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Sir,

I beg to move that Parliament approves the financial
policy of the Governmont for the financial yoar 1st April, 1970
to 31st March, 1971.

This being the first Budget Statument of the now

decade, it seoms appropriate on this occasion to do a review A
‘ of our economic performance during the past decade. This was the *

decade which the United Nations christened "The Decade of r

Development”. For us in Singapore, it was a turbulent decade

during which momentous changes took place. Singapore cntered

the 19608 as a British colony with scif-governing powers in

domestic affairs. Wo lator achieved independence as part of F
independent Malaysia, only to be expelled from the Federation

after two ycars. On August 9th, 1965, the indopendent Republic

of Singapore was created.

I propose to confine my revicw of the decade to
Singapore's cconomic porformance, 1 was engaged for most of the
decoade in a Ministry which was charged with the responsibility
for cconomic development and planning in Singapore. It ia not
altogether possible for me to cscapc bias, cither in treatment
or cmphasis, in this account of thc Republic's economic growth.
No doubt some future ecconomic historian will cover the same
ground and will probably sce cvents in a somewhat different
light. He will also treat thc subjecct more exhaustively than
is possible in a Budget address.

I propose to conduct this rcview of Singapore's

cconomic development in the 19608 in two ways., The first is




to compare the positions as in 1959 and 1969, taking two

snapshot picturcs, so to spcak, of thc main cconomic terrain.
Scecondly, I will try to trace developments through the
difforent phases of the dccade, in a kind of motion picture
prcsentation, if I may be permitted to oxtend the analcgy.

First, thoe snapshot picturcs. Singaporc's Gross
Domestic Product in 1959 was $1,968 million. The Gross
Domestic Product is the value of goods 2nd services produced
within the geographical arca of the Republic., They include
the value of foodstuffs produced by our farmers, the carnings
of our traders and ship-owners on the cntrepot trade, the
valuc added in Singapore in thoe course of manufacturing
operations, the carnings of retail tradc, the hotel business,
and othcer scrvices, the valuc of scrvices provided by tha
Singaporc Government, British military cxponditure, 2nd the
valuc of construction of new roads, houscs, factorics,
power-atations and so on. The Gross Domestic Product is a
close relative of the GeN.P., or Gross National Produot, and
differs from it only in that thc G.N.P. includcs carnings of
Singapore citicens from overscas sources and oxcludes carnings
in Singapore accruing to persons and corporations abroad.
In this account, I 3hall usc the Gross Domestic Product rather
than the Gross National Product sincc calculation of the
lattor ia subject to grcater uncertainty.

By 1969, thc G.D.P. had increcased from $1,968 million

by nearly 2% times to $4,833 million. This reprosents a compound

rate of increasc through the dccade of 9.4‘ a ysar. We bhave therefore

surpasscd the United Nations target for the Decade of
Dovelopment of 5% ammual growth. At the same time, our

performance waa well below that of some other economies such as




Japan, South Korca in rccent years, and Hong Kong.

The doubling of the G.D.P. during thc 1960s was
not due to discoverices of natural resources as thesc are
virtually abscent. It was the result of the growth of trade,
on the onc hand, and thc growth of industry, on the other,
with tourist development providing a small but welcome
increment. In other words, it was largely the result of
greater human cffort. Aassociated with growth of the G.D.P.
has been a much faster rate of capitzl investment in the
Republic. The accounting aggregatce represonting capital
invcstment -~ Gross Domestic Capital Formation in the
terminology recommended by statisticians of the United Nations
- incrensed from 3150 million in 1959 to $919 million in
1969. Total investment increascd at mere than twice the rate
of the domestic product, a compound annual ratc of 19.8%4
during thc decade. In 1959, total investmont amounted to
7.6%4 of th: G.D.P. and this increased to 19.0% ten years
later. Ploughing back an increasing part of our domestic
output is esscntial o sustaining our growth momentum and we
should continuec tc increcasc this percentage. We arc still
a long way bchind Japan which invests morc than 30% of its
income.

dince much of investment was in industrial machinery
and cquipment, industrial output naturally cxpanded. Industirial
output is sometimes defined as the output of the manufacturing,
construction and utilities scctors. Their combined output
incroasced, a3 onc would expect, 2t a fnster rate than the G.D.P.
The compound rate of growth for 1959-1969 was 16.2% as against
9.4%, the overall cconomic growth rato. Mamfacturing industrics

grew at 17.1% a year, construction at 17.9% and public utilitics
I ’ ad

at 10.2%. In value terms, the irdustrial seotor's contribution to the




G.D.P. rosc from $256 millior in 1959 to $1,154 million in 1969.
Employment in thoe manufacturing industry as dotormined in tho
anmal censzus of manufactures covering cotablishments cmploying
ten Wworkers or more, increaded from 25,199 to 87,128. Of these
lattar, no less than 35,000 were cmployed in pioncer industrics
in 1969, Therc were, of courde, no pioneer industries in 1959.

Entrepot trade also scoms to have flourished during
the deccadc though, as we shall see later, there wore many ups
and downs. There was an increasc in total cargo handled at
the Port of Singapore from 14.2 million frecight tons in 1959
to 37.7 million freight tons in 1969, The mumber of ships
incronsed from 9,584 to 16,531. Passonger arrivals at the
begimning of the decadce totalled a merc 163,000 and increased
to 546,000. Eoconomic growth of thesc proportions must maturally
be reflected in the financial structure of the Republic. There
wad o 3ubstantial oxpansion during thc dcoade in the ocommercial
bank deposits, from $816 million to no lesc than $2,745 million.
The Ccentral Provident Fund balances standing to the credit of
members increased from $120 million to $632 million. Goverament
revenue benefited from expansion, incrcasing in a decade from a
paltry $275 million to $934 million. Despitc expansion of output,
volume of trade and total investmont, as well a3 monoy supply, thore
wasg a marked absenoc of inflationery pressurc. The consumor price
index a3 at mid-1969 stood at 110.9 with mid-1960 providing the base-—
mark of 100.0. In a world where inflation plagues many countries,
both rich and poor, an average anmual increasc of 1% in consumer
prices over a decade is not 2 common experionce.

Economic growth has had beneficial cffocts on sooial
corditions. One of the rosults of improved standards of living
has been 2 substintizl decline in the rate of population growthe
Infantile mortrlity rates declined. School cenrolment and expenditure

on cduc tion increased substintially. Nowspaper circulation mearly




trobled. Housing Board flats and shops incrensed from 23,019 to
106,418. Happily, increasc i. >rimc and violence, & contemporary
phenomenen in many cities in both the developed and under-devcloped
world, did not affiict us. Armed robboery nnd houscbreaking cascs
mmbered 3,125 in 1959 compared with 2 reduced figure of 2,010 in 1969.
For thc convenience of Mombers, as well as for tho record,
I am circulating statistical tobles which sct out in compact form the
facts, a narrative of which would be long, todious and possibly
incomprchensibles Five of these tables relate to matters I rz2isc in
this st2temont. The others cover the ficld in much greater detail
and provide thc background of data on which I base my main observations.

The firat tablc summariscs the points of comparison I have becn makinge

Table 1. Basic Economic and Social Statistios, 1 & 196

19599 196

National Economic Aggrogates

Gross Domcstic Product $ million $1,968 $4,833
Gross Domestio Capit2l Formation " 150 919

Trade and Trensportation

Total imports and cxports ? million 7,349 10,984

Cargo handled million
frcight tons 14.2 37.7

No. of ships clcarod Noa 9,584 16,531

Passcnger arriv:ls, sco and
air thousand 163 546

Industrial Scotor

Mamfacturing, valuc added $ million 17¢ 827
Construction 40 208
Utilitics 120

Employment in Mamfacturing
Industry

Employmcnt in Pioncer
Industrics

Labour Ministry returns of
Workmen, Clerks and Shop
Asgzigtants




Finmncial St~tistios

Commercial Bork Deposits
Central Provident Fund
Official Cverscas Asscets

Consumcr Price Index

Social Stutistics

Population

Anmi2l Births,
Infantilc Mortality Rate,
Rate of Annual Population
Increase

School Enrolment

Expenditure on Education
(including capital
axpenditure)

Daily Newspaper circulation

No. of Housing Board flats
and sheps

Armed Robbery and
Houscbroaking

Unit

$ million

million at
mid=-year

thousand
per thousand

thousand

$ million

copics
No. in

existence
year—cnd

[s2s 2elede ]

1999

816
120

336

1.58

62.5
36c0
4.1%

305
63

119,970

23,019

3,125

1969

2,745
632

2,445
110.9

2.02

44.7
21,0
1.5%

511
175

311,500

106,418

2,010

In the naturc of things, statistical information, which

deoals with 3ocinl and cconomic phenomena susceptible to emumeration,

does nct 2nd cannot describe the qualitative ~md non—mmericol

improvements that have taken place in our socicty.

