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In last year's Budget, Defence Expenditure did not oocupy

a prominent position. Although the Republic had been building

its Defence forces sinca 1965, the first announcement of British
. withdrawal plan oalled for no change in the Republic's Defence

Programme as the assumptions cn which plans were based took intc
account the probability of total withdrawal of the British

presence by 1975. It was proposed to expand our Army to seven

Infantry Battalions. These with their supporting arms and
services will provide the elements of two Infantry Brigades.

Last year I waas able to make the following remark in my Budget
|

statement i~
wprovided that there are no further changes of mind
on the part of Her Majesty's Government the build-

up of our Defence forces on land will continue as

plannad.”
The reservations conteined in the proviso struck an
aminous note at that time and unhappily the fears on which

they rested were realiscd. The accelerated withdrawal plan

has totally upset the assumptions on which the first Dafence
plans were made and 11 was thorefore necessary to revise and - .
draw up an eﬁtiroly now plan. From time to time, HMinisters
of the Government made public statements about the build-up
of this or that element of the armoed servicos, I mysclf made

a forocast last August that there will be a very substantial
increase in the Defence Budgot for the coming year. I montionod
a figure of Defenco axponditure reaching 10% of gross national

product, ar a result of which tax increases woro hardly

avoidablos
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It ;srcléar that this Qony large And rapid increase in
our Daefonce expunditure scts the  predominant thomo iq the
Budgot. In.a closcd totalitarian systom, it is possible to

incur expenditurc of this sise in secrot without any need

for a public oxplanation how the money is beiﬁg spent. In

an open Parliamentary system such as ours, it is not possible

to conceal axpunditure increases of this magnitude. Nor is it

dosirable to do so. Our young men ars boing conscripted by

‘the thousands into the Defence foroes. Soon taxpayers will

be asked to pay more. Obviously the public has a right to

know what we aro epending the money on, what they can expect

to get in return for it and whether they are gotting value for

their money.
I will 2eal with the Dofonce build~up taking eaoch of the

three services in turn. I will etart with the Navy. Our

original plans made no provisions for naval expansion (until
the early'1970's) nor for that méttdr for the oustablishment of

the Air Force this year. Obviously with ths end of British

protection in three yoars' time, no time should be lost in

creating those services.

In the case of the Ravy, the first phaso of development

is envisagocd tb take the form of establishment of a forcc of

g8ix patrol craft. Orders for these have been placod in June

of this year with Vosper'as. Two will be constructed in Britain

and four in Singapore. Delivery will commence in the middle -

of 1970 and will be comploted beforo the ond of 1971.
Peﬁding the arrival of these craft the present naval

offort is confinod to training of personnel. Four naval

officers are undergoing training in the Unitod Kingdom with

the Royal Navy and four in Australia with the Royal Australian

* Navy. A school of naval training was establishcd on the 15th

November this year and the first intako of recruits wili commonce
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training in February 1969. This will bo concerned puroly

with traininglbf soamen, navigation, care of ships and so on.
Naval crew who will take charge of radar, or mechanical oquipmont,
will receive thoir S;;io~training in the training schools

of the irmed Forces dealing with theso subjucts.

The establishmont of our Air Force is proceeding apace.
Fiftecn young men selected by a rigorous procedure out of .
several hundred, are now undergoing training with the Royal
air Force in Britain. 4 further four are doing helicopter
training in France. This month another five pilots are going
for tragning in the U.K. and more will bo sent there next yeear.
On their return they will be attached to the Flying Training
School in Singapore which will turn out the additional pilots
required by our Air Foroce.

The Air Force requires not only pilots but alao ground
crew to service the aircraft and technical and operational
teams to operate radar and air defence systems. A Teghnical
Troining School will be established to train such porsonnol
and the staff of this sohool is now being trained overseas in
meohanical, elootrical, eloctronic and cther trades,

The Republic's iir Foroce will bo operational beforo the
end of 1971 and it will consist of squadrons of Cossnas,

Jot Frovostis, Aloutte Helicopters and Hawker Hunters. The

fessna serves as a primary trainer. It can also perform the
role of spotter aircraft. The Jot Provost is the basic jJet
trainer. It can double~up for counter-insurgency operations
and for ground attack, Alloutte Holicoptors are capable of
performing a variety of useful duticvs. The Hawker Hunter

is an intorceptor aircraft which can be used also in ground.

attack operations. It is a fine and versatilv aircraft.
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Ordora for all these aircraft togothor with the slectironic
goar ad weapons systems have been placed and delivery will be
effectad over the next two-and-a-half ysars. The task of
building an Air Force from scratch is an exactiﬁg one. We are
indecd fortunate to havc the whole-hearted assistance of the
Royal Air Force. The Singapore Government is also fortunate
to be able to secure after his roetirement from the’Royal Air .
Forco in February 1969 the sarvices of Air Marshal Sir Rochford .
Hughes. 8ir Rochford Hughes currently the Air Commander of the
Far East Air Force has a long and distinguishad career as an
Air Force Offiour and we can have overy confidence that with
his advice and guidance the Republic's Air Force will be ane
of high quality.

I now turn to the expansion of the Army. This was the
first arm of the survice to be expanded after independence.
The prescnt statse

The build-up is proceeding satisfactorily.
of the Army is as followa. Wo have increased the numbor of
Infantry Battalione from two in 1965 to five to-day. Two of

the Battalions are fully’operational. Another two are in an
advanced stage of training and will be fully operational by .
the.middlo of next year. The fifth Battalion will be operational

in December next year. Next Maroh the sixth Battalion of the

Singapore Infantry Regiment will be formod.
I wish to mention here that the two Battalions wa inherited
are not just rotained in the condition that we found them.
The 1st and 2nd Battalions of the Singapore Infantry Regiment
are being reconverted into the new battalion structure using
pew weapons and manned by National Servicemen. Regular soldiers

of the two Battalions have been distributed to other units of

the Armed Forces.
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The control .;md command of the Battalions are vested
in a Brigade Headquarters established in October this year.
It is now fully operational and a second Brigade Headquarters
will be established in the middle of next year,

Infantry Battalions have to be served and supported
by other combat end technical units. An Artillery Battalion
has been established and has veached an advanced stage of
training. It is expected to be fully operational by the
middle of 1969. A second Artillery Battalion will then be
raiged. These Battalions use the 120 mn mortars which
provide close fire support for front line troops.

