Q"rnu e

il

ﬂ‘ N

i
Wil

e ”'ltumul”




-

/

/

'ECONOMIC SURVEY

OF SINGAPORE'’
1989

Published by
’T’w National Printers Ltd
Under Licence from
- Ministry of Trade and Industry
7 Republic of Singapore



COPYRIGHT © 1990
MINISTRY OF TRADE AND INDUSTRY
SINGAPORE

All rights reserved. No part of this publication may be reproduced,

stored in a retrieval system or transmitted in any form or by any

means, electronic, mechanised, photocopying, recording or otherwise,
without the prior permission of the copyright holder.

ISSN 0376-8791

Price: S$14



BASIC ECONOMIC DATA

1960" 1970 1980 1987 1988 1983p

Area (sq km) 581.5 586.4 617.8 6226 625.6 626.4
Population at Mid-Year {'000} 1,646.4 2,0745 24139 2,612.8 2,647.1 2,6854

Annual Change (%) 2.4 15 1.2 1.2 15 1.3
Employment

Employed ('000) 448.62 644.2 1,073.4 1,192.9 1,238.5 1,277.3

Unemployment Rate (%) 4.9? 6.0 3.0 4.7 3.3 2.2
National fncome Aggregates

Gross Domestic Product

At Current Market Prices ($m) 2,149.6 | 5,804.9 | 25,090.7 | 42,609.3 | 49,365.3 | 55,310.1
Annual Change (%) 9.9 15.1 223 10.2 158 12.0
At 1985 Market Prices !
Annual Change (%) 8.7 9.4 9.7 9.4 111 9.2
Gross National Product (GNP)

At Current Market Prices ($m) 2,189.0 5,861.1 | 24,188.5 | 43,191.6 | 50,359.3 | 66,347.4
Annual Change (%) 9.9 14.9 18.3 9.1 16.6 1.9
Per Capita GNP ($) 1,329.6 2,825.3 9,940.6 | 15,690.6 | 17,848.4 | 19,415.4

Indigenous GNP ($m) na 4,989.9 | 19,039.1 | 36,736.4 | 42,425.8 | 46,903.3
Per Capita Indigenous GNP ($)3 na 2,478.1 8,342.8 | 14,510.0 | 16,483.1 | 17,909.6

Gross Fixed Capital Formation (GFCF)

At Current Market Prices ($m)

Total 2049 | 1,888.5 | 10,203.1 | 15,164.9 { 17,311.6 | 20,604.9
Private 145.1 1,621.2 7.710.2 | 9,847.2 | 13,216.1 | 16,897.2
Public 59.8 367.3 2,4928 1 5317.7 | 4,0855; 3,707.7

GFCF as % of GNP 94 32.2 42.2 35.1 344 36.6

At 1985 Market Prices
Annual Change (%)

Total 21.7 1.8 20.2 34 8.2 17.7
Private 2341 12.2 20.2 15.0 27.8 28.0
Public 17.6 1.3 20.2 -12.3 -26.1 -13.6

Gross National Saving ($m) -52.3 1,129.7 8,282.0 | 17,108.4 | 20,831.7 | 24,128.3
As % of GNP na 19.3 34.2 39.6 41.4 42.8
As % of GFCF na 59.8 81.2 112.8 120.3 1171

Productivity (Annual Change in %) na 43 5.7 4.8 46 4.8
Index of Industrial Production (1986 = 100) na 286 86.2 1174 139.0 152.8
Annual Change (%) na 121 12.2 17.4 18.4 9.9
Retail Sales Volume Index (1987 = 100) na na na 100.0 125.0 1389
Unit Labour Cost Index in Manufacturing
(1980 = 100) na na 100.0 118.3 123.0 129.5
Money Supply (M1} ($m) na 1,574.3 6,134.7 | 11,030.5 | 11,957.7 | 13,743.2

Annual Change (%) na 15.6 7.5 12.3 8.4 14.9

interest Rate

Minimum Lending Rate (%) na na 13.60 6.10 6.13 6.25

'Annual changes refer to averages for the decade.

2Census of Population 1957.
*Based on resident population.



