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PRIVICI 

Tht Intanati anal Cantra for Industrial Studi «s, Rational and Country 

Studi as Section, has undartakan, undar its 1978-1979 work program«, tht 

preparation of a sarias of Country Industrial Davalopnant Profilas.    Thase 

profilas ars dssk studi ss, providing statistical and «oonoaio analysas of 

tha industry saetor, its growth, prasant status and futura prospaots.    It 

is hopad that tha profilas will provida analysas of usa to programming 

taohnioal assistanoa, industrial radaployaant and inrastaant co-oparation 
aotivitlas. 

Tha profila on Singapora is basad on documants, reports and studios 

availabls at DKIDO Haadquartars.   lío fi aid survay has baan undartakan and 

of tha data on industry ara not up to data. 

Tha vlaws and ccramants containad in this documant do not raflact thosa 

of tha Rapuhlio of Singapora nor do thoy officially commit tha Unitad Nations 

Industrial Davalopaant Organisation to any particular couraa of action. 
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EXPLANATORY NOTE 

References to dollars (S) are to United States dollars, unless otherwise 
stated. 

The monetary unit in the Republic of Singapore is the Singapore dollar 

(S t). 

Totals in tables nay not add precisely because of rounding. 

Additional country data is as followsti/ 

*•* 6I6.3 square kilometres 
Population 2,334,400 

Gross National Product 

At current market prices SI 17,405,700,000 

Per capita St   7,456 
Trade 

Exports SI 22,985,500,000 

Imports 3| 29,613,000,000 

Foreign exchange reserve 3$ 11,400,000,000 
Employment 958,90O 

Unemployment 3.6 per cent 

Foreign exchange rats . / 
(Singapore dollar to US dollar)%=l 

First quarter 1978, average SI 2.3086 

Second quarter 1978, average SI 2.3212 

1-10 August 1979 SI 2.14 

y     The following data is taken from the Ministry of Pinanc«, Economic 
Survey of Singapore.  1978. —— 

2/      Data on the foreign exchange rate is taken from the International Monetary 
V*a&t International Finance Statistics.    Please note that the currency is 
floated. 
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SUMMARY AITD CONCLUSIONS 

Singapore is, in terra« of territory, population and natural resource 

endowment,  a email country.    Nevertheless, its stable and efficient Government, 

geographic position, and availability of sizeable skilled-worker force have 

served to develop a successful economy based on export-oriented manufacturing 

industries. 

The country has developed labour-intensive industries so well that the 

unemployment which prevailed some ten years ago has now turned into a state 

of labour shortage, while the neighbouring countries - 1SE1N and others - 

still have readily available labour.    Therefore, the country i a strategically 

shifting from labour-intensive industries, which it encourages to redeploy to 

suitable neighbouring countries, to technologically sophisticated and high 

value added production. 

for this reason,  expansion of industrial infrastructure and manpower 

development with a view to increasing absorptive capacities for foreign 

technological and managerial know-how is stressed. 

In the pursuit of the country' s development efforts, the Government relies 

essentially on domestic and foreign investment resources.    However, the contri- 

bution of external assistance to its development efforts, although relatively 

small in financial terms, represents a significant contribution in that it 

provides for some selective inputs such as specialized expertise and fellow- 

ships which the Government might find difficult to obtain otherwise.    Presently, 

the UNDP is a major source of externally-provided technical assistance.    UNIDO* s 

role in developing and implementing ÜHDP industrial development projects is 

expected to be selective and to concéntrate on development of high technology 

skills and promoting economic co-operation with Southeast Asian countries. 

L 
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Chapter I 

TBE ECONOMIC STRUCTURE 

Gross domastio product 

In 1978, Singapore achieved a real GBP growth of 8.6 p«r cent to 

St 10 billion (at 1968 factor cost).    This is the highest growth rate since 

the economic recession in 1975, and reflects the overall performance of the 

economy. 

Table 1.   Real growth rate of GDP 

(percentage) 

1974 1975 1976 1977 1978 

6.3 3-9 6.7 7-8 8.6 

Source;    INF, "International Finance Statistics". 

The growth is the highest amongst ASEAN countries, although modest com- 

pared to its major export competitors, viz., the Republic of Korea and Hong 

Kong. 

Table 2.    International comparison of economic growth 

(Real growth rates of GDP) 

1975 1976 1977 197 82/ 

ASEAN:    Indonesia 
Malaysia 
Philippines 
Singapore 
Thailand 

Selected Northeast Asian Countries: 
Hong Kong 
Republic of Korea 

5-4 7.1 7.5 7.0 
0.8 10.8 7.8 7.5 
5-9 6.9 6.3 5.8 
4.0 7.2 7.8 8.6 
6.4 6.2 6.5 8.0 

2.9 16.9 11.6 10.0 
3.3 15.5 10.3 12.5 

Source:    »OECD Economic Outlook December 1978". 

a/      Preliminary figures. 
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Singapore's per capita GNP in 1978 of 3$ 7,456.2 (at current market 

prices) is the second highest in Asia (Japan is the first).    Singapore's 

per capita GNP in 1976 of US $2,580 was classified as "high income developing 
country" by the World Bank. 

Economic structure 

Singapore's economio structure in I960 and 1976 was a« shown in Table 3 
below. 

1 

Table 3. Structure of GO» 

I960                     1976 
Average 

growth 

I96O- 
1976 

annual 
rate 

SS 
million 

3$ 
Share   million Share 

1971- 
1976 

SÍ 
3.8   237.8 1.7 

(pere ex 

7.5 

itage) 

Agriculture, fishery 74.9 8.7 
Granite quarrying 6.1 0.3     64.8 0.5 I5.9 21.8 
Manufacture 235-6 11.9 3,345.9 24.2 18.0 2O.9 
Electricity, town gas, water 49.7 2.5    264.4 1.9 11.0 10.2 
Construction 71.7 3.6 1,197.1 8.7 I9.2 I9.4 
Wholesale, retail, restaurant, 

hotel trade 712.5 35.9 3,790.4 27-4 11.0 I5.9 

Transport, warehouse, 
telecommunication 282.8 14.2 1,719.4 12.4 11.9 1^.4 

Finance,  insurance, real estât e     145.2 7.3 1,427.7 10.3 I5.4 17.8 
Ownership of dwellings 79-3 4.0   555.5 4.0 I2.9   • I3.8 
Government, military service« 55-4 2.8     52O.5 3.8 I5.O I7.O 
Municipal, social,  private 

services 305.2 I5.4 1,075.2 7.8 8.2 12.6 

Adjustments (minus) 33.1 1.7      384.5 2.7 — 

Total (GŒ>) 1,985.3 100.013,814.2 100.0 I2.9 17.1 

Source:    Ministry of finance.  ' 'Economic Survey of Sin*apo re". 
a/  At current prices. 
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Th« manufacturing sector's share in GDP in 1977 was 21.1 per cent,-» 

the largest sector compared to agriculture, mining, and construction.    In 

1978, the manufacturing sector expanded by 12 per cent,  while it contributed 

28 per cent to the overall rise in GDP. 

Employment 

In 1978, the manufacturing sector employed 270,600 persons, or 28 per oent 

of the total labour force of 95<3|900 persons. 

