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recession, it helps to keep some business from going bust and thus save some jobs, thereby reducing 
cyclical unemployment. 
 
2. LR SSP to reduce Structural Unemployment 
Education and Training 
 As the problem with structural unemployment lies with occupational immobility, one of the most direct 

solutions would be to help workers who are displaced and whose skills have become irrelevant, find 
new employment by equipping them with new skills. Hence, the government could focus its spending 
on the retraining of workers displaced from these industries, helping them acquire new skills to enter 
the new industries which had arisen as a result of shifts in comparative advantage, thereby easing 
structural unemployment. For example, firms could tap on the Skills Development Fund (SDF), as well 
as the Skills Programme for Upgrading and Resilience (SPUR) which was implemented during the 
2009 Budget. These initiatives provide subsidies to firms who sent their workers for re-training or 
upgrading courses so as to raise labour productivity and retain their employability. 

 The government can design the education system to meet to the requirements of economic 
development. For example, more vocational schools and technical colleges should be set up to train 
more mechanics, foremen and technicians so as to overcome the problem of a shortage of skilled 
labour. 

 
Evaluation 
The main concern with such a policy lies in the attitude, aptitude and age of the workers who were sent 
for the courses. Without a good attitude towards learning, an aptitude and flair for learning new skills, and 
the ability to internalise the skills set learnt quickly, the level of productivity may not have increased as 
desired and hence render the policy less effective. 
Moreover, the cost of providing or subsidising training can impose a burden on the government budget.  
 
3. SSPs to reduce Frictional Unemployment 
To deal with frictional unemployment, policies that focus on improving labour market information would help 
improve efficiency in the labour market. These can range from setting up of employment agencies (like 
those in the US) to job matching websites like JobStreet.com and JobsDB.com which helps collate 
potential employees details and match them to the needs of prospective employers. Other examples 
include job fairs that the Ministry of Manpower in Singapore organizes regularly to bring together employers 
of the same industries to hold a mass recruitment exercise where workers can seek out their most suitable 
jobs. 
 
Other policies are better in reducing unemployment 
Explain briefly how demand-management policies such as expansionary fiscal and monetary policies 
would be better in reducing cyclical unemployment 
Expansionary Fiscal Policy 
This policy works by increasing government spending as illustrated by the Singapore government’s 2009 
budget of S$20.5 billion. In addition, Singapore corporate tax rates were reduced from 18% to 17% in 
2009. This raised the after-tax profit of the firms and increased their expected rate of returns, hence 
encouraged more investment.  
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