayer system presented in this paper adds to
the wealth of knowledge of how universal health-care countries—including high per-
formers like Switzerland, Germany and the Netherlands—partner with the private sector,

fund hospitals based on activity, and expect patients to share in the cost of treatment.
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In addition, Singapore’s unique utilization of health savings accounts—which enable

individuals to save money to use for their health-care needs when they are failed by

the government system—provides a new dimension for consideration as an alternative

to government monopolies over the funding and delivery of services within a universal

healthcare framework.

Notes

10

11

Other key national organizations include the Agency for Care Effectiveness, the Health
Sciences Authority, and the Health Promotion Board.

The three key groups (also known as “clusters”) are the National Healthcare Group, the
National University Health System, and Singapore Health Services

Haseltine (2013) describes major restructuring of Singapore’s hospitals over the course of
the 1980s and 1990s. Reforms in the 80s were designed to give hospitals “greater autonomy
to function more like private hospitals than public institutions under a central control.” The
goal of corporatization was to encourage hospitals to compete against one another for
patient fees with “unsubsidized wards... meant to serve as a benchmark in terms of quality
and price for the private sector” (10). However, increased costs and affordability issues
required extensive government intervention in the 1990s in “...all significant aspects of
hospitals’ operations, their autonomy notwithstanding: the types and volume of specialised
clinical services they provide, the fees they charge, the salaries they pay, and the expensive
equipment they purchase. It also tweaked the formula by which it paid hospitals, to ensure
that hospitals did not under- or over-supply services” (Ramesh and Bali, 2017: 3).

These four accounts include the Ordinary Account (for housing and insurance); the Spe-
cial Account (for old age and investing in retirement products; iii) the Medisave Account
(for specific hospitalization and health-care expenses) and the Retirement Account (cre-
ated for those over the age of 55).

Government subsidies for care and coverage play a major role in the affordability of care.
They are funded through general tax revenue and “...are based on the principles of fiscal
balance and affordability” (Earn, 2020: 171).

Established in 1990, MediShield was originally designed to provide “...assistance to
individuals with prolonged illnesses that may require long-term medical treatment” in
subsidized hospital wards (Class C and B2) and “...cover a portion of expenses for hos-
pitalization and certain outpatient treatments, such as kidney dialysis and approved can-
cer treatments” but only under “designated circumstances” (Haseltine, 2013: 52). Sin-
gaporeans were automatically enrolled in this insurance scheme, expected to pay annual
premiums on an age adjusted basis, but were able to opt out of their own accord.
Depending on their age and income, Singaporeans can have their premiums subsidized at
a rate of 15-50%.

For a list of broad categories considered as serious pre-existing conditions, see Ministry of
Health (2021f), <https://www.moh.gov.sg/home/our-healthcare-system/medishield-life/
what-is-medishield-life/coverage-for-pre-existing-conditions>.

Wards are classified as A [single-bed, air-conditioner, TV], B1 [four beds, air-conditioner,
TV], B2 [six beds, self-ventilated, no TV] and C [eight to 10 beds, self-ventilated, no TV].
Wards A and B1 are often referred to as unsubsidized wards receiving zero and 20 per-
cent subsidy, respectively, while B2 and C wards are generally referred to as “subsidized
wards” receiving subsidies of 50-65 percent and 65-80 percent, respectively (Ministry of
Health, n.d.-a).

Ordinary monthly wages considered for contributions by the CPF for all accounts are
capped at $$6,000 per month (in 2022). Top ups can be made up until the Basic Health-
care Sum or BHS is reached. (Central Provident Fund Board, 2021e, 2022b, 2022c).

See Central Provident Fund Board (2022d), <https://www.cpf.gov.sg/content/dam/web/|
member/healthcare/documents/list-of-medical-institutions-medisave-medishield-life.
pdf>.
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See Central Provident Fund Board (2023), <https://www.cpf.gov.sg/member/healthcare-
financing/using-your-medisave-savings/using-medisave-for-outpatient-treatments>.

In 2007 Medifund Silver was created to provide targeted assistance for the elderly, and
in 2013 Medifund Junior was created to targeted assistance for children.

While MediFund applications are assessed holistically and on an individual basis (the
applicants and their family, financial, health and social circumstances), basic criteria
required for consideration include: they must i) be a Singaporean citizen; ii) be a subsi-
dized patient; iii) have received or require treatment from a MediFund approved institu-
tion; iv) have trouble with medical bills after exhausting government subsidies, MediSh-
ield Life, Medisave, and cash.

Integrated Shield Plans come in five basic types - i) Basic Plans; ii) Standard Integrated
Shield Plan (for Public Hospital Class B1 Coverage); iii) Class B1 Plans; iv) Class A Plans;
v) Private Hospital Plans. A breakdown of the differences in benefits offered by individual
plans, and their corresponding categories, is beyond the scope of this paper (see Ministry
of Health, 2021b, for links that allow for a comparison of plans).

For other case examples of how billing works under MediShield Life, see Central Provi-
dent Fund Board and Ministry of Health, 2015.

Patients are considered subsidized for outpatient specialist visits when they are referred
by a polyclinic or a GP that is part of the Community Health Assist Scheme. If they are
referred by a non-participating GP or do not have a referral, they are considered private
patients. Private patients can choose the specialist they wish see, subsidized patients have
one assigned to them (Earn, 2020).

The countries all share the goal of ensuring universal access to health care regardless of
the patient’s ability to pay and generally perform on par or better than Canada does (the
primary focus of Esmail and Barua’s 2018 report) on most indicators of performance
(Moir and Barua, 2021).

Esmail and Barua’s findings, as well as those of Fraser Institute’s series Understanding
Universal Health Care Reform Options, are primarily based on data from the OECD’s
2016 survey of health system characteristics. However, data for Singapore in this sec-
tion — which was not included in the OECD’s survey — is from an array of different
sources.

Some tax-funded countries, or subnational regions within them, also use health focused
levies/taxes that are ostensibly used to generate additional revenue for health care.
England, for example, has a Health and Social Care Levy (United Kingdom, 2022).
Australia also has a Medicare Levy (Australian Taxation Office, 2021). Some Canadian
provinces, such as British Columbia, at one point used health insurance premiums, but
they were eliminated on January 1, 2020 (British Columbia Ministry of Health, 2020). It
should be noted that in Canada these levies contributed to general revenues.

Although Canada has a single public insurance entity for each province.

The types of direct care that are subsidized include hospital care in C and B2 wards,
primary care visits at a polyclinic, specialist care visits (depending on residency status),
emergency care, and intermediate- to long-term care post-hospital discharge (Earn, 2020)
Germany, the Netherlands, and Switzerland also fund their health-care systems, to vary-
ing degrees, from general tax revenue and government grants (Bliimel and Busse, 2020;
Sturny, 2020; Wammes et al., 2020).

For a comparison of Integrated Shield plans, see Ministry of Health (2021b), <https://
www.moh.gov.sg/cost-financing/healthcare-schemes-subsidies/medishield-
life/comparison-of-integrated-shield-plans>,and Lim (2022), <https://blog.moneysmart.
sg/health-insurance/integrated-shield-comparison/>.

While not a medical savings account per se, the German PHI system does have a savings
component intended to support premium increases in old age.

This is typically used after Medishield Life payouts have been applied and Medisave
accounts/cash reserves have been exhausted.

The question of who pays for the services—an individual, a public insurer, or a private
insurer—is independent of the question of the ownership or profit motive of the institu-
tion where the service is delivered.

Canadian hospitals are technically classified as private not-for-profit institutions. This
definition has, however, been challenged, as they “are governed largely by a political
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process, given wage schedules for staff, are told when investment can be undertaken,
denied the ability to borrow privately for investment, told which investments will be
funded for operation, and forcibly merged or closed by provincial governments” (Esmail
and Walker, 2008). The OECD seems to agree, classifying no hospitals in Canada as
private not-for-profit “as they are controlled by government units” (Esmail and Barua,
2018; OECD, 2021b: 1-2).

In Table 2, data for the Netherlands include for-profit hospitals that “do not have a
license for health insurance coverage” as well as “the number of independent treat-
ments.” The lower house of the Dutch parliament passed legislation in 2014 that would
allow hospitals to operate on a for-profit basis and distribute profits to investors (Tweede
Kamer der Staten-Generaal, 2015). This bill was still pending approval by the senate as
of October 10, 2018 (Meersma, 2018).

Again, it should be noted that the presence of private hospital ownership does necessarily
imply that access to them is restricted to only those who are wealthy or those with private
insurance. For example, private hospitals in Australia have an integrated role to play
with the public system with “governments often contract|ing] with private hospitals for
the provision of universally accessible services” (Esmail and Barua, 2018: 8).

Most public hospitals and polyclinics are owned by one of three clusters, National Uni-
versity Health System, National Healthcare Group and Singapore Health Services (Earn,
2020; MOH Holdings, n.d.-b; Ramesh, 2008).

In some ways, this is similar to the Australian health-care system, where patients can
choose to be treated in hospital as either a public or a private patient. Private patients
only receive 75 percent coverage of the federally determined provider fees for medical
services through Medicare. Patients must bear the cost of this gap unless their insurance
includes “gap coverage” that can top up unfunded portions for medical services (Barua
and Esmail, 2015; Glover, 2020).

Global budgets disconnect funding levels from service provision, resulting in fewer incen-
tives for “higher or superior quality care,” fewer services, quicker discharges, avoid-
ing costly patients, and “shifting patients to outside institutions” (Esmail and Barua,
2018:12). In exchange for this, government bureaucracies and hospitals enjoy a simpler,
more direct, and predictable form of administration and budgeting.

Esmail and Barua (2018: 14, citing Kumar and Schoenstein, 2013) note that even in the
Netherlands, the budget is “set across the entire hospitals sector, while countries like France
deploy “...a mix of both setting budgets at the hospital level and at the national level, and
links this to a broader macroeconomic spending target across the health sector” ( p. 19).
However, Germany and Switzerland are not bound by these budgeting constraints.
Above-the-block funding is also available to public hospitals who need it for “new ini-
tiatives and programs such as new service development, research, and education” (Earn,
2020).

A patient is considered a subsidized patient if they receive a referral from a polyclinic.
Referrals from a GP are considered private unless done so under the Community Health
Assist Scheme. Self-referrals are considered to be private (Earn, 2020).

The only countries in this cohort where all cost-sharing was absent for physician and
hospital services are Canada and the United Kingdom.

For more on the differences in incentives associated with each principal cost-sharing
approach, see Barua and Moir (2022).

The countries that have been included in this comparison can be seen in table P1.

Moir and Barua (2021) include 40 indicators of performance. Because Singapore is not
a member of the OECD, and is not a country of focus for the Commonwealth Fund
International Health Policy Survey, there are several indicators for which data are not
collected for Singapore. Indicators for which there were no data were omitted from this
analysis. Notably, no indicators are available for access to resources

However, these indicators can be influenced to a large degree by non-medical determinants
of health that lie outside the purview of a country’s health-care system and policies.

Older populations require higher levels of health-care spending as a result of consuming
more health-care resources and services (Esmail and Walker, 2008)

In 2019, Israel and Singapore only had 11.9 and 12.4 percent of their populations over the
age of 63, respectively, versus the 28.4 and 22.9 percent reported in Japan and Italy.
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Ramsay (2002) compared the performance of eight health-care systems, in which Singa-
pore received a score of 62 out of 100 using a min-max method.

The difference in impact of the age-adjustment method between the two measures is likely
due to the fact that Singapore reports a higher GDP per capita than every country (except
Luxembourg) included for comparison. As a result, age-adjustment for Singapore’s young
population (Singapore had the second smallest proportion of their population over the age
of 65—in 2019 it was 6.1 percent lower than the OECD average) has a smaller effect on the
first measure (reported as a proportion of GDP) in comparison with the second (reported
in per capita terms only).

Nursing data for Singapore comes from the World Bank (which is in turn sourced from the
OECD and the WHO). The data used by the remaining countries comes from the OECD
database. This indicator for Singapore includes midwives in its count—whereas those used
for other countries specifically exclude midwives. While this is a significant difference in
operational definition, an examination of data for Japan—a country reported on in OECD
and WHO (2020) and also an OECD member that regularly reports data to the OECD
health statistics database—may be useful. According to the World Bank (2022b), Japan
reports a 12.7 nurse and midwife availability rate per 1,000 in 2018, whereas in Japan,
according to the OECD (2021), the availability of nurses alone per 1,000 in 2018 was
11.8—representing an 8 percent difference. As a result, strictly speaking, it is likely that the
data provided here for Singapore is an over-estimation of the availability of professional
nurses

The OECD notes that “[h]ospital activities are affected by a number of factors, including
the capacity of hospitals to treat patients, the ability of the primary care sector to prevent
avoidable hospital admissions, and the availability of post-acute care settings to provide
rehabilitative and long-term care services” (OECD, 2015: 106).

As the CIHI points out, “the utilization of health-care services should be related to the
need for services” and that “other things being equal, a healthier population would
have less need for services than an unhealthier one” (2011: 17). However, this would
also imply that a healthier population should therefore spend less on health-care ser-
vices too (assuming other things, especially income, are equal). On the other hand, the
provision of services (as measured by rates of use) can also be viewed as a purchased
benefit, or simply an indication of the amount in services that a health-care system
provides. This study makes no assertions about the optimal level for the use of medical
services.

Citing Seeman, (2003), Esmail and Walker (2008: 76) note that while infant and perinatal
mortality rates may “be affected by immigration from poor countries, unhealthy outlier
populations, and other population demographics”.. Esmail and Walker (2008) further note
hat these can also serve as indicators of a well-functioning health-care system.” Further
(Or, 2001: 8), Or suggests that  the performance of a health system is often judged by its
capacity to prevent deaths at the youngest ages.”
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CHAPTER 4

SINGAPORE'S PRIMARY AND SECONDARY
EDUCATION SYSTEM: THE USE OF EDUCATION
SAVINGS ACCOUNTS TO FUEL STUDENT
ACHIEVEMENT

Paige MacPherson

Introduction

Singapore, a small island city-state in Southeast Asia, is home to about 5.7 million res-
idents, a little larger than British Columbia’s 5§ million. Singapore underwent dramatic
economic and educational transformation in the twentieth century, shifting from a poor
nation with high illiteracy and unemployment to one of the world’s most advanced econ-
omies. Now it boasts world-leading student achievement scores on international tests
and an adult literacy rate of 97 percent (World Bank, 2020). Education in Singapore was
a high priority during this economic transformation, playing a key role in the country’s
progress. The remarkable transition raises the question: what can other countries learn
from the policies that have advanced Singapore’s student success?