Table 4«   Employment by sector, 1970t 1977 *na 1978 (as of June) 

1970 1977 1978 

Sector Per ?<•? Per 
Thousands cent Thousands cent Thousands cent 

Total 65O.9 100 917.7 
249.C*/ 

51.5^ 

100 958.9 100 

Manufacturing I43.I 22 27 270.6 28 

Const ruoti on 43.1 7 6 5I.5 5 
Trade I52.9 23 212.7 23 225.O 24 
Transport and communication 79.1 12 IO5.6 12 IO9.2 11 

Financial and business 
serrioes 23.1 4 59-7 6 64.4 7 

Community and social 
services I77.O 27 204.3 22 207.8 22 

Others 32.6 5 34.1 4 30.4 3 

Source!    "Census of Population r 1970";    - Labour Force Surveys, 1977 and 197Í 1». 

a/     The employment levels of the manufacturing and construction sectors in 
1977 were revised upwards to include foreign workers who only applied 
for permission to work after the exit control scheme was introduced in 
1978. 

3/     Manufacturing sector's share in GDP in 1977 fsll to 21.1 per cent from 24.2 
per cent in the previous year.    This was due to more significant expansion 
of construction and services sectors in relative terms. 
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Trade 

1 
Prom having "been largely an entrepot port, Singapore's economy has been 

reoriented towards indu trialization since the late 1950's.    The economic 

policy of industrialization, introduced in 1959»  aimed at diversifying the 

economy into manufacturing and finance in order to reduce dependence on 

entrepot trade and to create employment opportunities for the then existing 

high level of unemployment.    Entrepot trade, however, remains an important 

contributor to the country's GDP growth.    Its nature, however, has gradually 

changed from trading in mainly traditional products to re-export of machinery, 

industrial components and transport equipment accounting for a higher propor- 

tion of total re-exports.    In 1978,  domestic exports made up 58 per cent of 

total merchandise exports and domestic exports of petroleum products formed 

45 P«r cent of total petroleum exports. 

In 1977» the united States, Malaysia and Japan were the major export 

markets of Singapore's merchandise exports (comprising direct and domestic 

exports and re-exports), respectively accounting for 15-5»  14.3 and 9-5 Per 

cent of total exports.    In terms of export commodities,  machinery and trans- 

port equipment, fossil and lubricant oil,  and industrial components were the 

main export items,  accounting for 24*5»  24-3 and 15.7 per cent   >f total 

exports, respectively. 

Singapore's trading and industri al-based economic activities are highly 

dependent on imports.   A vastly increased volume of capital goods imports 

has been required by the rapidly expanding manufacturing sector.    In 1978, 

consumption and capital goods accounted for I5 and 12 per cent of total imports, 

respectively.    In 1977,  machinery and transport equipment,  fossil and lubricant 

oil, and consumer goods (fabricated wood and steel, and textiles,  etc.) were the 

main import items, respectively accounting for 26.4, 25.6 and 14.2 per cent of 

total imports. 

Japan, Malaysia and the United States were the main sources of imports, 

respectively accounting for 17.5,13.6 and 12.6 per cent of total imports. 

A large proportion of the trade gap is offset by capital inflows,  and inflows 

from net transfer payments, net earnings from services,  tourism,   ship services 

and repairs,  etc.,  enabling a net overall balance of payments surplus of S31.4 

billion, and a foreign exchange and gold reserve of S$ 11.4 billion in 1978. 
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Table 5.    Merchandise exports "by main destinations 

(in million Singapore dollars) 

1975 1976 1977 
Share in 1977 

(percentage) 

Total 12,757.9 

West Malaysia 

East Malaysia 

United States 

Japan 

United Kingdom 

Hong Kong 

USSR 

Australia 

China 

Thailand 

Federal Republic of Germany   431*5 

16.265.9 20,090.3 

1,687.1 1,811.3 2,189.7 
501.1 669.7 684.2 

1,775.4 2,393.5 3,120.8 

1,112.9 1,668.8 1,918.1 

539.8 595-9 646.3 
937.0 1,266.6 1,474.0 

126.0 159.5 195.5 
637.2 831.2 990.6 

98.5 95-4 144.7 

445.4 486.0 562.I 

•   481.5 647-9 769.1 

100.0 

10.9 

3.4 

15.5 

9.5 

3.2 

7.3 
1.0 

4.9 

0.7 

2.8 
3.8 

Source:    Department of Statistics,  "Monthly Dis-est of Statistics". 

Table 6.    Merchandise exports by main commodities^ 

(in million Singapore dollars) 

~l 

1975 I976 1977 
Share in 1977 

(percentage) 

Total 

Food, animals 

Beverages, tobacco 

Industrial components (except fuel and ,  ¿_, , 
edible oil) 1,694.3 

Fossil, lubricant oil 

Edible oil 

Chemicals 

Consumer goods-^ 

Machinery,  transport equipment 

Miscellaneous products-' 

Others 

2,757.9 16,256.9 20,090.3 100.0 

915-7 947.8 1,389.4 6.9 

40.9 48.9 55.2 0.3 

1,694.3 2,664.7 3,160.0 15.7 

3,451.2 3,783.8 4,874.1 24.3 

245.5 249.3 474.7 2.4 

475.7 609.8 716.1 3.6 
1,086.5 1,328.8 1,602.2 8.0 

2,894-6 4,106.7 4,917.0 24.5 
880.4 1,232.5 1,402.3 7.0 

1,073.1 1,293-6 1,489.3 7.4 

Source;    Department  of Statistics,  "Monthly Direst of Statistics". 

of   Garments,  footwear,   etc. a/      Including entrepot and domestic export, 
b/      Wood,   steel products,  textile,   etc. 
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Tabla 7«   Merchandise imports by main commodities 

(in million Singapore dollars) 

1975 1976 1977 
Share in 1977 

( percentage) 

Total 

Foods,  animals 

Beverages, tobacco 

Industrial components (except fuel 
and edible oil) 

Fossil and lubricant oil 

Edible oil 

Chemicals 

Manufactured products^ 

Machinery, transport equipment 

Miscellaneous products-/ 

Others 

19,270.4 22,404.5 25,521.9 100.0 

1,654.4 1,853.3 2,211.0 8.7 

I3O.3 139.4 I5O.O 0.6 

1,229.2 2,023.5 2,278.7 8.9 

4,734.1 6,140.9 6,524.2 25.6 

242.0 257.8 478.9 1.9 

1,119.6 1,116.2 1,319.3 5-2 

3,510.3 3,277.4 3,630.7 I4.2 

4,046.3 5,794-7 6,738.5 26.4 

1,331.3 1,534.0 1,764-9 6.9 

272.9 267-3 425.7 1.7 

Source:    Department of Statistics,  "Monthly Digest of Statistics", 

a/     Wood,  steel products;    textiles,  et3. 

b/     Garments,  footwear,  etc. 

Table 8.    Merchandise imports "by countries 

(in million Singapore dollars) 

1975 1976 1977 
Share in 1977 

( percentage) 

Total 19,270.4 22,404.5 25,521.9 100.0 

West Malaysia 1,755-6 2,566.7 3,053.8 12.0 

East Malaysia 483.O 637.5 412.2 1.6 

United States 3,024.0 2,960.5 3,227.2 12.6 

Japan 3,254.3 3,590.8 4,474.0 I7.5 

United Kingdom 956.0 85I.2 957.0 3.7 

China 682.0 659.O 670.4 2.6 

Hong Kong 427.8 536.7 651.2 2.6 

Australia 661.5 578.0 644-6 2.5 

Federal Republic of Germany 636.2 739.O 88O.3 3.4 

Thailand 400.? 516.3 571.0 2.2 

USSR 18.2 48.9 63.9 0.3 

Source:    Department of Statistics,  "Monthly Dia-est of Statistics". 
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In I978,  external trade at current prices increased by I5 per cent to 

reach S $52.6 billion.    Exports at current prices increased by I4 per cent 

to reach S $23-0 billion.    Imports at current prices increased by 16 per cent 

to 3 $29.6 billion, reflecting the acute demands for capital and intermediate 

goods as well as oil. 