One Battalion of Combat Field Engineexns raised this
year will be fully operational by the middle of next year.
The Engineers will perform the convontional roles expected
of such nnits, that is to help in infantry assault by
breaching all types of obstacles including mine~fields. They
will also have other capabilities such as providing for river
crosging, carrying out all types of demolition missions,
constructing fortifications and so on. The Signals Battalion
has been formed and is functioning to provide communicationa
botween tha higher formations and headquarters. All units of
the Singapore Armed Forces are equipped with the most modern
signals e@uipment available.

In addition to the Battalions which are performing
full-time military duties, we have units of the Poople's
Defence Force. The PIF as everybody knows consigtsof civilians
who give up part of their time after work or.during periods
of leave for military training. A&t present the FDF is
organised into three Infantry Bottalions with a fourth to be
raised early next year. Their present functions are confined

to internal security duties. A PIF Engzineer Battalion also
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exista and i{s trained in the rumming of essential civilian
services during an cmergency. The command and control of this
PDF unit is vested in the Brigode Headquarters which has ‘been
set up.

The units which I described hove been raised in
accordance with the original expension plan for the Army and
according to the same time-table. However, as a result of
the accelerated British withdrewal, it has been found necessary
to increase the force ctrength of the Army in 1971. In
addition to the two Infantry Brigades, it is proposed to raise
an Armourcd unit coneisting of tanks and armoured cars. The
preparations for reising this Armoured unit are at an advanced
stage. Orders for the vehicles have been placed and @& nucleus
of officers and technical crew for the unit is now being trained
in the Ieraeli School of Armour. The main strength of the unit
will be drawn from officers and men to be trained in the School
of Armour which we will establish in Singapore. The Armoured
unit is expected to be fully operational by 1971.

One noteworthy feature of the expansion of the Army
vhich has not drawn public comment is that the entire body of
Officers and Non-Commissioned Officers are staffed by our owm
citizens. It looks to us as a natural occurwcnoo, But if we
compare our Army vith those recently raised by many developing
countries, we will notice that many of their defence units are
staffed with substantial forces of expatriate officers and
tochnicians. In our case, apart from 23 members of the Israeli
Defence Mission, serving as instructors and advisers, and,
at the end of next year, Sir Rochford Hughes, the entire
Defence establishment is staffed by our oﬁ officers at the .

higher cchelons.




This satisfactory outcome is the result of a sound
syetom of training institutions which had been established
and is even now being rapidly expanded. The Singepore Armed
Forces Training Institute - BSAFTI ~ provides thc mcjor
effort. In addition to infantry training up to platoon
level, it is now giving advanced training to officers at
company and battalion levels as woll as speclalisod training
in support weapons and military wmedicine.

In addition to SAFTI, a School of Artillery has been
cetablished as well as a School of Field Engineers. These
are attached te the respective battalions. Training activities
are also carried out to provide various technical personnel .
required in an armed force. A School of Elecctronics will be
formed in 1969. Already in existenco are a School of Catering,
a; School of Drivers, a Bchool of Provost and believe it or
not, a School of Militawy Accounting. The PDF training centre
has becn established and it rTuns courses throushout the year
to upgradoe PDF officer and NCO cadres.

The abuve briefly outlines the expansion of our
defence forxces up to 1971. It will be a costly undertaking,
tae annual cost in cash terms reaching some 10% of ocur
current gross national product, or more than 300 millions.

I have come across two reactions to our defonce
build-up. A4e they seen widospread and further appear to me
to rest on incomplete understanding of our defence effort,
it is vorthrhile to dwell at some length on them. The first
takes the position that Singapore, being small in population
and in land arca, is incapable of defending herself against

armed attack by countries bigger in size. The other point

of view acouees us of arming ourselves in a precipitate




mamer and to an extravagant degree, I believe neither of
these viows is coxrect.

The firat view regards building of the defence
forccs principally in torms of its nation-building value.
Youths are conscripted into the army by national service
and are brought topether in a colloctive life. They have ‘
{nstilled into them certain wvalues of d&iscipline, loyalty, .
leadership and other useful qualities. While in no way
denying the real worth of the nation-building functions of
the defence build-up, I would like to say that theso poople
overlook two important points. The first is that vo arc
not creating a large body of enthusizstic cmateurs. On the
contrery, we expect sur soldiors in all units and at all
levels to attain the hizhest professional standards. The
rigorous training systcms created with the advice of the
Israeli Defence Force mission ensure that they get the best
training possible. Further, members of the armed forces
are equipped with the best weapons money can buy.

The same holds true of commnications equipument,
transport and other logistic requircments.

All these proparations will emsure that we have
adeguate firo—powar,'mobility and professional skill. The
second point overlooked by tho pessimist is that the full-
time units of tho army — in this case, two infantry brigades
and one axmenp2d unit operational es from 1971 - do not
represent the total potemtial of our army force strength,
or "Order of Battle" as the professionals call it.

This is the result of National Service which
allows us to have 2 comparatively emall full-time army

thile building up a reserve army of increasing size in

thoe course of time. It works out this vay. The national
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sarviceman, after serving two years in the army, leaves

the full time army and takes on 2 civilian occupation.

He is, however, liable for the reserve service for ten
years.. During this period of reserve service he will be
called up for full-time training one whole month sach year.
This enables us to build up reserve battalions as national
gervicemen leave the active battalions on completion of their
two yéars' sarvice. All that is nooessary to establish these
reserve battalions is to store up weapons, equipment and

transport for these battalions as well as maintain a nucleus

of regular officers and mea. The bulk of trained personnsl

is provided by reservists. An infantry battalion in full-time
service would reproducé itself every two years into a reserve
battalion. Similarly, elements from the armoured unit,
artillery, engineer battalions and other units will also be
released into reserves, thereby creating a complete infra-
structure of fighting units in the reserves.

The complete cycle is 12 years, with national
servicemen doing full-time service for two years and ten
yearsas reservists. At the end of 12 years from the beginning
of national service, that is, in 1979, thirty infantry
battalions would have bsen formed as reserves. In other
words, by 1979, under the prosent rate of enlistment, we
would have available on immediate mobilisation, forty-five
thousand well-trained soldiers. ‘

This is 2 substantial force by any standard. It ..4
should be adequate to protoct Singapore against any fore-
seeable military threat. To give some idea of the socale of
opsrations which our army can eventually undertake, let us
consider the Japancse assault of Singapore during the
Papific War. The asszult wns ocarried out by three Japancse
Divisions. The 5th and 18th Divisions 1anded at Pasir Laba and

Lim Chu Kang whilst the Imperial Guard Division landed
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to the left of the 5th Divieion, the front extending to

the causoway. Un.foﬁ:unutely for us the defending troops
in Bingapore, consisting mostly of conscripts and

regulars of other countrios, did not put up a distinguishod
performancc for reasons which nced net detain us here.