Thero is

greater social cohesion, more social diacipline and sclf-reliance,

pridc in performance and achicvement in the facc of adversity.

Those

arc the intangiblc yet supromely important facters for progress of

any socicty. By our common cndcavours and achicvements, we are

slowly acquiring an identity of purposc and in this wey building

up 2 sensce of belonging and nationhood.

and parvenu valucs, where

The rootless, migrant

cach is out for himself, attitudes

80 prevalent at the beginning of the last decade,arce giving way




to more positive group valucs of a solf-rcliant people, determined
to build an cnduring futurc for themsclves in this part of the
world, In thc final analysis, it is on the firm framework of
these values rather than on stocl and concrots 3tructurcs that
cconomic progress i3 to be achieved and sustained. Max Weber

was the first, but he will not be the last, to detcct in
particular socicties the closc interaction botween othical

systems and the modernising process which cnsbles economio

transformation,

I will now trace in outline the development of the
cconomy during thc dccadce. Singzporc's cconomic developmont
can be conveniently grouped in three pcriods - pre-Malaysia,
during Malaysia, and post-Malaysia. Since the most relevant
cconomic statistics arc givon in terms of calendar ycars, the
throe phascs of Singapore's cconomic develepment may be considercd
in calendnr ycar periods as follows: -
i) 1959-63
ii) 196465
iii) 1966-69.
It should be remembered, howover, that cconomic trends sometimes
transcerd two or more periods, This results from anticipation
of futurc development, as for instance, in the yoars 1962 to 1963,
when severzl industrinl projeccts were storted in Singapore in
anticip~tion of a Common Market in Malaysia. Further, the lcad
time needed to 3ce a project off the ground - the interval
between the momont 2 decision is tnken and the complction of the
project - often occupics a poriod of several years for large
scale projectse
Economic Development, 1959-63. -
The pre-Malaysia poriod was dominated by political
cvenis. Several of the more discerning observers knew in 1959

when general clection was won by = Pcople's Action Party that




bchind the anti-colonial golidarity, was a deep ideological

division between o Democratic Socialist faction and a Proe
Communist faction. It was a mattor of time bofore tho two
groups wero forced to bring their differences into the open
28 they contonded for political suprcmacye The policy of the
Government, waiich consisted of the democratic socialists,
Was dctermined more by the immediate political nocessities than
by long tem nceds of cconomic development. The pro-Communists
brokc off from thc P.A.P. and their United Front forces
fought the P.A.P. in the Anson byc—clection in July of 1961.
They joined issuc on thc Government's policy to ncgotiate
a merger with Malaya to form Maleysia, All this is familiar
history.But cvents of such traumatic impact incvitably loave
their mark on the economy aa I shall shortly demonstrato,.
Mcamwhile, deaspite the political pre-occupation of
the Govarnment, the Economic Development Bonrd was cstablished
in August 1961. It was charged with the duty of promoting
the growth of industrics in Singiporc. At the same time, the
former Singhpore Improvement Trust was aobsorbed in o more
effective zgoncy named the Heusing and Develcopmont Board.
Whilc the creation of now industrics, by ite naturc requiring
2 Substantial lead time, could not show quick results, Government
action in improving thec social ascrvices produced gwift and
tangible benefits in the pre-Malaysia period.
Immediate action was tnkea to oxtend and improvo
the cduc2tion systome School cnrolment both at primary nnd
sccondary stages increased rapidly. Primary school cnrolment
increascd from 266,625 to 336,163 between 1959 to 1963;

sccondary 3chool cnrolment from 48,723 to 84,425,




The Housing and Development Board auffcred some
initial troublos undcr the former mayor of Singiporcs Aftor
his replaccment, the Board soon got into stride ~nd showod
dramatic prozress. The number of flats and shcps built cach

year was as follows: =

1959 1,611
1960 1,682
1961 7,320
1962 12,230

1963 10,085

Becauso industries took long in getting started
and beeause there was little oxpansion in entrcpot trade
czrnings during this period - the growth ratc was a mere 4.5%
por yoar - the substintial homsing programme launched by the
Housing Board undoubtudly helped to sustain cconomic cxpansion
during this period. The finance to pay for this had to be
obtrined by civil scrvice pay cuts and tax increases, measurcs
which did not incranasce the Government's popularity rating.

During this period, the Gross Domcstic Product incrcased from

$1,968 million to $2,684 million., This represonted o compound

ratc of B.1% a yoor,
As a result of Housing Board building programme,
the conatruction industry prospered in the sccond half of the

period, generating the following ocutput:—

1959 $40.0 million
1960 $41.9 million
1961 $56.0 million
1962 $70.0 million

1963 $94.7 million.




The construction industry during this period incrersed at 24.0%
a2 yoar. The impotus camo mainly from Governmont action in
the housing ficlds Increasc of public scctor investment during
this poriod was at a compound anmal rate of 27.5%. Tho proescnt
rate, betwesn 1965-69, has been 10.5% growth 2 yoar, a morc
moderate pacc,

The political in-fighting betwcen the Communist
United Front (C.U.F.) cnd the P.ALP. rosulted in a large
mumber of strikes called by the C.U.F. a3 part of its attompt
to cocrco the Government. The mmber of man-days lost in

strikes wee as follows: -
1960 152,005
1961 410,891
1962 164,936

1963 388,219

The defcat of the Communist Unitod Front in the
Roferendum of August 1962 followod by subscquent scourity
action against them, restored a measure of industrial pcace,
In 1964, strikes accounted for loss of only 35,908 man-days.
In 1969, thc figure waa 8,512,

During a period whon uncmployment was Loavy,
trade union irrosponsibility on such a messive scale was
hardly conducive to industrial investment. The following
figurcs of cmpleyment in the manufnrcturing industrics
s rocorded in the annunl consus of mamufactures shows
that tho industrial scetor was virtually stagnant betwoen

1959 and 1962 and registored only a small increasc in 1963t




1960 26,697

1961 26,837
1962 27,924
1963 35,256

Employment in pioneer industries, the first of which went
into production .n 1961, inorcascd from 241 workers to
2,654 in 1963.

It was not casy to get startod. The domestio
arket w2s small, ~s it still is today. Wages were then high
comparcd to other Asian countrics such 23 Hong Kong,
Taiwan and South Korca. On top of all this, a noar-cndemic
situation of manascment-labour conflict arosc out of the
show-down betwoeen the democratic and pro-Communist forcese
Despite thesc handicaps, the govermment procceded with
its dovelopment plans with a confidence few beliaeved
justified. In Scptomber 1961 carth-moving operations
commencad when the first bull-dozer moved into Jurong.
By the end of 1962, 1,100 acros of preparcd land had
been levellod by cutting down hills and filling swampse
By the ond of 1963, 1,800 ncros had been prepared.
24 million cubic yords had becn moved in the process.
Jurong, as of Docember 1963, had only two factories in
production to show for this mountein of laboure. They wero
the N2tional Iron and Stoel Mills 2nd Pelican Textiles.

Betwoen them, they omployed 90 workerse




Economic Devulopment, 1963 — 65

Singapore's vntry into the Federation of Malaysia in
Septembur, 1963 was preceded by many months of negotiations.
While - the political arrangszments in the new Federation werc
agreed to without difficulty, negoticztions on financial
arrangement and over the structure of the common market proved
unexpectedly long and difficult. In the ¢nd, a compromise
solution was found literally at the eleventh hour in London.
Our membership of the Melaysian Fedoration proved to be short-
lived. The reasons for the suddcn scparation of Singapore
from Malaysia are now puat higtory, as nreo the vvents whioh
led to it. So far as Singaporc's economic development is
concerned, hopes for a Malaysian Common Market had led tu some
anticipatory investment in 1963, However, the proclamation
of the now Fodoration was gractod by unexpectedly strong
reaction from the Soekarno regime of Indonesia. Confrontation
was doclared, and with it the curtailment of our entrepot
trade with Indonesia.