The go-to policy solutions often trumpeted in North America are not the answer in this
case. It is not simply more money. Education is a priority expenditure for the Singaporean
government, yet Singapore’s total government expenditure on education as a percentage
of GDP lags far below the global average. Indeed, it is about half of Canada’s share—
though Singapore’s per capita GDP is more than double Canada’s, making Singapore’s
spending on education relatively similar to Canada’s on a per-person basis (World Bank,
2021a). Per-student operational spending in Singapore and that in Canada (detailed later)
are almost the same. It’s not a question of smaller class sizes: class sizes and school sizes
in Singapore both exceed the OECD average, and high school classes house eight more
students on average than those in Canada (Allison, 2019). Nor is it a question of more
progressive curricula, educational inclusion policies or a retreat from standardized testing.
Singapore’s national curriculum is knowledge-based and teacher-directed. Students are
streamed into academic bands, and though the country is beginning to incorporate some
holistic curricular approaches, the norm is routine assessment of students, teachers, and

schools via academic exams, with corresponding monetary rewards.

Competition and academic rigour are key features of Singapore’s education system. This
is supported not only by policies within the classroom, but also by education savings

accounts used to reward student achievement, lift lower-income students, and fund limited
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educational alternatives, including private tutoring and enrichment activites at indepen-
dent schools. This educational savings system supports the government’s overall aspira-

tions of meritocracy and personal responsibility.

Edusave Accounts for Singaporean citizens are funded by the Singaporean government
and are part of Singapore’s well-established system of forced savings accounts for post-sec-
ondary education, and other programs. The latter draw funds from individuals, while
Edusave Accounts set government funds aside exclusively for individuals. Though educa-
tion in Singapore is heavily subsidized and regulated by government, Singapore’s Edusave
Accounts give parents ownership over a specific allotment, which they can choose to
spend supporting their child’s education. The amounts are modest, but in this way, the
government empowers parents with personal responsibility, rather than using those funds
to create additional government programs. If unused, the funds are rolled into forced

post-secondary savings accounts.

Government primary and secondary school is fully funded in Singapore, aside from small
parent fees. Autonomous government-aided schools and speciality schools are funded by
government to a lesser degree, as are some independent schools (detailed later in the paper).
Edusave grants reward student success in academics and other areas and help fund inde-

pendent school for some students, including lower-income students and high achievers.

This paper will give a descriptive overview of Singapore’s primary and secondary schools:
their history, funding, types of schools and key features, illustrating how meritocracy
and personal responsibility are woven through the education system and supported by
the country’s Edusave Accounts, ultimately bolstering student success and Singapore’s

international standing.

The history of Singapore's education system

Singapore’s rapid transformation from a developing country with high illiteracy to a mod-
ern service economy included the bolstering of its education system, which skyrocketed

to the top of international rankings in recent decades.

Established in 1819 by Sir Stamford Raffles as a British trading post, Singapore gained
self-governance in 1959 after a period of Japanese occupation during World War II.
Singapore was returned to British rule, then merged with Malaysia for two years as a
state under the Federation of Malay. This caused significant social unrest, resulting in
Singapore’s expulsion from the federation. Singapore became a fully independent city-
state in 19635, initially experiencing high unemployment, precarious housing, rampant
crime and corruption, deep government budget deficits and poor education. As noted
by Choon-yin (2017), beating back the influence of communism became a priority for
the government, which quickly spent on economic development and public education.
By the 1970s, employment rates were strong. Over the next several decades, Singapore

advanced rapidly.
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The first educational institution in Singapore was opened by Raffles in 1823, then
known as the Singapore Institution. According to the National Library of Singapore

(2009), it still functions today as an independent school called the Raffles Institution.

Singapore became an independent republic under Prime Minister Lee Kuan Yew (prime
minister from 1959 to 1990). The National Center on Education and the Economy
(2021) notes that an educated workforce was a priority for Lee Kuan Yew, who took
Singapore from a largely illiterate country to a developed economy in one generation.
Lee Kuan Lew’s authoritarianism is not universally praised, but he is widely recognized
as the founding father of Singapore’s modern economy. Today, Singapore still falls
short in political, civil and human rights, as per the World Bank’s Governance Report
(Choon-yin, 2017). If one looks at educational performance specifically, there is now a

notable gap between Singapore and Malaysia, with Singapore the clear top performer.

The small independent school sector has experienced significant intervention by govern-
ment throughout Singapore’s history. In 1957, as discussed by Chan and Tan (2008),
Singapore’s Education Ordinance (later the Education Act) was introduced, requiring
the registration of teachers, administrators and schools. Regulations assigned equal
government funding to government schools and government-aided schools (communi-
ty-based, autonomous schools) and mandated that staffing specifications be the same
in both school types. Increased authority was given to the government director of edu-
cation, and “this marked the beginning of moves toward a highly centralized system
of education, especially with nearly all private schools turning into government or
government-aided schools” (Chang and Tan, 2008: 470). Over the next decade, during
Singapore’s journey to nationhood and independence, the education system became

more centralized through increasingly standardized curricula and exams.

In 1985, noting that specialized schools had lost some of their uniqueness due to cen-
tralization, government officials expressed the need for more school autonomy, gave
principals more authority to hire staff and choose curricula and teachers more flex-
ibility to experiment with new methods (Chan and Tan, 2008: 471). However, the
government maintained most of the established standards within each school. Around
this time, Singaporean officials examined numerous independent schools in the United
Kingdom and United States and decided to establish independent schools in Singapore
that had a higher level of autonomy than was enjoyed by government and govern-
ment-aided schools. This was intended to “stimulate educational innovation” and let
schools respond better to the needs of students and parents (Chan and Tan, 2008: 471).
Government subsidies for independent school attendance were introduced so no student
would be barred from attending school for financial reasons. In 1988, several govern-
ment-aided secondary schools applied successfully to become independent schools.
Soon after, the government capped the number of independent schools in response to
criticism that these schools were elitist. The cap has since been lifted, but the number

of independent schools has increased only slightly.
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Primary and secondary schools in Singapore: The basics

Government is heavily involved in most Singaporean schools, especially at the primary level,
at which almost all schools for citizens are run by the government. National curricula are
used to promote national unity and morality, and emphasize subject-specific knowledge
through teacher-directed instruction (Choon-yin, 2017). Singapore is a multicultural society,
and education is considered essential for social harmony. English is the primary language
in Singaporean schools; it is considered a neutral language for all students from differing
cultural backgrounds, while also preparing students for global competitiveness.

Meritocracy plays a major role in Singapore’s education system. From a young age, Sin-
gaporean students take an exam called the Primary School Leaving Examination in grade
six, which streams them into academic cohorts. Exams are used extensively throughout
compulsory education. Financial awards are given to students regularly, based on perfor-
mance in academics and other areas, such as the demonstration of character, technical skill
and academic improvement (detailed later in the paper). Schools and teachers, too, are
evaluated on a regular basis and are rewarded for exceptional performance. Throughout

the system, competition is strongly fostered.

Singapore’s government public schools and independent (private) schools are regulated by
the government and receive government funding. Many students receive funding to attend
so-called Private Educational Institutions (PEIs)—private tutoring and some independent
schools—via Edusave Accounts. In general, independent education centres, including
tutoring centres and independent schools, in Singapore must register their teachers, man-
agement, and courses with the government, and even need government approval to change

a school’s name, according to the Ministry of Education (no date [1]).

As described by the Ministry of Education (no date [2]), the school system extends from
kindergarten, which encompasses preschool ages three to six; primary school, grade one
(age six) up to grade six (age 12); and secondary school up to age 17, with compulsory
education spanning ages six to 15. This applies to Singaporean citizens living in Singa-

pore—expatriates are not required to abide by the compulsory education rules.

According to Singapore’s national Compulsory Education Act (2000, section 2): national
primary school means any institution for the provision of full-time primary education,
being—

1. aschool organised and conducted directly by the Government;

2. aschool in receipt of grant-in-aid under the Education Act of 1957;

3. a school specified in any order made under section 3(1) of the School
Boards (Incorporation) Act 1990; or

4. such other school as may be prescribed.

In other words, compulsory education in Singapore encompasses government schools,
5 P y gap P g
government-aided (autonomous) schools, government-funded special education schools

and independent schools. Exceptions are allowed for students attending five designated

fraserinstitute.org


http://fraserinstitute.org

Singapore’s Primary and Secondary Education System:

independently operated religious schools, or those being home-schooled. As discussed

further below, official permission must be obtained in both cases.

Aside from international schools, which extend from primary to secondary school (detailed
below), independent schools begin in secondary school for Singaporean citizens. However,
there are several categories of autonomous schools that offer some government-funded
educational alternatives in both primary and secondary school. It should be noted that

all Singaporean schools charge some level of fees.

For Singaporean citizens, school is compulsory until age 15. The final year of secondary
school is optional and allows students to then attend junior colleges or the Millennia
Institute, a three-year, pre-university educational institute under the Ministry of Education

with high academic standards and a focus on commerce.

According to the Ministry of Education (no date [3]), there are five types of schools in

Singapore’s primary and secondary education system:

1. Government schools, organized and conducted directly by the Ministry
of Education, some of which are considered autonomous, meaning they
teach the national curriculum and are still operated by the government, but
they also offer some specialized programming and have some operational
flexibility;

2. Government-aided schools set up by community organizations, some of
which are considered autonomous, meaning they are funded by the govern-
ment but not owned by the government, and all of which charge standard-
ized fees and maintain educational standards set out by the government;

3. Independent schools, which are responsible for their own academic and
non-academic programming and set their own fees but are regulated by
the government—all of which are secondary schools. There are only eight
independent schools of this type in Singapore.

4. Specialized independent schools: There are four of these schools in Sin-
gapore, the NUS High School of Mathematics and Science, the School of
Science and Technology, the Singapore Sports School, and the School of
the Arts.

5. Specialized schools, which focus on practical, hands-on learning for stu-
dents who do not qualify for secondary school after completing the Primary
School Leaving Examination after primary year 6. These schools equip
students with an Institute of Technical Education skills certificate, which
prepares them for employment or admission into a technical institute.

Additionally, there are seven designated schools—religious schools—for non-compulsory
education in Singapore (see Compulsory Education (Exemption) Order (chapter 51, sec-
tion 4[1]).

External to the national education system in Singapore, independent international schools
primarily cater to expatriate families living in Singapore. There is a broad range of schools
with curricula from the United States, Britain, Canada, and more. Singaporean citizens
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must apply for an exemption from the government to attend these schools. International
schools typically do not receive government funding and face far less regulation. They
adopt their own curricula and are entirely divorced from the Ministry of Education.
It is up to each school to determine the tuition cost, but most charge fees significantly
higher than what one would find in national schools, ranging from around US$22,000
to US$36,000 per term, plus thousands of dollars in fees for applications, uniforms and

exams (InterNations, no date).

Finally, Singapore’s private tutoring centres are not part of the compulsory education
system but are so widespread that they require acknowledgment. Singapore currently
houses 779 private tutoring centres, which are registered with the national government

and referred to on the Ministry of Education (no date [4]) database as private schools.

Table 4.1 summarizes the numbers of primary and secondary schools in Singapore, by
type. At the primary level, there is a total of 182 schools, and at the secondary level, there
is a total of 148 schools. According to the international schools database, there are 65

international schools, as of early 2023.

Table 4.1: Primary and Secondary Schools in Singapore, 2023

A List of Reforms Primary Secondary Primary to Secondary
Government 136 101

Government-Aided 46 36

Autonomous 3 28

Independent N/A 8

Specialised N/A 4

Specialised Independent N/A 4

International 12 7 46

Source: Ministry of Education (no date [5]), SchoolFinder and International Schools Database (no date).

Note: School number totals do not match up perfectly with the government's stated numbers of each school type, due to
overlap between the categories, and do not include Singapore's seven non-compulsory schools.

Government operated schools make up three-quarters (74 percent) of all primary schools,
while the remaining quarter, composed of government-aided and autonomous schools,
are also largely operated by government—none of the primary schools are independently
owned and operated. At the secondary level, government operated schools account for 56
percent of schools, government-aided and autonomous schools comprise 35 percent, and
independent schools account for only 9 percent of all secondary schools. While national
independent schools in Singapore exist only at the secondary level, it is not uncommon

for international schools to include both primary and secondary school ages.
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Private tutoring

Competition and academic rigour are key in Singaporean schools, and striving to this stan-
dard is a cultural feature. Private tutoring is common, with significant household expenses
(SGD$112 per month, on average) allocated to private tutoring and other educational
courses, according to Singapore’s 2017/18 Household Expenditure Survey (Department
of Statistics Singapore, 2018). Channel News Asia (2021) reported that private tutoring is
a SGD$1.4 billion industry in Singapore. It’s one of many educational expenses that can
be covered by students’ Edusave Accounts. Regionally, the popularity of private tutoring
is not unique. In China, private tutoring is such a popular service that the sector gener-
ates US$120 billion, according to the Asia-Pacific news magazine the Diplomat (Albert,
2021), and the Chinese government has recently imposed government limits on private
tutoring, reportedly to diminish student inequality and improve children’s mental health.

Independent school and home-school regulations

Independent schools are permitted and guaranteed in the constitution, including those of
religious affiliation. “Every religious group has the right to establish and maintain insti-
tutions for the education of children and provide therein instruction in its own religion”
(OIDEL, 2016: 264-265). While expatriate families have significantly more flexibility in
choosing schools, Singaporean citizens can apply to the Ministry of Education (no date
[4]) to be exempt from compulsory education if they choose to home-school or send
their children to one of five designated religious schools, each of which is independently

owned and operated.

Independent schools in Singapore can be divided into a few basic categories: independent
day schools (there are eight) and specialized independent day schools (there are four), which
control their own programming but are regulated by the government; designated schools,
which are exempt from compulsory education; international schools, attended primarily by
expatriates; and finally, private tutoring centres, which are not day schools but are consid-

ered private educational institutions (PEIs) in Singapore and are heavily utilized.

All PEIs—which includes day schools and tutoring centres—must register using the govern-
ment’s Enhanced Registration Framework, which mandates that PEIs keep financial records;
establish an academic board and an examination board with at least three members each to
oversee these areas; hire qualified teachers; and seek approval by the Committee for Private
Education (CPE), which falls under a Singaporean government agency called SkillsFuture
Singapore, before offering any courses (Training Partners Gateway, no date [1]). Further,
all PEIs must transparently display their course offerings, teachers, fee structures and refund

policies. If PEIs do not comply, the CPE can revoke their registration.

PEIs, including international schools, at the primary, secondary and post-secondary levels
are encouraged to become certified through a voluntary certification scheme called EduT-
rust, managed by the CPE. While technically voluntary, this certification is mandatory if

schools wish to enrol international students (SSTC Institute, no date). Further, all PEIs in
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Singapore are required to register under the Enhanced Registration Framework, overseen
by the national government. These regulations require that quality benchmarks are met,

and they oversee registration, corporate governance, and information transparency.

