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Inflation has reared its udv head once aaain and 

a one that emerged in previous decades? Or is it 
a different animal? What weapons can 
be unsheathed to slav it or at least 
keep it at bay? - - --- - 

said the watchdog would be concerned cies. The freak worldwide weather, 
only if there was evidence that coffee caused by changing climate pat- 
shops were colluding - that is, all raising terns, has wreaked havoc on agri- 
prices at the same time and by the same . culture and put global food prices 
amount, despite differences in operating '.:\ on an upward trajectory in the 
costs. past few years. 

So far, there is little to suggest collusion. Ac- As Singapore imports 90 per 
cording to the Singapore Foochow Coffee Restau- cent of its food, it has little alter- 
rant and Bar Merchants Association and the native to accepting these price 
Kheng Keow Coffee Merchants Restaurant and rises. 
Bar Owners Association, only 20 per cent to 30 per Coffee beans recently reached 
cent of their 700 members have raised prices by 10 a 13-year high of USB2.56 (SB3.30) 
cents. per pound (0.45kg), an 85 per cent 

Yesterday, NTUC Foodfare Cooperative an- / increase since June last year. Accord- 
nounced that it would hold off price increases ing to Toa Payoh coffee shop owner 
for all basic beverages like coffee and tea at Kenneth Lee, 50, a 50kg bag of sugar now 

HETHER it is kepi, kepi gau, kepi all 40 of its outlets for the rest of this costs him about $75. ~t was about $40 a 
po, kopi o, 'kopi o kosong or kopi c, ye,. 
the humble CUP of steaming coffee A cup of kepi goes for 70 to 80 Oil prices have also spiked because of 
can often be seen as a gauge Of the cents at its coffee shops and food- the ongoing turmoil in the Middle East, 

where large-scale anti-government dem- 
onstrations in Egypt are raging - hence 

the growing electricity and gas bills 
and transport costs. 

Then there was the quantitative 
easing by the US Federal Reserve in 
November to jump-start its mori- 
bund economy, which creapd some 
US$600 billion of liquidity, some of 

which is flowing to fast-growing 

In 2006, it went up by 10 cents to hit 70 cents, A perfect storm 
sparking a spate of news reports examining the iusti- IN DECEMBER last year, inflation hit a two-year 
fication of the price increase. Some readers wanted high of 4.6 per cent, and is likely to inch closer to 5 
to know if the coffee shop merchants' a~sociations per cent when the numbers for last month are re- 
could be persecuted under the Competition Act, leased. 
which forbids price-fixing collusion. Although it has not touched the more than 

In recent weeks, the ubiquitous kopitiam or cof- 6 per cent reached in 2008 - and is far putting pressure on cbsts affect- 
fee shop owners are once again signalling their inten- from the historic high of 22.3 per cent in ing both the average consumer 
tions to raise prices. 1974 - the pace at which prices rose last and the big employer. 

Citing the spike in coffee bean and sugar prices, year was brisk. Ang Mo Kio GRC MP Inderjit 
some coffee shops have instituted a 10-cent increase Economists view todayPs inflation as ngh feels the root cause of the cur- 
- a customer at an S-11 coffee shop, for example, a reflection of the blistering economic rice woes lies with property price in- 
will now have to pay $1 for his kopi. rebound, attributing its causes to a con- 

When contacted, Case president Yeo Guat Kwang fluence of global factors and local poli- 

The National Solidarity Party's (NSP) Goh 
Meng Seng believes that as much as half of cur- 
rent inflation is caused by high rentals. 

In July, a poorly explained switch to dis- 
tance-based fares on buses and the MRT led 

to one-third of all commuters paying 
more for their journeys, an outcome 
some lambasted as "a fee hike in 
disguise". Car prices also soared as 
the number of certificates of enti- 
tlement was sharply curtailed to al- 
leviate road congestion. 

More vexing to employers was 
the Government's tweaking of im- 

migration policy. In a bid 
to reduce the reli- 
ance on cheap for- 
eign labour, the 
foreign worker lev- 

ies are being raised 
every six months un- 

til July next year. 
The first two increas- 

es coincided with the eco- 
nomic rebound, tightening 

the labour market rapidly. 
Unemployment has hit a low 

of 2 per cent, and the need to 
attract enough manpower, lo- 
cal and foreign, has led to  
larger wage bills for employ- 
ers, putting further pressure 
on bottom lines. 

As acting chief executive 
Victor Tay of the Singapore 
Business Federation sums 
up: "All these factors con- 

r verge towards a perfect 
storm." 

Singdollar vs inflation 
INFLATION, economists note, is 
not necessarily a bad thing. It is 
the natural product of a growing 
economy, and when matched by 
waee increases there is little cause 

IWJ 
for $arm. 

But the comfort zone of developed 
economies is usually at 2 per cent to 3 
per cent inflation. Past that level, it is 
likely that wage increases will be wiped 
out by rising prices. 