The national economic aggregates show the results of
the factors I mentioned - Indonesian confrontation, the
abortive common market with Mezlaysia, the financial arrangement
between the States and Federal Government. Of the three poriods

in the 1960's, the years we spent in Malaysia showed the

lowest growth ratecs of Gross Domestic Product, a mere 6.5%

annual rate. This was due to the substantial decline of our
entropot trade by somc 16.8% as trade relations with Indonesia
were scvvered. As a result, carnings on the entrepot trade
declined from $441 million in 1963 to 3306 million in 1965.

Further, agriculture and fishing, ncver noted for rapid growth,




showed a decline of 2.5%. This was the result of night
curfews imposed in Singapore waters for security reasons,
which adverseiy affected the livelihood of fishermen. On
the other hand, thers was a very large increase in the value

of military services, as one would expect. 3British military

expunditure increased by 27.7% in 1964 and again by 25.9% in

1965. 1In absolute terms, this meznt an annual increase from
$323 million in 1963 to $519 million in 1965. This was
sufficient to make good e¢ntrepot losses, taking two ycars
togethor. But the year 1964 was a particularly bad ycar, the
deoline in c¢ntrepot carnings wns much greater than the
increese in British military expenditure. Accordingly, the
Gross Domestic Product for that ysar showed the least
increase of the decade, = mere 0.5%. But for increased
British military sxpenditure, there would have been & sub-
stantial decline. The Gross Domestic Product for the two
years we were in Malaysia were:
1964 - 82,700 million
1965 - $3,043 million

Dogpito Indonusian confrontotion, total investments
continucd to expand and at a brisk rate too. OCross capital
formetion increased at an annual ratc of 20.6% running at
$421 million and $476 million in 1964 and 1965 respectively.,
The manufacturing industry forged chead in spite of poor
trading conditions and deteriorating relations bctween the
Singapore and Malaysion Governments. Menufacturing,
construction and utilitics showed a combined average of
16.2% annual growth during Malaysia as compared with 14.7%

in pre-Malaysia. Employmunt in the manufacturing industry
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incrensed moderately, some 14.2/ a ycar. The increase of employ-

ment was about 10,000 over the two ycars, the 1965 census of
manufactures giving a total of 46,020 c¢mployees for 1965 as
against 35,256 two years earlicr. The Labour Department work
force figurvs also showed an increase of about the same amount,
1965 veing 188,701 as against 178,787 for 1963. It is apparent
thet the manufacturing industry werc providing the main new job
opportunitics. But these never reached the proportions which
would recduce unemploymunt significantly.

The onerous terms of the financial agreement under
which we entered Malaysia resulted in a decline of our overseas
assets for the only time in the decade. Our oversevas assets
which stood at 8748.4 millivn 2t the end of 1963 ware reduced
to $631.0 million at the ond of 1965.

Economic Development, 1966 ~ 69

I now turn to th¢ last period under rceview, the ycars
as an independent sovorcign stete. On the morning of August
9th, 1965, I was in my officu in Fullerton Building brooding
over the enormous problems facing the country and the Government.
The problams of tho future loomed in awcsome and intimidating
proportions. Herc we were, an island trading outpost, with its
economic hinterland in other countrics, a vulncrable arrangement
as confrontation had shown. Our token defence forces were
manned mostly by citizens of another country. Even the water
we drank hed mostly to be imported. We had no natural regources
other than o diligent and enterprising pcople. At 10.00 a.m.
news of the scparation was announced over the Radio. It was grected

by the firing of crackers in Chinatown. I thought this a light-
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hearted response to a grave situation.

Two yvars later, in my Budget Statement of December
1967, I was able to say "After two yoars of independent exis-
tence, the Republic of Singepore continueg'not only to
survive but also to flourish, to the surprise of many
observers."

This account of the final period of the decade will

desoribs how our cconomy grew in the lest four ycers and

F

will attompt to give the rcasons for such growth.

In the post-Malaysia period, Singapore's Gross

annual
Domestic Product incrcased at a compoundgrate of 12.3% as

comparcd with 6.5% during Malaysie and 8,17 pro-Malaysia.
Trade, industry and tourism provided the main thrust to
our gconomic growth in this period. The result of robust
economic expansion on the Government's finances was
gratifying. Annual revenue incrcascd from $508 million to
8934 mil%ion last ycar with but minor adjustments in
taxation rates.

The roasons for oxpunsion during this period
stemmed from oxternal as well as dom.stic sources. As
regards the first, what undoubtcdly helped most was the
strong position of the ecounomiuvs of the¢ United States,
Europc ond Japan. Notwithstanding recurring monetary crises
during the last three ycars of the dccade, the 1960s saw
what was virtually a long sustaincd boom among the rich
nations. Onc after another, they rcached conditions of
full employment and had to depend for further expansion
e¢ither on imported labour as happencd in the case of Germany

and to a lesser cxtent Britain, or they had to move some of
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their manufacturing operations abroazad, as happened particularly
with the United States and to & lesser extent, Japan.

HWe wecre also assisted by conditions in Hong Kong where,
as & rcsult of growth at an uxtremely fast rate, tight employ-

ment conditions bucame apparent in the last two or three years.

Hong Kong, whose wage levels used to be substantially below

that of Singapore, ceased to be a provider of labour to foreign
investors at cheaper rates than Singapore.

Thon, of coursc, the end of cunfruntation brought
about a resumption of Indoncsian trade. This gave our first
year on our own the main impetus to cconomic growth.

Outside conditions were favourable. But this by
itself did not ¢nsure our prosperity if we were unprepared to
make the effort required to take advantage of our opportuni-
tiea. Fortunately, the institutions which were established
as early as 1961 had doveloped in experience und expertiso.

I am, of course, rcferring to the Economic Development Board
which was the Government's main agency for promoting industrial
growth. Industrial estates at Jurong =nd elsewhere had
provided a wide rangc of industrial sites to mect every con-
cecivable demrnd of industry. The Devclopment Bank was amply
supplicd with funds and the E.D.B.'s ovirseas promotion
officers improved in skill and cfficecy in their efforts to
attract large corporations to the Republic.

Last, bub by no muans luest, the Employment Act passed
in August, 1968 with the support of the National Trades
Union Congruss, gave an impressive demonstration of the

will of the people to overcome 2ll obstacles to make
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temporary sacrifices the better to secure the future for
themselves. Perhaps more than anything else, the Employment
Act projected an image of Singapore among substantial potential
foreign investors, of a disciplined and rational people upon
whom they can depend for the success of their investment
enterprises.

With these favourable external and internal
influences, except for the year 1967, the economy moved ahead
briskly. The Gross Domestic Product increased substantially,
details of which are set out in Table 2.

Table 2. Gross Domestic Product at Factor Cost 1966-69

2 Million) Increase
1966 3,365 10.6%
1967 3,617 7.5%
1968 4,257 17.T4
1969 4,833 13.5%

The 1969 figure is based on preliminary estimates and it ie
likely that the final estimates would show a larger figure.

Lxpansion in 1966 derived its impetus principally
from a resumption of trade with Indonesia as well as a
general increase in world trade. In absolute terms, the
earnings of the entrepot trade increased from $305.6 million
to $377.0 million in 1966. The manufacturing industry
provided a useful gain of some .72 million in value added,
from %414.3 million to 5486.8 million.

The good start the Hepublic made in 1966 was not
sustained the following year, which registered an increase

of only 7.5%. The principal reason for this was a temporary

decline in world prosperity. World trade which before that
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yoar had been growing annually at between 8.44 to 11.9% in

the previous four years,’ showed & growth of ounly 5.4% in
1967. Our entrepot earnings in 1967 showed a very small
increase, just over 1% on the previous year. At the same
time there was a marked declinc in British military expendi-
ture from 2£549.5 million to 2489.9 million. The experience
of 1967 is pertinent because the two elements making for

the slowing down of our growth - reduced military expenditure
at the British bases and levelling off of world trade -~ are
prospects which face us in the next few years.

The last two years of the decade were exceptiocnally
good for Singapore. The principal thrust was an unparallelled
expansicn of our entrepot trade, earnings of which more than
doubled. Buoyant world trade conditions during 1968-69 helped
sustain our own growth of trade. World trade in these two
years increased by 11% and 14%. At the same time, earnings
in the manufacturing industry showcd substantial increases -
19.2% in 1968 and 22.9% in 1969. The contribution of the
manufacturing industries 1o the GOross Domestic Product
reached $827 million in 1969 comparcd to a mere 3170 million
a decade ago. The effect of this expansion on cmployment
will be discussed lator.