Consequently, trade deficit rose by 22 per cent in 1978 over the previous 

year, reaching S %6.6 billion. 

Table 9»    Trade balance 

(in billion Singapore dollars;    exchange rate:    US $1   -    2.1635) 

T«*r Export FOB Import CIP                    Trade balance 

1974 I4.2 20.4 

1975 12.8 19.3 

1976 16.3 22.4 

1977 20.1 25.5 

1978 23.0 29.6 

Source:    Department of Statistics, "Monthly Digest  of Statistics". 

Regional co-operation 

In regional economic co-operation, Singapore attaches considerable importance 

to, and actively participates in, promoting economic co-operation among the 

countries of the Association of South East Asian Nations (ASEAN)» which, as a 

group, is Singapore's largest trading partner. 

In 1977, Singapore's intra-ASEAN trade was US $4t792.1 million.    This 

accounted for 25-6 per cent of the country's total foreign trade of US $18,716.9 

million.    This was the highest rate compared to Malaysia's 17.1 per cent, Thai- 

land's I5.9 per cent, Indonesia's 12.0 per cent,  and the Philippinen 5.3 per 

sent.    This situation is explained by the fact that Singapore,  with its compara- 

tively high level of industrialization, plays a central role in supplying capital 

and intermediary goods,   such as electrical and precision machines and chemicals 

to other member countries of ASEAN,  which are less industrialized. 

- 6.2 
-6.5 
- 6.1 

-5.4 
- 6.6 
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The ASEAN Preferential Trading Agreement and the various ASEAN industrial 

régionalisation and complementation schemes add to Singapore's attractiveness 

as an investment site. 

The diesel engine project (for production of engines of a certain size), 

which was assigned to Singapore as one of the ASEAN Industrial Project*,  has 

encountered serious marketing problems in the other four ASEAN countries,  as 

all have or intend to build plants that would compete with Singapore's planned 

facility.    (Indonesia will allow preferential access to its market only for 

engines exceeding 5OO horsepower;    the lower lirait of the other three countries 

i s 200 horsepower.)«»    Therefore, Singapore maintains that its project,  struc- 

tured as an ASEAN project, would not be economically feasible, at least within 

the foreseeable future.    However, the Government reportedly* accepted the pro- 

posal by a multinational corporation to develop this project on a national 

basis, with the Government participating in its equity,  whereby an interna- 

tionally competitive plant will first be established under a long-range programme 

in three phases, which will increase local contents of the components to be 

assembled in Singapore from 30 per cent at the start to 85 per cent by the ndd- 

1990's, when the plant will be scaled up to commercial production of 5,000 units 

per year to supply the region.   A major factor in this decision will be whether 

or not the plant will become accepted as an ASEAN project upon its completion, 

and thus gain preferential access to the other four ASEAN countries. 

Singapore is among the countries to which the EEC extends ita general scheme 

of tariff preferences for less-developed countries,    under this scheme, Singapore- 

made goods qualify for preferential entry to the Common Market if ASEAN local 

content reaches a certain minimum level.    Similar privileges are provided by 
the United States and Japan. 

Singapore has concluded bilateral ¿rade pacts with the Philippines and 

Thailand.    Both agreements called for across-the-board preferential tariff cuts 

of 10 per cent.    Bilateral lirade, as well as investment by Singapore firms in 

Malaysia,  continues to grow.    In 1976, Malaysia displaced the united States as 
Singapore's principal trading partner. 

Normally no protective tariffs are applied to import-competitive industries, 

nor are there any quantitative restrictions on imports.    It can, therefore,  be 

observed that Singapore is virtually a free port. 

\j     As was discussed at the ASEAN Ministerial Meeting in 1978. 

¿/     "Business Asia»,  13 October I978. 
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• new aad rapidly growing source of funds for us« in Asia is the Asia- 

dollar, which is arai labi« ont of a pool of external dollars aad othsr bard 

currencies, on deposit mainly in Singapors or raised by Singapore financial 

institutions. Principal depositors are companies, banks and some Government 

accounts in the region. Major borrowers are the subsidiaries of the United 

States and European corporations (frequently without parent or Government 

guarantees), as well as Asian government agencies. 

1 
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Chapter H 

STRCCTCM OF mroPACTORIHG INDUSTRIE 

1 

J/ The manufacturing ««oto 

In 1977, the manufacturing eector «aployad 219,112 workers, or 24 pw cent 

of th« nation*s work foro«.   Vain« added p«r worker was S 120,425}    th« ratio 

of Tain« added to output IM« 25.5 P«r c«nt.    Sixty-three p«r cant of total manu- 

facturad sales was directly exported.-'-'     The pari ornane« would bava baan b«tt«r 

if it had not boon for labour ahortagea in tha labour-int«n«iv« industrias 
auch as electrónica and garment«. 

Hlah Taina addad industri .# 

Manufacturing frowth waa mor« broadly basad in rec«nt year« du« to th« 

suoeeesful proaotion of industry in th« higher value added s«ctor« of th« 

«oonoay.   Table 14 shows that conmoditie« which made the largaat contribution 

to saaufaotured value addad have also higher value added/output ratios, with 

the exception of petroleum refineries and petroleum product«, and foods,  in 

which oases the value added/output ratio« were as low as 11.0 and 16.3 per cent, 

respectively.2/    The contributions nade to total value added by the nine com- 

•odltiea in Table 12 asounted to 76.4 per cent (compiled from Tablee 13 and I4). 

The contribution made by the seven commodi ti ea (excluding petroleum refineriea 

and petroleum producta, and foods), which are high value added aa well as high 

technology producta, aaouirted to 54.5 per cent of total value added. 

6/ See Table 11. 

2/ This ratio does not include domestic sales. 
8/ See Tables 12-15. 

2/ The ratio for other commodities ranged fro« 30.3 to 51.3 per cent, 
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Table 12.   Value added. 1977 

Value added 

Commodity 
Percentage    / 

distribution*' 
Value added to 
output ratio b/ 

Percentage Ranted Percentage Rank 

Petroleum refineries and petroleum 
products 17.3 1 11.0 9 

Radio», televisions,  send-conductors 
and other electrical machinery 16.9 2 30.3 7 

Tranaport equipment and oil rigs 15.6 3 48.2 5 

Calculators, refrigerators, sir- 
conditioners and other industrial 
machinery 

7.9 4 .   5O.2 3 

Metal grills, cans, pipes, and other 
fabricated products 4.5 5 35.7 6 

Food 4.4 6 16.3 8 

Paints, pharmaceuticals and other 
eh amicai products 3-9 7 50.0 4 

Printing and publishing 3.8 8 5I.3 1 

Professional and scientific equipment, 
photographic and optical goods 

2.1 9 5I.0 2 

Total 76.4 

Source: . Tables 13 and 14* 

•/ Table 14- 

b/ Table 15. 

0/     For comparison by this table. 

L 
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Wages and productivity 

In Singapore, a tripartita organization comprising Government,  management 

and labour representative« called the National Wage Council sets out wage 

guideline«.    Ine NWC recently announced extensive wage hikes.    The measure 

has doubl« objectives:    (1) On the one hand, by raising the wages for the 

labour-intensive,  low-productivity industries,  such as garment manufacture and 

electronic components assembly, which are suffering from labour shortage,  these 

lines will lose comparative advantage to the neighbouring countries.    The 

Qovsrament is encouraging redeployment of these industries to the neighbouring 

countries where there are readily available labour forces.    (2)    On the other 

hand, Singapore has continually to develop new comparative advantages in indus- 

tries which require high skill inputs and technological sophistication.   To 

build up competitive industries, a prudent wage policy providing for realistic 

and orderly wage increases will be adopted with due recognition given to pro- 

ductivity. 