According to the Homeschool Legal Defense Association (2019), students who are home-
schooled are required to meet national standards, and to demonstrate that their curric-
ulum satisfies knowledge-based objectives and education promoting national identity.
The Ministry of Education (no date [6]) determines these standards, based on learning
plans that parents must submit for English, mother tongue language, math, science, and
character development and citizenship. In addition, home-schooled students must take
national student exams. Home-schooling parents are also required to possess teaching
qualifications, as determined case-by-case by the MOE. Importantly, non-citizens are
not required to abide by these rules and are freer to choose their child’s educational path

when living in Singapore.

Large class sizes

While small class sizes might be nice to have, Singapore’s government schools are a case
study against the necessity. Class sizes in Singapore exceed the OECD average—high

school classes house eight more students, on average, than those in Canada (Allison,

Figure 4.1: Average School Size, by Total Enroliment Per School, 2003-2018
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2019). According to the Ministry of Education (2021), in 2020 the average class sizes
in primary and secondary schools were 32.1 students and 33.1 students, respectively.
The government notes, however, that for speciality programming the classes are broken
down into smaller groups. Compare this with the average across OECD countries: 15
students per teacher at the primary level and 13 students per teacher at the secondary level
(OECD, 2021). While small class sizes are often a factor influencing parents’ decisions in
choosing a school, the OECD’s Equity and Quality in Education Report (2012) research
shows smaller class sizes do not make a difference in students’ cognitive development,
nor do they increase the amount of time with the teacher (per student) or mean teachers

will adopt better learning strategies.

Programme for International Student Assessment (PISA) data in figure 4.1 show that in all
sampled schools in 2009, 2012, 2015 and 2018, the years of available data, Singapore’s
schools far exceed the OECD average in size. This figure represents the number of boys

and girls enrolled in each school.

Meritocracy and competition

Academic excellence is strongly emphasized in Singapore and the system supports Sin-
gapore’s culture of meritocracy for students, teachers and schools in numerous ways.
Students are streamed into schools based on competency; scholarships and bursaries are
awarded based on merit; and student assessment is a key component of the system. Teach-
ers and schools, too, are evaluated routinely, and awarded monetarily for exceptional
results. Choon-yin (2017) notes that the meritocracy system in education and recruitment
in public service, has been credited as a key explanation for Singapore’s success in its first
50 years as a nation. Singapore’s education system has received criticism for relying too
much on “teaching to the test,” intense homework requirements, and lacking emphasis
on creativity and critical thinking. Singapore recently began incorporating a focus on
creativity and student well-being into its curricula. Morality, unity and patriotism are
benchmarks at every level of schooling. Academic excellence is a cultural goal, as evi-

denced by the booming private tutoring industry.

Student streaming

Singapore’s education system employs streaming, beginning with the Primary School
Leaving Examination (PSLE) administered at the end of primary school year 6, which
assesses students on English, their mother language, math, and science. This national
test, administered since the 1960s, determines students’ eligibility for secondary school
and the stream they will enter: academic (typical), technical, or express (enriched)
streams. Leading up to 2024, policy makers in Singapore are piloting subject-based
streaming in primary schools (for example, a student could take enriched math and
academic English, as opposed to one stream for all subjects). This is a softening of the
streaming process.
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Evaluation of students, teachers, and schools

Students

Student evaluation is a consistent practice, though the frequency of student exams in lower
years of school has been reduced. Teachers perform routine in-class assessments; all pri-
mary students take the PSLE—administered by the arms-length Singapore Examinations
and Assessment Board (2022)—to determine their secondary-school stream. Secondary
students routinely take subject-based exams and after four years take stream-specific
General Certificate of Education (GCE) exams, prior to post-secondary education. Stu-
dent marks are used to grant various financial awards via the Edusave Program, detailed

below, making routine exams more meaningful.

Teachers

Teachers in government schools are evaluated twice yearly using the country’s perfor-
mance management system for teachers (Ministry of Education (no date [7]). Monetary
performance bonuses are rewarded to high-achieving teachers, and strong performance
allows teachers to pursue higher-level career tracks. The evaluation covers a range of

competencies, including subject expertise.

Schools

Schools are ranked publicly, by exam results, which are published in newspapers, and
schools are financially rewarded for performing well (Menon, 2000). According to the
NCEE (2021), Singaporean government schools are required to conduct self-evaluations
under the Ministry of Education’s School Excellence Model, with specific performance
criteria. External inspection teams evaluate every school on a five-year basis, then offer
feedback for improvement. School superintendents are designated by so-called clusters,
and meet with school principals regularly to oversee and provide feedback. Awards are

given to schools seen to be doing well, with one top school awarded each year.

Teacher quality

Hiring high-quality teachers is a priority in Singapore; teachers are compensated gener-
ously and held accountable throughout their careers. To pursue post-secondary educa-
tion to become a teacher in Singapore, students must have grades in the top one-third of
secondary students in their class. The Ministry of Education (no date [7]) states that the
salaries of Singapore’s teachers must be the same across all government school levels and
depend only on a teacher’s academic training. As noted, however, monetary performance
bonuses are awarded to teachers who stand out, so a portion of teachers’ compensation
earned is based on merit. Uniquely, Singapore fully funds teachers’ university education
and pays teaching students a salary while they are in school (Lee and Tan, 2010). Teach-
ers in Singapore undergo continuous professional development through the Academy of

Singapore Teachers (no date, under the Ministry of Education.
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Student achievement

Singapore is a world leader in student achievement, with consistent high scores on inter-
national student tests. An OECD snapshot of Singapore’s performance on the PISA 2018
assessment of 15-year-olds showed that Singaporean students exceeded the OECD average
in reading, math and science. As well, compared with the OECD average, a larger share
of Singaporean students performed at the top levels of proficiency in at least one subject,
and a larger share of students achieved a minimum level of proficiency in at least one
subject. PISA trends showed mean reading scores in Singapore improved significantly
between 2009 and 2018, mean science scores improved over this period as well, and mean
math scores were maintained at a consistently high level (OECD, 2019c). Singapore was
exceeded only by a non-representative sample of higher performing students in China in
the 2018 PISA scores and was nudged from the top spot in the previous 2015 assessment.

As shown in figures 4.2 through 4.4, in the years for which data are available, Singapore
students (all schools—government and independent) consistently exceeded the OECD
average in PISA reading, mathematics and science scores from 2009 to 2018.

It may provide context to compare Singapore with neighbouring Malaysia and Indonesia.
Singapore outperforms both Indonesia and Malaysia by a wide margin in PISA reading,
math, and science scores, leading these other countries by over 100 points each year
(figures 4.2, 4.3, and 4.4).

Figure 4.2: Pisa 15-year-old Reading Results—All Schools, 2000-2018
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Figure 4.3: Pisa 15-year-old Math Results—All Schools, 2000-2018
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Figure 4.4: Pisa Science Results—All Primary and Secondary Schools, 2000-2018
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When broken down by school type, Singaporean schools still outperform the OECD

averages in PISA reading, math and science scores.
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Figure 4.5 displays Singapore’s PISA results in reading, math and science in a different
way, over time between 2009 and 2018, compared with the OECD averages. As is illus-
trated, not only did Singapore outperform the OECD averages in these core subjects;
Singapore students also demonstrated clear improvement over time, while the OECD

averages declined.

Singapore’s Primary and Secondary Education System:

Figure 4.5: PISA Student Results—All Schools, 1995-2015
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Other external assessments show improvement in student achievement in Singapore.
As shown in Figure 4.6, beginning in the mid-1990s, Singapore’s student scores on the
Trends in International Mathematics and Science Study (TIMSS) grade four and grade

eight exams began to show improvement.

Figure 4.6: Singapore, TIMSS Results, 1995-2015
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Singapore’s performance on the Progress in International Reading and Literacy Study
(PIRLS) assessments improved every year from 2001 to 2016, illustrated in Figure 4.7.

Figure 4.7: Singapore, PIRLS Results, 2001-2016
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Source: Progress in International Reading and Literacy Study (TIMSS and PIRLS International Study Center, 2015).

The NCEE (2021) notes that Singapore boasts a high percentage of high-performing
students and a low percentage of poorly performing students on the PISA tests, though
there is a wide gap between the highest and lowest performing students. In recent years,

however, this gap is narrowing.

Singapore’s success is no secret, and some across the world have come to borrow its
techniques. Singapore’s math curriculum is popular amongst home-schooling families in
North America (Singapore Math, 2023) and is employed by some alternative independent
and charter schools, such as Calgary Classical Academy (2022) in Alberta.

Education spending and the role of savings accounts

Expenditure on primary and secondary schools

Despite the government fully funding government primary and secondary school in Singa-
pore, save for a few small fees (detailed below), the country’s education spending is compara-
tively low relative to the size of Singapore’s economy. According to the World Bank (2021b),
Singapore’s total government expenditure on education as a percentage of GDP was 2.8
percent. For context, the global average (2020) was 4.3 percent, neighbouring Malaysia
(2020) spent 3.9 percent, and Canada—including all sources of educational funding: federal
transfers, provinces, private sources (in 2020)—spent 5.2 percent of GDP. It’s critical to note

that Singapore’s GDP is roughly double Canada’s, making per-person education spending
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comparable in these two countries. According to a Fraser Institute (2022) analysis, per-stu-
dent operational spending by government on K-12 public schools in Canada in 2019/20 was
CAD$12,560. A weighted average of the per-student operational spending by government
on primary and secondary schools in Singapore in 2020, converted to Canadian dollars,’

reveals similar per-student spending: $12,848 (Ministry of Finance, 2022: 27).

Primary and secondary government schools in Singapore are funded per student, with
schools receiving additional grants targeted to lower-income students. Independent schools
receive annual per-capita grants based on government schools’ costs, in addition to fund-
ing for capital, but they receive less funding than government-aided schools. Independent

schools require tuition payments and are permitted to fundraise.

Some independent schools, such as the five designated religious schools, are not funded
by the government, but students at these schools can still access government Edusave
Savings Accounts. Edusave Accounts are funded by taxpayers, not directly by parents.
Low-income families also receive direct subsidies from the government, called Financial
Assistance Schemes, for educational activities, materials and meals, and the government

supports the Education Fund to provide further support (NCEE, 2021).

School fees

The school fees required of Singaporean citizens are considerably lower than those for
permanent residents and international students. For context, Singaporean citizens pay
up to SGD$13 per month for government primary schools; permanent residents pay
around SGD$250 per month; and international students pay up to SGD$888 per month.
According to the Ministry of Education (no date [3]), these fees are on the lower end for
international students from countries in Association of Southeast Asian Nations (ASEAN)
countries. Attending autonomous government schools necessitates paying additional fees
ranging from SGD$3 to $18 per month. PEI fees (set by the schools or tutoring centres)
range from SGD$300 to $600 per month for Singaporean citizens and up to SGD$2,500

per month for international students.

Edusave Accounts

Singapore’s education savings accounts for youth help parents support their children’s
educational enrichment while incentivizing students’ success. Parents cannot directly con-
tribute to Edusave Accounts—they are established by the government for each student and
funded by the Ministry of Education for student use. Parents withdraw these funds and
decide how to use them, within parameters set out by the government. In some cases, PEIs
can withdraw students’ funds following government and parents’ approval. In essence, the
government sets aside a portion of parents’ tax dollars—indirectly for families to spend

on educational expenses.

The Edusave Program also facilitates a merit-based scholarship and bursary program

for high-achieving students in a variety of areas and is used for targeted support to
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low-income students, through bursaries. According to the Ministry of Education (no date
[8]), the base amount that students in primary school received in 2022/23 was SGD$230,
and secondary students received SGD$290. Loke and Sherraden (2007) describe the
Edusave Accounts as part of a cradle-to-grave asset-building scheme for Singaporean
children, including the Child Development Account, Post-Secondary Education Account,
and the Central Provident Fund, all of which are detailed in Appendix A.

Edusave Accounts, by design, advance Singapore’s broader cultural goals of meritocracy
and competition in primary and secondary schools, and help form the building blocks of

Singapore’s system of forced savings.

Parental choice

Edusave Accounts are used in Singapore to support primary and secondary student success
and relieve parents of some educational costs. These accounts give parents autonomy
over how they spend this money to support their children’s learning. Singaporean citizens
enrolled in government-funded schools (including government and government-aided
primary, secondary, junior colleges, Millennia Institute, independent secondary and junior
colleges, specialized independent schools, and specialized/special-education schools)
receive annual contributions. The government allows these funds to be used for miscel-
laneous fees, school-organized enrichment programs, and personal-learning devices at

school.

Students in non-government-funded independent schools, including religious schools, can
withdraw from their Edusave Accounts for enrichment programs, programs organized
by their schools (or for home-schoolers by their parents), curriculum-related programs,
social-emotional learning, field trips, subscription fees for educational materials, and
registration fees for academic competitions. Children who are not formally registered
with an educational institution can still withdraw their Edusave Account funds. Students
receive contributions to their Edusave Accounts from ages seven to 16 (Ministry of Edu-

cation, no date [9]).

Meritocracy and competition

Meritocracy is built in to the Edusave Accounts, which have four tiers:

1. funds for all Singaporean children in all school types;

2. additional government supports for technical education;
3. additional scholarships for high-achieving students;
4

and grants given to lower-income students.
The government’s Edusave Program includes merit-based scholarships and awards to help
families pay for education, incentivizing student achievement. According to the Ministry

of Education (no date [10]), these include Edusave academic awards spanning primary

and secondary school such as the Edusave Scholarship for students in the top 10 percent
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of their class in government, government-aided independent, and specialized schools;
financial awards for good character and leadership; Merit Bursaries for lower-income
students who have demonstrated good conduct and positive learning (in primary grades
1 and 2) and are in the top 10 percent or 25 percent of their class throughout primary
and secondary school; and Good Progress Awards for students in primary and secondary

school who show academic improvement.

Citizens attending independent school are eligible for merit-based scholarships of up to
SGD$2,400 per year in secondary school 1 (if they are in the top one-third of student
performers in the PSLE), secondary school, and pre-university, based on examination
results. Yearly merit-based scholarships under the Edusave Program for independent
school students are also awarded for students in the top 10 percent of their cohort
(Ministry of Education, no date [11]).

Building blocks of Singapore’s forced savings programs

Edusave funds can be used to pay for expenses incurred at junior colleges and the
Millennia Institute (pre-university academic programs). Singapore’s Edusave Accounts
are funded by the government to advance social goals, but the money is given to indi-
viduals to manage. Individuals do not and cannot contribute to Edusave Accounts
directly. However, unused Edusave Account funds are rolled into other savings accounts
established by the government. Edusave Accounts help form the building blocks for
Singapore’s broader system of forced savings accounts, which are detailed briefly in

Appendix A.

Savings accounts used to fund something the government views as a desirable social
goal (e.g., enriching students’ education through tutoring) may provide a more efficient
policy tool compared to delivering social progams directly through government. They
allow individuals to be aware of the actual cost of each service before purchasing it,

which may promote fiscal prudence and facilitate some individual budgeting awareness.