If we had at that time forty battalions of our owvm, I have
little doubt that the Japanese army would have found the
going a great deal harder. Of course thie sensible thing
to do, if there is to-day a repetition of an offensive

of this nature against Malaysia and Singopore, is to send
our troops to fight on the beaches of Kota Bahru and by

the Slim River alongside Molaysian forccs rather than

wait for the invading amy to rcach the causeway. This
rather fanciful illustration created from past history
serves to underline what has been said of tho indivisibility
of the defence of the Peninsula and Singapore.

I now turn to the other criticism, namely that
we are arming ourselves ot toc rapid 2 rate. This poict
of view is quitc easily disposed of. At present only 20%
of national servicemen are sclected for full-time service
in the Armed Forces. Even with the expanded Defence
programmo it is unlikely that the percentage of intako
into full-time service will substantially increase.
Further, the build~up of the army strength takes the form
of increncscs in roserve battalions. These increases take
place in gradual moasurcd steps, quite the rcverse of the
procipitate action ve are accused of taking. It will not
be until 1979, that is tho cnd of the next decade, that
we would reach the full potontial of the oxder of battle.
This assumes of course that we will continue ic provide

woapons, equipment and transport for each and cvery reserve




battalion. We shall certainly do so in the next few years

but whether = should acoummulate vast stores of military -

bardware Tight till 1579 is a mattor that can be decided
in the light of circumstancec prevailing. By the same
token we are also keeping our options open for faster .
build~up should this prove necessary. ith the training
units and the know-how that is being rapidly acquixed we .
would havs tne capacity btefore the end of 1971 to vary the
rate of oxpansion to such levols as may be judged
appropriate, taking all prevailing circumstances into
-consideration.

I mentioned a short while ago the kind of attack
wnich ouxr Armed Forces in co-operation with the Melaysian..
Forces would be in o position to repel. This would be”
approximotely the kind of effort mounted against us by the
Japanese in the Facific War, that i an invasion force
conasisting of three to four divisione which in itself,
roquired a tremendous logistical affort. However, if a
really major threat dovelops, say an invmeion by 50
divicions or a threat to deliver a nuclear attack, then |
a situation ariscs vhigh concemms not only ourselves but
all the major world powers. An assault by 50 divisions-
or a nacloar threcat can only be mounted by a super-power

or by countries neting with the comnivance and support of

& super-power. 4&s such, other super-powers will be drawn -

in and the resolution of a conflict of this scale will

rost with ths giants. . ' (N
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So far, I have discussed one aspect of the impact of
the British withdrawal, that is, the need for us to increase
our own defence capability in a very short time. The second
oonsequence which we have to face relates to the decline in
gross national product and the logs of semployment of large
numbers of people. I want to go at some length into the
number of locally employed civilians and enlisted personnel

who will be laid off as a consequence of British withdrawal.

I am circulating a Table for the information of Hon.
Members as the facts are best set out in this form. I would
like to say at the outset that while some of the figures ars
very accurate, others are not so. For instance, the numbar
of civilians employed in the Armad sarvices and the number of
looally onlistad porsonnal are dorivad from accurate raoords.
On ths ofhor hand, the numbor of domostic sorvante amployed
by British sorvico families is very approximatec as no

rogistere aro maintained in ragpoct of tham.

BRITISH WITHDRAWAL

Locally omployad civilians and porsonnal

Apr. Dac. Dac. Dcc. Dac. Dac.

1967 1967 1968 1969 1970 1971

Locally ongaged 25,600 24,000 19,000 16,500 11,000 Nil
civilians by
tho Armed
Services

Locally engagod 4,000 4,000 3,200 2,700 2,200 Wil
civilians by
NPBW, NAAFI,
AKC, otc.

Locally anlistad 4,550 4,350 4,100 3,200 2,300 Wil
porsonnol

Domastic sorvants 8,000 7,200 5,800 4,900 4,000 Wil

Total 42,150 39,550 32,100 27,300 19,500 Wil

som=n ==snz=ma =pa=3B= =ZRIET =anEeR o=z
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In April last yeor, there wore somo 42,000 persons
employed, and by the ond of this yaxr we ostimate that
10,000 womid have lost their jobs., Of this ten thousand,
3,000 ara thosc engaged in the Nawal Dockyard and re—-engagoed
by Sembawang Shipyard. Therofore, tho number retronohed eo
far is only 7,000. Roxt yoar will sue 2 further retrenchmont,
but nct in substantial numbers - around 5,000. The following
year 1970 will see¢ a larger declinoj =nother 8,000 or so.

But the real crunch will come in 1971 whon 13,500 perscns of
all categorius would have beon declared rodundant on the
closurc of all Sorvice establishments. The annual redundancios
differ oarlior this yesr when,in the absence of accurate dats,
I had assumed a constant rate of rundown. The British time-
tablc is now mada up. The rundown bogins at a slow pace until
the last yoar. Accordingly the countor-receasion programme
outlined earliur neods to be roviscd.

So tha year 1971 frem all accounts will be a2 difficult
one, and it is well that wo lay up a atore of fat to meot that
loan yeara Wo have undeortaken a number of moasuros which are
intended to help redundant base workers. They include the
Central Provident Funi schaome into which all gratuities are
derosited and from which rugular amounts can be drawn out,
so that the rodundant worker can have a longer period during
which to find work and adjust to the newfituafion. We have
also introducod 3 training schemo to fit thom for now occcupations
in industry. It is obviously not possible to ensure that‘oach
and every redundant worker finds a job congoni2l to him. Nor
is it possgidble to deal wifh-redundant wor?ers individuﬁlly.

The problem is too large for an approach of this kind.
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The bast guarantee that adjustment to new conditions
will be»both prompt and painless js to ensure a sufficiently
fast growth of the sconomy. With such economic growth, there
will be & riging demand for all categories of workers, an@
within this rising demand there Will be more opportunities
for redundant base workers to find new jobs. This leads me
o disouss the general economic conditions now facing us and

the immediate prospecta ahead.