If productivity growth remains at its recent rate of 6 per cent per annum 

(productivity growth in 1978 was only 3 per cent), total GDP would gradually 

b« constrained to sonst hing like an 8 per cent growth.    (Real growth in 1977 

and 1978 was 7*8 and 8.6 per cent, respectively.)    Considerable room appears to 

«3dst for accelerated growth in labour productivity,  especially with the local 

manufacturers.    In this area, Singapore is behind countries such as Hong Kong 

and the Republic of Korea, where productivity has grown by more than 10 per erat 

in SOM years.    Singapore's wage index of I5.9, based on Japan's 100 as of 

March 1978 (see Table 17),  shows comparative disadvantage to its export com- 

petitors!    Korea (14*5 P« cent) and Hong Kong (14.8 per cent). 

1 

lrtis/ Manufactured expo 

In 1977i total direct manufactured export amounted to S tlO,969,405,  or 

63.I psr cent of total manufactured sales of S $17,390,502. 

The direction of exports continues to be towards developed countries.    In 

I977,  about one-half of all domestically manufactured exports went to the markets 

10/   See Table 18. 
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Table 16. Average hourly wage by industrial branch 

(in Singapore cents) 

1974' 1975 

125 HO Foods 

Beverages 

Textiles 98 109 

Garments «~ 102 

Leather geoda 

Sawn ti niter ^2_ ^ 

Furniture 

Printing 138 147 

136 158 Rubber goods 
Chemicals*' 

non-ferrous goods 149 ¿78 

Metal goods 120 135 

Machinery 157 174 
Ileotrio appliances 111 127 

Transport equipment I76 208 

Others 98 109 

Sourcet   ILO, Yearbook of Labour Statistics, 1976. 

a/     Including industrial chemicals, petrochemicals, plastics and oil refineries. 

Table 17.    International comparison of labour wages paid by manu- 
facturing industries in selected Asian countries 

(after adjustments of foreign exchange rates and 
social security - fringe benefit parities) 

Annual wage raise since I965   w       lad«. M of «arch 1978 
(percentage) ^ 

Japan 16.1 100.0 

Hong Kong 9.4 14.8 

Republic of Korea 23*6 14*5 

Singapore 4.5 15*9 

Thailand 3-0 14-7 

Source;    Ministry of Labour of Japan and Japan Productivity Center,  as they 
compiled data from the ILO. 
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of developed countries.    The largest single country is the United States. 

This pattern will he maintained and even intensified in the future,  given the 

probable industry mix.    8.6 per cent went to Southeast Asian countries other 

than Malaysia,  while 3*3 per cent went to Malaysia. 

Goods which, in 1977, had higher rates of manufactured export-orientation 

(counted on the basis of direct manufactured export  sales against total manu- 

factured sales) ana higher direct manufactured export sales were the following 

seven items listed in Table 19, which altogether accounted for 53-7 per cent of 

total manufactured sales, and 85.2 per cent of total manufactured export sales. 

Table 19.    Export orientation and direct export sales 

1 

Export orientation 

(percentage) 

Direct 
export sales 

(S 3000) 

Electrical machinery 

Professional and scientific equipment, 
optical goods 

Petroleum refineries 

Wearing apparel 

Industrial machinery 

Wood products 

Transport equipment 

Total 

85.8 

84-5 

75.3 

7O.6 

64.3 

60.6 

55.7 

2,130,009 

164,635 

5,081,333 

338,299 

454,839 

256,026 

?13,0?8 

9,343,199 

Of the manufactured exports to developed markets in 1977, technology - or 

knowledge-intensive goods-had prominent rates of export  orientation:    particularly 

professional and scientific equipment and optical goods,  and electrical machinery. 

On the other hand,  manufactured exports +o developing countries had an evenly 

spread product mix,  with a relatively higher level of export orientation among 

capital goods:    industrial machinery and electrical machinery. 
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Capital investment 

Of the total capital expenditures of S $751,639,000 in 1977, S $246,187,000 

or 32.2 per cent came from local sources. 

Table 20.    Capital investment by country 

(in thousand Singapore dollars) 

Major sources of capital Capital expenditure 

Singapore 246,187 

Australia 6,963 

Hong Kong 39,235 

Japan 106,078 

Malaysia 7,755 

Switzerland 20,087 

united Kingdom 23,311 

United States 121,978 

Federal Republic of Germany                                                                            13,881 

Other European countries (Netherlands, etc.) 26,261 

Other 139.897 

Totale 751,639 

Source:    Department of Statistics, "Report on the Census of Industrial Production, 
1977". 

a/     Rubber processing and granite quarrying are excluded. 

Although no total figure for foreign direct investment is available,  foreign 

investment stated in terms of gross fixed assets in industrial ventures totalled 

S 53,584 million in mid-1976, a substantial increase over the end-1974 figure of 

S $3,050 million.    However, about 60 per cent  of the new commitments were for the 

expansion of existing projects rather than new investments. 

The mid-1976 foreign investment, as stated above, comprised different country 

sources as shown in Table 21 below.    Foreign industrial investments, broken down 

by sector,  are given in Table 22. 
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Table 21.    Foreign investment by country 

Country 

United States 

United Kingdom 

Japan 

The Netherlands 

Federal Republic of Germany 

Others 

Total 3,584 

~l 
Amount 

(S3 million) 
Share 

(•percentage) 

1,180 32.9 

521 14-5 

5H I4.3 

495 I3.8 

112 

762 

3.1 

21.4 

100.0 

Source:    Department of Statistics, "Yearbook of Statistics, Singapore". 

Table 22.    Foreign investment by sector 

(Share in percentage) 

Sector 1974     Mid-1976 

41.2 

10.7 

IO.5 

6.5 

5-4 

5-3 

4.1 

Petroleum 

Mechanical engineerii 

Electrical equipment and electronics 

Textile and garment manufacture 

Wood, cork, paper and paper products, including printing 

Chemicals and chemical products,  excluding plastics 

Professional and scientific measuring and controlling 
equipment, photographic goods ¿/ 

Transport equipment 

Food, beverages,   tobacco 

Others 

Total 

Source:    Department of Statistics, "Yearbook of Statistics, Singapore",    "Monthly 
Digest of Statistics". 

a/     Recent industrial investment shows the gorwing success of Singapore in 
attracting technologically oriented industries (such as mechanical engineering; 
professional and scientific measuring and controlling equipment and photogra- 
phic goods;    transport equipment) and in promoting the use of the country as 
an export production base. 
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In 1977, 911 foreign manufacturing' enterprises (either wholly or partly 

foreign-owned), with a total investment  of about S $4 billion,  and employing 

151,014 workers,  which account for 68.9 per cent of the total manufacturing 

work force,  operated in the country.    There are some 12,000 foreign managers, 

engineers and technicians,  or 20 per cent of the work force in those cate- 

gories.    Direct export of the 911 foreign firms amounted to S 19,959,660,000, 

or 90.2 per cent of total direct manufactured export,  or 57.3 per cent of total 

manufactured sales in the same year.    It is noted that, while the direct export 

to total sales ratio increases with the level of foreign capital participation, 

the value added to output ratio declines with the level of foreign capital par- 

ticipation.    The latter implies that foreign enterprises in Singapore are 

engaged more in assembly of imported components than in local production of 

components,  as compared to local enterprises (Tables 23 and 24). 

The high proportion of foreign investment reflects heavy investment in oil 

refining and the large number of foreign multinational firms with subsidiaries 

operating in Singapore. 

Singapore is now the third largest oil refinery centre in the world,  after 

Rotterdam and Houston, with a total capacity of more than one million barrels 

of crude oil per day. 