BASIC ECONOMIC DATA (Cont'd)

19607 1970! 1980 1987 1988 1989p
Measures of Inflation (Annual Change in %)
Consumer Price [ndex 1.2 5.6 8.5 0.5 1.5 24
Domestic Supply Price Index na na 19.6 7.5 -1.9 2.6
GDP Deflator 1.0 5.3 1.4 0.7 43 25
Trade
Total Trade ($m) 7,554.8 | 12,289.6 | 92,797.1 | 128,680.9| 167,278.0 | 183,980.2
imports 4,077.7 7,533.8 | 51,3448 | 68,415.2| B8,226.7| 96,863.7
Exports 3,477.1 4,755.8 | 41,452.3 | 60,265.7| 79,051.3| 87,116.5
Domestic Exports 2171 1,832.2 | 25,805.2 | 39,070.6| 49,655.2| 55,251.7
Re-exports 3,260.0 2,923.6 | 15,647.1 | 21,195.1| 29,496.1| 31,864.8
Annual Change (%)
Total Trade 4.2 20.2 34.0 23.1 30.0 10.0
Imports 48 19.9 339 23.2 29.0 9.8
Exports 35 20.6 340 23.0 31.2 10.2
Domestic Exports 255 26.9 418 219 26.8 115
Re-exports -0.7 156.3 22.8 25.2 39.2 8.0
Terms of Trade (1985 = 100) na na 101.1 92.9 88.8 85.3
Transport and Communications
Vessel Arrivals (Million GRT) na na 237.7 343.3 396.4 430.7
Sea Cargo Handled (Million FT) na 43.5 86.3 129.5 154.7 173.0
Aircraft Landings {'000) 6.2 171 38.0 38.1 41.6 46.3
Telex Calls, Outgoing (Annual Change in %) na 43.4 36.6 -2.8 -14.9 -16.2
International Telephone Calls
(Annual Change in %) na 29.9 420 425 418 34.3
Tourism
Visitor Arrivals ("000) 90.0 521.7 | 2,562.1 3,678.8( 4,186.1 4,830.0
Hotel Occupancy Rate (%) na 70.7 86.1 68.7 79.3 86.4
Balance of Payments
Current Account Balance ($m) -244.7 | -1,750.8 | -3,345.6 471.8 2,627.6 4,559.7
Overall Balance ($m)} 140.1 564.8 | 1,433.8 2,3285| 3,343.6| 5,334.2
Exchange Rate (Per US$) na 3.0942 2.1412 2.1060 2.0124 1.9503
Official Foreign Reserves
Total at End of Year ($m) na 3,097.9 | 13,757.7 | 30,441.7| 33,276.6| 38,607.2
Ratio to Merchandise Imports (months) na 49 3.2 5.3 4.5 4.8
Public Debt at End of Year ($m) na 2,016.6 | 14,669.5 | 38,274.3] 41,830.7| 46,209.7
Domestic na 1,842.8 [ 13,7325 | 37,971.1| 41,589.9| 46,071.0
External na 173.8 937.0 303.2 240.8 138.7
Debt Servicing Ratio (%) na 0.6 1.0 1.3 0.4 0.7




CONTENTS

ECONOMIC PERFORMANCE

The World Economy

The Singapore Economy
Sectoral Performance

Macro Economic Policy Changes
Cost Competitiveness

MANUFACTURING

Manufacturing Performance
Performance of Major Industries
Manufacturing Investments
Mechanisation and Automation
Services Investments

Small and Medium Enterprise Sector
Research and Development

EXTERNAL TRADE
World Trade
Singapore’s Trade
Protectionism
Trade Promotion

BALANCE OF PAYMENTS

Current Account
Capital Account

PUBLIC FINANCE

Overview
Government
Statutory Boards

MANPOWER AND PRODUCTIVITY

Overview of the Labour Market
Labour Demand

Labour Supply

Unemployment

Labour Costs

Productivity Performance

The Productivity Movement

Tertiary Education and Skills Development

PRICES

Consumer Prices

Domestic Supply Prices

Gross Domestic Product Deflator

Page

10
15
16

19
19
20
23
25
25
26
33

36
36
37
43
44

46

47
48

49
49
49
60

62

62
62
65
65
65
66
70
73

78
78
81
83



CONTENTS (Contd)

Page
8 TOURISM 85
The World Tourism Scene 85
Singapore’s Tourism Performance 86
Hotel Sector 90
Performance of the Convention Industry 92
Tourism Product Development Plan 93
Factors Affecting Future Growth in Visitor Arrivals 94
9 MONETARY AND FINANCIAL DEVELOPMENTS 95
Exchange Rate and Monetary Policy 95
Growth and Development of the Financial Sector 97
Commercial Banks 100
Finance Companies 102
Merchant Banks 102
The Asian Dollar Market 103
Post Office Savings Bank 103
Central Provident Fund 104
Insurance Companies 104
The Stock Market 105
The Financial Futures Market 106
The Foreign Exchange Market 106
STATISTICAL APPENDIX 111