However, Singapore’s national government is heavily involved in the education system,
and most citizens attend government primary and secondary schools. Forced savings
accounts have not kept Singapore’s government education programs lean. Yet Singa-
poreans are able to choose their own desired educational expenditures. Educational
enrichment is both desirable to government and culturally popular, and the private
tutoring industry appears to meet this need. The government regulates but does not
providethis service, yet it creates access for Singaporeans of varying income levels by
allowing them to use Edusave Accounts to fund it. Further, the government promotes

educational achievement by allotting extra funds to high-achieving students.

Edusave Accounts could be expanded to achieve similar efficiency and advance social
goals such as educational diversity in other areas of the education system. For example,
allowing Edusave Accounts to fund independent school tuition could help expand the
independent school sector for Singaporean citizens.
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Conclusion

Singapore’s rapid growth from developing country with high unemployment and illit-
eracy to advanced service economy with world-leading student performance has drawn
international attention. Singapore is small, and its centralized education system has a
high degree of government involvement and funding. Yet Singapore’s total government
expenditure on education as a percentage of GDP is below the global average and far
below Canada’s. With more than twice the per-capita GDP that Canada has, Singapore’s
per-person spending on education by this measure is comparable to Canada’s. It has done
this while ensuring academic rigour, and with large class sizes, student streaming, and
routine evaluation of students, teachers and schools. Importantly, it employs rewards
for strong performance in a number of areas. In this way Singapore has propelled itself
to the top of international student assessments in reading, math and science, in most
cases showing improvement year after year. Singapore’s Edusave Accounts support the
country’s education system by rewarding students for high achievement, complementing
Singapore’s meritocratic culture. Edusave Accounts allow parents some choice in financing
school costs, and they help lift disadvantaged students. Singapore’s Edusave Accounts are
an example for other countries as to how targeted education subsidies can be structured
to support children’s educational enrichment, without delivering these programs directly
through government. At the same time they are incentivizing students to achieve their
academic potential.

Appendix: Post-secondary education and beyond—forced savings
accounts

Though this backgrounder paper focuses on primary and secondary education in Singa-
pore, it’s worth noting that forced savings accounts play a significant role in the funding of
post-secondary education in Singapore. Any unused funds in children’s Edusave Accounts
by age 16 are rolled into a different government savings program called the Post-Second-
ary Education Account (PSEA), also operated by the Ministry of Education. Students earn
interest on the money in this account until they turn 31 years old. Additionally, unused
funds from Singaporean children’s Child Development Accounts (essentially, baby bonus
funds provided from birth to age six) can also be redirected to the PSEA (Ministry of
Social and Family Development, no date).? PSEAs can be used to pay for post-secondary
expenses at a government-approved list of institutions, both government and independent,
including tuition, fees and enrichment programs. Families can contribute to PSEAs until
their child reaches the age of 18, and interest is earned on these contributions. Any unused
funds in students’ PSEA are then transferred to the Central Provident Fund account, or
they can be transferred to a sibling’s PSEA.

The Central Provident Fund, Singapore’s compulsory savings and pension fund for Sin-
gaporean citizens, offers residents the option to withdraw funds to be spent on tuition
for post-secondary education at approved institutions. Broadly, this includes full-time

subsidized courses at polytechnics and universities. These funds are withdrawn from
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the CPF’s Ordinary Account under the CPF Education Loan Scheme. The amount is
capped and students are expected to fully repay the CPF fund—which is intended to
be used for retirement—upon graduation. The employment-based fund, managed by
the arms-length Central Provident Fund Board, can be withdrawn for several purposes

beyond post-secondary education (Central Provident Fund Board, no date).

Notes
1  Conversion rate on April 9, 2023.
2 The Child Development Account is composed of a cash grant from the national gov-

ernment, and matched funds from the government for any savings contributions made
by parents. The funds, originally meant to boost fertility rates, can be spent on govern-
ment-approved uses related to child care and associated areas.
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CHAPTER 5

SINGAPORE'S INCOME-SUPPORT SYSTEM:
ONE OF A KIND

Jake Fuss

Introduction

The Singaporean social security system is quite different from those of most other
industrialized countries, because it largely emphasizes individual responsibility rather
than collective welfare. Specifically, the Central Provident Fund (CPF) is a compulsory
program that requires workers and their employers to contribute a given percentage of
their gross income into three different personal savings accounts (Beng, 2012). The CPF
system allows for a fair degree of autonomy for citizens over how to use these funds.
For instance, these accounts can be used to pay for things such as housing, education,

health care, unemployment assistance, and retirement income (Tweedy, 2018).

Self-reliance and personal responsibility are the core values that Singapore’s income-sup-
port system is based upon. The CPF was originally created in 1955 solely to help
workers save for retirement (MOM, 2021). However, the program has expanded and
evolved over time. Beginning in the 1960s and 1970s, the Singaporean government
allowed residents to pay for mortgages using their CPF accounts, and it introduced the
Special Account to complement retirement savings (MOM, 2021). Singaporeans were
then permitted to make investments from their Ordinary Account to achieve higher
returns through the CPF investment scheme (CPFIS). A third account, the Medisave
Account, was established in the 1980s to use CPF funds for hospitalization expenses;
the complementary MediShield insurance scheme, intended for long-term and serious
illnesses, was introduced shortly thereafter (MOM, 2021).

Rising life expectancy in Singapore caused the government to place restrictions on with-
drawals for retirement purposes (MOM, 2021). The Minimum Sum Scheme ensures that
CPF members have sufficient funds for their entire retirement period; through monthly
withdrawals they could avoid exhausting their entire savings accounts all at once.' In
2009, the CPF LIFE annuity was introduced as another supplementary measure to keep
up with increasing life expectancies. Lower-income workers were also supported, with
a new Workfare Income Supplement (WIS) to top up their retirement savings (CPFB,
2021).
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Contributions

Workers and their employers are required to make contributions to the employee’s CPF
accounts (SSA, 2018). Contribution rates differ based on the age of the contributor and
whether you are an employee or employer (see Table 5.1). Singaporean workers must
contribute 20 percent of their monthly gross earnings to the CPF if they are aged 55 or
under, 13 percent if aged 56 to 60, 7.5 percent if aged 61 to 65, and 5 percent if older than
65 (CPFB, 2021). Employee contributions are calculated using a minimum of monthly
earnings of $500 and a maximum of $6,000 (CPFB, 2021). Employers must contribute 17
percent of their monthly payroll for employees aged 55 or under, 13 percent for employees
aged 56 to 60, 9 percent for employees aged 61 to 65, and 7.5 percent for employees over
the age of 65 (CPFB, 2021).

Table 5.1: 2020 CPF Contribution Rates, by age, 2020

Contribution Rate

Contribution Rate for Employer Total Contribution Rate
for Employee (% of employee's (% of employee's
Age of Worker (% of gross earnings) gross earnings) gross earnings)
Under 55 20.0 17.0 37.0
5510 60 13.0 13.0 26.0
60 to 65 75 9.0 16.5
Over 65 5.0 75 125

Source: CPFB (2021).

For example, a worker aged 50 with gross monthly earnings of $3,000 will contrib-
ute $600 to the CPF each month and their employer will contribute $510 into their
accounts. Put differently, the worker will have a total of $1,110 deposited into their
CPF accounts every month, which is equivalent to 37 percent of their gross earnings.
In contrast, an older employee who is above 55 years old and has the same gross

earnings is required to make smaller contributions.

Net contributions from each worker and their employer are split unevenly into the
Ordinary, Special, and MediSave accounts. As shown in Table 5.2, the allocation rate
for each account varies based on the contributor’s age. Younger people must deposit
the vast majority of their contributions into their Ordinary and Special accounts,
because they are saving for retirement. As the person gets older, more money is gener-
ally allocated for the MediSave Account and less allocated to the other two accounts.
CPF account holders under the age of 35 are required to apportion 23% of their
gross earnings (employee’s and employer’s contributions) in the OA, 6% in the SA,
and the remaining 8% in their MA (CPFB, 2021). However, someone aged 60 would
only allocate 3% of their gross earnings to the OA and 2.5% to the SA, while 10.5%
would go to the MA (CPFB, 2021).
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Table 5.2: 2020 CPF Allocation Rates, by age, 2020

0A SA MA

Allocation Rate Allocation Rate Allocation Rate
Age of Worker (% of gross earnings) | (% of gross earnings) | (% of gross earnings)

Under 35 23.0 6.0 8.0
351045 21.0 7.0 9.0
46 to 50 19.0 8.0 10.0
5110 55 15.0 115 10.5
56 to 60 12.0 35 10.5
6110 65 85 25 10.5
Over 65 1.0 1.0 10.5

Source: CPFB (2021).

Ordinary Account

The Ordinary Account (OA) can be used to buy houses, investment assets, life or mortgage
insurance, and educational training. For instance, Singaporeans may use their OA to pay
their own tuition fees or those of their spouse, children, or other relatives. Members can
also purchase private property through their account, but must pay the money back into
the CPF account when they sell it at a later date (CPFB, 2021). Other common practices
include paying life insurance premiums under the Dependants Protection Scheme (DPS)
or making investments in eligible financial assets (CPFB, 2021).

Notably, however, members can only make investments if they hold more than $20,000
in their OA (CPFB, 2021). Potential assets include exchange traded funds, shares, prop-
erty funds, bonds, and many others. Nearly one million Singaporeans were enrolled in
some form of OA investment scheme in 2020, and the total cost of current holdings has
surpassed $17 billion (CPF, 2021).

Account holders can withdraw funds before the age of 55, but only for the aforemen-
tioned purposes. Interest rates are measured quarterly, and they are generally based on
the average rate of major banks in the preceding three months (CPFB, 2021). In 2020,
the OA earned a maximum of 3.5% in annual interest on the first $20,000 deposited
(CPFB, 2021). Accumulated funds beyond that threshold earned one percentage point
less, at 2.5% annually (CPFB, 2021). At the end of 2020, the total value of all Ordinary
Accounts in Singapore amounted to $155.5 billion (CPFE, 2021). This is the biggest of the
three primary CPF accounts and accounts for approximately one-third of the total CPF
balance in the country (CPF, 2021).

Special Account

A separate account, the Special Account (SA), is more restrictive, because its purpose is

to provide retirement income to Singaporeans. Although the range of investment options
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offered for this account are less abundant, the SA funds can still be invested in several
lower risk products such as annuities, treasury bills, unit trusts, and government bonds
(CPFB, 2021). Account holders must, however, have more than $40,000 in their SA in
order to be able to invest in these products (CPFB, 2021).

The Singapore government is purposefully restrictive on investments in the Special
Account, to ensure citizens enjoy stable incomes at retirement by avoiding high-risk
assets. This is reflected in the data, as the number of investors and value of holdings in
the SA is much lower than in the Ordinary Account. In 2020, less than 300,000 people
were enrolled in SA investment schemes, and the net amount withdrawn, based on current
holdings, was just $5.6 billion (CPE, 2021).

Interest rates in the SA can earn up to 5% annually if the account holder has less than
$60,000 in their CPF accounts (CPFB, 2021). Otherwise, the interest rate declines by one
percentage point and is equivalent to 4% per year (CPFB, 2021). The combined value of
every Special Account in Singapore is $117.4 billion, which is the second largest amount
among CPF accounts and represents 25.4% of all funds (CPF, 2021).

MediSave Account

The MediSave Account (MA) is generally used to pay for medical and health care expenses.
These items may include hospitalization costs, health care insurance premiums, child-
birth and maternity care, and other health-related spending (SSA, 2018).2 For instance,
Singaporeans may purchase MediShield Life, which is a basic health insurance plan, by
paying premiums through their MA (CPFB, 2021). They can pay for additional private
insurance coverage to top up their basic coverage through Integrated Shield Plans (MOH,
2022). Account holders may also use funds to pay for deductibles, co-insurance, or other
outstanding hospital expenses (MOM, 2021). Medical benefits of this plan include pre-
scription medicine, inpatient care, and outpatient treatment (BIPO, 2018). Funds can also
be withdrawn to buy ElderShield or ElderShield Supplements, which are insurance plans
covering severely disabled patients requiring long-term care (MOM, 2021). Disability
payments typically range from $300 to $400 per month for a period of five to six years
(CPFB, 2021). Interest rates are identical to those of the Special Account, and members
can earn between 4% to 5% annually, depending on their account balance (CPFB, 2021).
At the end of 2020, the value of all MediSave Accounts totalled $110.1 billion (CPFE,
2021). To put this in context, MAs accounted for less than one-quarter (23.8%) of all
CPF balances in the country. It is the smallest of the three primary CPF accounts.

Retirement Account

When Singaporeans reach 55 years of age, the funds in the Special and Ordinary accounts
are transferred to a fourth account, called the Retirement Account (RA). At this age, you
may also withdraw from your CPF to pay for some retirement expenses (MOM, 2021).
In 2020, account holders aged 55 or older were required to have at least $90,500 as a
basic retirement sum in their CPF savings (MOM, 2021). However, it should be noted
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that there is some contention over whether the CPF payout age and the retirement age

should be linked.

Estimates suggest that roughly six in 10 CPF account holders aged 55 to 70 make cash
withdrawals from their RA (CPFB, 2021). The median amount withdrawn is $9,000,
and the data show that there are three primary reasons why Singaporeans make such
withdrawals (CPFE, 2021). The most common use was to transfer the money into savings
accounts at financial institutions (CPFB, 2021). About 40% of account holders withdrew
funds to pay for immediate household expenses or to pay off loans (CPFB, 2021). Finally,
one in five Singaporeans over the age of 55 spent the money on big-ticket items, including
vacations or home renovations (CPFB, 2021). The wide range of decision-making high-

lights the flexibility offered to citizens.

The CPF’s retirement system is not without its critics. Recently, protestors have railed
against the unaccountable and non-transparent nature of the system, the inflexibility and
changing rules in the compulsory savings scheme, and the low rate of returns on CPF
savings accounts (Straits Times, 2015).

Retirees do not begin receiving monthly payouts from their CPF savings until they turn
65. The monthly payout is provided until death in the amount of $730 to $790 for basic
retirement (MOM, 2021). Total payouts under this scheme reached $1.4 billion in 2020
(CPE, 2021). Account-holders are eligible for higher payouts if they invest some of their
RA savings in CPF LIFE (a retirement annuity) and hold $60,000 in their RA before
receiving any payouts (MOM, 2021).

These retirees may receive enhanced payments of up to $2,110 per month if their RA
savings exceed $264,000 at age 55 (MOM, 2021). Put differently, Singaporean pension
payouts depend almost exclusively on the amount of savings in your account. Payouts
through CPF LIFE totalled $465.8 million in 2020 (CPFB, 2021).

The Retirement Account earns a standard 4% in annual interest (CPFB, 2021). However,
the interest rate can rise by one percentage point (5%) if the account holder has a balance
exceeding $30,000 and a further percentage point (6%) if their funds exceed $60,000
(CPFB, 2021). Total balances in RAs amounted to $79.2 billion during the last quarter of
2020 (CPF, 2021). This represents just under one in five dollars (17.1%) of all CPF bal-
ances. An analysis from Mercer ranks Singapore’s pension system 7% out of 39 countries

after weighing adequacy, sustainability, and integrity (Mercer, 2020).