A petrochemical complex, backed by a Japanese firm, is scheduled to begin 

operations by I982.    Valued at some S $2 billion, it is by far the largest 

foreign project ever contemplated in the country. 

The main justification for attracting foreign investment into manufacttiring 

in Singapore has rarely been a shortage of local capital.    Generally, it is 

because of the scarcity of marketing and technological know-how that the country 

actively encourages the stablishment of plant facilities by wholly foreign as 

well as joint venture enterprises.    Foreign investments are also actively 

encouraged to take advantage of established export markets of foreign or multi- 

national firms.    In recent years, Singapore has become increasingly attractive 

to export-oriented types of foreign investments,  particularly multinational cor- 

porations,  which find Singapore attractive as a manufacturing and distribution 

centre for their international operations. 

Foreign industrialists appreciate the qualit:/ of Singapore's workers - their 

productivity,  their ability to learn quickly,  and their high basic  eduational 

level - which make production of the following product lines competitive at 

international markets: 
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- Manufactura of high-quality parta and componente at compatiti va 

coat for supplying parant compani a a in homa count ri aa and aub- 

•idiariaa in varioua parts of tha world; 

- Production of fini shad products in larga volume at low cost 

for international markets; 

- manufactura of capital equipment, intermediate producta and 

chemical a with coat advantage for Southeast Asia, Kiddle East 

and East African market«, «specially for the off-«h or e oil 

exploration, mineral reaouroea, agricultural and fore at ry 

development and conet ruoti on pro jacta in theee areaa. 

L 
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Chapter III 

ITO03TRIAL maVKLOPMEirr COKSTRAiaTS AND PERSPECTIVES 

Market identification 

is described in the previous chapter,  the manufacturing sector of Singapore 

i a characterised, among other things, by the predominant influence of foreign 

multinational enterprises, which in 1977 accounted for 57-5 per cent of capital 

expenditures in the country,  and 90.2 p<»r cent of the nation's direct exports. 

In the same year, about one-half of all domestically manufactured exports went 

to the markets of developed countries, as multinational firms tend to export 

their products produced in Singapore to parent companies in home countries. 

This is important as direct manufactured exports account for 63 per cent of the 

country's manufactured sales. 

The most serious constraint to Singapore's growth may be present and future 

growth rates of the OECD countries and their demand for Singapore's exports.    It 

is possible that Singapore's export demand at least partly represented a spill- 

over of excess demand from the OECD countries, particularly Japan and the united 

States.   At the same time,  the present foreign trade regime of floating rates 

may have corrected earlier distortions in which Singapore benefitted from com- 

paratively lower production costs than Japan or the United States, and may dampen 

the demand for Singapore's exports as well as the flow of private foreign invest- 
ment. 

It is widely believed in Singapore that economic fluctuations in the OECD 

countries are transmitted to Singapore with some time lag.    The following table, 

prepared by the World Bank, indicates that the sharp downturn in April 1974, 

January 1975 and February 1975 is roughly correlated with the downturn in the 
OECD. 

Implying this theory,  the recent trend,  especially after the second oil 

price adjustment in 1979, has not been encouraging since the indices of indus- 

trial production in the frist quarters of I976 and 1977 were 100.2 and 106.1 

(1974 « 100)—/ respectively,   wb.lle the real GDP growth rates of 0ECD countries 

11/    "Asia Research Bulletin",  31 July 1978,  quoting the 1977 annual report 
of the United States Embassy in Sins-apore. 

1 
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Table 25»    Indices of industrial production 
(1970 . 100) 

1 
Singapore OECD 

Year Quarter Index Percentage change Index Percentage change 

1973 Pirat 161.8 5.3 116 2.7 

1973 Second I64.0 1.4 118 1.7 

1973 Third I64.9 0.5 119 0.8 

1973 Fourth I69.1 2-5 121 1.7 

1974 First 172.0 1.7 120 - 0.8 

1974 Second 174.0 1.2 120 0.0 

1974 Third I75.O 0.6 119 - 0.8 

1974 Fourth 166.7 -4.9 115 - 3.4 

1975 First 158.6 - 1.8 108 - 6.1 

1975 Second 156. ü - 1.6 107 - 0.9 

1975 Third 179.4 15.O 108 0.9 

in I976, 1977 and 1978 were 5.2,  3.7 and 3-7 per cent, respectively,^ showing 

a similar correlation of low growth rates between Singapore and OECD.«^» 

This calls for future attention to ways of diversifying the manufactured 

export markets so as to relieve Singapore from excessive dependence on the ne- 

gative effects of developed countries» retarding growth. 

Product identification 

In promoting exports of higher-technology goods, Singapore is facing com- 

petition not only from developed countries, but also from developing countries. 

For example, in the case of electrical machinery and electronics, the developed 
markets were shared as shows in Table 26. 

L 

12/    July 197S- report of the OECD Secretariat. 

13/    (a)    No industrial production indices of OECD countries have been available, 
(b)    July 1979 report of the OECD Secretariat predicts 3-5 per cent growth 

of OECD countries in 1979 in real terns. 
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Tabi« 26.    Share of Unit«d States market in 1974. 
electric and electronic machinery 

(percentage) 

Exporter country 

Japan 29 -9 

Republic of Korea 4.6 

Hon« Kong 6.5 

Singapore 5.7 

Other« in Southeast Asia*/ 2.0 

Source:    ŒCD, "Trade by Commodities". 

a/     Thailand, the Philippine«, Malaysia, Indonesia. 

Table 27.   Share of Japanese market in 1975. 
electric and electron!0 machinery 

(percentage) 

Exporter country 

Republic of Korea I3.4 

Hong Kong 0.8 

Singapore 0.8 

Others in Southeast IsLaP 3.O 

Source:   Ministry of International Trade and Industry of Japan, "White Paper on 
International Trade". 

5/      Thailand, the Philippines, Malaysia, Indonesia. 

This calls for future studies on the problem of identifying specific areas 

of comparative advantage for Singapore's export development. 

The manufacturing sector of Singapore i e characterized by the low level of 

local companies» participation.-^    In 1977, its share in total capital expendi- 

ture and total sales was 32.6 per cent and 27 per cent,  respectively.    In the 

\A¡    Wholly local companies,  and companies with more than half local capital, 

1 
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¿3/ HiM year,  out of a total of 2,638 establishments,  2,036 were local companie 

using 45 per cent of the labour force to produce 35 P«r cent of the value added, 

leaving 602 foreign or joint-venture companies—   using 55 Per cent of the labour 

force to produce 65 per c»v.t of the value added.    This implies that local com- 

panies are small and labour-intensive. 

One of the problems that stems from the predominance of foreign or joint- 

venture companies as against the low profile of local companies is that the 

formar have largely failed to live up to the country's expectations as trans- 

mitters of new technology.    In Singapore,  capital formation does not neces- 

sarily mean skill formation - in fact, the inflow of capital into Singapore 

has generated demands for low-skilled workers rather than high skills.    Few 

foreign and joint venture companies in Singapore have their own research and 

development programmes to meet the local needs for high technologies.    The 

economy depends so much on imported labour—"   and imported capital, that the 

main function of the local sector is to provide services in the manufacture of 

the goods for exports which are not produced by local companies. 

On the other hand, the value added to output ratio of wholly local companies 

was as high as 33 P«r cent in 1977, as against 21.3 per cent for the wholly 

foreign companies (Table 24).    This implies that the local companies have had 

their own skills to attain higher value added to output ratio than foreign com- 

panies, most likely in backward integration where components for assembly into 

the final products were manufactured by them, while foreign companies primarily 

concentrate on the assembly aspect only. 