Expansion of trade and industry was more than enough
to offset the modest reduction in British military expenditure.
In 1967 this amounted to 8489.9 million 2nd it was reduced
to $415.4 million by 1969. We should rcmembexr that as from
now British military spending will be reduced at a much

faster rate. Bedgween 1967 and 1969, quite apart from expansion




of manufacturing and trade, even the tourist trade increased
sufficiently fast to offset the reduced British military
spending, so that increased earnings on trade and industry
actually formed net additions to the domestic product.
Earlier I had referred to total investment which
increased throughout the decade not only in absolute terms
but also as a proportion of the gross domestic product. The
increase in total investment was especially marked in the
post-Malaysia era. The figures are given in Table 3.

Table 3. Oross Domestic Capital Formation, 1966-69

Total Investment Percentage
of
(4 Million) G.D.P.
1966 473.3 14.1
1967 51843 14.3
1968 735.9 17.3
1969 918.5 19.0

There are certain interesting features about the
growth of investment during this period quite apart from its
size. The first is that the fastest increase occurred in tie
private sector. The figures between public sector and private
sector investment are given in Table 4.

Table 4. Public and Private Sector Investment, 1966-69

Public Sector Private Sector Total

(s Million) (S Million) (L Million)
1966 239.6 233.7 473.3
1967 224.9 293.4 518.3
1968 300.9 435.0 735.9
1969 322.4 596.1 918.5

The increase during the period in private sector invest-
ment from ¢234 million to {596 million, an increase of 156%, compares

with 5239 million to 3323 million in the public sector, or a mere

35% growth in the public sector over three years. This is as it




should be. It reflects the response of private enterprise

to the growing social maturity, to. the N.T.U.C.'s success in
promoting labour responsibility and to Government's polioy on
wage stability and industrial incentives. All these created
a favourable jeneral investment climate.

There was an interesting development in 1968 and 1969
which calls for attention. The statistics on capital formation
give separate figures in respect of expenditure on machinery
and equipment, transport equipment, that is, ships, aircraft
and vehicles mainly, and buildings and works. The figures for
the period under review are given in Table 5.

Table 5. Components of Cross Capital Formation,1966-69

Machinery Transport Buildings
& Bquip- Equipment & Works Total
ment

(5 Million) (5 Million) (& Million) (% Million)

1966 204.2 20.7 248.4 473.3

1967 208.7 23.4 286.2 518.3

1968 283.6 106.4 345.9 735.9

1969 40047 116.6 401.2 918.5

A striking feature about the table is the sharp increase

in 1968 in expenditure on transport equipment. The explanation
lies in the substantial purchases of ships and aircraft in these
two years. Purchases of ships in 1968 amounted to 330.2 million
and in 1969 to $56.5 million. This development fits into the
general picture of sharp inocreases in entrepot trade during these
two years against the background of burgeoning world trade. In
1969, purchase of ships included the four ships purchased by the
Republic's newly-established national shipping line, the Neptuns

Orient Lines.
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The ships accounted for in these figures did not include,
as far as could be ascertained, ships registered under the flag
of convenience terms provided for in the revised Merchant
Shipping Ordinance revised towards the end of last year. Future
calculations of Gross Capital Formation would have to draw a
distinction between Singapore registered ships whose beneficial
owners are residents in the Republic and those registered for
flag-of-convenience purposes. This distinction is by no means
easy to make in all instances.

As regards aircraft purchases, the lalaysia-Singapore
Airline's aircraft renewal and expansion programmes commenced
in 1968, when deliveries of the new Boeings took place.

New aircraft delivered in 1968 and placed in the Singapore
Registry were valued at ©59.4 million. In 1969, {37.7 million
worth of new aircraft were delivered. Half of the new M.S.A.

fleet carry Malaysian registration and these were not included

in the above figures.

The other noteworthy feature of the investment process
in these four years was the large but regular increases on
expenditure on buildings aud works. As against this, expenditure
on machinery and equipment remained level during 1966 and 1967
and took two large steps in 1968 and 1969. This reflects the
recent increase in the rate ot industrialisation with which
most of us are familiar. This increase is also reflected in
employment figures, to which I now turn.

In the Budget Address of S5th December, 1967, after
quoting figures of employment as reported in the annual census

of manufactures, I made the following observations:-—

"It is a sobering thought that with all




the prodigious efforts put in, and the
vast amounts of money and resources which
the government had been channelling
towards increasing the growth of the
manufacturing industries, all that has
been achieved is %,000 net increase in
employment in these indusiries each year.
The rate of increase is clearly inadequate

to meet our needs."

Happily, performance since then has improved and I

give the following smployment figures in the manufacturing
industries from 1966 to 1969 i~

1966 51,272

1967 56,762

1968 72,603

1969 87,128

In the last two years employment in the manufacturing
industries has been increasing at an annual rats of around
15,000,

This is more in keeping with what we need. In fact,
taking into account that the stepped-up employment in industry
ooincided with the intake of national servicemen into the
Armed Forces, the result had been tight labour market, more
especially in the professional and skilled grades, where
shortages in certain lines were acute.

Finally, I want to deal with the very rapid increase
in our official overseas assets which grew from £631 million
in 1965 to $2,445 million at the end of 1969. An increase

of this proportion, four times in four years, is not a common
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occurrence in the monetary history of nations. This growth

in our overseas assets was not due to financial wizardry.

It was firstly the result of institutional changes in note
issue arrangements after independence, secondly; the ocnsequence
of the financial policies we followed as an independent
republic, and thirdly, the reflection of the rapid economic
growth just described.

There are three components to the inorease of our
overseas assets. The first is the sstablishment of our own
currency and the transfer of assets from the old Halayan
Currency Board to our own Currency Board when the old notes
were exchanged for new. The assets of the Currency Board at
the end of 1969 amounted to $645.37 million. The second element
arose out of a large increase in commercial bank deposits.

As a result of economic expansion, favourable balance of
payments and, possibly, some inflow of 'hot money', bank
deposits more than doubled since 1965, increasing from
$1,222,0 millicn to U2,745.3 million in 1969. The government
sold Treasury Bills to commercial banks and the holding of
such bills at the cnd of 1969 was $500.13 million compated
with $23.07 million at the end of 1965. As the procoocds of
Treasury Bills were invested abroad, this had the effect of
noutralising a good part of the increase in bank deposits ..
and in this way, helped to avert possible inflationary
prassure. The remainder, some U696 million, represented
the accumulation of annual government surpluses since 1965
as well as those of the statutory authorities to the extent
that they invested these in govornment sccurities.

In ordinary circumstances, it is not necessary to hold
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such large asseis overseas, which is really tantamount to

investing our money abroad instead of investing it in the

Republic itself, However, for rsasons which I shall go inte

later, these assets may come in useful when possible
economic trends in the next three years may require us to
run down these assets from their preswnt rather high levels,

This seems the right note on which to end this
narrative of the decade. We started it with a grave and
persisting problem of unemployment fuelod each yoar by
successive floods of post-war babies coming of age. Our
difficulties were compounded by irresponsible actions of
trade unions manipulated for political ends. We sought a
solution in a common market in Malaysia that proved a dead
end. Throughout the decade there was a persistent search
for practical solutions, a patient building of institutions
and infra-structure, a generous allocation of funds, an
accumulated collection of talented staff. In tho end, it
paid off. It is imperative that we should never, either
through extravagance or carclessness, fritter away all that
we had so laboriously built up. Wc must build on the
foundation of the accumulated experience of the decade and
ensure that progress and prosperity will continue to higher
levels of consolidation.

Before I turn to suggest some policies that could
help to achieve this, I wish to turn to the more mundane

and immediate task of the budget.
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Estimates of Revenue and Expenditure 1970=-71

I now turn to the estimates of revenue and expenditure
for the financial year 1970-71. Following the practice
introduced last yast, I have presented to Parliament two
Treasury papers, one on the Ordinary Estimates and the other
on the Development Bstimates., These explain the reasons for
increased expoenditure, and forecast revenue yields in the
forthcoming firancial year. The Treasury papers also deal with
revenue and expenditure performances in 1969, It is not
necessary for me to enter into the minutiae of itemised
allocations of money to heads, subhcads and items of expenditure
nor need I go through the yield forecast of different classes
and items of revenue.

It is only necessary for me to set out in broad
outline the policy adopted by the Government in framing the
budget for the forthcoming financial year and to draw attention
to some of the more significant expenditure items both in
the Ordinary and the Development Estimates.