State of the Economy

The economy has had another good year. Trade continues
to expand. Port activities, therefore, remain at a high level.
Manufacturing output and sales ara up bocause the productive

capaocity of the industrial sector has bean anlarged. Comstruc-

tion too shows good progress and all in all thero is satis-

factory all-round growth.

Praliminary ostimates of gross domostic exponditure
for 1968 indicate that the oconomy has grown by 7.7 por cont
ginco last year. GOross domeptic exponditure is estimatod at
$3,850 million. With population growth avaraging loss than
2.0 per cont this yoar par capita, gross domestic oxponditure

inoreased by nearly 6 per cent to a level of $1,940.

Bconomic growth is associated with the rate of
investment in fixed assets undertaken by the economy. It is
particularly gratifying, therefore, to note that this year,
gross ocapital formation or total investment has increased by
17.0 per cent over 1967. Total investment this year is
astimated to be $606 million, 28 compared with $518 million
lagt year. Its share in groas domestic expenditure increased

to 15.7 per cent from 14.5 per cent in 1967.
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The good performanca of the sconomy is reflooted in
no small measure in the upward surge in trade. Total trade-
for the first nine months of this yoar was valued at $6,720
million, up 14.5 per cent from the corresponding period for
last year. Exports totalled $2,880 million and imports
$3,840 million. Cargo handled at the harbours reflect this
inorease in trade activities. From January to Septembor this
year, a total of 26.5 million froight tons wore dischargoed
and loadcd at tho ports as comparod with 22.6 million froight
tons for tha samo poricd last yoar. This roprosonts an
incroase of 17.4 por cont. Roflocting this inorcass, more
ships called at our ports. Up to Soptombor this yocar,

11,600 vessals with a total tonnago of 47 million tons had
callad at Singaporo. This was an inoroase of 15,0 per cent
and 11.5 per cent respectively over the corresponding period

for 1967.

The expansion in trade is partly the result of
continued growth in the manufacturing sector. As the manu-
facturing sector grows, it requires more raw materials, plant
and machinery, to be imported. Similarly, as the industries
mature, they too export more and more of their ppoducts. The
quarterly index of industrial production for the firet quarter
of this year stood at 121.3 and for the second quarter at 129.4.
For the third quarter, it rose further to 131.4. The average
for the whole of 1967 was 111.1 and the base ysear for>the index
ig 1966. As at the end of June this year, there were 174
pioneer firms in produotion, an increase of 47 firms over last
year. These have a total investment in fixed asseta of ;436
million and a oombined output of 8472 million. Invastment
and output incroased by 19.0 per cent and 64.0 per cent

respactivaely from the previous yoar. They employed a total
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of 18,780 workers, an inorease of 5,380 over last year. In
addition to these poineer firms already in production, there

are 56 pioneer firms in various stages of implementation.

Another indicator of increased commercial and
manufacturing activities is the eleotricity consumed by
industrial and commercial enterprises. This has gono up
from 521 million Kwh for the first nine months of 1967 te
659 millibn Kwh up to September this year, an inorease of
26.5 per cent. To meut the increased demand for electricity,
a new power station is being conetructed in Jurong with an
eventual capacity of 480 megawatts, or slightly larger than
the present total installed capacity of 464 megawatts. The
first phaso will be completed in June next year when a 120
megawatt generator will be commigsioned. & second 120
mogawatt generator will go on stream in April 1971. By 1974,
the total installed capacity in Singapore will be 944

megawatts, more than four times the 202 mogawatts in 1961.

Bgilding aﬂd construction too ars making good
progress. Commancement of now buildings, however, has slowed
gomawhat. In tho first half of this yoar, 6,140 units ware
commenoced as opposed to 8,320 units for tha firsi balf of
1967. The daclinc was mostly in the public sector. In terms
of floor area however, there was only a 3.0 per cent deoline,
from 6.7 million sq. ft. to 6.5 million sq. ft. But in terms
of value, which is really what counts, there was actually an
increase of 8.8 per cant. The value of the buildings
commenced in the first six months of 1967 was £72 million as

against $78.3 million for the same period this year.




Tourism, to00, is having its day though the rate of

increase in arrivals is only a shade of the previous year's
spectacular increase of 70.5 rer cent. Nevertheless, total
arrivals of passengers by air and sea to Singapore numbered
© 181,57C up to the end of Sertember this year, up 25.3 perxr
cent from the corresronding period of last year. This is

likely to be the more normal rate of growth in future years.

At present, there are 58 tourist Lotels with 2,570
rooms. The ocoupancy rate is 83 per cent. 18 new first-
class hoteis are also being built. These, waen completed,
will add some 6,0C0 rcoms to the current stock. Six of the
hotels are expected to be completed by enq7{969, increasing
the availability of hotel rooms by 1,610. With all these
facilities, accommodation will not be a bottleneck constricting
the inflow of tourists in Singapore in the coming year.

Symptomatic of the level of well-being of the economy
is the rise in bank deposits. At a time when the international
economy is beset with'monetary crises, when sterling, the U.S.
dollar and the French franc are being attacked by speculatars,
bank deposits in Singapore continue to inorease, from $1,650
million as at the end of September, 1967, to $2,105 million
as at end of September this year, up 27.3 per cent. The
large increases in bank deposits month after month since June
1967 could not possibly be due to the expanding econory alone.
Inflow of funds from abroad is possibly an important contri-
butory factor. If this is so, it is a cogent reflection of
the confidence that people have in the currency of Singapore,
and in the final analysis, it is a vote of confidence in the

stability and strength of the Singapore economy.
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Future Prospects

N Lasgt year, our eoonom& was considerably boosted by
panic capital from Hong Kong and a good proportion of this
year's crop of new industries represents the fruition of this
capital inflow in 1967. But in the next two years, the boost
to our manufzcturing sector will come nct from Hong Kong
capital, but from American capital. As Hong Kong recovers .
from its pelitical troubles of last year, the number of
panic enquiries has also tailed off. Kowever, Hong Kong
interest in Singapore remains at a gratifying level. Projeots
in the pipeline represent genuine investment in searoh of
profif oppo;tunitiea. Investment of thie kind is likely
4o be more productive and more enduring.

Although our investment promotion prograhme in the
U.S. and Burope is still in its initial stages of development,
the results are encouraging. Large international companies,
mostly American, are increasingly becoming aware of the
advantages that Singapore offers to investors. Amongst the
factore that they find ettractive are our political stebility,
tne national determination to work and cvercome problemq as
manifested in tne general acceptance of the new Enpl oyment
Act, our price and wage statility, & sound currency, &
strategic location, an hounest administration, an abundance
of intelligent, educated and adaptable workers, high labour
productivity and excellent transport facilities. -Ho less
important are the investment and export incentives provided
in the Economic Expansion Aot. Also oapital is available in
abundance and on good terms. These ingredients for éuccess
have been confirmed by the weli-known U.S. independent
business consultants, Business Internationel, who in their ‘.