The high technology industries have benefits for small-scale industries 

held by local interests through backward linkage.   For example, a foreign radio, 

television and telephone plant subcontracts many of the plastic components to 

local firms.    As Singapore moves into the high-skill formation phase of its 

economic development,  special tyeps of skills can be singled out for fiscal and 

financial preferential treatment and more emphasis given to small and local com- 

panies, as these are the ones likely to place more value on the skills in any 

investment they make.    Merger and expansion of local firms would not only achieve 

economies of scale in production,  make possible the introduction of improved pro- 

duction techniques,  but also increase the financial resources and credit  standing 

1¿/    1,727 wholly local companies,   and 309 companies with more than half local 
capital. 

16/   I-Iholly foreign companies,  and companies with less than half local capital. 

17/    Irnported from 'Malaysia, Indonesia, Thailand,  etc. 

1 
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of suoh fir«« to «nasi« th«a to «sport, und«rtak« r«««areh and d«r«lopm«nt, 

and idtlntand ««tback« in donand and «apply condition«. 

Local inv««tor« har« «ho« incr«a«ins ldllinfn««« to tak« th«lr oim 
capital mrnu.   A«id« from iwr««t»«nt in Thailand, Malay«!« and Indontala 
(*h«r« family ti«« oft«n «d«t)f Sin*apor« firm« hav« «ot up «hop in Sri Lanka 
and Banfflad««h.    Th« Fr««-Trad« Zon« in Sri Lanka ha« already a «ignlfioant 

concentration of Sinfapor« input«. 

L 
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Chapter 17 

TBI UaTITUTIOmL IHTtUSTOÜCTURE FOR DTOCBTRIAI. IEVILOPMIHT 

Although the country do«« not have a development plan, Singapore ha« a 

w«ll-d«r«lop«d planning machinery.    Ih« macro-d«v«lopm«nt objectives and 

poliol«« are laid out by th« Government on th« basi« of th« concerted recommen- 

dations of th« individuai nini «tri e».    Th« sectoral development priori tie« and 

strategics, however, ar« formulât ed by th« planning bodi«« within th« mini »trie«. 

Vari ou* organisations have been established to undertake the specific 

functions of marketing, quality control and industrial research in order to 

assist manufacturers in their export capability. 

Various efforts have been made to improve the country^ industrial climate. 

Singapore had limited land resources;    hence a rational and uconondc use of 

land Mas achieved through the development of industrial estates and flatted 

factories.   The advantage of proximity to external sources of raw materials were 

enhanced by efficient transportation and handling facilities.   Fiscal incentives 

wer« introduced to encourage both domestic and foreign investment.    The struc- 

tural immobility of domestic capital was gradually overcome through joint ven- 

tures with foreign capital and through Government equity participation and 

technical assistance.    Industrial relations improved through the mutual co- 

operation of labour, management and Government and concentrated efforts were 

mad« to raise labour productivity.   With the shortage of skilled craftsmen 

and technicians as the industrialization programme gained momentum, increasing 
emphasis was placed on industrial manpower development. 

1 

The administrative functions of industrial development in Singapore are 
centered around the Ministry of Trade and Industry. 

The Ministry of Trade and Industry 

The Ministry if responsible for economic planning, manpower planning, 

public sector development,  regional and international economics,  domestic and 

external trade policies,  supply and control of essential commodities,  shipping 
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and freist, tariffs, industrial policies, investment promotion,  investment 

guarantee agreements, and statistics.    Besides its direct functions enforced 

by different departments and divisions, the Ministry is supported by a number 

of agencies for specific purposes, which operate under its jurisdiction. 

They are the Economic Development Board, Jurong Town Corporation,  national 

Statistical Commission, S entona Development Corporation, Singapore Institute 
i 

of Standards and Industrial Research,  and Timber Industry Board,  the most 

important ones being the following institutions: 

The Economic Development Board (BIB);    The EDB is primarily responsible 

for the formulation and implementation of the nation's industrial policies, 

with emphasis on creation and promotion of favourable investment climate.    It 

consists of three Divisions - Investment Services Division,  which supervises 

all industrial programmes;—'     Projects Division, which evaluates and co- 

ordinates on-going industrial projects;    Manpower Development Division. 

The Singapore Institute of Standards and Industrial Research (SISIR);    The 

SISTR is essentially a multi-disciplinary industrial service organization pro- 

viding industrial consultancy,  contract research,  standardization and technical 

information.    It is also the national standard body in charge of quality control 

and a member of the International Standardization Organization. 

The Jurong Town Corporation;    The Corporation is described below as one of 

the Statutory Authorities. 

The Development Bank of Singapore (DBS)8    The DBS provides development 

finance including short- and long-term lending as well as equity participation 

and guarantees. 

International Trading Company (iWTRACO)t INTRACO assists manufacturers 

in exporting by searching for export markets, participation in international 

fairs and the establishment of overseas trade offices, with emphasis on centrally 

planned economy countries. 

The National Productivity Board (NPB);    The NPB boosts productivity efforts 

in all sectors of the economy through research projects and seminars. 

The National Wages Council (ïMC): The NWC is a tripartite organization 

comprising Government, management and labour representatives. It recommends 

wage increases from time to time. 

18/    This Division maintains representatives in the united States,  United 
Kingdom, Federal Republic of Germany, Prance, Switzerland, Belgium, 
Tokyo and Hong Kong. 
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Although the Government is basically committed to a free market economy, 

it has substantial interests in public utilities and the service sector,  in 

building and construction, and in an increasing range of manufacturing enter- 

prises. 

There are six major Statutory Authorities in Singapore,  which are as 

follows: 

- The Monetary Authority of Singapore; 

- The Telecommunications Authority; 

- The Port of Singapore Authority; 

- The Public utilities Board; 

- The Housing and Development Board; 

- The Jurong Town Corporation (handling industrial estates* 

development and their management). 

There are two free trade zones:    one comprises the Port of Singapore 

Authority (a fenced-in area),  and the other at Jurong port. 

The Statutory Authorities account for the bulk of public sector investment. 

The remainder of the public sector investment is in the form of loans from the 

Central Bank to semi-public enterprises,   the major ones being the Development 

Bank of Singapore, the Neptune Lines, Singapore Airlines, International Trading 

Company (formed to handle trade with centrally-planned economy countries), and 

a number of joint ventures with the industrial private sector, as follows: 

- national Iron and Steel Company; 

- Sembawang Shipyard; 

- Jurong Shipyard; 

- Bethlehem Shipyard; 

- Petroleum refineries and petrochemical complexes. 

The Ministry of Finance 

Two Divisions of the Ministry play vital roles in implementing industrial 

development  schemes,  such as the Investment Allowance Scheme (see Chapter V). 

They are the Budget Division,  which covers the main development estimates,  and 

the Revenue Division,  which covers Inland Revenue (taxation and revenue),  Customs 

and Excise, Board of Commissioners of Currency,  the Monetary Authority of 

Singapore,  the Post Office Savings Bank,  and the Registry of Companies. 
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Business associations 

The following four associations play vital roles in industrial development 

in Singapore: 

- The Industrial Training Board (see Chapter V); 

- The Singapore Manufacturers' Association; 

- The Singapore Employers' Federation; 

- The Singapore International Chamber of Commerce. 

1 

L 
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Chapter 7 

INDUSTRIAL DEVELOPMENT POLICIES AND MEASURES 

Singapore does not have a development plan;    emphasis is placed on main- 

taining a maximum of planning flexibility so as to allow prompt reaction to 

changes in the economic situation. 

The current economic strategy for the country's development overviewing 

the 1970»s aims at modernizing and transforming the country's economic structure 

from a labour-intensive into a progressively higher-technology,  export-orient ed 

industrial centre, and into a base for regional and international services. • 

Expansion of the economic infrastructure, including human resources,  and the 

development of more sophisticated manufacturing capacity and serviced are 
necessary. 