Other income supports

Singapore’s income-support system is quite light on traditional welfare benefits and
unemployment protection. However, there are several programs, apart from the CPFE,
that provide assistance to eligible Singaporeans. ComCare is one such program, offered
by the Ministry of Social and Family Development (MSF), that helps lower-income indi-
viduals and families save for medical expenses when their CPF MediSave Account does

not cover their entire expense (MSF, 2021). Eligibility for this short-term assistance is
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determined by your inability to work due to illness, having limited family assets and sav-
ings, and earning a household income below $1,900 per month (MSF, 2021). Longer-term
assistance is only offered to those who are permanently unable to work, are low-in-
come seniors, and have household income below $1,900 per month. Beneficiaries receive

monthly cash payments and assistance for utilities bills and medical expenses (MSF, 2021).

The MSF offers an array of other programs as well. Disabled citizens can receive money
for acquiring and replacing necessary assistive equipment (e.g., wheelchairs, hearing aids),
transportation expenses, training for employment, and supporting caregivers (MSF, 2021).
These programs are somewhat limited in scale, and ComCare’s longer term assistance is

the main source of income for those who are disabled and cannot work.

Most services in Singapore target low-income families and/or reward individuals who are
employed. Child care is subsidized for all families through a Basic Subsidy, with eligi-
bility based on the applicant’s working status and type of program in which the parents
are enrolling their child (EDCA, 2021). Working parents are eligible for more assistance
than non-working parents.? For instance, a working applicant can receive $600 for infant
care and $300 for child care, whereas a non-working applicant can only receive $150, in
both cases (EDCA, 2021). Lower-income families may receive an additional subsidy if at
least one parent works and their gross monthly household income is below $12,000 or
their per capita income is below $3,000 for larger families (EDCA, 2021). These families
may receive a maximum of $710 for infant care and $467 for child care (EDCA, 2021).

The Kindergarten Fee Assistance Scheme (KiFAS) also offers support to low- and mid-
dle-income families to ensure kindergarten programs are affordable for them (EDCA,
2021). It is means-tested and acts in a way that is similar to the additional subsidy.
Another program, called the Home Ownership Plus Education (HOPE) scheme, provides
education bursaries, training programs, housing and utility grants, and mentoring sup-
port to young, low-income families (MSF, 2021). Baby bonuses are payments provided
to families to help with caregiving costs during the first 18 months of their child’s life
(MSEF, 2021). Parents are eligible to receive $8,000 per child for the first two children
and $10,000 for each subsequent child (MSF, 2021). There is no means-testing for this

payment and the program operates as universal in scale.

Aside from ComCare and child benefits, the Workfare Income Supplement (WIS) is per-
haps the most noteworthy income-support program. Since 2007, the WIS scheme has
acted as a measure to top-up the salaries of lower-income workers and help them save for
retirement (WIS, 2021). The program also encourages and incentivizes workers to attend
training to pick up new career skills (Workfare, 2022). To qualify, Singaporeans must be
above the age of 35, earn gross monthly income less than $2,300, and live in a property
with an annual value of less than $13,000 (WIS, 2021). Eligibility is also determined by
spousal income, age, and whether the individual is employed or self-employed. Qualified
Singaporeans between the ages of 35 and 44 can receive $1,700 if they are employed and
$1,133 if they are self-employed (WIS, 2021). For each rising age group, the amounts

increase for both employed and self-employed workers. For instance, recipients over the
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age of 60 can receive $4,000 if employed and $2,667 if self-employed (WIS, 2021). A
proportion of these payments must be contributed in CPF accounts to ensure individuals

enhance their retirement savings (Teo, 2015).

Strengths of Singapore's system

There are several strengths of Singapore’s income-support system, due to its uniqueness
and evolution over time. First, the CPF offers the ability to invest funds in private financial
markets. While the Singaporean government limits the choices of assets in which citizens
can invest, a high degree of flexibility is still provided to CPF members so they can invest
a portion of their funds according to their own risk profile and financial literacy. This
allows members to have the opportunity to grow their retirement savings beyond what

they otherwise would earn, if they are willing to take on more risk to do so.

Flexibility is also provided to more risk averse individuals, who are not required to invest
their CPF savings in riskier private assets and can simply stick with the default option of
the CPF Board investing their funds in a secure asset like Singapore government bonds
(CPFB, 2021). Furthermore, the CPF system is quite flexible, as participants may with-
draw, invest, and spend their funds from all three accounts as best suits their needs, albeit
with limits (CPFB, 2021).

According to government estimates, approximately 961,000 Singaporeans invest funds
from their Ordinary Account in the CPF investment scheme, with the total holdings
amounting to over $17.1 billion (CPFB, 2021). Put differently, roughly one-quarter of
the four million CPF members choose to invest in riskier private assets using their own
funds. Approximately 284,000 members make investments using money from their Special
Accounts (CPFB, 2021). The freedom granted to individuals through being able to invest
their own money in assets they have chosen themselves is fairly unique to the Singaporean
model. Many other developed countries, for example, Canada, do not offer this option
in their publicly funded pension systems (i.e., the CPP) and the government or regulatory

body invest the funds on behalf of pensioners, thus limiting their choice and flexibility.

Second, Singapore’s income-support system is sustainable due to its defined-contribution
(DC) design and unique funding model. The CPF is pre-funded, which insulates it from
unexpected shocks such as demographic shifts or fiscal crises (CPFB, 2021). Although
Singapore faces an aging population like other countries, the CPF’s fully funded nature
has allowed the government to make marginal reforms over time rather than requiring
drastic overhauls. Moreover, the CPF provides a direct link between contributions and
payouts. Each account is controlled by an individual, which means individual retirement

savings are not pooled in a central account or subject to outside control.

The savings required to meet retirement needs differ from person to person. Singapore’s
model is advantageous in this regard because it allows individuals to top up their CPF or
defer the start of retirement payouts, at their discretion (CPFB, 2021). The income-support

system also avoids the risk of default or insolvency suffered by other pension systems
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funded by taxpayers, which are currently facing funding challenges due to their aging pop-
ulations. Since CPF members know their own retirement needs, they can adjust their con-
tributions and investment strategies according to their own preferences, and they don’t need

to rely on the government or other taxpayers to adequately fund their retirement incomes.

Singapore’s income-support system does not place a significant fiscal burden on the
state. Unlike many defined-benefit systems, the CPF has a low likelihood of experiencing
unfunded liabilities or shortfalls that taxpayers will have to make up for. This allows the
system to be sustainable and to suit the needs of its members, even if contribution rates
and payouts are modified over time due to changing preferences. The CPF LIFE scheme
further enhances sustainability by ensuring members are provided with monthly payouts
for as long as they live during retirement (SSA, 2018). The program is not a requirement

but, once again, offers flexibility to citizens to help them suit their retirement needs.

The last strength of Singapore’s income-support system is its relative success in incen-
tivizing savings for retirement income.* High saving rates are positively associated with
economic growth (Najarzadeh et al., 2014) and reduce the fiscal burden of supporting
pensioners. Incentives to save through the CPF are promoted by enabling individuals to
own their accounts and ensuring there is at least a 1:1 ratio between contributions and

payouts.

CPF schemes typically offer favourable interest rates and very secure investment options
(CPFB, 2021). Requiring CPF contributions to be mandatory also means that individuals
who would not normally save or invest in such amounts will now do so. In other coun-
tries, citizens are unlikely to save as much money, because they rely on publicly funded
pension schemes for retirement income and face little to no incentive to increase their

contributions if they know their payouts will not sufficiently change to justify it.

Weaknesses of Singapore's system

Despite the many strengths of Singapore’s income-support system, the scheme also has a
number of weaknesses that are well documented in the economic literature. One of the
main inefficiencies is that retirement wealth is often locked in illiquid assets such as hous-
ing due to the incentive structure of the CPF. McCarthy et al. (2002) note that Singapor-
eans tend to be asset-rich but cash poor, because the design of government policies steers
members towards using most of their Ordinary Account funds to purchase housing. As a
result, most Singaporeans hold significant wealth in illiquid assets but have comparably

less wealth in the form of cash.

The main implication of this asset imbalance is that there may be a sub-optimal allocation
of resources in the Singaporean economy, as housing is prioritized far above retirement
income, primarily due to government policies rather than individual preferences (Gill
and Low, 2016). For instance, the trade-off when you spend a large amount of funds on
housing is that there is less money available for your retirement. Koh (2014) finds that
many CPF members had insufficient funds for retirement. The author notes that nearly
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half of cumulative contributions (44 per cent) in the CPF were withdrawn to buy homes
or finance mortgages, which leaves little cash savings in the CPF accounts for retirement
income. Specifically, critics of the CPF system note that retirement payouts are inade-
quate, considering the relatively large share of wages Singaporeans are required to save

(Guilford, 2015).

The over-reliance on housing assets and under-investment in retirement income causes
other problems in the economy. CPF members who have withdrawn money from their
accounts to invest in housing are exposed to significant risk if housing prices decline
(Phang, 2007). Since retirement income is largely tied to the success of the housing market,
a potential collapse in the real estate market would render Singaporean retirees both cash
poor and asset poor. Put simply, the Singaporean government now faces the prospect of

having to keep home prices afloat to avoid the erosion of retirement savings.

Singapore’s CPF system has also faced criticism of the apparatus of control and social
engineering inherent in the scheme (Tremewan, 1994). A large amount of money is pro-
vided to unaccountable quasi-government agencies such as Temasek and GIC (Ngerng,
2018). The Singapore government has also been criticized for using home ownership to
gain political support from people, and for politicizing the retirement age (Tremewan,
1994). Indeed, the government is highly paternalistic and maintains a high degree of social
control over all aspects of housing, education, and welfare (Tremewan, 1994). While it
is a smaller government in size relative to other countries, the government still maintains
a large role in the economy.

Another weakness of Singapore’s system is that there does not appear to be a big differ-
ence in investment performance between members enrolled in the CPF Investment scheme
and those opting for the default option of government bonds (Koh et al., 2008; Koh
and Mitchell 2010). The similarities in performance may be partially explained by the
sales charges, transactions fees, administration expenses, and other costs that the CPFIS
levies on products, causing a lower than expected return on private investments (Koh et
al., 2008). As a result, many Singaporeans may be dissuaded from investing in private
funds to build their retirement wealth and choose not to take advantage of the flexibility

afforded to them in the system.

The mediocre investment performance of the CPFIS raises questions about the oversight
and viability of the funds. For instance, how much added benefit does the CPFIS option
offer to members if they are not earning enough reward to compensate for their increased
risk when choosing private investment options over the default bonds? What oversight
mechanisms or rules are in place that prevent the CPFIS from performing comparably to
traditional private funds that are completely outside government control? Clearly, the
flexibility of allowing members to invest in private funds is an advantage in the Singa-
porean model, but this is offset to a great extent by the relative weakness of investment

performance in the CPFIS.

A big weakness in the system is a lack of accountability to citizens. There has been lim-

ited transparency over how funds are used and invested by the government, and citizens
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have little access to oversight mechanisms (Guilford, 2015). For instance, the GIC, which
manages a large share of CPF money, is making high profit returns, whereas the return
on CPF investments to Singaporeans is relatively low in comparison (Guilford, 2015).
This leaves critics to question why there is such a large difference between the returns,

and why the CPF investments perform poorly.

Finally, Singapore has faced criticism from some academics over the adequacy of its social
income supports. The country is unique because it does not have a formal unemployment
insurance program and offers limited government benefits aside from the options offered
through the CPF. This has led to criticism that there are citizens who fall through the
cracks of the welfare system, and as a result are not provided with a sufficient standard of
living at retirement, or they fall through the cracks when they lose their employment status
(Hemachandra, 2010; Beng, 2012). Notably, as part of the evolution of the system over
time, the Singapore government has added top-up provisions to the CPE, implemented
the WIS for low-income people, and offers child care subsidies.

However, government becomes more expensive if it continues to add or expand programs
and thereby lose some of the unique individualistic nature of the CPE. The result is a care-
ful trade-off between balancing the needs of less wealthy individuals and maintaining an

efficient CPF system, and keeping government relatively small in scale and scope.

International comparisons

Chile

Singapore’s CPF scheme often draws similarities to another income-support system, in
South America: Chile. Chile has a defined-contribution pension system, which features
individual pension accounts akin to those in Singapore (Tweedy, 2018). Both systems
emphasize individual responsibility and either encourage or require investment in private
market funds to build up retirement income. Like Singapore’s system, participation in
Chile’s system is mandatory, but Chilean pensions are almost entirely managed by private
funds (AFPs) in a competitive market, rather than by the government (Joubert, 2015).
Notably, Chileans have fewer investment options than Singaporeans, as they are man-
dated to choose a single AFP plan, effectively putting all of their funds in one portfolio
(Krasnokutskaya et al. 2018).

The countries also differ in that Chilean employers are not responsible for paying a
portion of pension contributions, whereas Singaporean employers are required to do
so (Joubert, 2015). In Chile, pension contributors may not make withdrawals from
their accounts during the pre-retirement stage, which stands in stark contrast to the
flexibility offered in Singapore (Mesa-Lago and Bertranou, 2016). Chile’s pension sys-
tem is also narrower in scope than the CPF and is separate from other aspects of its

income-support system.

For instance, Chile has a formal unemployment insurance (UI) system that acts as a

pay-as-you-go model. In this program, the country uses additional individual accounts,
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in which it is compulsory for employees to enroll (Hatherly, 2017). Workers make con-
tributions to these accounts while employed, to develop their own personal safety net.
During unemployment spells, Chileans may make withdrawals from their own accounts
to help pay for expenses, as long as they meet the specified eligibility criteria outlined by
the government (Tweedy, 2018). One obvious similarity between the Ul system in Chile
and the CPF in Singapore is that both are compulsory individuals accounts. However,
there is no formal unemployment insurance program in Singapore, and CPF funds are
generally not intended to be used for purposes other than retirement, medical expenses,

housing, and education.

The Chilean government also generally offers more expansive government programs than
Singapore when comparing provisions outside of the individual accounts. Safety-net mech-
anisms are in place for both the pension and employment insurance systems. For pensions,
Chile offers a basic redistributive pension targeted at low-income individuals without
retirement income, and it tops up pension savings for Chileans with insufficient income at
retirement (Joubert, 2015; Mesa-Lago and Bertranou, 2016). Similarly, a Solidarity Fund
is in place for low-income workers who have insufficient balances in their Unemployment
Insurance Savings Accounts (UISAs) to ensure they receive some level of benefits while
unemployed (Hatherly, 2017). This contrasts with the Singapore model, which offers
limited benefits besides the CPF mechanism.