“Report to Managers of World Wide Operations" in February

1968, rated Singapore as an excoellent place to do business.
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The American companiss are particularly interested
in two fields of aotivities in Singapore. First, there is
a group of companies like Caterpillar, Allis Chalmers, and
International Minerals Corporation, which are keen on using
Singapore as a distribution and assembling base for South-
Bast Asia. Other American companies like Santa Fe-Fomeroy,
Dillingham, McDermott and Procon are also interesteﬁ in
ucing Singapore as a supply and fabrication base for oil and
mineral rescurces development rprojects in this region.
Singapore can provide all the necessary engineering and
supporting services efficiently. This would not only
benefit the large international companies but also the
neighbouring countries as tae provision of an efficient
supporting base could accelerate their development programmes.

Secondly, there is the group of companies interested
in manufacturing a wide range of slectronic components,
electrical appliances and other instruments. These companies
include National Ssmiconductors Corporation, Texas Instruments
and Continental Devices. All thres are American companies.
These are very substantial investments and will employ large
labour forces.

In addition to what have alrsady been mentioned,
there are cther projects involving international consortiums
for the develorment of retrochemicals, steel, paper and
pulp, and fertilisers, watch-making, construction of fighery
vessels and othor specialissd snips and marine structuras,
prefabrioated houses, internal combustion engines, farm
implements and machine tools. host of thesz projcots should

get off the ground in the next two years.
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In sum there are enough industrial investment
prrojects in the pipeline to keep the economy going at a
brisk rate the next two years. All this will make it easior
for redundant workers to find new omployment than would
otherwise be the case. In my previous Budget Statement I
commented on the need to establish new institutions to
strengthen the industrialisation programme. In my series of
broadcast talks last April, I elaborated upon the thems.

The proposal was to set up three new institutions.
Two grew out of the Economic Development Board; the third
is an entirely new project, an international trading company.
411 these three institutions have been launched and it seems
appropriate on this occasion to report on progress achieved.
The Development Bank of Singapors which was formed to take
over the financing functions of the Economic Development
Board has been successfuily launched. It was formally
incorporated on July 16th, 1968 and commenced operations
on the 1st September. The staff of the Bank was drawn
initially from the E.D.B.

In addition to financing purely manufacturing
undertakings, the Bank's financial scope extends to inclwde
tourist and estate rrojects, the latter relating mainly to
projects established under the urban renewal programme.

The Development Bank has taken over from the Economic

Daevelopment Board its entire loan portfolio. This includes

loans to small industries advanced by the Light Industries
Services as well as special loans for ship-breaking operations.
The amount of loans transferred to the Development Bank comes
to $48.9 millions. 1In addition some 330 millions worth of
loan committed by the Economic Devel opment Board has been

taken over by the Bank. The transfer of loans from the




E.D.B. to the Bank is a comparatively simple operation.

The position in regard to equities, that is sheres
in industrial venitures owned by the Economic Development
Board, is more complex because of problems of valuation.
Where the share is listed in the Stock Exchange, a clear out
basis for‘valuation exists, though the trouble is that prices
fluctuate from time to time. Where sheres are not listed it
is not easy to find a mutually acceptable price. In the
event, it was decided that the entire equity holding of
the E.D.B. should be taken over by the Governmant. The
Government will similarly undertake to pay up the balance of
equities which were partly paid. The value at cost of these
equities comes to $25.2 millions with a further %43.4 millions
equity capital to be paid up. In addition to these, there
are a mumber of equity commitments made by the E.D.B.,
paid-up capital of which has not been called. Such equities
will be taken over by the Bank and the value of these
equities comes to $8.5 millions. In addition tﬂe Bank has
taken over guarantees made by the E.D.B. on behalf of
manufacturers making purchases of plant and eqﬁipment.

The value of outstanding guarantees as on 26 November, 1968
is $14.1 millions,

The Bank has a total paid-up capital of 5100
millions. An invitation to subscribe to this capital by
rroviding subscription to local banks and financial
institutions as well as by public invitation was over-
subscribed. In the allocation of shares to the publie,
special consideration was &iven to small investors and
all applications of $2,000 or less were accepted in full.

As regards the Bank's future operations the
Government will extend to the bank credit loans of 330

millions in the first instance and another $50 millions on




exhoustion of the first line of credit. Intorest will be
at a rete of 45 por anmmum. These funds will be used by
the Bank to cxtond loans to industries at a rate of
interest not exceeding T%.

The Bank will also raisc zdditional funds from
localy foreign and intcrnational institutions. These
operations of the Bank will be governed purely by
commercial considerations. & high level technical team
from the Investment Bank of the German Federal Government,
Kreditanstalt fuer Weideraufbau (KFW), arrived in Singapore
last month to advise the Bank on intornal organisation and
in the formulation of its operating policy. The KFW team
atayed in ‘Singapors for three wecks and has submitted a
Preliminary report.' The German Investment Bank has also
been asked to assist the Bank in the initial years by
seconding o number of senior personnel. The Chairman of
the Bank is ir. Hon Sui Sen who has rendercd such
aistinguished sorvice as Chairman of the Economic
Development Board, I have little doubt that under his
leadership, the-Bank will grow into a powerful institution
for pronoting economic development in Singapore.

I now turn ts the second institution, the
International Trading Company or INTRACO, to ugse its
registered nome. The Company was incorporated on the 5th
November, 1968, With. an authoriscd share capital of 50
million sharcs of one dollar cach, of which 20 million
shares are being issued, only 50¢ per share is being called
up immediately. *

Intraco will be jointly owned by the Government
of Singapore <7ith 6 million shares, the Development Bank
with 3.8 million shares and the private scetor with 10.2

million shares. The private scctor allocation has already
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beon over-subsoriboed,

Of the thuvu wlitutions, $ds vould be the most
complex, difficult and cliallonging undertaking, thile the
Development Bank nnd the Jurong: Town Corporation were
built on the foundation of s0lid achievement of the
Econcmic Development Board, Introco Las to blaze its own
trail not in Singaporc but in the osuteide world. It has
to meet ficree intermctional competition from all quarters
in promoting the expoxrt of Singzpore's soods. This is not
a teek that con ho accomplishied overnight and the directors
of Intracs havc igely decidoed upon 2 phased progracme,

The Company is sbill in ite irfent stuges andits future
Progress will nc doubt be watcuad +itn interest.