The following are the three main aspects of industrial development which 

the Government is pursuing: 

Development of skill-intensive industries;    The present protectionist 

climate of the country's major trading partners in the industrialized countries, 

and the increasing competition among advanced developing countries at export 

markets (such as competition with the Republic of Korea on similar export pro- 

duct lines) have made it necessary for Singapore to accelerate the process of 

upgrading its industries in order to diversify into product lines that are less 

sensitive to fluctuation and competition to markets in developed countries. 

Examples of such product lines are products in industrial electronics and 

telecommunication equipment (e.g. computer components),   precision engineering 

(e.g. watch movements,  components for cameras,  calculators and typewriters, 

professional and scientific measuring and controlling equipment,  etc.)  aircraft 

and automobile components and maintenance service, medical instruments,  fine 

chemicals and pharmaceuticals (mainly antibiotics),  downstream products of the 

petrochemical industry (e.g.  ethylene derivatives, plastic injection moulding 

machines,  etc.),    industries supporting metal fabrication (e.g. moulds,  machine 

tools,  etc.).    Upgrading of packaging and presentation of manufactured goods is 
also felt to be necessary. 

In the next few years,   an intensive drive will be made to promote such 

industries.    A product development assistance scheme has been implemented to 

1 
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encourage local manufacturing enterprises to improve their manufacturing 

skills and to develop new products or processes related to their existing 

activities. 

As discussed in Chapter IV,  industrial  skills developed by local manu- 

facturers are expected to help the growth of the country' s manufacturing 

sector,  rather than imported* technologies which are normally contained within 

foreign firms without external spreading.    Foreign firms also tend to require 

low-skilled workers rather than high-skilled.    As Singapore moves into the 

high-skill formation phase of its economic development,  the Government is 

aiming at developing Singapore's own industrial skills by promoting the local 

manufacturing enterprises and their foreign joint ventures to back-stop the 

backward linkage from foreign manufacturing firms,  while at the same time 

seeking to upgrade the traditional labour-intensive foreign manufacturing firms. 

While scarcity of capital sources has never existed in Singapore,  the low 

level of locally generated investment in the manufacturing sector is one of 

the serious growth constraints.    Local businessmen,  however, have been reluc- 

tant to invest in manufacturing as they feel that they are not adequately 

experienced in manufacturing and are unfamiliar with world markets so that 

their risks are higher than those of foreign companies.    In fact, the failure 

rate of local manufacturing enterprise with no outside capital has been 38 per 

cent,  as against 7 per cent of United States,  Japanese and Western European 

companies and joint ventures.    Among the specific measures which the Government 

has recently launched to encourage local business to participate more actively 

in manufacturing ventures is the Capital Assistance Scheme designed to furnish 

both equity and/or loan capital to new and existing small- and medium-scale 

industries to develop skill-intensive areas or to modernize and diversify. 

These moves were undertaken in the belief that capital requirements and risk 

factors are higher with the more skill-intensive industries having higher 

capital/labour and capital/output ratios.    Parallel to this instrument for 

financial aid, the Investment Allowance Scheme has been enforced to allow up 

to 50 per cent of approved new fixed investments to be deducted against taxable 

profits.    While all borrowers and investors,  foreign or local, are eligible, 

the Government hopes that the benefits of the two new Schemes will go mainly to 

local business establishments,   which are smaller in scale,   less capital-intensive 

and more labour-intensive,  as compared to foreign firms.    Also these moves are 

expected to help local  entrepreneurs and their foreign joint ventures. 

1 
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Many foreign investors enjoy Pioneer Industry status,  which granted a tax 

holiday of five to ten years,  depending on the merit of the project.    About 

half of the 600 Pioneer certificates approved have been awarded to wholly 

foreign-owned companies.    A breakdown of the half which went to locally-owned 

companies and joint ventures is not available.    There are no firm criteria as 

to what investments are eligible for Pioneer status, but normally the amount 

invested has to exceed S 51 million.    Foreign investors claim, however, tax 

concession and Pioneer status did not play a vital role in bringing them to 

Singapore.-*/    It is believed that foreign investors came to Singapore because 

of its strategic geographical position, highly motivated and skilled workers, 

and political stability.   Although no basic change is expected in Singapore's 

policy towards foreign investment in the foreseeable future,  the Government is 

becoming more selective in the type of industry it will actively encourage. 

Firms that develop the country's technological and management  skills, 

provide access to new export markets,  upgrade labour skills,  contribute to the 

development of local support industries or generally broaden the industrial base 

by forward or backward integration are especially welcome.    It is hoped that, 

in the long run,  the technological and managerial expertise Singaporeans acquire 

through their involvement with foreign firms will help instill a spirit of 

entrepreneurship.    Also foreign companies that participate in ASEAN industrial 

complementation schemes,  or that manufacture export products qualifying for pre- 

ferential treatment under the recent ASEAN trade agreement are favoured. 

Development of high productivity and high value added industries;    Although 

some of the most successful industries in Singapore have been resource-based, 

utilizing the raw materials of the ASEAN region,  there is a danger of over- 

depenience on such industries at a time when supplying countries seek increasingly 

to develop their own resource-based industries.    Major industries have diversi- 

fied into higher value added and more skill-intensive product lines,  to optimize 

the use of skilled labour availability. 

The National Wage Council recommended a substantial wage hike for the year 

beginning 1 July 1979•    This clearly reflects the thrust of the Government's 

investment policy to promote capital- and ski 11-intensive industries which yield 

high value added and increase labour productivity,  while less sophisticated and 

labour-intensive industries are supposed to seek investment  outside Singapore. 

19/    Tax concession is the main incentive,  but not the only one.    Other incentives 
include duty-free import of capital goods and raw materials,   favourable loan 
conditions,   equity participation,  and industrial estate facilities.    Foreign 
firms do not regard corporate income tax relief as being a particularly sig- 
nificant benefit  since,  in the initial years of operation,  few firms sake 
significant profits. 
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The "Economic Survey of Singapore - 1978", published by the Ministry of 

Finance,  clearly emphasizes promotion of high value added industries in the 

country. 

Table 28.    Employment and value added in manufacturing industries 

Per cent of total employment    Per cent of total value added 

Total manufacturing 

Low value added 
industries £/ 

Sigh value added 
industries c/ 

Source;    Department of Statistics, "Census of Industrial Production". 

a/     Preliminary figures. 

b/     Low value added industries include broadly food and beverages,  textiles and 
garments, wood and paper products, leather and rubber products,  non-metallic 
mineral products,  plastic products and "miscellaneous". 

c/     High value added industries include broadly chemicals and chemical products, 
petroleum products,  metals and metal products,  engineering, electrical and 
electronic products,  transport equipment and precision equipment and photo- 
graphic and optical goods. 

I960 1970 1975 1978^ I960 1970 1975 1978^ 

100 100 100 100 100 100 100 100 

69 58 44 43 68 38 27 30 

31 42 56 57 32 62 73 70 

In the above table,  it is noted that the weight of the ratio of the number 

of employees employed in low value added and high value added industries respec- 

tively reversed from 58/42 in 1970 to 44/56 in 1975,  and the trend was further 

promoted in favour of high value added industries in 1978 to 43/57• 

In Table 29 below it is noted thai total manufacturing value added in 1978 

was S 55»°67 million, an 11.7 per cent increase over the previous year in real 

terms.    The largest three manufacturing sectors in terms of output and value 

added in 1978 are listed in Table 30.   Attention should be called to the fact 

that the importance of the  electrical and electronics output is increasing as 

the core of high value added industry. 