Australia

Australia’s pension system avoids the large state ownership role, like Singapore, while also
allowing for more competition and fund diversity than Chile. All workers, including the
self-employed, are required to enroll in a compulsory savings program called the Super-
annuation Guarantee (SG) that operates in similar fashion to the retirement account in
Singapore’s Central Provident Fund (Kingston and Thorp, 2019). The contributions made
to the “super account” for each individual are used to provide income during retirement

for Australians.

Despite the obvious similarities between Australia’s and Singapore’s pension systems,
however, their contribution processes are quite different. Singapore splits the burden of
contributions between the employer and employee, while Australia imposes the entire
burden on employers. Since 2002, Australian employers must contribute an amount
equivalent to 10 per cent of each employee’s income into a super account (Kingston and
Thorp, 2019). Employees may top up their balances with voluntary contributions, but
there is no requirement for them to make any deposits (Ingles and Stewart, 2017).

The country also differs from Singapore in that the Australian government offers a wide
array of means-tested transfer programs directed at specific individuals and families.
These programs include the Age Pension, JobSeeker Payment, Parenting Payment, Youth
Allowance, Carer Payment, and many others (Services Australia, 2021). The purpose is
to provide income to eligible Australians for the purposes of retirement, rental assistance,
caring for young children, unemployment benefits, and disability insurance.

fraserinstitute.org

17


http://fraserinstitute.org

18

Meritocracy, Personal Responsibility, and Encouraging Investment

For example, the Age Pension offered by the government is a means-tested universal,
redistributive pension scheme. Eligibility for the Age Pension isn’t based on balances in
the super accounts, but rather an individual’s income level (Services Australia, 2021).
Amounts are clawed back as your income rises, indicating the program is primarily
designed to supplement the incomes of lower-income individuals (Services Australia,

2021). This program is offered in addition to the SG scheme.

Australia’s JobSeeker Payment is another program that clearly differentiates its system
from Singapore’s income-support system. Unemployment benefits are provided to eligible
individuals between the ages of 22 and 64 who are actively seeking work and engaged
in vocational education or training (Services Australia, 2021). There is no such pro-
gram in Singapore for unemployed individuals, as the Singaporean government prefers
to emphasize flexibility, small government, and a high degree of self-reliance through its
CPF scheme.

Japan

Japan is another high-income Asian country with a robust income-support system. Like
Singapore, the country has been attempting to transition away from a big government
state approach to pensions and other benefits. However, the Japanese government still
maintains a much larger role in the economy than its Singaporean counterparts. In fact,
social expenditures as a share of GDP are nearly three times larger in Japan compared to
Singapore (OECD, 2021a).

Japan’s pension scheme is a three-tier system, comprised of a public national pension
(NP), an Occupational Pension (OP) covering salaried workers, and private pension funds
(Okamura and Usui, 2014). The NP tier differs from Singapore’s scheme because it is a
defined-benefit system and is more extensively available than the Solidarity Fund. The
Japanese government subsidizes nearly half the payouts for the NP out of tax revenues,
so it is only partially funded (Okamura and Usui, 2014). Moreover, despite consistent
increases in contributions rates, the system has been unable to keep pace with the country’s
aging population, thus placing a significant burden on future generations of Japan (Yeh
et al., 2020). Fiscal sustainability is expected to continue being an issue for decades to

come, as the pension system is projected to be in deficit until at least 2050 (Bitinas, 2012).

Despite the existence of national pensions, the Occupational Pension scheme is the most
important system for most Japanese pensioners. The way Japan’s system is financed is
similar to Singapore’s Central Provident Fund, because employees and employers equally
split the contribution burden (Okamura and Usui, 2014). However, Japanese workers
can partially or fully offset their OP contributions by setting up private schemes (Bitinas,
2012). These optional, private, supplemental plans were introduced following reforms in

the early 2000s to provide more flexibility to workers (Sakamoto, 2009).

Japan also diverges from Singapore in regards to both the breadth and depth of its income-
support programs outside of the pension scheme. Japanese families and individuals are
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provided with a variety of cash-based welfare benefits that can cover living expenses,
housing, education, health insurance, and many other expenditures. These programs
are largely means-tested, and eligibility is often hyper-focused on a recipient’s income
or wealth (Okamura and Usui, 2014). For instance, welfare applicants are required to
sell off luxury goods and refrain from conspicuous consumption if they wish to receive

financial assistance.

Japanese employers are obligated to enroll their employees in health and unemployment
insurance schemes (Okamura and Usui, 2014). In addition, cash supports are offered
to families living in households with dependents (elderly and children) (Bitinas, 2012).
Overall, the Japanese income-support system is more expansive than Singapore’s, but it

also faces great difficulty in both sustainability and magnitude of cost.

Canada

Singapore’s income-support system is quite different from Canada’s approach. Canadian
governments (both federal and provincial) have employed a much more expansive support
scheme. For pensions, Canada primarily utilizes a publicly funded multi-pillar scheme
consisting of the Canada Pension Plan (CPP) and Old Age Security (OAS). Mandatory
contributions for the CPP are made by Canadian workers and their employers, similar
to the CPF in Singapore (Beland and Wadden, 2014). However, citizens are not provided

with individual accounts and the payouts are collectively funded by Canadians.

CPP funds are invested in private equities on behalf of Canadians by an independent
organization called the Canada Pension Plan Investment Board (CPPIB) (ESDC, 2021).
This strategy aims to grow the collective CPP funds to sustainably finance pension pay-
outs over the long term (Beland and Wadden, 2014). However, Canadians have little
to no say in how these funds are invested and are offered much less flexibility than in
the Singapore retirement model. CPP benefits are generally calculated based on average
lifetime earnings, years of contribution, and the age of the retiree on the first payment
(ESDC, 2021).

Old Age Security is a supplementary program designed to provide additional pension
income to Canadian lower-income retirees. The system is financed through general tax
revenue, and payouts are clawed back when your income surpasses a given income thresh-
old (ESDC, 2021). While OAS is intended for similar purposes as the Solidarity Fund in
Singapore, it involves a significantly larger role by government and offers payouts based

on income status rather than account balances.

The Canadian income-support system also differs from Singapore’s in that it offers a more
comprehensive set of benefits outside of the pension system. For instance, employment
insurance (EI) is a publicly funded system that provides temporary income support to
individuals who have involuntarily lost their jobs (Fuss and Globerman, 2020). EI is
financed through joint mandatory contributions by employees and employers, and it is
only paid to beneficiaries if they meet eligibility criteria such as being unemployed, actively
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seeking work, and residing in a region with a high enough unemployment rate (Fuss and

Globerman, 2020). In contrast, Singapore’s system does not offer any such benefits.

Other income supports in Canada involve an array of programs or services including
the Canada Child Benefit (CCB), disability benefits, parental leave, social assistance, as
well as the Canada Worker’s Benefit (CWB) and other refundable tax credits (Govern-
ment of Canada, 2021). These programs are costly to administer and require significant
involvement by the different levels of government, rather than by private actors in the
Canadian economy. Put differently, the Canadian income-support system is far greater in
scale than Singapore’s, but it comes with a higher price tag and an increased dependence

on government.

Social spending

Singapore is an outlier when one is comparing its public social expenditures with those
of other advanced economies. The country’s social spending was estimated to equal 8.2
percent of GDP in 2017 (Tay, 2018).° In contrast, the Organization for Economic Co-op-
eration and Development (OECD) estimates that 35 of its 36 member countries had higher
social spending than Singapore (OECD, 2021a).® According to the OECD, Chile’s social
expenditures are equivalent to roughly 11.5 percent of GDP, while Australia (16.7 percent
of GDP), Canada (18 percent of GDP), and Japan (22.3 percent of GDP) all spend more
than double the amount that Singapore does (OECD, 2021a). Moreover, the average
amount for public social spending in the OECD is 19.9 percent of GDP. There are 17
high-income countries that are above this average, including Great Britain, Germany,
Sweden, and France (OECD, 2021a).

Despite spending significantly less on social expenditures than other high-income coun-
tries, Singapore consistently enjoys high levels of economic performance. In 2017, Singa-
pore’s GDP per capita equalled US$94,945 (OECD, 2021b). This is more than double the
average amount in the OECD of US$43,480 during the same year (OECD, 2021b). Coun-
tries like Canada and Japan that spent considerably more on social expenditures than
did Singapore, for instance, registered GDPs per capita of US$48,317 and US$41,531,
respectively. Figure 5.1 illustrates the growth of GDP per capita in Singapore and select
OECD countries since 2000.

Income inequality in Singapore is also comparable to that in higher-spending OECD coun-
tries. The Gini coefficient measures a country’s level of income inequality and the amount
ranges between zero and one (DOSS, 2017). A score of zero represents perfect income
equality and the maximum score of one represents total inequality. On this measure,
Singapore is estimated to have a Gini score of 0.356 (DOSS, 2017). Other high-income
countries such as Great Britain and the United States have higher levels of inequality,
with scores of 0.366 and 0.390, respectively (OECD, 2021¢). While Singapore does have
a larger Gini coefficient (0.356) than higher-spending countries such as Australia (0.325)
and Japan (0.334), the scores are relatively close (DOSS, 2017; OECD, 2021c). However,
it is estimated that 110,000 to 140,000 households in Singapore live in absolute poverty,
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Figure 5.1: GDP Per Capita (USD) in Singapore and OECD Countries, 2000 to 2017
(average 2017 USS)
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while around 20 to 35 per cent of households live in relative poverty (Smith et al., 20135).
Table 5.3 summarizes the various measures of public spending and economic performance

for Singapore and a few OECD countries.

Table 5.3: Public Social Spending and Economic Performance by Country, 2017

Public Social

Spending as % GDP Per Capita Gini
Country of GDP (USD) Coefficient
Singapore 8.2 $94,945 0.356
Chile 115 $24,402 0.460
Australia 16.7 $50,854 0.325
Japan 223 $41,531 0.334
Canada 18.0 $48,317 0.310
OECD Average 199 $43,480 N/A

Sources: DOSS (2017); OECD (2021a; 2021b; 2021c); Tay (2018).

Conclusion

Singapore’s income-support system is quite unique. The primary emphasis is placed on
individuality and self-reliance, but the government does maintain a high degree of control
and exercises paternalism over its citizens. While the country employs some government
spending for child care, disability benefits, and supplementary income for low-income

families, these programs are not expansive in nature. Instead, Singapore’s pension scheme
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and other income supports are offered mainly through its Central Provident Fund and per-
sonal savings accounts for retirement, health care, housing, and other expenses. Although
Singapore’s social spending as a percentage of GDP is well below the OECD average,
the country enjoys a much higher GDP per capita and comparable income inequality
with those of peer countries, though there are concerns about adequacy of supports and
poverty levels. Overall, the income-support system manages to incentivize higher savings
rates, provide more flexibility to members than other countries, and keep the size of gov-
ernment below those of other comparable countries. Drawbacks of the system include a
mediocre investment performance record, a lack of transparency and accountability, a
high degree of social control and paternalism, limited support for the unemployed, and
the over-reliance on housing assets. Ultimately, Singapore’s income-support scheme is one
of the most unique models in the modern world.

Notes

1  The minimum sum has been increasing over the years, which has been a source of dis-
gruntlement amongst Singaporeans since they do not have democratic control or over-
sight over this (Pei Ying and Shin Bin, 2015).

2 However, the use of MediSave cannot be used to fully offset all medical expenses subject
to the requirements of co-payment. To reduce moral hazard, the Singapore government
desires that people pay out-of-pocket expenses.

3 A working applicant refers to a mother (single or married) or to a single father who
works a minimum of 56 hours per month.

4 It should be noted that some critics have said there may be over-savings in Singapore,
since the CPF has been associated with limited funds to engage in personal ventures and
entrepreneurship (Lim, 2014).

5 One limitation of Singapore’s data is that the state has extra-budgetary means of spend-
ing, financed by reserves, surpluses, and GIC profits that may not be included by the
OECD (Asher et al., 2015).

6  Mexico is the only OECD country estimated to have lower public social spending than
Singapore.
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CONCLUSION

IS SINGAPORE A FREE MARKET ECONOMY?

Bryan Cheang

To what extent has Singapore followed a free market economic model? Many will point to
the fact that despite its high economic freedom rankings (discussed in chapter 1), there has
been substantial government intervention into markets in the form of government-linked
corporations (GLCs), sovereign wealth funds, and a range of other industrial policy initia-
tives. While this is the case, throughout Singapore’s economic history, the size of the GLC
sector has been a source of contention, such that the government decided to embark on a
privatisation exercise in the 1980s in order to maintain commercial discipline (Low, 1991).
Nevertheless, industrial policy has been a prominent government practice in Singapore,
with substantial subsidies, loans, and incentives given to foreign multinationals, as well
as to domestic businesses for economic upgrading purposes (Chia, 2005; Cheang, 2022).
Indeed, one of Singapore’s leading economists, Linda Lim, wrote that the free market is
a myth in Singapore, where the visible hand of the government has been more significant

than previously realised (Lim, 1983).

The apparent contradictions in Singapore’s political economy merit additional discussion.
What explains why an economy ranked as one of the freest in the world is also one that
has numerous GLCs in operation? Why is it that an open economy that relies on markets,
globalisation and private investment simultaneously engages in intrusive industrial policy
by the state? Within the specific area of social policy, the Central Provident Fund (CPF)
policy is itself a paradox. While it is based on the principle of self-responsibility, it relies on
coercion. Individuals are forced to be self-reliant. One can ask if the CPF is a free market
policy, and (more broadly) the degree to which Singapore follows a free-market model.

These are legitimate questions without easy answers. The best way to understand these
apparent contradictions is with reference to the worldview of Singaporean policy offi-
cials, who primarily adopt an elite-driven, pragmatic outlook. Policymaking power is
concentrated in the hands of a small elite who are supposedly knowledgeable, having
been trained and educated in the best schools. Reliance on elite decision-making reflects
the technocratic, as opposed to democratic, characteristics of Singapore politics. At the
same time, government elites believe that they make decisions on purely neutral, technical
grounds that best serve the people (Barr M. D., 2006). Government officials claim to be
pragmatic and free from ideological blinders and rigid political positions. The current

Prime Minister Lee Hsien Loong says it best:
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there is an approach that we have applied in Singapore. A government
that is pragmatic—it looks for solutions that work, rather than starting
out from any ideological presumptions. It depends to a considerable
degree on the free market because markets make economies efficient.
But at the same time, the government is not shy to play a very active
role—in public housing, education, healthcare, infrastructure. (Beech
and Abdoolcarim, 2015)

Through the lens of pragmatism, what seem like inconsistencies to ideologically consistent
individuals are par for the course for the Singapore government. That is why it is common
to hear rhetoric that may sound inconsistent, often within the same speech itself, from a
variety of government leaders. For example, in 2015, Prime Minister Lee gave a keynote
address to NTUC National Delegates, where the media reported him as declaring: “amid
headwinds in the global economy and competition from developing countries as well as
advanced economies, the way forward for Singapore is to ride the wave of globalisation
and use the power of free markets” (Neo, 2015). Score one for classical liberalism. Yet,
while not reported, in the same speech just minutes later, he also said that, “the State-the
Government-has got to create the conditions so that the markets can generate prosperity
for all of us,” and that the government must “mitigate the excesses and the negative effects
of a market system” (Prime Minister’s Office, Singapore, 2015). A classical liberal may
leave the speech wondering if the Prime Minister had just announced a market-leaning
policy package. In short, what might seem inconsistent to outsiders is perfectly consistent
in the pragmatic mindset of Singaporean officials, who have always sought to balance the

roles of markets and the state.