The third ingtitution, the Jurong Torm Corporation,
takes over from the E.D.B, *hc omership and management of
the industrial cstate in Ju;ong and six other industrial
estates, at Kullang, Tiong Bahru, Kampong fupat, Tanglin
Ealt, Kallang Fark and Tanjong P, The numbor of factories
in production an the Corporation's land totals 293 at the
last count at thc end of October 1968. Thoy gave cmpioyment
to more thon 21,000 persons and involved a capital invostment
of $588 million. Ir eddition, the Cerporation runs a numbexr of

a
other enterprises. It oing 33450 flats/“T;] shiophouses in
Jusong., The flats have an oceupaney rate ot more than 99%.

In other worda, they are virtually full up. There is, in

fact, a shortage of nousing in Jurong and somce 1,384 flats

are under constmuction, some of vhich will be ready for
occupaticn in the middle of next yeasr.  As 2 result of
industrial imvesiment reaching a rate hich oxceeded planning
expectations,.therc is aleso a shartage_cf a&ailuhle factory
space. To mact tnis excoss dermand, 9 blocks of flatted
factories are under construction with a total floor area of

more than a millicn squarc fect,
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One of the major enterpriscs undertaken in Jurong is for
the construction of a new port there. More than $25 million was
spent for construction, with 3,000 feet of wharves and various
facilities for the mechanical handling of bulk cargo. The
increase of cargo handled in Jurong since the completion of
the wharf hxs dbeoen satisfactory. In 1967 the volume of cargo
handled reczched 342,000 tons. This Yyear from January to
November, 478,000 tons of cargo were handled, in addition to
121,000 heads of livestock. This lattor is a dirgct result
of tho establishment cf the Jurong abbatoir.,

Some provloms remaining to be resolvad in Jurong in
addition tc the preparation of more fuctory sites and dwelling
housos, it is nacessary to improve soeial amenitics there.

The Corporztion is taking cction to do this. One of the

more pleasing outcomes of the ostablishment of the Corporation

is a comprehonsive roview of the accounting system. The new
system of accounte enables a separate assessmont tc be made

of eaéh operation of the Corporation as rcgoards its profitability
determined on commercizl principles. It wzs a plsasant surprise
for me to discover that after 2llowing for an adequate rate cf
depreciation of assots, the overall return on capital invested
by Government in Jurong industrial infra-structure comes to 3%,

I had fearod 1 lower figure, c¢ven a loss. This outcome reflects
credit on the land =nd lozse policy of the E.D.B. In future yoaors,
We ca2n oxpect the revenue accruing to the Corperation to

increase both with the increasing number of industries as

well as increases on the lease Paymonts. Eventually, we

a
should get/return of some 7% or 84.
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Estimetes, 1969

I now turn to the Estimates bufore Parliament.
Last year I promised that I would eirculate a Treasury
Paper cach on the Ordinary and Development Estimates
setting out in detail, under cach Head and Subhead, changes
in such expenditures and the reasons therefor, Thege two
Treasury Pagpers are now before tho House and provide all
the details required. This arrangement will allow me to
comment on the Estimates in broad terms and avoid a tedious
enumeration of figures. Those‘who want particular details
can refer to the Treasury memoranda.

The first major change in ths presentation of the
Estimates is the change in the basis of the financial year.
Since living recolleoction, the financial year in the Singapore
Government accounts has been the calendar year. It is now
propoged to take the financial year as the period 1st April
of one year to 3lst March of the following year. There is
an advantage in so doing. It Will be possible under the
new arrangement to give a proper account of the functioning
of the economy during the preceding calendar year. At
present Members would have noticed the rather sketohy
manner in which economic performance of the Republic has
been reported in annual budget statements. Statistical
rocords of foreign trade and caleulations of balance of
Payments and national income aggregates are made in terms
of calendar years. Putting the start of the financial
Year forward by three months should enable us to obtain a
Proper account of thase useful statistical aggregates.

The effect of this ohange in the Estimates is

greatly to complicate tho presentation in this and the
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next budget. The figures in the Estimatos befcfe the House

relate tc a period of 15 months whereas the figures with

which comparisons arc made, that is for the calendar year

1968, cover a period of 12 months. However, this complication

will not arise in the Tinancial year commencing April 1971

and thersafter. For porposes of comparigon in my address,

I will not take tha amounts entered in the Estimates, that

is, the 15-month totzls, but the annuel total so that a

meaningful comparison with 1963 can be made.

Ths substantial increase in Defence expendd ture
has affacted the entire financial policy of the Oovernment.
In order to finance this expenditure, the CGovernment has
adopted the following policy:-

(a) As far as possitle, sdvantage is to be taken of
deferred oredit payments from suppliors of cquipment.

(b) Full advantage is‘to be taken of the British defenoc
eid proposal which offars a total amount of £50 million
in soft loans and grants for the purchase of goods and
services from Britain, both for defence and for non-
defence expenditure.

(c) As far a2s possibla, non—defence expenditure wus to be
resained at existing levels, increases being allowed
only for normal znnual szlary increments znd for new
proposals whioh have exceptional merit.

(d) In spite of savings produced by stringent economy and
by recoursae to credit payments and British aid, it
has beon proved necessary to introduce new taxoes and
to increase the rates of some cxisting toxes.

Certain Ministric<s a2nd departmentis which provide

goonomic services, for instance, the Telecommunications




Department and the Civil Aviation Departmsnt, are to be
given normal additional expenditure required to meet
demands of normal growth. Similariy roevanus-producing
departments are allowed reasonable increases in staff.
Apart from this, any increase in expenditure will be
sanctioned only if the Ministry concernad can offer offset

. reductions in other items of expenditure,

) If the total Defence budget to be incurred in the
calendar year 1269 were to be paid on the ncrmel Government
basis, that is, on a cash basis, a sum of $337.5 million
would neced to be provided. This refers to expenditure of
the Armed Forces alone and does not include Police and other
sxpenditure in the Ministry of Defence. This is a substan-
tial increzse on the $47.6 million provided for the Armed
Forces in the 1968 Estimates. I should, however, mention
that expenditure actually incurred on Defence in 1968 is
consgiderably larger than this.