EDITORIAL COMMITTEE 161



TABLES IN TEXT

ECONOMIC PERFORMANCE

1.1 Annual Changes and Contribution to Growth in Total Demand
at 1985 Market Prices, 1987-1989

1.2 Annual Changes in Gross Fixed Capital Formation at 1985
Market Prices, 1987-1989

1.3  Percentage Distribution of Gross Fixed Capital Formation
at Current Market Prices, 1987-1989

1.4  Annual Changes and Contribution to Growth in Gross Domestic
Product at 1985 Market Prices, 1987-1989

MANUFACTURING

2.1 Tax Incentives Awarded To SMEs
2.2 Grants Approved For SMEs

2.3 Loans Approved For SMEs

BALANCE OF PAYMENTS
4.1  Balance of Payments, 1986-1989

PUBLIC FINANCE
5.1  Government Revenue and Expenditure, 1987—1989
5.2 Revenue and Expenditure of Ten Major Statutory Boards,

1987-1989

5.3  Functional Classification of Government Recurrent Expenditure,
1988-1989

54  Functional Classification of Government Development Expenditure,
1988-1989

MANPOWER AND PRODUCTIVITY
6.1 Changes in Manufacturing Unit Labour Cost (In Terms of US$)

6.2  Participants for Courses and Seminars Conducted by The National
Productivity Board, 1987—-1989

6.3 Enrolment and Output of Graduate, Technical and
Skilled Manpower, 1987—1989

PRICES

7.1  Measures of Inflation, 1985-1989

7.2 Changes in Gross Domestic Product Deflator, 1985—1989

TQURISM
8.1 Top Ten Visitor Generating Markets, 1989
8.2 Tourism Indicators, 1984—1989

MONETARY DEVELOPMENTS
9.1 Assets and Liabilities of Financial Institutions, 1986—1989

Page

10

30
31
32

47

50
51
58

59

67
71

74

79
83

87
91

101



CHARTS IN TEXT

ECONOMIC PERFORMANCE

1.1
1.2
1.3
1.4
1.5
1.6
1.7

1.8
1.9

Economic Growth in Selected OECD Countries
Economic Growth in NICs

Gross Domestic Product at Market Prices

Changes in Gross Domestic Product at Market Prices
Changes in Total Demand at 1985 Market Prices
Changes in Real GDP by Sector

Singapore’s Relative Unit Labour Cost in Manufacturing Against
the Other NICs

Wage Share in Nominal GDP
Unit Business Cost Index of the Manufacturing Sector

- MANUFACTURING

2.1
2.2
23
24
25

2.6
2.7
2.8

Changes in Index of Industrial Production of Singapore and NICs

Quarterly Index of Industrial Production

Quarterly Index of Industrial Production of Selected Industries

Key indicators in the Manufacturing Sector

Formation and Ceased Operation of Companies and Businesses
in Singapore

Manufacturing SMEs' Performance

SMEs’ Share of Total Manufacturing

Net Fixed Assets Per Worker

EXTERNAL TRADE

31
3.2
3.3
34
3.5
3.6

Changes in World and Singapore Trade in Volume Terms
Singapore’'s Exports at 1985 Prices

Singapore’s Exports at Current Prices

Singapore’s Domestic Exports at 1985 Prices

Singapore’s Domestic Exports at Current Prices
Singapore’s Major Export Markets at Current Prices

BALANCE OF PAYMENTS

4.1

Balance of Payments

PUBLIC FINANCE

5.1
5.2
5.3
54
5.5

Government Revenue

Government Revenue as a Percentage of GDP
Government Expenditure

Government Expenditure as a Percentage of GDP
Financing of Government Expenditure, 1989

v

Page

el B & 1 B - N O Y

15
16
17

19
20
21
24

27
28
29
29

36
37
38
39
40
41

46

51
52
53
54

56 & 57



CHARTS IN TEXT (Cont'd)