1, With a general election around the 
corner, it is no surprise that cost-of-liv- 

. .  :* ... ing issues have assumed an immediate 

W p $ , ?  
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In ation ecaml! such a hot issue in 

J the elections of 1991 and 1997 that it led to  the con- 

I- 
vening of a Cost Review Committee twice - in 1992 
and 1996. The first was formed in the wake of the 

1991 election, in which the People's Action Party 
(PAP) lost four seats, the most in its recent history. 

The second was formed in the run-up to the 1997 
election, to answer allegations by the Singapore 
Democratic Party that inflation statistics were being 
"massaged", and did not accurately reflect the cost 
pressures on the average Singaporean. 

Observers expect this year's Budget statement, 
due next Friday, to contain a host of handouts, re- 
bates and perhaps tax breaks. 

It was noted that the goodies delivered in past 
high-inflation years - such as in 2008, when 
"growth dividends" totalling $868 million were dis- 
tributed - were generally of the "one-off" type of fi- 
nancial assistance. 

As Singapore Management University (SMU) 
economist Davin Chor notes, the aim was narrow - 
"to help families tide through the current bout of in- 
flation". 

This time around, some politicians and pundits 
are clamouring for more wide-ranging action to 
stem inflation, or at least to ease prices across the 
board for the lowest-income group. 

"Rebates like rental and utilities are just a 
short-term measure. In the longer term, we should 
seriously look at how lower-income Singaporeans 
can earn higher wages," says Mr Singh, who is in fa- 
vour of introducing a minimum wage structure. 

Some say the Monetary Authority of Singapore 
(MAS) should appreciate the Singapore dollar fur- 
ther. When the dollar strengthens, imports like food 
and oil are cheaper for Singaporeans. 

But the currency is already at a historic high of 
about $1.29 to  the greenback, after the MAS 
strengthened it last 0ctbber to fight inflation. While 
some economists believe the MAS will move aeain in 
the next few months, any action will come with a 
cost. 

"We're in this dilemma," explains National Uni- 
versity of Singapore (NUS) economist Tan Khee 
Giap. "If the Singdollar is raised to fdly mitigate in- 
flation, we'll kill exporters who are just recovering 
from the recession." 

A strong Singdollar makes local exports more ex- 
pensive in the global market, and therefore less com- 
petitive. 

Price control? 
OTHER than currency policy, the Government has 
other little-known weapons in its arsenal to arrest in- 
flation. 

Under the Price Control Act passed in 1950, the 
Government can appoint a "price controller" who 
can declare any good a controlled item, restrict its 
import, export or sale and set its maximum price. 

Those who flout his orders can be taken to court. 
If found guilty, first-time offenders face fines of up 
to $2,000 or a jail term of up to two years, or both. 

The Act has been used only twice in Singapore's 
history. In 1973, licences were introduced for those 
who imported and exported rice, after a wave of pan- 
ic-buying sparked by soaring prices because of the 
international oil crisis. 

Then, in 1990, noticing that a few suppliers had 
cornered the pork market and could thus manipulate 
prices, the Government required pork importers to 
obtain a licence and sell part of their stocks through 
public auctions. 

It is unlikely that the Price Control Act will be 
dusted off this time - it was not invoked even when 
inflation reached more than 6 per cent in 2008. 

It is meant to curb profiteering behaviour among 
sellers. In today's context, the rising price of food is 
largely due to the vagaries of the global economy, 
and there is yet little evidence of any illegal, 
price-fixing behaviour. 

instead of using price controls, the Government 
will work with food importers and retailers to diver- 
sify Singapore's food sources and offer consumers 
more and cheaper options, Minister of State for 
Trade and Industry and for Manpower Lee Yi Shyan 
tells Insight. 

"This approach is more sustainable than impos- 
ing price controls on essential goods, and has been 
the approach taken in past years," he says, adding 
that consumers can exeicise their rights by patronis= 
ine different merchants or buvine alternative brands , - 
with lower prices. 

Yet another lesser-known weapon is the Commit- 
tee Against Profiteering (CAP), headed by Mr Lee. 

Its genesis dates back to when the goods and ser- 
vices tax (GST) was introduced in 1994, as a bulwark 
against those using the tax as ankxcuse to  profiteer. 

Mr Lee was appointed its head in 2007, when 
GST was last increased to 7 per cent. According to  
the Ministry of Trade and Industry (MTI), the CAP 
website, e-mail and hotline are still being monitored 
for complaints about GST profiteering. However, it 
has not received any complaints since the financial 
crisis of 2008. 

Holland-Bukit Timah GRC MP Liang Eng Hwa is 
calling for the committee to be beefed up: "We need 
an agency that looks into complaints and feedback 
on unjustified price increases, especially during a 
steep inflationary environment. The CAP can play 
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Calls to preserve 
heartlaid way ofl@ 
that role, together with Case. It would send a strong 
message to would-be profiteers." 