Of the sum of $337.5 million, a part must be paid
in cash. For instance, the pay cf soldiers and payments of

contractors' bills can hardly be settled on credit terms.

The amount of such ezpendituré comas to $117.3 million. A
further sum of $156.3 million relates to purchases of weapons
and equipment for which recourse to credit is avaiiable.
Finally there is a sum of $63.9 million which could be paid
out of U.K. Defence Aid funds. These three components add
up to $337.5 million.

The financiul provision ragquired in the calendar
yeer 1963 to meet such expenditure comes to $205.1 million.
This is made up of inescapable cash expenditure cf 3117.3

million and - a further sum reprasenting advance payment
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on credit purchzses that have to be made in the calaendar
year. This includss payments on credits incurred in
previous years. The total amount of 3uch payments on credit
purchases comes to %87.8 million.

Of the total of $205.1 million, 2 cash liability
for 1969, 2157.2 million is incurred in respect of items
in the Ordinary Estimates and $47.9 million are gxpenditures
on development projects appearing in the Development Estimates.
In addition to thuse cash outlays, thuere is of course the
item I referred to earlier of $63.9 million, being purchases
of British equipment paid out of the U.¥. aid. This expendi—~
ture is entered not under the heading "Ministry of Interior
and Dafence", but under "Ministry of Finance". As a contra
item the same sum has been ontered as a revenue item. The
reason for putting it under the heading Bf the "Ministry of
Finance" is that payments for thess will have to be made in
the first instance out of the Consoiidated Fund and subse-
quuntly recouped from the U.K. Aid account. To ksep the
accounting of such transactions under direct supervision,
the unusual device of endoring the Defence expenditure
item under the Finance Ministry is resorted to.

It is not necessary for me to discuss non-dafence
expenditure at any length as the Treasury Papers give the
numerical details. The broad policy of kevping non-defence
expenditure, espocially that on education and social
sorvices, on a standstill basis has enabled most of the
substantial increnses in Defence cash expenditurse to be met
by the normal growth of revenue. The revenue for the
calendar year 1965 is estimated at 1759.2 million as
compared with the 1966 Estimates of 3646.7 million, an

L]
increase of $112.5 million. This increase results partly
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from increased revenue yields due to economic growth and
partly beéause the 1968 rovenue estimates appsar to have
been substantially under-vstimated.

. The curbing cf non-defence expenditure together
wifh the increase in the revenue yi:zlds has enabled us

very neerly to secure a balance on the cish revenue and
expenditure on the current account. Taking the financial
year of 15 months, that is, 1st January 1969 to 31st March
1970, expenditure is estimated at £1,024.9 million. Total
ravenﬁe almost comés up tc this amount, the shortfall teing
a mere 39.2 million. However, this does not take into
account the need to transfer monsy Irom current zccount to
the development fund, a practice which has continued without
fail since my first Budget of 1959. In recent years the
annual transfer is $30 million, and over the 15-month
period this would mean $37.5 million. Toking the shortfall
of 9.2 million and £37.5 million, there is a total sum of
$46.7 million to be met. I propose to raise this by
additional taxas estimated to yield §35 million for the

15-monthbperiod. The balance of $11.7 million can be met

by transfers from our reserves.

o e T [ it




Now Taxos
I new comz to the subjoct which everycne is waiting for,
ramely, the now taxes. Thaera has been a good dwal of speculation
about this and it hag begn nucassary for me to issue a clarification
to dispel unwarranted gloonm and to rsassure psople that the ncw
taxes would not have any cdamaging effect on investment incentives.
This, of course, is 2 sino qua non of cur cconomic strategy.
We try to got increasud.rov;;ue yiclds mecre by fast growth of
the sconomy. Even for the cowming year, o8 I have already oxplzined,
the groater cost of Dafenco exponditure will be pzid for, more by
increaseq reveﬁue Yielde duc to uconomic growth than by new taxos.
I have in mind soven now tax proposzls, three of them
involving incrcases or changee in existing rates of taxes,
four of them being completely new oncs. By spreading the load
over seven tax measures, we reduco the risk of adverse effasct
either on the economy or cn the revonus which might come aﬁout
by concentraticn on %ne or two items. ‘These now taxss will not
have the effact cf impairing incentives % cconomic devalopment
or lisccuraging and disrupting the flow uf foruign investmeht.
They have been so sclgectol that the least burden will fall con
the pooror section of the community. Tho four new taxes are
as follows :=
(i) A 10 por cent. levy on monthly chargss of the
Public Utilitics Board.
(ii) & small duty on liquid petroleum gas.
(iii) A 15 per cent. lovy on telcphons bills.
(iv) 4 15 pur cent. import duty on made-ugp
garments, exclulding furs.
As rogords old taxes, therc will be o changs in tho bagis
of valuation of motor vehiclesy a goncral rovision of stamp
Cuties 2nd an inerczse in the transfor foo cf motor vehiclos.

Let mc discuss oach of theso scven new tax moasures in turn.
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The levy on public utility sorvices surplied to consumers
will take offuct by legislation which will be introduced in the
House shortly. Thu lsvy will be collected by the Fublic
Utilities Bo~rd on bochalf of the Government. The advantage of
this arranéement is that no new machinery of tax colluction neeld
be omtablisho?, ond the additional cost of tax colloction is
virtually nil. Tho rates have becn so calculatod that familias
in the lowest incomo group will not bo affectud. Large numbers
of theso familics live in Housing Bo.rd flats and elsowhers and
their monthly bill Joes not exceed 810/-. No rate of tax will
be imposed on those whose bills Jo not excced $10/-. No 1less
than 58,000 consumers, that is, 25% of the total, fall in this
category. For thosu whose bills fcll botween $10 and $20 &
lower rate of 5 per cont is levieod. The number of consumers
involved in this catogory zmounte to approximately 73,000
thzt is, 32.p0r cent of the tetal. The full 10 per cent rate
will a2pply to housecholds whose monthly bills oxceed $20 per month.
This means that only the wealthior 43 por cent of consumers pay
the full rate.

This tax will apply to 21l consumers of public utilitius
with two cxccptions. Tho first 2ro the poor fomilies I refor to.
The next are industrics which dopend on power supply tc a
significant uxtent. They 2lready qualify for spocial incustrial
power rates. In order nct to roduce their coempetitive positicen,
I intend to exempt them from this levy.

The yicld of this tax is expoctad to amcunt to 811 million
for the ccming financial ye2ar.