This commitment to pragmatism is why the Singaporean government has embraced
market institutions and policies. Market institutions are seen as beneficial because
of their consequentialist benefits in terms of economic growth and efficiency and not
because of moral considerations such as individual freedom. Markets in Singapore are
accepted only to the extent that they achieve goals of economic growth and efficiency.
It should also be noted that historically, Singapore was not born out of revolution, or
out of a resistance against established authority, as was the case in Western Europe
and the United States.

Without a principled allegiance to a set of natural or human rights (such as in the United
States, where natural rights are enshrined in the Constitution and widely appreciated
in the wider culture), the Singapore government readily discarded markets when other
objectives emerged that it deemed important. Such objectives mainly encompass national
security, political control, and social stability, which the government has often prioritised.
For example, mandatory conscription is an anti-classical liberal institution that has per-
sisted in Singapore because it is believed to be essential to maintaining national security
in a region rife with socio-political tensions (Shu and Ong-webb, 2018). GLCs are main-
tained, in part, because it affords the state significant—though indirect—political control
over the economy (Low, 2002). Restrictions on the sale of certain items, such as drugs,

cigarettes, pornography, and alcohol—commonplace in Singapore—are all justified on
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grounds of ensuring a society that is stable, well-ordered, and free from the vices typically

seen in the Western world.

Singapore’s embrace of markets and market-based policies are also borne out of geograph-
ical exigencies. Since Singapore is a small city-state with a small domestic market and no
natural resources, the political elites realised that for economic survival, a global outlook
was essential, underlying their embrace of free trade, open immigration, and foreign
investment. Market competition was also justified on the grounds that local enterprises
need to be competitive in order to successfully compete on a global level. Thus, Singapore’s
embrace of markets was and is driven by economic survival, and not based on a deeper
socio-cultural appreciation of the moral virtues of freedom on which market capitalism
is based. What this means once again is that other exigencies which are deemed pressing
at any given moment—whether they involve national security, political control, or social

stability—may, as part of some broad cost-benefit rationalisation, trump markets.

The prioritisation of security, political control and social stability suggests that the Sin-
gapore government may be labelled as conservative, though imperfectly so. Like political
conservatives in the Western world, the Singapore government generally supports eco-
nomic freedom (within limits), and socially conservative civil policies, which may explain
why LGBTQ relations remain frowned upon and why vices are often heavily suppressed.
This conservative outlook of the Singapore government stems from its history and the
personal values of its founding father, Lee Kuan Yew. Singapore was born in tumultuous
circumstances, having experienced a communist insurgency, racial riots, and political ten-
sions with Malaya during the unsuccessful merger, among other problems. From the early
onset, this forged in Singapore’s leaders a siege mentality and a sense of vulnerability for
which they have since tried to compensate through tough policies emphasising security,
law and order, and social stability (Singh, 2017, p. 8). Moreover, Lee Kuan Yew was a
conservative, who strongly subscribed to traditional values of hard work and meritocracy.
He also had elitist tendencies and believed in natural hierarchies in human relations (Barr,
2000). This quote by Lee Kuan Yew is noteworthy:

I started off believing all men were equal. I now know that’s the most
unlikely thing ever to have been, because millions of years have passed
over evolution, people have scattered across the face of this earth, been
isolated from each other, developed independently, had different inter-
mixtures between races, peoples, climates, soils... I didn’t start off with
that knowledge. But by observation, reading, watching, arguing, asking,
and then bullying my way to the top, that is the conclusion I’ve come to.
(Barr, 1999, pp. 150-151)

These comments help explain Singapore’s conservative credentials.

Yet, even the term conservative is an imperfect label at best. The Singapore government,
far from being a slave to tradition, has often been willing to break away from past prac-
tices in order to achieve pragmatic benefits for the people. One example was the deci-

sion to welcome foreign multinationals in the 1960s, which at the time was opposed by
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conservative voices for fear of foreigners perpetuating neo-colonialism. The decision to
open Singapore to foreign direct investment was considered a progressive decision made
in the economic interests of the burgeoning economy. Another vivid example was the
conscious—one might say progressive—decision by the government to build casinos in in
the early 2000s in the interest of economic growth, a decision which attracted opposition
from the conservative right. Hence, even conservative principles have been abandoned by

the government when the situation called for it.

What remains is therefore a sense that the government knows best. If the Singapore gov-
ernment has adopted policies from across various ideologies, then what criteria does it use
to adjudicate competing ideas? This is a difficult question to answer. The best answer to be
offered here is that the government is an elite-driven technocracy that believes itself capable
of selecting the best policies (Cheang and Choy, 2021), based on the criteria it chooses,
loosely guided at best by the goal of economic progress. If there is any single ideology that

the government can be said to adhere to, it would be the priority of economic growth.

The next natural question that might be asked is why the Singapore government believes
itself to be so competent in identifying the right policies? Mainly, its leaders have histor-
ically been drawn from the intelligentsia and the professional class who share the belief
that academic achievements are reflective of merit.! Like begets like, and this system has
perpetuated itself from the beginning. Significantly, the public administration apparatus
has consciously developed human resource policies to attract the best talents from the
private sector to join the government (Quah, 2010). Government scholarships to top uni-
versities are generously offered to the best performing students, who in turn are attracted
to government careers due to its high status. With doctors, engineers, lawyers, and various
professionals forming the government, there is also a strong conviction in the power of
big data and the technological sciences to understand and plan society (Cheang and Choy,
2021). This is why the Singapore civil service routinely resorts to scenario planning, with
a Centre for Strategic Futures responsible for anticipating future “black swan events” that

should guide current policymaking (Harris, 2014).

Assessment

It must therefore be conceded that Singapore is by no means a laissez-faire minimal
state as favoured by classical liberals. The size and scope of state activity in Singapore
far exceeds the classical liberal ideal. It would be more accurate to describe Singapore
as following a hybrid, state-guided form of capitalism, with a complex interplay of state
and market elements in its political economy. The theoretical concept that best explains
Singapore’s political economy is the developmental state model that first arose in East
Asia (see Haggard, 2018 for a primer on what this is). Whether or not the market or
state elements are more significant in Singapore, and how the interaction of both affects
Singapore’s prospects are subjects of a separate study (Cheang, 2022).

There are positive and negative aspects of Singapore’s economic performance. On the neg-

ative, there are concerns that high growth rates have been achieved without corresponding
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achievements in productivity, innovation, and entrepreneurship, due to the pro-active use
of industrial policy by the developmental state (Cheang, 2022). Yet, there are some posi-
tive aspects to be learned in relation to Singapore’s institutions as well. The most central
one of all is Singapore’s highly reputable legal system, which is both efficient and trans-
parent. Rule of law in Singapore is well-regarded, protecting persons and property. This
significant achievement is documented by consistent high scores by legal organisations
(Ministry of Law, Singapore, 2021). Singapore’s tax rates are also highly competitive, and
are capped at a maximum of 22%, even for the highest earners. Thus, it is unsurprising

that it has been ranked as one of the most competitive economies in the world.

Importantly, it should be noted that because Singapore is not a laissez-faire utopia does
not mean that there are no important lessons to be learned from its use of market-based
institutions in policymaking, which is nevertheless significant. The fact that Singapore is
a mixed economy does not detract from the fact that in social policy for instance, there
exists a high degree of reliance on personal responsibility, community self-help and private
mechanisms, all of which are typically downplayed in welfare states. The goal of equity,
which many would accept as an important plank of government policy, is pursued in
Singapore in ways that are compatible with meritocracy, personal responsibility and the

work ethic, a praiseworthy approach worth considering elsewhere.

Significant also is Singapore’s high premium on economic growth. On the surface, most
societies value economic growth, since it expands economic prosperity for all. Who would
object to growth? Yet, economic growth is often compromised, or at least diminished in
the service of other non-material or even post-material objectives, be it inclusivity, diver-
sity, or environmental sustainability. This is why the emphasis around the world today

is on inclusive or sustainable growth, with the emphasis on inclusive and sustainable.

Singapore stands apart in its unwavering conviction that economic growth is critical to
achieving alternative public policy objectives. In particular, economic growth is seen as
benefitting the least well-off and contributing to environmental goals. It is unsurprising,
therefore, that Singapore believes in supporting green industries, as an engine of both
economic growth and environmental progress (Cheang and Choy, 2021). Not only are
social and environmental policies in Singapore pursued in a way that is growth friendly,
but it is also believed that growth can positively contribute to national welfare broadly
defined. Economic growth is what creates jobs and better jobs for Singaporeans, especially
for low-wage and low-income workers (NUS, 2019). Additionally, Singapore has stood
firmly against protectionist sentiments in recent years, with the conviction that free trade
and globalisation are the bedrock of the Singapore model (Baharudin, 2021). The Singa-
pore government has repeatedly insisted that an open immigration policy is essential for

sustained economic growth and the well-being of all residents (Chan, 2020).

Far from a vulgar commitment to materialism, Singapore’s prioritisation of economic
growth reflects a modern pragmatic outlook centred on social progress. This is consis-
tent with the classical liberal belief that economic growth produces win-win opportu-

nities for all.
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Even though Singapore is not a laissez-faire minimal state economy, it does rely on
market-based instruments in various aspects of policymaking, namely in education,
healthcare, housing and transportation, among others. In education, education savings
accounts—called Edusave—are used to promote personal responsibility, and a wide
degree of autonomy is given to schools to administer their affairs and plan their cur-
riculum. Market competition is also incorporated into healthcare policy design, and
again with a substantial degree of decentralisation amongst local hospitals and service
providers (Haseltine, 2013). Housing is an interesting area. Even though a large majority
of the population lives in public housing, the government has often sought to “work
with markets” in the area of urban development. The government implemented the Gov-
ernment Land Sales (GLS) program in the 1970s, which is essentially a public-private
partnership to release land for private sector development, coupled with the provision of
incentives and the streamlining of planning rules to attract private sector participation
(see Koh, 2017, ch. 3). The government also set up private sector-like, corporate entities
to support national development. For example, the Resources Development Corporation
was a privately-run and corporatized—though state-owned—entity that supported the
government’s large-scale home building projects in the 1980s (Koh, 2017). In the area
of transportation, Singapore is, famously, the first nation to have used road pricing to

regulate congestion.

These are myriad examples from Singapore of the incorporation of markets and private
sector techniques into policymaking that are worth emulating elsewhere, even if Singapore

is not a laissez-faire minimal state in the textbook sense.

Should Singapore be emulated?

Some critics would object that the Singapore model may not be worth emulating. For all
its achievements, especially in the economic realm, there is a dark side to Singapore that
should be acknowledged. Here, critics of the Singapore model would point to its political
system, specifically the way in which it falls short of the liberal democratic ideal favoured
in the West. Such criticisms range from the moderate to the scathing. Singapore is known
for its paternalism, most famously for banning bubble-gum. The passing of Lee Kuan
Yew led many to reflect on his rule as a “benevolent dictator.” More extreme critiques
paint the incumbent People’s Action Party as an all-controlling, almost totalitarian, state

(see Tremewan, 1996).

It should be conceded that Singapore is by no means a liberal democracy. It is at best
an electoral democracy, with free, fair, and regular elections held, but with civil liberties
restricted in various ways (see Freedom House, 2020 for a comprehensive analysis).
The press is controlled due to restrictive legislations. Effectively, the leading media
outlets are state-controlled. Free speech is also curtailed through the regular use of
libel lawsuits to silence critics of the incumbent party, which have caused many oppo-
sition activists to become bankrupt. Freedom of assembly is limited, and the extreme

case that recently gained media attention involved an activist being charged for illegal
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assembly simply for holding up a smiley face sign in front of a police station (Beech,
2020). Such political repression has also somewhat hampered the development of the

creative sectors (Cheang, 2022).

It is important to evaluate nations on a comparative basis, lest one is guilty of the nirvana
fallacy, which is the mistake of judging an imperfect institution against an unrealistic,
perfect ideal (Demsetz, 1969). One should always ask “as compared to what?” (Boettke,
2013). While Singapore is not a liberal democracy, it is still by far a much better place
to live than most developing countries where people live under clearly rapacious gov-
ernments. When one looks at the blatant corruption, nepotism, and sheer predation that
still exist in wide swathes of Africa, the Middle East, and Latin America, the “sins” of
Singapore seem to pale in comparison. This is not to excuse Singapore’s political under-de-

velopment, but it is to frame things in perspective.

Therefore, whether Singapore should be emulated will also depend on who is the one
doing the learning. Clearly, Singapore has much to learn from the West in terms of how
political freedoms and civil liberties are prioritised, not just as a pragmatic benefit, but
as a cardinal virtue. When it comes to achieving material welfare and personal safety,

developing countries have much to learn from Singapore.

Additionally, just because Singapore is not a liberal democracy does not mean there are
no positive lessons to be drawn from it. Additionally, given the specific problems that
the West is currently experiencing arising from the growth of their welfare states, the

anti-welfare orientation of Singapore is particularly instructive.

In simpler words, draw the right lessons. Don’t learn from Singapore’s bad political prac-
tices, but learn from the way it grows its economy, and particularly the way it encourages

fiscal responsibility, self-reliance, and community mutual aid in social policy.

What lessons are to be drawn also depends on what we wish to learn in the first place,
and there are indeed many problems in social welfare policies around the world. The
United Kingdom for instance has relied on a single-payer model of healthcare provision
through the National Health Service, which has been rightly criticised for its inefficiency
and wasteful spending.? Studies have shown that health outcomes may have been compro-
mised by the NHS, rather than enhanced by it (Niemietz, 2016). The United States also
has a problem regarding its social security system. It has been warned that the system is
on an unsustainable path, with spending projected to outstrip social security revenues,
given demographic changes and social pressures to maintain and even expand benefits
(Bureau of the Fiscal Service, 2021).3

Given these problems in social policy, it becomes clear that the Singapore model offers
useful policy insights. This does not mean that Singapore’s entire policy-making apparatus
should be mimicked, or its political repression ignored, but rather to narrow our focus to

lessons that fit the learner’s circumstances.
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So, what are the valuable lessons to glean from Singapore?

Other countries should not copy Singapore wholesale but look at discrete, limited, and
specific areas in Singapore’s public policies, specifically social policy. Notable is Singa-
pore’s commitment to long run economic growth. Singapore, like virtually all countries,
provides social assistance to the least well-off. But Singapore has never allowed social
assistance or even redistribution to take precedence over economic growth; in other
words, there is a recognition that growing the pie for all is more important than distrib-
uting slices of it. The logic is simple: with economic growth comes good jobs for Singa-

poreans, and good jobs mean higher incomes.