The policy this year follows the same lines as those

laid down at the last Budget. The neuds of dofence are taken

as given datum, What remains of antio&patad revenue yields

is distributed to the other sectors of the Government service.
As was the case last year, 0are® wus taken in limiting
expenditure on the social services to the most cssential
functions. Consequently, the increase of expenditure on the
social services is the smallest of the four main functional
divisions. There is a 9.3% inorease from $292.0 million in
1969 to $319.2 million.

The cconomic services that arc cssential to the

maintenance of the momentum of growth werc provided with




adoguate funds. Taken as a group, thc money voted for this
division increased by no less than 25.1% from $87.1 million
for 1969 to $109.® million in the noxt financial year.
Actually, tho real increasc is far less than this,
as certain expenditures that used to be rfinanced out of the
Development Estimates ure, in tho coming financial year,
charged to the Ordinary BEstimates.
Defence and internal security take the largest portion

of the budgetary cake, no less than 31.74%. The money to be

supplied to Defence has long been pre-~determined by the revised

Defence Plan which I described in detail in last year's Budget.
The defence plans had to be revised when the British Government
advanced the date of the closure of their bases to 31st December
1971.

There is a substantial inorease of $52.1 million in
respect of statutory expenditure. This is due principally to
additional provisions for interest payments and sinking fund
contributions. an increase of $1.5 million results frum
pension inoreases dus to the salarics consolidation exeroise
carried out last year,

I #41ill now comment on major eXxpunditure changes in
rospact of cach Ministry. The Prime kinistor's Ministry is
provided with additional sums to pay for new posts in the
Corrupt Practices Investigation Bureau, an expense which none
of us will grudge, Howevor, there is a reduction of £158,120
for the Bases Economic Conversior Department as a result of
more accurate assvssment of the necds of that department.

The Prime Minister's Minisiry accordingly shows a small
reduction in total allocation.

The Ministry of Science and Technology requires

new posts undor its plan of re-organisation, to provide for




effoctive gconomic and statistical evaluation as well as to
determine the noeds of industry with greater precision.

The Ministry of Finance is provided #ith a substantially
enlarged vote, £173.7 million as against $137.9 million in
1969. Of the incroase of $35.8 million, 310 million result
from incrcasing tha transfer to the Development Fund from
V30 million to ¥40 million. 4n additional (2,0 million
goos to purchasing a new clectronic ocomputer and $1.8 million
is svt aside for the Population Census next June. 4 sum of
812.3 million reprosents grants to the Economic Dsevelopment
Board and its subsidiary agencies. This expenditure was
rformorly paid out of the Dcvelopment Bstimatos, a practice
which I consider erroneous. There is also a new item under
Contributions and Charitable Allowances, a sum of $3,1 million

being our contribution to the AS#HAN Fund. The Housing Board
subsidy is to be inoreased by $3.6 million nomt year.

There will be staff increases in the Ministry =
21 new posts in the New Industry Department, 12 new peosts for
the new Overseas Investment Scction, 14 new posts in the Banking
and Control Units of the Commissi . ner of Banking and 7 new
posts to look aftsr Government's rented properties. Customs
and Excise are to be provided with 74 new posts to cope with
increased work at the Sirgapore Airport, at the Port authority
and Froe Trade Zone and elsewhere. Inland Revenue is to be
given a substantial increase consequent on the creation of
105 new posts. 52 new posts go to the anti-Evasion Unit

recently cstablished with the assistance of the American Inland

Revenue Authorities. 47 new pests are created for the
Property Tax Division. Both Inland Revenue and the Property
Tax Dopartment have long suffered from staffing deficiencies

and an affort must be made at imprevement.




The Ministry of Foreign Affairs is given an additional
$2.3 million, its vote incrvasing from 8.9 million in 1969
to $11.2 million in 1970 - 71, a 25.6% increase. Salary
congolidation and normal salary increment account for %547,790.
The requirements of J4 new posts to man overseas estadblishment
as well as headquarters cost 3262,640. New and increased
allowances add up to another 8527,570. Additional travelling
expenses, diplomatic bag service, etc., take a further $380,000.
An additional sum of 3129,450 has to be provided to the Misgsion
in Manila while other existing Missions will cost 3444,100 more.

The Ministry of Bducation has been given 8 9.3%
increase, or $14.9 million. The education vote increases
from $15%.1 million to 3174.0 million the next financial year.

A total of 380 new posts are provided of which 367 arc in the
Technical Education Department. In addition to 367 new staff,
the Technical Education Department will have a further 843 posts
transferred to it from the General Xducation Departmens.

Such is the magnitude of the shift in priorities from academic
to technical education.

Annual increments and consolidation of salaries to
teachers in the Government Service amount to $5.7 million.
Grants to aided-schools increased by $5.0 million as a result
of salaries consolidation and annual increments.

The four institutions of higher learning, Ngee Ann
College, Nanyang University, Singapore Polytechnic, and the
University of Singapore receive an incrcase in grants by an

amount of $3.9 million.
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The Ministry of Communications which looks after
policy on essential services to the economy by way of air,
su; communications as well as postal and telecommunication
services, receives a modest increase of 3825,000 or 1.9%.
Civil Aviation gets a large part ot this, by way of new
staff and facilities. A sum of 3150,000 is to pay for public
utility charges which will be incurred as a result of the
new cargo complex at the Airport;” the instrument landing
systems and the taxi-way and approach lights. HNew baggage
handling equipmunt, including four tractors and eleven
trolleys will cost $65,500. Thers arc also staff increases
in the Meteorological Services, the Postal Services, and
the Telecommunications Department and the Marine Department.
Demand for all these services increase with cconomic growth
and it is the policy of the Ministry to maintain high
standards of efficiency.

The increased allocation to the Ministry of the
Interior and Defence I have already referrsd to and no
further claboration is roquired. Apart from the expansion of
the armed forces, it is also necessary to strengthen the
Immigration Service. At the same time, the Ministry had
found it possible to delete a total of 508 posts mainly of
Police grades, thereby securing a soving of $1.1 million.

Expendituresby the Ministrics of Culture and Social
Affairs have been kept within bounds. They show a
reduction in cxpenditure of $425,000 and $1,172,000 respectively.
The saving in Social Welfare is principally due to a decrease

of $1.45 million needed by way of public assistance and the
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tuberculosis treatment allowance. No doubt this is the result
of better housing, more employment and a better health
environmont.

There is little change in the Ministry of Labour.

The closure of the Second Industrial Arbitration Court, mede
pogsible by improved labour-management relations, provides
adequate savings to mcet annual increments and some small
staff increases.

The Ministry of Law and Nztional Development gets
a modest increase of $3.0 million, or 6.7% on 1969 vote of
$44.6 million. Primary Production continues to expand its
staff and services. The abattoir at Jurong needs more staff
and 8c does the Car Parks Division. The Fisheries Section of
Primary Production has been given 3$909,730 as back payment
of rent to the Jurong Town Corporation for the Jurong Fishing
Port and Central Auction Market. But the main increases
required by the Ministry of National Developmunt ore in
respect of public “orks. An zdditional $0.4 million has been
provided to kecep government offices, buildings and grounds in
good condition as well as to maintain properties taken over
from the British Armed rorcos. There is a small saving from
the present policy of dismantling public standpipes and
providing domestic water aupply dircct to homes.

The Ministry of Health gets a substantial increase of
$6.4 million. More than a third of this, however, represents
annual increment of salaries and other additional payments to
staff. However, there will be an increase in the volume of
services provided. 121 new posts will be supplied to the Public
Health Division of the Ministry, 68 to be deployed in

environnmental hcalth, 33 in school healih services and the rest
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elsevhore, Mora money is also to be spent on public cleansing,
maintenance of drains in the catchmunt areas, supervision of
hawhurs and such like services. 110 now refuse vehicles have
been or will sooun be supplied to tho Ministry and thoy will
require an increase of $240,810 on maintenance expenditure. A
substantial incruvase in anti-mosquito activities will cost
$754,140. The years ahead will see further expansion in environ-
mental health control, There is likely to be very substantial
capital und recurrent expenditure on garbage disposal. New
policiecs are being dcveloped in the Ministry not only to improve
on existing services but also introduce new ones, perticularly

to combet the growing menaco of air and water pollution. The
experience of other countries and other cities indicantes that

we are well advised to take moasures in advance of the deteriora-
tion to such proportions that remedies become very costly. A
oommittes is investigating and indentifying those areas of medical
specialisation in which Singapore could achicve pre-eminence by
providing available medical expertise with the latest in equip-
ment and facilities.

