INTRODUCTION

This article aims to
highlight some of the im-
portant events in the his-
tory of Singapore’s eco-
nomic development.
Hence, the details will not
be elaborated in great
length. It is hoped that af-
ter reading this article,

readers will be able to have

an overview of the eco-
nomic development of Sin-
gapore since 1959.

HISTORY

Written accounts of
early history of Singapore
are sketchy. Singapore was
featured in various litera-
tures of dJava, China,
Melaka, Siam (now Thai-
land) etc. in the 14th cen-
tury.

In the early 19th cen-
tury, Britain wanted to es-
tablish a trading station in
the Far KEast. Singapore
was subsequently identi-
fied as a suitable place. As
a result, a trading post was
set up in 1819. In 1824,
Singapore’s status as a
British possession was for-
malised.

Self-government  of
Singapore by local people
was attained in 1959. The
first government was
sworn in that year with Mr
Lee Kuan Yew as its first
Prime Minister. In 1963,
Malaysia was formed con-
sisted of the Federation of
Malaya, Singapore,
Sarawak and North Borneo
(now Sabah). However,
Singapore became an inde-
pendent nation on 9 August
1965 subsequently.

On 28 November,
1990, a new chapter
opened in Singapore’s mod-
ern history. Mr Goh Chok
Tong became the second
Prime Minister, succeeding
Mr Lee Kuan Yew who had
held the post for 31 years.

MODERNISATION

After “attaining self- -

rule in 1959, the govern-
ment was faced ‘with the
problems of widespread
poverty, low level of educa-
tion, rapid increase of its
population, inadequate
housing, poor health: facili-
ties and potentially ‘explo-
sive relationships among

the various ethnic groups.
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To tackle these problems,
among other things, the
government had adopted a
two pronged approach for
modernisation. They were,
urbanisation and industri-
alisation.

In response to the
problem of shortage in
housing, a mass public
housing programme was
launched after the setting
up of Housing Development
Board (HDB) in 1960. By
1992, almost 87% of the
population lived in the gov-
ernment housing. 81% of
the population owned these
public houses.

As for adopting indus-
trialisation as the solution
to tackling thé problem of
mass unemployment, the
government recognised the
dynamism of its internal
and external environment
would have had implica-
tions to its strategies. Con-
sequently the government
had taken the view that its
programmes be continu-
ously monitored and re-
fined according to the
changes in its environ-
ment. Such changes could
be manifested by the differ-
ent emphases placed upon
the economy during the
various stages of develop-
ment. The evolution-of Sin-

_gapore’s 1ndustr1al policy
_can be divided info the foI-
“lowing six stages. ‘

Stage I (1959 - 1965)

Labour Intenswe Import- |

Substitution

Despite all the afore--
- said difficulties, Singapore
‘had two competitive advan-
‘tages.

Théy are; hard-
working people, and strate-
gic location. The govern-
ment. realised that the
dominant economic activ-
ity of entrepot trade at that
time had very lumted scope
for expansmn Hence, it

was decided that labour-in-
tensive manufacturing was
the answer to tackle the
problem of mass unemploy-
ment.

The government set
up Economic Development
Board (EDB) in 1961. Its
principal objectives were to
identify investment oppor-
tunities, to help promote
industries by assisting
them with the acquisition
of land and factory space in
fully serviced industrial es-
tates, to obtain long-term
financing, etc. It was ex-
pected that EDB would fa-
cilitate the expansion of
the manufacturing sector,
create employment, in-
crease. industrial output
and increase the growth of
GDP.

However, the achieve-
mept of EDB was only mod-
est. Despite of that, one
must recognised the fact
that this period saw the
laying of foundations for
success in the later stages.

~ Stage II (1966 -1972):

Labor-Intensive  Export
Orientation
Singapore’s  difficul-

ties with the Federation of
Malaysm was overwhelm-
ing, and resulted in “forced”

independence on 9. August -
1965 unexpectedly. This: -

denied Singapore’s right to
use the Malaysia domestic
market as its hinterland.
In 1967, British govern-
ment announced its plan to
withdraw all its military
troops from Singapore by
1971. Such announcement
further dampened confi-
dence of foreign investors
and threatened the already
bad unemployment situ-
ation. A recession could not
be ruled out too. In re-
sponse to these adv. rsities,
export orientatioi. was ac-
tively encouraged by the

government, which organ-
ised trade missions, trade
fairs, seminars and work-
shops. Export™ incentives
were effaced. The govern-
ment mapped out attrac-
tive strategies to attract
Multi-National Corpora- -
tions (MNCs) which are ex-
port oriented.