The second related lesson is the centrality of work. Since economic growth is important
for social uplift, the Singapore government supports individuals in finding gainful employ-
ment. To those who say “give me welfare, I cannot work,” the government will respond:
“we will give you (some) welfare, if you work,” as opposed to “we will give you welfare
to replace work.” Understandably, there are those who are unable to find work no mat-
ter how hard they try (“I have no skills, nobody wants me”), and this is why retraining
programs are plentiful in Singapore (“we will help you get trained”). These programs
target a wide range of individuals, from low-skilled workers, to retrenched (returning
to the labour force) workers, to mature workers seeking re-employment in a different
industry. Of course, in a free market, minimal state society, such government spending on
retraining would not even exist. Yet, if one were to choose between pure, unconditional

transfer payments or retraining programs, the latter seem the better choice.

The emphasis on work is part of Singapore’s larger policy of meritocracy. It is believed
that individuals should be rewarded based on their hard work and talent, rather than
ascriptive factors like race, religion, or ethnicity, all of which are beyond an individual’s
control. It is reminiscent of the Christian saying, “if a man will not work, he shall not eat.
Accordingly, meritocracy is a practice that runs through the government’s recruitment
policy, the education system, and the business culture. Singaporeans are brought up to
believe that one must earn rewards, through the attainment of merit, which is usually
equated with attaining stellar educational achievements (Cheang and Choy, 2021, ch. 3).
Meritocracy is best reflected in Singapore’s relatively low tax rates, which feature high
personal allowance exemptions (Inland Revenue Authority of Singapore, 2021). Differ-
ences in tax brackets are small, preventing disincentive effects that may occur if one faces
a much higher tax burden as one’s income increases. By way of a simple comparison: a
typical new graduate in Singapore earning the median annual salary of SGD46,080 will
only pay a tax of SGD$550 on the first 40k + 7% of the remaining SGD6080, leading to
a total tax of SGD975.60 for the entire year. That’s an average tax rate of just 2.12%,
as compared to the standard basic rate of 20% in the United Kingdom. The principle is

simple: individuals are rewarded for work; more work, more rewards.

The deeper principle pertaining to social policy is the use of means-testing and condi-
tionalities. There are some schemes in Singapore that offer social assistance without
conditions to fulfil, but these are few and are limited only to the very needy in society.
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One example is the ComCare Long Term Assistance scheme, which provides ongoing
financial support for long-term care to a carefully defined group of stakeholders (Min-
istry of Social and Family Development, 2021).* There are also few government-funded
social programs in Singapore that one is entitled to simply by virtue of being a resident,
or a citizen.® It should be emphasized that welfare schemes in Singapore are generally
not universal, and means testing is regularly used.® This means that schemes such as
the universal basic income, or universally-accessible welfare services are anathema to

Singapore, and thus resisted.

The recognition that work should not be displaced by welfare is, in turn, linked to an
understanding of incentives. Good policymaking must recognise that incentives matter,
and if the design of social policy is such that individuals are incentivised not to work, or
to delay gainful employment, then such programs may be rejected. The appreciation of
incentives is in turn linked to the pragmatic mindset of government leaders, who aim to
evaluate policies based on their likely consequences and overall impact, rather than with

reference to some political ideal.

The recognition that incentives matter is part of market-based policymaking. Though
Singapore operates a developmental state capitalist model on the whole, specific areas of
policymaking exhibit praiseworthy market-based characteristics worth noting. Let’s take a
specific example from the utilities industry, where market pricing is used in the delivery of
water in Singapore. Singapore recognises the fundamental principle of scarcity, and resorts
to pricing to ensure conservation and for operating costs to be defrayed (Public Utilities
Board, Singapore, 2021). The Public Utilities Board also entered several public-private
partnerships to improve water infrastructure and service delivery. Overall, Singapore has
managed to meet the increased demand for water over the years, and today is recognised
as a model for integrated water management and a “Global Hydrohub”, i.e., a leader in

water innovation (Dhalla, 2017).

The use of market mechanisms is also seen in Singapore’s urban development, which could
have far-reaching impacts on property prices, housing costs and environmental quality if
mismanaged. Over the years, Singapore urban planners have worked with markets, most
obviously through its Land Sales program, where the state carefully makes land available
with basic infrastructure, and then works with private developers on joint projects. This
has “led to a strong partnership between the public and private sectors, underpinning
the physical development of Singapore, supporting population and economic growth,
and helping to maintain a stable and sustainable property market” (Centre for Liveable
Cities, Singapore, 2017). Admittedly, Singapore falls short of a classical liberal ideal, but
its respect for market incentives clearly differentiates it from full-fledged socialist regimes

where private property is suppressed, and markets are illegal.

Effective policymaking goes beyond economic incentives, however. The economic prag-
matism of Singapore’s leaders is also associated with a rather hard-nosed, (some would
say cynical), view of human nature. Once again, this stems from the personal worldview

of Lee Kuan Yew, which has cast a long shadow over policy design. He famously said:
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Mine is a very matter-of-fact approach to the problem. If you can select
a population and they’re educated and they’re properly brought up,
then you don’t have to use too much of the stick because they would
already have been trained. It’s like with dogs. You train it in a proper
way from small. Tt will know that it’s got to leave, go outside to pee and
to defecate. No, we are not that kind of society. We had to train adult
dogs who even today deliberately urinate in the lifts. (Han, Fernandez,
and Tan, 2015, 195-197)

This quote represents the belief that Singaporean individuals must be trained, told what
to do, lest they misbehave.” In terms of social policy, the Singapore government has never
hesitated to believe, and act on the belief, that if given a chance, individuals will shirk, be
lazy, and become dependent if welfare is too generous. They have also never shied away
from the belief that individuals will make bad choices and gamble away their savings,
hence the use of the CPF system.

Is this a mindset that is worth emulating? Once again, it may not seem that bad when
compared to the political naivety that we observe amongst some advocates of egalitari-
anism. Whether the proposal in question is that of socialism, the welfare state, or some
further increase of social spending in society, the rhetoric we hear all too often these
days ignores economic realities. The utopian fantasies of many egalitarian ideologies
have been disproven by economic science, best seen in the collapse of Soviet and Eastern
European socialism. The actual realities of socialism have not matched their idealistic
pronouncements. Perhaps the pragmatic mindset of Singapore’s leaders warns one against
an uncritical embrace of egalitarian social policies that are inconsistent with economic

growth and improved standards of living.

Can the Singapore model be exported?

At this juncture, some may respond: the Singapore model is great, but how can we actually
transfer and implement the lessons of Singapore’s experience? There is a concern that the
Singapore model of governance and its public policies are based on unique factors that
are not replicable elsewhere. If this is true, then at best Singapore offers an interesting
example that cannot be implemented elsewhere.

This caveat is certainly relevant. It is not possible to export any model of governance
completely from one country to another, and to reject this claim is to ignore the way in
which institutions and polities are culturally specific. Academic political economists have
pointed out how the success of institutional change depends on the concept of “insti-
tutional stickiness,” which is “a function of that institution’s status in relationship to
indigenous agents in the previous time period” (Boettke, Coyne, & Leeson, 2008, 331).
Institutions that are imposed exogenously by foreigners with no regard to the local context
will fail, while those which grow indigenously from within tend to be more successful.
This principle explains why efforts to export democracy in the world have failed, and
even well-intentioned efforts to implement property rights and rule of law institutions in
poor countries have stalled (Coyne, 2008; Nicoara and Boettke, 2015).
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Consequently, there are unique contextual factors that have made Singapore what it is
today. First, it experienced a form of colonialism that was relatively benevolent under
the British, a process which saw it inherit modern institutions and experience trade and
immigration-driven economic growth. Second, Singapore is also a small city-state that
is geographically located in Southeast Asia. This has meant that there was added pres-
sure for Singapore to open itself up to the world, and its unique territorial position has
also made it attractive as a destination for business and trade throughout history. These
were historically contingent factors that gave Singapore a massive head start in its con-
temporary development efforts just after World War 2 (Cheang, 2022). Therefore, it is
impossible to replicate another “Singapore success story,” divorced from the historical

and geographical factors that it experienced.

However, just because Singapore cannot be copied in full does not mean that there are no
lessons to be drawn from Singapore. One should not seek to copy another model, which
would be a fatally ambitious and impossible task, but simply learn discrete and limited
lessons from specific policy areas in Singapore’s experience, which is more realistic. What
others should learn about Singapore is not only its success in achieving economic growth,
but also ensuring that equity is achieved through growth. Unlike in European welfare
states, equity has not trumped economic growth. Take this contrast: homeownership in
Singapore is one of the highest in the world, compare this with the housing crisis in the
UK, where young people are severely priced out of the market.® One of the famous leaders
in Singapore history, Goh Keng Swee, summarised this achievement of Singapore as “a

socialism that works.”

It is important to remember that principles are universal, but implementation is local.
There are principles of Singapore’s success and policy experience that may be understood
universally, though implementation will need to take into account local constraints. There
are two important considerations that must be grappled with regarding Singapore’s policy

experience, namely its success with providing social welfare.

First is the capable, effective, and accountable government that Singapore possesses, which
has made the sound policies possible. Often, good economics stem from good politics, and
vice versa. Political interests are often the barrier to desirable economic reform (Acemo-
glu and Robinson, 2000). This interconnection between economics and politics suggests
that nations that wish to learn from the good economic (and social) policies of Singapore
must also understand the political foundations that made it possible. Notwithstanding its
authoritarian tendencies, Singapore’s public service has an excellent global reputation, and
many of its practices deserve attention—merit-based recruitment, strong stance against
corruption, incorporation of market-principles in service delivery, use of private sector
techniques in managing public corporations, constitutional limits on budget spending,

and inculcation of a strong ethos of public service (Quah, 2010; Haque, 2004).

The Singapore public service’s favourable world reputation should be contrasted with
what seems like dysfunctional politics in much of the West today. One especially perni-

cious problem has been the severity of rent-seeking and crony capitalist behaviour. Some
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have also shown how special interest groups hold outsized influence in places like the
United States (Lewis, 2013; Stockman, 2013; Whaples, 2019). For all its faults, this is
not a charge that has been levelled against the Singapore state. Perhaps this is a happy
by-product of its curbs on democracy, but world organisations all over have acknowl-
edged that Singapore’s leaders generally implement good policies that respond to people’s
concerns. The United Nations Development Program once pointed out the governance

lessons that others should draw from Singapore:

Singapore’s experience in successfully building and then evolving its Pub-
lic Service over time demonstrates that public service development is
possible and worthwhile, albeit difficult, complex, and time-consuming.
It is clear that Singapore’s experience has many valuable lessons to offer

to any administration seriously interested in achieving better governance
(Saxena, 2011, p. 147).

The second important factor to consider is the culture. In Singapore, the reason why
many of its social policies work is because people genuinely share in a culture of self-re-
sponsibility. This is not merely the rhetoric of government leaders or elite propaganda.
Citizens genuinely believe that dependence on the government is a failing to be avoided,
and that the individual and the family should be the first source of help. Singaporeans
are also fiercely meritocratic and imbibe in the shared value “work for reward, reward
for work.” This is why the social policies (as described in other chapters in this volume)
are readily accepted by Singaporeans, an achievement which may be difficult to realize in

societies without the same degree of self-reliance.

Some lament that culture is a barrier to successful policy reform. After all, culture is diffi-
cult to change, and may take a very long time, if ever. Seen this way, it may be extremely
difficult to implement Singapore-style CPF savings programs or co-payment-heavy social
schemes in other countries. But one should not despair, because cultural change, while
difficult and slow, is possible through intellectual activism. Other countries wishing to
emulate Singapore’s successful social policies must find ways to encourage and foster a

culture of self-reliance.

Political economists have pointed out that successful institutional reform and policy
change have much to do with the intellectual climate of opinion (Lopez and Leighton,
2012). In short, ideas matter. Intellectual activists and political entrepreneurs can do
much good if they manage to champion a new mindset, a new way of thinking about the
world. This actually gives us cause for optimism. Arguably, the most important lesson
to be drawn from Singapore is not a specific policy, but an idea articulated by its leaders
and shared by most. It is an idea to be championed and shared. It is the idea articulated

by former Minister of Singapore Rajaratnam:
Once people believe that the government will provide everything then

they lose the faculty of self-reliance, of personal initiative and of learning
to do things for themselves... The P.A.P. Government right from the start
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rejected the idea that it was Government which created a prosperous
democratic society. It came to the conclusion that work created prosper-
ity; that the harder and more intelligently people worked the greater their
prosperity; that the harder and better a citizen worked the more should
be his share of the prosperity (Rajaratnam, 1982, emphasis added).

Notes

It is interesting that at the time of the writing of this chapter, one prominent government
Minister in Singapore was caught in a “hot mic” situation, where his private conserva-
tion was inadvertently overheard by other parliamentarians. He had privately mocked
his opposition counterpart for sounding “illiterate”, and for not reflecting the elite insti-
tution that he had hailed from. (Kutohi, 2021)

One of the most egregious cases readers should be aware of is the wasteful spending to
the tune of £7.6 billion per year, on “overpriced loo rolls, lost crutches, wheelchairs, and
management consultants.” (Gornall, 2017)

Moeller, P. (2019, April 22). Medicare and Social Security Stay on Unsustainable Finan-
cial Paths, reports show. PBS NewsHour. <https://www.pbs.org/newshour/health/medi-
care-and-social-security-stay-on-unsustainable-financial-paths-reports-show>, as of Jan-
uary 12, 2024.

Ministry of Social and Family Development, Singapore. (2021). ComCare Long-Term
Assistance | Ministry of Social and Family Development.

Perhaps one notable exception is the recent Medisheld Life program, which is a basic
health insurance plan that covers all Singaporeans and which “helps to pay for large hos-
pital bills and selected costly outpatient treatments, such as dialysis and chemotherapy
for cancer.” (Ministry of Health, Singapore, 2021).

Ministry of Social and Family Development. Singapore. (2021). Assistance | Ministry
of Social and Family Development. <https://www.msf.gov.sg/assistance/Pages/default.
aspx>, as of January 16, 2024.

This may also explain the persistence of harsh corporal punishments in Singapore as a
method of discipline, namely caning.

Spratt, V. (2019, April 15). Inside the housing crisis: Why I live in a cupboard. BBC Three.
<https://www.bbc.co.uk/bbcthree/article/1e6¢9bcb-31b9-493b-9018-£6f4b94£9552/>,
Singapore’s home ownership rate is about 88%, one of the highest in the world. See
Chua, N. (2021, September 28). Mothership Explains: Why most S’poreans own their
homes instead of renting. Mothership. <https://mothership.sg/2021/09/hdb-home-own-
ership-history/>, as of January 12, 2024.
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