It is necessary to protect P.U.B. gxs nnd elcctric supply
a8 a means ¢f fuol supply for cooking =n’ thercfore a compeneating
tax on liquid potroleum g-s is necosszry. A rate of threo cents

a 1b. will maintain tho competitive aovantagse of the differint
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sources of fucl at thoir oxisting lsvel, and it is cxpocted
that this will yicld $0.8 million for the financial year.

A8 from 1st January, 1969 subscribers to tho Singaporo
Telerhono Board will pay a tax of 15 per cent on thoir bills.

This zmounts to an 24ditional paymint of £27 a year by ocach
domestiic subscribor and $37.50 per linc por year for oach
business line. Ccllection will be undertaken by the Singapore
Telophone Board. Ths yield of tax is estim:tiud at $3.8 million
for the financial yoar.

Import duties are introduced on made~up garmonts for the
first time. It is quito amaging thnt whilc we are a substantial
supplicr of made-up garments t¢ the United States, Britain and
Western Burope, we continue to import vast quantities of made~-up
girments. Thoe value of annuzl imports comee tc mere than 850
millicn. Tho roceipts from those dutics arc sstimated at §12.0
million for the financial year.

There is, of coursc, no reason Wiy loczl consumers cannct
buy our lecally-manufactured grrments when .mericans, Swiss,
Englishmen and Eurcpeans are sitisfied with their quality. Ify
however, pacple still prefer imported clothes as 2gzinst locally-
made cloth@s, it is not unfair tco require them to muke a special
contribution tc the Defence effert.

I propose t¢ revise tho present system of cssessing the
value of motor-vchicles on which the alditional registration feo
is levied. fThe present busis of agsussment for impoerted vehicles
is 2 c.i.f. value and for locally-asscmbled vehicles the equivalent
of c.i.f, valuc. This lattar figuro is 2 notienal quantity and
is likely to be increasingly fictiticus z2s an increasing progportion
of vehicles ruzistored come from locil assembly plants. It is

therefore necessary to revisc the system 2nd adopt 2 more

realistic basis. With offect from today, ihe additional registration
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fee will Pc based on "open market valus'.

Under the "cpen markot valus" system, tho assessmunt is
based nct only on the C.I.F. but 21sc on other incidental costs,
such ng hanlling charges, advertisemcnt costs and agency
conmissicn. Genorally, the "opon market value” will bo betwaon
10 and 15 por cent higher than the c.i.f.

There have becn instances ¢f under declaration of c.i.f.

values by impcrters in collusicn with the suppliers, which has

"rosulted in an evasion of revenuc ccllucted by the Regisiry of

Vehiclos. The new basis of assessment ia in line with the
practice in Malayesia and in tho Custbtms Dopartﬁent.

The rcsult of this chango tc a more roealistic valuation
systom is to increasc slightly the additiunal tax payabla.

The inerenses are likely te range from 320 in tho case
of the cheapour vechicles to $180 in tho ciss of the more exponsive
onase.

Hitherts, locally-assemblud coummurcial vehicles and
omnibuses have nct been subject to tox. This wes becausc
until recently there wore no local assemblivs. It is proposed,
with offeet-frem today, to impose an 2d valersm tox of 5 por cent
on commerciil vehiclos 2nd omnibuscs. This levy is aimilor te
the existing levy that has been payable on commercial vehicles
and cmnibuses imported from Commonwealth countries. The estimatcd
yield fer thssce two mcasures for the financiil yonr ie S1.6 million.

I 21s¢ propese to levy a transfer foe of two per cont. on
the value of vehicles on tronsfer of cwnsrship subject to o
minimum fsu of 35,00 for a motur-cycle and 320.00 for a motor
vehicle. “he yield is cxpocted to be §2 million for the
finaneial yoar.

Thore will be a revision of st2mp duties. At proscnt
the annuzl yiocld cn stomp Juties amounts to ¢9 million. As

Honcurablo Membors kncw, stamp duties are payzblz on 2 large
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variety of documents and instruments ~ cn raceipts, choques,
tragsfer of title Qeods and so forth. Sume of these dutios
werc rovised in 1952. The provious major rcvision took placo
in 1931. Rates lovied in tho 1930's still praovail over nuarly
half of the items. The prosent revisicn “oes not inircduce any
drastic chenges in rotcs and charges, but ~are more in kecping
with prosent-dny conditicns. The revisions arv oxpected to

yisld an adliticnal $3.3 millidn in the coming financial year.

Conclusion

I began my acddress with Defence sxpenditure and I will
conclude on the same thems. The new taxes which I anncuncad
will help to pay for rathor less than 10 per coant of our Defence
expenditure incurred next your calculatod on a cosh basis.

Wo were fortunate in being able tc offset part of the expenditurs
with British aid while, in raspect of ancther substantial amount,
we could tnke advantage of éredit torms offored by suppliors.

But in tho main the additional cxpenditure had been financed by
siphoning of f the major p.rt of alditionsl rovenues tcwards
Defence. This is achieved by maintaining nun-defence sxpenditure
on a standstill bzsis.

The same pattern is expectecd to continus over the next
three_years, that is to say, by placing a cwiling of moncy
available for the Jevelcpment of the social services on health and
elucation, We allow most of the a.lditional revenuss resulting
from cconomic growth to vo channclloed tewaris Dofence expenditure.

Thie is tho price that we aré paying. The cost is not so
much the additicnal burlens which taxpaycrs havo to mootlby new
tax measures. Tho cost is in the limitation of oxponditurec cn
non-cdefencs items. Wo get a bigger Armed forco by sponding that

much loss monscy on schools and universitios and on bottoer health

amenities,
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It goes without saying that ncbody rogards all this

with any great plczisurc. But there would be few whe would
be bold onocugh to say that what we are doing is unnecessary.
vWhen tho British military withdrawal is completod in

1971, a new cra would hava besn ushered in. This event is

not less significant than our departure in 1965 from the
Fedaration of Malaysia. Since 1955 we have proved that as

a separate econcmic entity Singapore has a far zreater
survival potential than even many pecplo, here and elsawherae,
had believed possible. After 1971, we hava to go through
ancther test, purhaps a more rigorcus one, and that is our
survival potontial as a separats pulitical entity in a
difficult and turbulent part of thoe world. If ir the intur—
vening years wo have put to geod account our resourcoes in
monoy, manpcwor, skillas and organisation, I belisve ws shall
pasg the toust of pclitical survival as adequately as we are

now passing through the test cf sconomic survival.
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