The government pro-
moted better industrial re-
lations by the enactment of
The Employment Act
(1968). The Act abolished
some discriminatory prac-
tices, rationalised pay
structures. The Industrial
Relations  (Amendment)
Act of the same year also
removed an important
source of dispute between
workers and management
by putting promotion, de-
motion, transfer, termina-
tion, retrenchment, etc as
management prerogatives.
That is, non-bargainable.
These two legislations had
fundamentally changed the
roles of trade unions hence-
forth.

In the same year, the
government had included
six officials of the National
Trade Union Congress
(NTUC) as parliamentary
candidates in the general
elections that year. In
1969, the Prime Minister
convinced the trade unions
to shed its role as “a combat
organisation...for class
war” and to accept the fact
that interests of the nation
shall prevail over self-in-
terests. For the sake of
higher pr’oductwity,
greater efflclency ~and
faster economic growth
tripartism involying 'the

“goyernment, the employers -
‘and ‘the workers was pro-

moted.

Real GDP grew 13%
per year from 1966 to 1973.
Manufacturing risen from
16% to 22%. Direct export
as a percentage of total
sales in manufacturing ex-
panded from 43% to 54% in
1973.

Stage III (1973 -
1978): Capital Intensive
Export Promotion

With rapid economic
expansion, Singapore had
achieved full employment
in the early 1970s. Labour
became scarce. There was



a need to import labour.

‘Singapore was beginning

'to lose its comparative ad-
'vantages in producing la-

 bour-intensive goods as la-
~_bour cost started to surge
- upwards.

Besides, workers’ ex-

- pectation for better pay

was on the rise. However,
better pay was not possible
with low skill jobs in labour
intensive industries.
Hence, there was a reed.to
refocus the economy from
that of low skill, labour in-
tensive to that of a higher

+ skill, capital intensive, ex-
~ port oriented economy.

|

= The first oil crises in

1 1973, followed by the world
recession in 1974 - 1976
had hampered Singapore’s
attempt to refocus the
economy. However, despite
all these, its real GDP grew
at- 7.4% a year between
1974 and 1979. The inflow

~ of foreign investment con-

tirued to grow especially

. during the latter part of the
~ said period. This period

also saw the increasing
contribution for growth

from the sectors of con-
- struction

and financial
| services.
; Stage IV (1979 - 1984):
' Export Oriented, Capital-
Intensive, High- Technol-
ogy & High Value Added
Industries

In Singapore govern-

“ment’s Economic Develop-

ment Plan for the Eighties,
| as stated in the appendix to
‘the 1980 Budget Speech,
emphases were on diversi-
fication of: (a) its economic
activities, into new infor-
' mation-based services, for
- example, computer, medi-
‘cal, consultancy & ware-
' housing service, and (b) its
markets, so as to reduce the

- threat of protectionism and

| limplemented
‘and “high”
‘between 1980 and 1983,
followed by market- deter-
| mined wage increases. One
casualty of such course of

expand its exports to other
developing countries.

To phase out low-tech-
nology, labour-intensive in-
dustries, the government
“corrective”
wage increases

action was the -closing
down of car assembly plans
of Ford and Mercedes-Benz

in Singapore. At the same
time, EDB heightened its
investment promotion ef-
forts in the U.S., Japan and
Europe relating to certain

" targeted industries. These

industries involved were
machine tools & machiner-
ies, specialty chemicals &
pharmaceu’ical, electronic
instrumentation, advance
electronic components, hy-

draulic & pneumatic con-
trol systems, automotive
components, computers,

computer peripheral equip-
ment & software develop-
ment, medical & surgical
apparatus & instruments,
optical instruments &
equipment (including pho-
tocopylng machmes) and
precision engineering
products.