Devalopment Estimates, 1970 - 71

The Developmunt Estimates provide for a sum of $438.5
million. This is roughly divided in two equal portions - one
of $21%.6 million for expenditure on government development
projecis, while a sum of 3222.9 million is set aside for loans to
statutory authorities and government-owned companies.

The major part of direct government expenditure is spent
by the Ministry of Lew and National Deveclopment. The budget
provision for this Ministry is £95.65 million. The major schemes
administercd by this Ministry include the Bedok reclamation
scheme, the Kallang Basin reclamation scheme, construction of
roads and bridges, drainage and flood alleviation schemes, as

well as sewarage works.
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The Bedok reclamation schome has been proceeding well,
some 1,000 ncres having been recovercd from the sea at a cost of
$43 million so far, and another $11 million will be required in
1970/71. The gecond phase of this large land reolamation scheme
will cover 125 acres of land between the Singapore Swimming Club
to the end of Tanjong Rhu. A further 165 acres along Nicoll
Highway will also be reclaimed at a total cost of $24.9 million,
of which $8.3 million is expected to be spent in 1970/71.

The Kallang Basin reclamation scheme is 80% complete,
399 acres of land having been reclaimed, at a cost of $22.9
million. A further $2.6 million is required next year to
reclaim the remaining 93 acres.

Urban renewal is expccted to cost $15.6 million in
1970 -71. The first phase, rebuilding in Crawford, Sepoy Lines
and Havelock constituencies on 270 acrcs of land has been com-
pleted with the construction of 2,500 flats and 800 shops.
Another 950 flats and 97 shops are ncaring completion. The Urban
Renewal Dopartment will need $1.9 million by way of szlaries and
wages while another $% million will go as government's contribu-
tion to the United Nations State and City Plenning project.

Primary Production is forging ahcad with ambitious
development schemes custing $2.5 willion. Animal husbandry
projects will cost $1.0 million. This includes a revo:te of
$300,000 for completion of the Jurong abattoir, and $500,000 for
the pig and pouliry training and research institute. Among
agricultural projects, wurk has started on developing hydroponics
farming, while the farm liconsing and collection of agricultural
statistics accounts for 3150,000., Fisheries will be provided
with more than $% million. Most of it is for training of
fighermen. It is to be hoped that this massive injecticn of
funds into the agricultural sector will result in an improvement
on the anaemic perfurmance of 2.9% annual growth in the last

decade, the lowest growth rate of any sector.
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Expenditure on roads and bridges is expected to amount
to £13.3 million, Drainage and flood alleviation Will cost
$4.2 million. This includes tho cost orf complcting the first
phase of the Bukit Timah flood alloviation project for a sum
of ¥2.3 million. The total cost of tnis phase, which will
drain flood watcrs from thu Bukit Timah Canal to the Ulu Pandan
River through a canal which runs into a tunnel cut under a hill,
amounts to £6.854 million, spent over four years. Canals and
subsidiary drains in various parts of the Island will bo lined
with concrete and, with minor drainage schemes, will cost some

$1.9 million.

Seweragc dovelopment continues apace, and a sum of §12.1

million is provided under Hoad 97 for tnis. Major scwcrage
projects are undcr construction at the Kallang Basin, Serangoon,
Jurong, Thomson Road, Urban Rencwal Korth, Urban Renewal South,
Bartley Road and Upper Changi Estate. In addition to these nine
major schemes which cost §7.2 million, thore will be threc major
sowago treatment and disposal works for extension or construction
at a cost of $3.2 million. There will also be miscellaneous
projects costing vl.7 million. Host of these schomes will see
conmpletion in the financial Jear 1971-72,

The Ministry of Hecalth will bs spending $2.6 million on
Public Health services. 21.6 million will be spent in buying 55
new refuse-collocting venicles. New cleansing and night~soil dcpots
Will be ostablished at a cost of $678,000. Therc will also bo

dcvelopnont of hospital scrvicos costing ncarly a million dollars.

Tho Ministry of Communications has important devclopment
projucts undor way. The passongor torminal at Paya Lobar will bo
rodevelopod at a total cost of €5 million, of which {3 million will

be spent in 1970-71. It is oxpectcd to be complcted by the end
of next ycar. The oxisting jet and terminal parking aprons
will be extended to rolieve congustion, at a cost

of $1.3 million. Improvements to taxi-ways, apron arcas and




airfleld drainage will require another i1 million. The
Government proposes to extend the runway now 11,000 feet

long t» 13,200 feet long. It will also construct a new

cargo turminal and a new hangar laryoe cnough"to accommodate

the Bouing 747. Only token provisions, howovor, have been
cntored in the coming financial year.

The star item in the Minisiry's development programmo
is undoubtedly the carth sateliite staticn for which some

$10 million will be requircd. It is also necessary to

buy additional teleprintor machines and telex machines, demand
for which has uxceeded supply by a wide margin. The natdonal
auto telex oxohange will be improvud and now mioro-wave radio
bearers for the main trunk system will be introduced. The
total bill for all these is expucted to be 315.Q million.

The meteorological services will be provided with
up-to-date cquipment, including wind-finding radar and a
roplacement for the storm-warning radar.

The Ministry of the Interior and Dofence will nced
£51.4 million, mostly for works and buildings and land
asequisition, to house the new defoncc units.

The lMinistry of Education will be provided with
322.1 million for development projects of which there is a
long list. Mcst of these projects are for the advancoement of
technical oducation., The Technioul smducation Department of the
Ministry has introduced workshops in academic schools so that
all scoondary school students will have some expoerience of
workshop practices. In addition, the conversion of academic
schools into academioc-cum-tachnical schools and conversion of
the old vocational schools into industrial centres are . proceeding
as scheduled. Four vocational institutss are under construction
or cxtension and a new ono at MacPhorson will soon commence

construction.
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A new Court building will bu erected at Havelock Road
to house 55 odd rooms, chambers for judges and magistrates,
waiting-rooms, witnusses' rooms and other paraphernalia required
for the administration of justice. The cost of the building is
expected to amount to 36.4 million.

I now coms to the loan portion of the development
brogremme. The Housing & Development Board will be provided
with a loan of 8100 million to finance its accelerated building
programmae. Hitherto, the annual loan provision stood at
$50 million. Jurong Town Corporation has gome $50 million set
aside and this money will pay for roclamation of swamp land at
the 01d West Coast Road, the extensicn of Jurong Wharf,
construction of workers' flats and social amenities.

Tho National Stadium, the foundation-stone of which I
was privileged to lay a fortnight ago, will be offered a loan
of §7.8 million. It is intended to form a Corporation to run
the Stadium. The income to repay this loan, as well as future
loans, will come from two sources. First, the profits of
Singapore Pools Limited and, sccond, the takings at the gate
of the Stadium, which one hopes will exceed the cost of
maintenance.

The government has embarked on a number of enterprises
in the business field, including a shipping line, a ship-building
yard, a ship-repair yard, a small arms plant and a development
bank. These require loan finance and a sum of $65.1 million has
been set aside for this purpose.

The Jurong Town Corporation has been charged with the
duty of developing Blakang Mati, soon to be renamed, and has
commenced work. Further tourist attractions will be developed
on islands in Jurong Lake. Monoy for these projects required in

the coming financial year is ostimated at $8.9 million.




Taxation Policy

This concludes my observations on the Ordinary and
Development Estimates. Boefore I go on to discuss possible
future courses our cconomy may take, I should say a few
words on taxetion policy. The government's policy in
recent ycars has been to depend on fast cconomic expansion
and improved tax administration to produce increased
revenuc rather than raise rates of taxation to higher levels
or introducc new taxes. Last yecar, some minor tax increases
as well as new taxes were announced to meet the rising
neads of our defence build-up. 1969 revenue increased by
#131.5 million over 1968, The yield of these revenue
measurcs was $30.4 million while cconomic expansion
contributed most of the balancse of 3101.0 million.

Treasury vstimates of tax yiclds, as set out in
the Estimates and oxplained in the Trc-asury pepor, indicate
thaet increasing yields, resulting from economic growth, will
be adequate to meet expenditure incrcases. I therefore do
not proposc to raise ncew taxes, apart from the recent
increasc in tobacco duties to bring them in line with
Malaysia. Singapore is a lightly toxed country. Tax

revenues amount to about 134 of G.N.P., In other countries

they ars much higher, as much as 30% or more of G.N.P. in

some instances. Sc long as we maintain a robust rate of
economic expansion and maintain govcrnment expenditure to

essentials, we need not emulate their cxample.