Training;    Singapore must ensure continued growth in the fact of acute 

shortage of eligible labour.    Growth in manufacturing is now based on a formula 

that seeks to encourage newer,  high-technology industries while upgrading the 

traditional labour-intensive ones.    While unskilled labour shortage is being 
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Tabi« 29.    Chaws in output and vmlu. „^ ^ 
selected major manufacturing industries  

Industry 

Total manufacturing^ 

Ketal engineering including 
precisión equipment 

Electrical and electronics 

Wood products including 
fornitura 

Transport equipment and 
oil rigs 

Wearing apparel 

Petroleum 

Others 

1978*/ Change over 1977 

Output   Value added Output Value added 

S3 million S$ million 

19,577 

1,108 

2,886 

64I 

1,681 

594 

7,373 

5,294 

5,067 

536 

841 

223 

738 

194 

802 

1,733 

2,051 

218 

383 

128 

229 

114 

351 

637 

12 

24 

15 

25 

16 

24 

5 
14 

%   S$ million     % 

13 592 

88 

84 

52 

38 

37 

28 

265 

20 

11 

30 

24 

4 

18 
Source«    Department of Statistics.  »PMHHH««, W-*ì    A 1978«. *«*«ip«t    Preliminary Estimates of Industrial Production, 

a/     Preliminary figures. 

b/     Excludes rubber processing. 

Table 30.    Largest thr«« manufacturing gector«T  lqjfl 

Output 

1. 

2. 

3. 

Petroleum 

Electrical and electronics 

Transport equipment and 
oil rigs 

St million 

7,373 

2,886 

1,681 

Value added 

2. 

3. 

Electrical and 
electrónica 

Petroleum 

Transport equipment 
and oil rigs 

S$ million 

841 

802 

738 



- 46 - 

partly relieved by import of labourers from Malaysia, Indonesia and Thailand, 

Government assistance and subsidy to manpower development is felt to be the most 

efficient incentive to industrialists compared to fiscal and financial incen- 

tives. 

The most serious manpower bottlenecks are at the professional and the 

skilled and technical levels.    The University of Singapore,  the Singapore 

Polytechnic, and Ngee Ann Technical College are being expanded with assistance 

from the IBRD, UNDP and the Asian Development Bank, respectively.    Many of 

Singapore's vocational schools aj-e undergoing expansion.    To complement formal 

vocational training, private employers are being encouraged to conduct accelerated 

in-plant training schemes     Moreover, the Government is engaged in a number of 

joint training sohemes with several well established firms, allocating siseable 

amounts in its budget.   These efforts are being co-ordinated by an Industrial 

Training Board established in April 1973•    Much expectation is attached to the 

recently established Vocational Training Center under the auspices of the 

Singapore-Japan economic co-operation programme, and to the proposed establish- 

ment of the Skill Development Fund by the National Wages Council.    The programme 

of sending trainees abroad to parent firms is also encouraged by the Overseas 

Training Scheme, which receives Government subsidies. 

1 
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Chapter VI 

TECHNICAL ASSISTANCE 

The Government does not publish formal detailed development plan» because 

it considere that great flexibility is required in its development strategy to 

meet the ever-fluctuating external conditions.    Consequently, it was considered 

that proposals for specific development activities for the immediate forth- 

coming years could most appropriately be reflected in the UNDP Country Programmes 

of relatively short duration (of three years) and consisting of clearly defined 

activities.    The Third Country Programme of the Government of Singapore covers 

the three-year period 1979-1981. 

UNDP assistance is being sought in the Third Country Programme, basically 

to support the promotion of high technologies in industries, manpower development 

in education and training to achieve higher skill levels, the modernization and 

development of infrastructure (civil aviation, telecommunication and port services), 

the control of pollution and the improvement of veterinary public health services, 

all geared to meet the challenge posed by the main development strategy to con- 

figurate Singapore as a modern and competitive industrial society. 

In the pursuit of the country's development efforts, the Government relies 

essentially on domestic and foreign investment resources.    However,  the contri- 

bution of external assistance to its development efforts, although relatively 

small in financial terms, represents a significant contribution in that it 

provides for some selective inputs such as specialized expertise and fellowships 

which the Government might find difficult to obtain otherwise.    Presently, the 

UNDP is a major source of externally provided technical assistance. 

Although industrialization has been chosen as the main development strategy 

for sustained economic growth with a total value of US $1,085,000 against 

programmed resources of US $5,321,000 (20 per cent), UNIDO has not been assigned 

to take up an executing agency's role in any of the industrial development pro- 

jects contained in the Third Country Programme.    UNIDO's recent assistance to 

the country has comprised only the Regular Programmes in the field of training 

which are listed on page 48. 

UNDP Project No. SIïï/T8/013/A/01/99,  entitled "Development of an Institu- 

tional Capability to Provide Supporting Technical Services to Industry",  will 

provide essential technical services to industries in various areas;    it has 
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lTuabar of   Country to which 

ProJact Bnwbar   Projact Tltla     fallowa     train«« waa aant 

RP/SI»/79/001 

RP/SIH/79/002 

Markatinf 
nwnag« a«nt 

Training of 
training 

Uni tad Stat «a 

Auatria 

Projact duration 

14 Juna-29 July 1979 

6 Auguat-7 Sapt ámbar 
1979 

baaa dad dad aaonf tha authoritiaa oonoarsad that thia projact «ill ba axaoutad 

by tha Oovanuaant, «hioh will ba rapraaantad for tha pnrpoaa of auch azaoution 

by tha Sinfapora Inatitut« of Standard« and Iniduatrial Raaaaroh.   UNIDO had baaa 
duly oonaultad bafora auch a daoiaion vaa takan. 
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Chapter VII 

POSSIBLE AREAS OP FUTURE UNIDO CO-OPERATION 

While there are no IPP or SIS projects from UNIDO currently in progress in 

Singapore,  the Senior Industrial Development Field Adviser, UNIDO, has prepared 

a draft programming perspective on Singapore^-/ in order to guide UNIDO in 

planning an appropriate co-operation programme for the period I98I-I982 onwards, 

as the Third Country Programme Cycle draw« near.    This draft is presently being 

reviewed by the Singapore authorities concerned before it will be finalized. 

According to this draft, the following areas may be indicated for UNIDO«s 

consideration in its co-operation with Singapore: 

- To support Singapore's programme in identifying resources for TCDC 

activities for the Southeast Asia region; 

- To support Singapore»s programme to move the industrialization 

into technology-intensive areas,  possibly by contributing to 

its technical manpower training and development; 

- To support Singapore's programmes for the development  of local 

enterprises;    experts and advisory assistance especially in 

technology and managerial services may be appropriate; 

- To support Singapore's programme in small-scale industry develop- 

ment and extension services. 

The above programming perspectives were discussed for finalizing the above- 

mentioned draft between the UNIDO SIDFA mission^ and the Singapore authorities 

concerned,   which visited Singapore on 25 and 27 October 1979.    Besides this Report, 

the Mission followed up the following activities which were previously under 
correspondence: 

- Exploration of a new proposal for training in pharmaceutical 
manufacturing ; 

- Contribution to the Industrial Development Fund; 

- A survey to assess potential and existing possibilities of 

exporting technology in various forms from selected developing 

countries to the other developing countries; 

1 

20/   Reference PRO 300/lD-SDTG,  dated I5 October I979. 

21/    Reference SING/MS/SIDFA/79/2,  dated 9 November 1979,  "Mission Report to 
Singapore". * 
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3hip/boat-buildinf, «Mp »pair and port d«v«lop««ntt 
Co-op«ration with th« trad« union«; 
Assistano« to «iok oompaai««. 
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