The result achieved
from these efforts was com-
mendable. Between 1980
and 1984, net investment
committed averaged S$1.7
billion - per annum. This
was especially so in the
high value-added indus-
tries such as printing and
pharmaceuticals, electron-
ics, machinery and comput-
ers. Real GDP grew at 8.5%
per annum during the same
period.

Stage V (1985 - 1990):
Retrenchment & Further
Diversification

Singapore real GDP
growth rate was negative
1.6% in 1985 when it expe-
rienced a serious recession.
Main reason identified was
the structural problems for
some industries, especially
the oil - and marine - re-
lated industries, created by
changed global demand.
The other reason was the
high business operating
costs. Namely, high labour
costs, high fees charged by
government agencies, for
example, electricity and
the strong Singapore Dol-
lar.

The changes in global
demand was an external
factor to Singapore and
hence uncontrollable to a
very large extent. The Sin-
gapore government recog-
nising such a fact, had cho-
sen to tackle the high costs
of labour and fees charged
by government agencies,
but maintained the strong

exchange rate policy. La-
bour cost,
things, was reduced by two
years of wage restraint and
cut in- Central Provident
Fund contributions. Fees
charged by government de-
partments and statutory
boards were also reduced,
eg. corporate tax, etc.
Diversification of the
economy refers to diversi-
fying the economic sectors,
types of firms, investment
locations and export mar-
kets. The government en-
couraged local small and
medium-sized enterprises
(SMEs) by giving assis-
tance and incentives in the
areas of finance, marketing
and technology.  Sub-
sequently, such asgistance
and incentive’s. were also
extended to the services in-
dustries and the financial
sector. In late 1980s, the
government implemented
the “growth triangle”. Lo-
cal SMEs and MNCs were
encouraged to invest in
Southern Malaysia and the
Riao islands of Indonesia.
All these efforts bear
fruits in 1986 when real
GDP grew by 1.8%. Sub-
sequently, between 1987
and 1990, near 10% growth
rates were achieved yearly.
Stage VI (1991 - Pre-
sent): Internationalisation
Growth thus far has
been chiefly dependent on
the inflow of foreign invest-
ment. However, due to the
constraints of Singapore’s
small size, there is limited
scope for further expansion
despite of all the sound
policies implemented and
successes attained. With
the government’s vision of
becoming an developed na-
tion before the year 2000
and to be on par with West-
ern Europe and the United
States of America by the
year 2020, there is a need
to create an external wing
for the economy. Hence, in-
ternationalisation is neces-
sary. Tae government had
taken the lead by partici-
pating in investment in
Northern America, Europe,
various regions of Asia,
Australia, New Zealand,
etc. in addition to those
countries already invested
in. The emphasis has been

among other,

countries around Singa-
pore, namely, Vietnam,
Thailand, Myanmar, Indo-
nesia and India. The rea-
sons for so much emphases
being put on regionalisa-
tion are: physical proxim-
ity of these countries to,
Singapore, Singapore’s fa-
miliarity with them, they
are rapidly de-regulating
their economies, they are
now experiencing high
growth rates, good match
between their needs and
Singapore’s strengths, Sin-
gapore’s good track record
and reputation for integ-
rity, good relations with all
countries in the region.

Currently the govern-
ment is using a general ap-
proach in encouraging in-
ternationalisation. There
is no specific sectors where
it is targeting. However, it
can be seen that efforts
seems to be put in areas
where Singapore has com-
petitive advantage,
namely, designing, build-
ing and operating metropo-
lises. A good example is the
Suzhou Industrial Park in
China.

CONCLUSION

Organisation for Eco-
nomic Cooperation & De-
velopment (OECD) has re-
cently announced that it
will classify Singapore a
“developed nation” in 1996.
This announcement was
met with mixed responses.
On one hand, Singaporeans
can proudly admit that the
country has “arrived” at the
premier league with great
pride and satisfaction. On
the other hand, it means
that Singapore will lose
some of its privileges which
have helped Singapore
achieve what it has at-
tained thus far. For exam-
ple, the General System of
Preference (GSP) accorded
by the developed nations.
But whatever it is, in order
to maintain status quo and
to prosper further, Sin-
gaporeans must continu-
ously upgrade themselves,
be alert of changes in both
internal/external environ-
ment and capitalise on any
opportunities that may
arise ®
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