Others say that with or without profiteering be- 
haviour, more should be done to relieve the stress of 
rising prices on Singaporeans. 

Mr Singh has long called for exempting certain ba- 
sic items from the 7 per cent GST to lower their pric- 
es. In 2007, he said that offsets of the sort the Budg- 
et will offer are 'fad hoc and temporary", and need- 
ed to be complemented by more long-term solu- 
tions to inflation. 

Marine Parade GRC MP Seah Kian Peng, who is 
chief executive of NTUC FairPrice, counters that 
such a strategy is too undifferentiated. 

"Everyone consumes rice," he says. "If you w.ere 
to remove GST on rice, the savings to the higher-in- 
come group is more than for the lower-income 
group because they consume higher-grade rice and 
eat sushi. That approach is not targeted enough at 
the poor." 

NTUC FairPrice, he adds, will soon unveil new in- 
itiatives to lighten the burden of higher food prices 
on lower -income Singaporeans. 

An islandwide price survey spearheaded by Case 
will be published by the second quarter of the year. 

While Singapore cannot completely insulate it- 
self from external inflationary pressures, Mr Lee 
notes that the pace of food price increases here has 
been "relatively modest" compared to many other 
regional economies. 

He says that Singapore's small and open econo- 
my exposes it to global pressures from natural disas- 
ters like drought and flooding which have affected 
the supply of vegetables and dairy products. 

The growing consumption in the large economies 
of China and India has also caused food prices to es- 
calate. 

"What we can do is to ensure that our market re- 
mains open, competitive and information is readily 
available for consumers to make an informed deci- 
sion," he says. 

"In a free and competitive market, no merchants 
can force any price on consumers unless there is re- 
al demand." 

Defer price hikes 
PERHAPS far more emotive is the debate over the 
preservation of the low-cost heartland lifestyle, epit - 
omised by wet markets and hawker centres. 

Some argue that the privatisation of these "pub- 
lic" arenas leads to rising rents and in turn rising 
prices. The sale of five wet markets to supermarket 
chain Sheng Siong in 2009 triggered an outcry, as 
did the privatisation of some hawker centres. 

But Case president Mr Yeo, who is an MP for Alju- 
nied GRC, maintains that privatised hawker centres 
and coffee shops provide choices for consumers. 

"It is just like health care," he says. While there 
are private clinics for those who would rather wait 
less and pay more, there is also the low-cost poly- 
clinic option. 

Similarly, there are consumers who do not mind 
paying more for their chicken rice at an air-condi- 
tioned foodcourt. 

"As long as there is a public option to stabilise 
prices, it is all right to have privatised hawker cen- 
tres," he says. 

The same criticisms against privatisation have 
long been levelled at the two public transport opera- 
tors. NUS1 Dr Tan argues that SMRT and SBS Tran- 
sit should hold back price increases in times of infla- 
tion, and increase them only minimally at other 
times. 

This may run counter to the profit-maximising 
tenet of privately run companies, but they are not 
traditional companies, he says. 

"The chances of these companies going bankrupt 
are unlikely, because they are government-linked 
and provide a necessary service," he says. ''So share- 
holders should not expect high returns. There is low 
risk, so there are low returns." 

NSP's Mr Goh makes a similar point: ''If the com- 
pany is not dying, I don't see why we need to fatten 
the company with price hikes. People have asked me 
why transport costs keep rising when the transport 
companies are making profits." 

Last week, the Public Transport Council, which 
monitors the fare increases of the operators, said 
that it would defer this year's fare increase until the 
new Circle Line is up and running. 

Such defermentsare welcome during times of in- 
flation, but the news was also greeted by charges of 
PAP electioneering tactics. Price deferments may be 
announced with fanfare before the polls, critics con- 
tend, but price increases will all drop on voters after 
the PAP is returned to office. 

This happened in the six months following the 
2006 election when prices went up for electricity, 
bus, MRT and taxi fares, university fees and Hous- 
ing Board one-room and two-room rentals. 

To be fair, some of these increases were levied by 
private, deregulated companies, over which the Gov- 
ernment does not exercise control. 

But whatever the rationale, the connection is in- 
variably made by some Singaporeans. As SMU law 
lecturer Eugene Tan puts it: "People are more sensi- 
tive to the fact that price deferments now are going 
to come back to bite them later." 

.It is a telling illustration of the way rising prices 
are intertwined with politics, especially for a ruling 
party that has always been looked to as a guarantor 
of stable, affordable living. 

As the election nears and the need to address the 
income gap grows more urgent, the insidious - and 
disproportionate - stress of inflation on low-in- 
come earners is sure to be an issue as hot as the kopi 
that the heartlanders are sipping in the kopitiam 
this morning. 
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