The Near Future

With this glad news to the taxpayer out of the way,

I turn to look at our immediate economic prospects. It is
important that we should not be lulled into a sense of false
security by the mild boom now going on. There are dark clouds
on the horizon, and it is as well that we prepare for more
difficult times. The first adverse factor affecting our economy
over the next two yvars will be the completion of the British
military withdrawal by 31st Decembor, 1971. In the next three
Years, tho economy of Singapore will feel the impact of a
decline of British military expenditure, from $415 million in
1969 to zero in 1972. There is likely to be a reduction of

some $100 to 8150 million for this year and a final phasing

out of the remaining $250 to 3300 million in 1971. While no
longer thoe catastrophe we once foared they would be, declines
of expenditure of this magnitude cannot but have an unpleasant
impact on the economy. In 1969, reduction was estimated at some
$40 million and was hardly felt.

As regards world trade which, as we have repeatedly
seen, influences our economy significantly, it is unlikely to
provide the substantial impetus to growth which it did in the
Yyoars 1968 and 1969. In thase two yuars, world trade expanded
at unprecodented rates, 117 and 14% respectively. There is
likely to be a slowing down of world trade in 197C. The extent
of this is yet uncertain.

Much of this uncertainty derives from the outlock of
the U.S. cconomy for this year. The American economy is so large
and poworful that fluctuations in its level of activity exercise

a strong influence on the sconomies of the rest of tho wald outsido

the Communist bloc. For just over two years, the American administration,
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in the last ycar of President Johnson and the first yecar of

President Nixon, has boun battling with the problem of domestio

inflation and unscttled dbalance of payments position. The
19608 have seun a sustaincd and powerful growth of the U.S.
cconomy, the G.K.P. increasing from US 1503 billion in 1960

to US J932 billion in 1969. In thu last four yoars of tha
docade, as thc Amorican cconomy approached and recached tho
leveol of full employment, inflationary pressurcs began to
build up. Thosc pressurcs beccamc grave, when military
cxponditure in Viétnam was increasod substantially from 1967.

Jith domestic price inflation therce has also

occurred the inevitablc concomitant - a squucze on the

balance of paymunts. Hhereas, throughout tho 1950s and tho
first half of the 1960s, the amcrican balancc of psyments on
trading account invariably showed an annual surplus of anything
between US £3-5 billion a year, the last yecaur or two has scen
this reduced to very small amounts, quite inadcquate to support
the large overseas paymunts on acocount of American overseas
capital investments, expenditure by american tourists abroad,
and government usxpenditure, including aid finance outside the
States.

Since December 1968, the Federal Resurve Board has begun

a policy of severs credit restriction. Because of the strength
and power of the American economy, it was only in the last few
months that the tight money policy of the Fedural Reserve Board
has produced visible results. Thore have boen significant
roduotions in tho volumc of industrial production, in the
volume of new construction, in expenditure on consumer durables
and a small increasc in unemployment. Yet pric¢ inflation
remains alarmingly strong, at annual rates of 5% to 63% in

recent months,




In spite of the slowing down 2nd even decline in
several of the important cconomic indicators, investment
plans of the larze imerican corporations have not so far
been reduced to the extont needed to dampon inflationary
Lressura. The demand for investable funds in tho face of
the tisht money policy of the Federul Roserve Board has
resulted in the rise of interest rates to historical
heights.

Economic trends in the next twelve months in the
United States are difficult to rredict. The administration
economists visualise a levelling off of grewth measuroed in
rual terms, an increase in the ratc of unoemployment from a
low of somc 3.3% in scmo months last ycar to an averagze
level of 4.3% this year, porhaps rcaching 5.0 at the
highest. They do not suo any recession of siznificant

proportions. They expoct prico inflation to moderate from

the annual rate of some 53% lust year to around 47 to 4%%

this year. Thoy expect tho economy to pick up momentum
in the sucond half of this year.

This scenario, as set out by the administration,
is probably the west Gevelopment onc can hope for. If
avents follow the course as predicted by the am.rican
official economists, then neither the world of advanced
naitions in Burope nor less afflucnt unger-developed
countries nccd fear a markod decline in their trading
fortunes. GATT predicts thut world trade may increase
this year at betweon 4% io 84. Tho C.BE.C.D., optimistic
as cver, forccasts a 10% &rowth. My own preference is
for the GATT forecast: if the outcomo is near the higher
point in the GATT forgcast range, thcere probably would be

no unduly harsh impact on our economy .




- 41 -

However, if events take a course different from the
U.S. official forecasts, it is likely to be for the worse
rather than for the better. Then the n:gative factors created
by reduced British military cexpenditurc will be compounded.
These are matters beyond our contrul. All we can do is to
toke note of pussible dangers looming on the horizon and
make due preparation for them. I cannot but underline my
warning against the dangers of complacuncy.

On balance, the next three ycars muy not be as good

as the last two. Fortunately, we have accumulated sufficioent

fat in the good years.




The Longer~term Perspective

I now turn to the longer-term prospects, looking to
the mid '70s and beyond. Unless the stability of the area is
seriously upset, it is likely that we cin sustain and even
increase the momentum of industrial growth which we recently
achieved. The Promotion Centres established by the Economio
Development Board in Europe and america and Japan have gained good
experience in the last few years. Unless we see a world depression
developing on some scale - and the consensus among the experts is
that this is an improbable eventuulity -~ we shall see in the next
few years, the fruition of many industrial projects, some of them
of a size excveding anything that we have hitherto attained. The
activities connected with offshore oil exploration in the waters of
the Archipelago are likely to give rise to a number of interesting
manufacturing and service industries based in Singapore.

The problem we are likely to encounter between now and
1975, barring a recession of course, is to provide the large
numbers and wide vurietices of skills which the new industries will
need. In this comnection, We have had the advantage of a recent
study by Dr. Alburt Winsomius who led the first United Nations

mission in 1960 to Singapore to advise on policies on industrial

development. Dr. Winsemius is an old frisnd of Singaporej in 1967

he was awarded the Distinguished Service Medal. Dr, Winsemius pays

regular visits to the Republic, at our request, to check on our

economic health and to discern problems ahead and suggest remedies.
He completed his last visit about a month ago. His

prognosis is that the shortages of skills, which we knew existed,
will become increasingly serious and more acute than we

had believed. For instunce, his calculations indicate

that despite the intention of the University of Singapore to

increase the annual output of engineers from 80 to 210 by 1974,




the Republic will remain short of enginccrs over the next five
years by between 450 to 500 each yeor,

As regards management personnol, the output of
accountants znd business management gradustes will fall seriously
short of requirements, the shortage, in Dr. Winsemius' estimate,
coming to some 200 a ycar over the next three years. As regards
the domand for technicians, who have to support the efforts of
enginecers, the position is even worse. Taking into account the
large requirements of technicians in the defence forces, we are
likely to bc short of technicians by 1,500 to 2,000 cach ycar
over the next two years.

These estimates are based on the assumption that

industrial growth, now running at between 154 to 20% a year, will

be sustained over the next five ycars. There is no reason why
this cannot be dune. By 1974, the industrial work force should
increase to around 247,000. Further, as much of the increases
will accrue from the establishment of large industrial units
rather than a proliferation of small ones, the demand for
engineers, and managemc¢nt and technical pursonnel will be of a
differcnt order of magnitude from what we have beon accustomed
to. This, then, will be the principal difficulty which we have
to overcome ~ not so much to attract investiment into the
manufacturing industries but to supply investors with skilled
personnel of all grades, without which modern industry cannot
operate.

Since it takes four years for an engineering student
to graduate and several more years before he acquires sufficient
experience to be able to work effectively in an organisation,
clearly we cannot depend on local supply to meet tho demand in
thege ficlds. The problem is similer in regard to management
personnel and technical staff, though hcre local supply, if
stepped up immediately, may be able to fill the gap earlier than

is possible with engincers.




It is thereforc necessary, as o matter of high priority,
that wo should relax our immigration and work permmit restrictions on
the inflow of personnel belonging to the categories I have described.
At present, thesc arce given entry and work permits provided they are
sponsored by an employer. Thnt is to say, they have to find work
here before they arc allowed the nocessary permita. It would be a
clear advantage to liboralise the conditions under which such people
can come¢ into Singaporc, acquirc permancnt residence and coventual
citigenship. It would be uwseful, for instance, if they could be
allowcd here for any length of time they wish so that they can do
the job-hunting and, in this way, fit into thc best clots available
to thom. This i5 a mattor of great urgency, 23 it is well known
that a2 greot amount of crimping already takes place. Indeed, the
Technical Department of the Ministry of Bducation, which has to train
large numbers of artisans and oraftamen, are finding it difficult
to rctain their engincers and technicians who have to do the
training at the Department's Industrial Training Centros,

Vocrtionnl Inastitutcs and sccondary tcchnical schools.

