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ON EXPORT DEVELOPMENT

Tonight, I have the pleasure and the honour of bringing
to a close, 5 days of intensive deliberations on the very important
sub ject of export promotion. The papers which were presented had
many idess to offer and, I am sure, your report and resolutions

will be carefully studied by the Government.

In perusing the papers presented‘at the Seminar, I came
accross one point which I think summarises aptly the difficulties
faced by developing countries in the export business. The point
made was that the developing countries need to pay attention not
simply to export promotion but to export development. For,
promotion implies that only marketing aspects need to be looked
into,while the more crucial problems may exist at the production
and financial ends. Since I have a captive audience this evening,

I would like to pursue the theme furthcr.

We may note, first of all, every country has some degree
of importing and exporting. No country in the world is completely
self-sufficient. Even if a country like the U.S. could be
completely self-reliant, if it chose to, it would not pay the U.S.
to do so, for, some degree of specialisntion is more rewarding
than no specialisation. Modern economic life depends on thrce
essential factors : resources or access to resources, technology,
and markets. For a huge country like the U.S., for example, *ride
comprises only * to 4 % of her GNP. For us in Singapore, out of
every § that we spend, 60¢ go to retained imports. The rusnuros
base of a srall country is usually much slimmer thun0§hat of a
big country. So also is its capacity for development/new Lec mologye
And, to compound the difficulties, the size of its market is also
small. Therefore, we find that, the smaller the country, the more
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dependent that conntry is on international trade, because the

necessity and the benefits of specialisation become more obvicus.

If we study the sxports of different countries in the
world, we find two striking patterns of exports for the great

majority of countries.

First of all, many developing countries are primary
producing ;oantries like Malaysisa. The development of the export
products like rubber and tin was stimulated by industrial demend
in the advanced countries. Maluysia had the right c¢lim:tic and
soil conditions for rubber, and the importation of capital,
technology and labour did the rest. For such primary product
exports, there is negligible domestic demand; Malaysia, for
instence, uses little of her own rubber in production of shoes,
tyres etc. Moreover, for such primary products, export promotion
plays a negligible role, since, price and demand are largely

determined by the industrial health of the advanced countries.

As for industrial exports, for the large majority of
countries, the typical pattern is where exportes serve as an
outlet for surplus domestic capacity. Typically, a product is
introduced, tested and developed in the national market before
exports are promoted. Historically, the present~-day advanced
countries developed their industries behind the shelter of their
domestic markets. Industries grew behind trade barriers like
tariffs and quotas and became efficient enough later to enter the
export market. Sometimes the process was specded up by special
subsidies on exports. Moreover, by helping to soalk up the excess

capacity, exports helped to prevent unemployment from occurring.

Large countries have the advantage of a big home market
in which to nurture industries. For small countries, however,
the same strategy of first devilicping btonind a protected market
and then venturing into exports is very costly and uncertain.
The reason lies simply in the fact that the domestic market is
too small to support industrial plents of optimal or cfiicient
size. In Singapore, for example, for the great majority of
industrial pioduz*s, even “he smallest available plant would nava
great excess capacity over the requirements of the domzstic
merket. For small countries like Singaporey thercefore, we have

no choice but to be export-orientated right from the start.
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The difficulties of attempting to do so are by ao me2ans

easy to oope with., Our exﬁorters have to face well- organized

and well-financed, if not subsidiseq export competition irom

Japan and other advanced countries. One of the ways of getting
around the problem is to bring in forcign manufacturers., especiadi v
the multi-national corporations,whichhave the established marketing
channels already. This we have been doing. At the same time,
attention is being paid to the problems of local manufacturers

who attempt to export. The export promotion unit within the Trade
Division of the Ministry of Finance was established for this
purpose. It takes time to build institutions, especially
institutions of the right calibre. I have no doubt that the

export promotion unit will develop in the years ahead to service

your needs.,

Over the last 13 years, Singapore has made the leap from
entrepot to manufacturing. As pointed out in one of the Seminar
papers, domcstic exports have grown rapidly, both absolutely and
as a proportion of nur total exports. Before long I have no doubt
that domestic exports will overtake re-exports. However, as I
pointed cut at the Opening of this Sc¢minar, our industries have

been mainly of the low technology type.

For both internal and external reasons, it is imperative
that we move on to a higher-grade technology. In the firat place,
we want to improve our standard of living and, in our context,
the only way is to upgrade skills via higher technology industrics.
Moreover, even if we chose not to makc the transformation, our
aimple technology industrial exports will face increasing
competition from the Third World as more and more developing

countries learn to make simple=-tcchnology goods,

We have no choice, therefore, but to move on to more
sophisticated industries, but, the higher we move up the techrology
ladder, the closer we get to competition with the advanced
countries. The relative smallness of our ccunomy may, however,
prove to be an Ar'vantage for us, for we are unlikely to account
for much of a slice of the market of an advancead country. Eesides,
one way of circumventing frade barriers is not to get into mass~
production type industricé but to get into small, high value-
added, science-based industries,
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When I wisited Sweden ecarlier this yeAar, I had occasion
to look at a smaill electroaics fuctory which employ some 30
workers. The factery specializes in new patented clectronic
products which have a veiy small worldwide market. One of it»
products is an elcctronic dovice for recording the movements of
mentaily-ill patients. You know, sometimes a mental patient may
not really bce mad - he may only pretend to be so when he hae .
audience. So this electronic device enables the psychiatrist to
record the paticnt's movements when he is alone., The market for
sueh a product is obviously omall, but by virtue of its
uniqueness, the company has a monopoly and can sell it for a very
handsome pricc. Tariffs, gquotas and other trade restrictions do
not pose¢ any real problem to the product. Furthermore, no costly
basic research is necessary, for such products are based upon
ingenious applications of well-known electronic principles.
Such industries would also have a high capacity for coping with
change.

The more serious difficulties posed by the need to
upgrade on technology are internal in nature. We would have to
develop the managerial, technical and marketing skills rapidly,
in order to achieve the tcechnological transformation. Ultimately,
whether we can build up a self-sustaining mecuanism for growth
would depend on whether we can breed a modern entreproneurial/
managerial class who have a good grasp of modern technology,
organisation, finance and marketing. This would be a very special

breed of men and womene.

In a modern economy, the divorce betwecn ownership and
control of industry has often been noted. That is, the man with
marketzble idcas may not be the man with the finance to implement
the idcas . Onc way out is for the man of ideas to marry & women
of means. Hopofully ne cer put hLer m-ney or. more likely. her
father's mcney, to morv productive u&es, and thercdby, increase
the GNP, The more realistic wny is to develop 2 money market and

to provide Government finance to small industries with good

potential. Some government assistance in acquiring patents nct only

1ocally vat ~lso .o Avicle Ay oo helpful in this.

May I thank you for the kind honour this evcning and
wish you all a pleasant time?
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