Univerasity Dovelopment

Thic discuasion of the wnys in which we should try to
fill thce gep betweon demind and supply of cngincers lcecado me to

two related subjeocts. The first rclates to the levels of gciontific

knowlodge and tochnological know~how which cur future induatrios are

likely to demand. The sccond concerns university develeopment in
Singapore in general as well as the output of scicntista, ongincers
and techaicians in particular.

In rccent montha, there has becen increasing reference
in public 23 Well as privato discussions to the need for Simgapore
to devclop "scicnco-basced and technology-orientod industrics".

A well-known British financial commontator rocently said that

whonever he hears the phrasce "advanced industrial tochnology™ he




r8aches for his gun. Too often this catch phrase is used in an
attempt to mulct the public purse of sizeable sutsidies to finance
industrial research which has no hope of resulting in commercially
feasible products. I have a great deal of sympathy for this
position, but for different reasons. The use of the term to
our industries, existing as well as potential, is often misleading.
As an example, the electronics industry in America works at the
frontier of science and technology. The electronic components we
make in Singapore require less skill than that reguired by
barbers or cooks, consisting mostly of repetitive manual operations,
Let us not presume that at the comparative low level
of scientific and technological know-~how that we find ourselves
today, it is our role to train scientists and engineers who will
engage in research at the frontiers of knowledge.
Ours should be the more mundane, if practical, approach.
In the foreseeable future, we ure likely to set up those industrial
activities which require assiduous applicatior of engineering skills
and workmanship in well-developed and well-known industrial processes
in which we have a natural advantage by beins able to produce or
import engineers, technicians, craftsmen and skilled workers capable
of performing the most exacting standards of work but at a much
lower cost than the advanced countries could. Even so, the
limitation here is that restrictions may be imposed on the import

of quite a number of these products by industrialised natioms

to preserve the home market for these industries. Further, not all

countries would favour a policy whereby the techniques which they
evolved as a result of sustained and costly research and development
work are pagssed on to others. But within such limitations, there
could be a wide field to choose from.

The practical application, even at these modest levels
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of technology, requires a substantial upgrading of skills at all
levels -~ from research scientists, engineers, technicians, skilled
craftsmen - to standards beyond any thing Wwe have achieved now.
It is in this sense that we should try and improve our reservoir
of scientific and technological knowledge and experience.

This leads me naturally to the development of our
universities which are institutions to provide the requisite
people to perform these tasks. It is one of the misfortunes of
Singapore that the development of our two Universities has
encountered difficulties in the past which have stunted their
growth. In the case of Nanyang University, the deterioration
of administration prior to 1964 had allowed the control of the
University virtually to pass into the hands of student activists
who were manipulated by the Communist United Front. Nanyang
virtually became a trairing ground for high echelon cadres of
the Communist United Front. Government intervention as a
security measure was inevitable., Since the restoration of the
University's admiristration to more normal standards, improvements
have been made and standards have been raised.

The case of the University of Singapore was different .
Here, until very recently and perhaps not even then, there appeared
to be a total absence of meaningful dialogue between the University
and the government. The University, particularly in certain
departments in the Faculty of irts, in which expatriate staff were
dominant, viewed the government not as a possible source of support
and encouragement, but as a potential danger and a threat to its
autonomy. Trivial incidents, which sometimes arose as a result of
poor communications botween the two sides, were inflated out of all
proportions to their real importance. Part of the trouble seems to

stem from the attitudes of some expatriate staff who have brought

with them not merely a competence in their field of specialisation




but also contemporary styles and postures which mey be meaningful
in the context of strident anti-establishment and liberal postures.
In part, these reflect trends towards permissiveness and promiscuity
in the socicties from which these expatriates come and to which
they belong. DBut these ere totally irrelevant to the situation
Singaporeans are facing.

The growth of student population as well as the increase
in expenditures of the two Universities financed from Government
revenues have failed to keep pace with the expansion of the economy.
Enrolment at the two Universities plus the Polytechnic and Ngee Ann
grow during the decade from 9,355 to 16,214, a 73% increase compared
with a 146% increase in the Gross Domestic Product.

Matters had reached such a pass at the University of
Singapore that it was found necessary for a Cabinet Minister to
be appointed its Vice-Chancellor. And yet, it may be that the
appointment of my colleague, the Minister for Science and Technology,
could be just the step required to revstoru a rclationship of
confidence between the University and the Government so that tha
University can develop into an institution more in tune to the
needs of the society wihich nurtures it. There is welcoma avidence
that the student body and a growing part of the academic staff are
becoming aware of this.

Certainly without his appointment to the post of Vice-—
Chancellor, it is unlikely that my colleagues and I would
entertain thne proposal to move the University at enormous
expense from its present constricted campus at Bukit Timah to one
of the most scenic sites in Singapore in the range of hills known
as Kent kicdge. Since his appointment as Vice-Chancellor, it has
also been increasingly apparent to the Government that the

University would need more funds not only to expand existing
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facultiea and establish new ones, but also to increase the pay

of academic staff to levels which will ensure that they will
attract and retain the keenest intellects produced in the Republic.
Improvements in similar mcasure are also necessary at.the
other University, Nanyang University. Here the problem will be,
for some considerable time to come, to recruit Chinese-speaking
academic staff of calibre into the University. While Nanyang
graduates who have returned from post-graduate studies abroad

will grow in strength and numbers, there is need to recruit senior

staff in various disciplines. The field of recruitment is much
narrower than is the case with the Singapore University. Further,
many of the best Chinese-speaking scientists and scholars available
today outside of the People's Republic of China are engaged in
industrial research or academic teaching in the United States of
America. To attract them to Nanyang would be both a complex and
expensive exercise, but some method must be found of doing this

if Nanyang University were to develop in stature and repute as a
centre of scholarship and research.

I have dealt at some length on University education. The
subject arose out of current and projected shortages of engineers
and management personnel which proper university training
programmes could in course of time help to solve. But universities
have a more crucial role in the development process if one takes a
long term view of it., Let me set the sudject in its true perspective.

We bave made long and strenuous efforts to sttract foreign
investment into Singapore, but not because we need the money.

The high level of our overseas uassets shows that we have more
than we can usefully spend in Singapore. We welcome foreign
investors for the two things they bring with them - technology
and markets. If Singapore were a large country, say, with a

population of 100 million and endowed with a variety of natural




regources, the open door investment policy we pursue may not be
the best long term development strategy. In such & situation we
should develop an indigenous tuvchnology centred initially around
the exploitation of natural resources. But this would take time,
and would constrain the economy to slow growth rates for possibly
several decedes while universities and resezrch institutions need
to build up staff and expertise. But the pay off would come in
the end and most of it would accrue to citizens of the country.

Qur situation is the opposite to what I have described.
An open door policy is one which at least ensures rapid growth
right from the initial stage. When foreign corporations bring
their expertise what we experience, as a developing nation, is
a brain-drain in reverse. Naturally we piy for this. We pay in
the form of profits and know-how fees remitted abroad and high
salaries to foreign management and technical personnel.

This is the position we find oursclves in and it is
likely to persist into the mid-seventies and in lesser extent,
aven after that. It would be wrong for us to resent the inflow
cf management personnel, engineers and technicians from abroad.
On the contrary, we could regard them as blazing the trail for
the new industries which we do not have the knowledge and

technology to set up oursslves, We should also regard them as

presenting us not only opportunities for future graduates of our

Universities and technical schoels but also as performing
invaluable services in giving firm indications as to the lines
of science and industrial technology which our Universities and
training institutions should develop. Without such clear
indications, Singapore might make the mistake of other

developing nations in producing large numbers of university




graduates vhe cannot find useful employment. Having said this,

I need also say that in the long term the scientific know-how
and technoldgical processes which we now borrow from abroad
must in course of time develop on an indigenous base at our
institutions of higher learning. This is the task which I
see as deserving of high priority in the coming decade., We
must make good the neglect of our universities of the past
decade, when for the reusons I have explained, they did not
participate in the exciting transformation of Singapore,

from colony,to a State in a Federation, and then a Republic.

Sir, I beg to move.