6 MANPOWER AND PRODUCTIVITY

7

8

9

6.1 Changes in Total Employment

6.2 Changes in Employment by Sector

6.3 Employment in the Public Sector

6.4  Annual Changes in Labour Force Participation Rates By Age Group
and Sex, 1989

6.5 Unemployment

6.6 Changes in Average Monthly Earnings and Consumer Price Index

6.7 Changes in Unit Labour Cost in Manufacturing in NICs

6.8 Changes in Productivity by Sector

PRICES

7.1 Sources of Inflation

7.2 Changes in Consumer Price Index

7.3 Changes in Price Indices

TOURISM

8.1 Growth Rates in International Visitor Arrivals to Selected
Asian Destinations

8.2 Singapore's Visitor Arrivals

8.3 Singapore's Major Visitor Generating Markets

8.4 Singapore’s Average Occupancy Rate of Gazetted Hotels

8.5 Singapore’'s Chain Index of Hotel Tariffs

8.6 Singapore’s Cess Collection

MONETARY AND FINANCIAL DEVELOPMENTS

9.1
9.2
9.3
9.4

Annual Growth Rates of Maney Supply

Selected Interest Rates

Movement of Singapore Dollar Against Major Currencies
Changes in Bank Loans and Advances by Sector

Page

62
63
64

65
66

68
69

79
80
82

85
86
88
90
92
93

95
96
98
101



1

TABLES IN STATISTICAL APPENDIX

GROSS DOMESTIC PRODUCT

A1
A1.2

A13

Al.4

A15

A1.6

A1.7

A1.8

Output, Saving and Investment, 1960, 1970, 1980 and 19871989

Gross Domestic Product by Industry, 1960, 1970, 1980 and
1987-1989

Gross Domestic Product Deflators by Industry, 1960, 1970, 1980
and 1987-1989

Expenditure on Gross Domestic Product, 1960, 1970, 1980 and
1987-1989

Deflators of Expenditure on Gross Domestic Product, 1960, 1970,
1980 and 1987-1989

Private Consumption Expenditure, 1960, 1970, 1980 and
1987-1989

Gross Fixed Capital Formation, 1960, 1970, 1980 and
1987-1989

Gross Fixed Capital Formation by Public and Private Sector, 1988
and 1989

MANUFACTURING

A2.1

A2.2

A23

A2.4
A2.5

A2.6

A2.7

Principal Statistics of Manufacturing, 1960, 1970, 1980 and
1987-1989

Principal Statistics of Manufacturing by Major Industry Group,
1988

Principal Statistics of Manufacturing by Major Industry Group,
1989

Index of Industrial Production of Selected Industries, 1984—1989

Net Investment Commitments in Manufacturing by Industry,
1985-1989

Expected Fixed Assets Per Worker and Value Added Per Worker
of New Investment Commitments by Industry, 1985—1989

Investment Commitments by Country of Origin, 1982—1989

EXTERNAL TRADE

A3.1
A3.2

A3.3

A3.4

A3.5

A3.6
A3.7

Singapore’s External Trade, 1980 and 1985—1989

Total Trade by Selected Country, 1960, 1970, 1980 and
1987-1989

Imports by Selected Country of Origin, 1960, 1970, 1980 and
1987-1989

Exports by Selected Country of Destination, 1960, 1970, 1980 and
1987-1989

Imparts by Major Commodity, 1960, 1970, 1980 and 1987~ 1989

Exports by Major Commodity, 1960, 1970, 1980 and 1987-1989

Domestic Exports by Major Commodity, 1960, 1970, 1980 and
1987-1989

vi

Page

1
112
114
115
116
117
119

120

121
122

123
124

125

126
127

128
129
131
133
135
136

137



TABLES IN STATISTICAL APPENDIX (Contd)

Page
4 TRANSPORT AND COMMUNICATIONS
A4.1 Transport and Communications, 1960, 1970, 1980 and
1987-1989 138
5 MONEY AND BANKING
A5.1 Money Supply, 1965, 1970, 1980 and 1987—1989 139
A5.2 Assets and Liabilities of Banks, 1960, 1970, 1980 and 1987-1989 140
Ab5.3 Bank Loans and Advances to Non-Bank Customers, 1966, 1970,
1980 and 1987-1989 141
A5.4 Interest Rates, 1960, 1965, 1970, 1980 and 1987-1989 142
Ab5.5 Assets and Liabilities of Asian Currency Units, 1968, 1970, 1980
and 1987-1989 143
6 MANPOWER
A6.1 Persons Aged 15 and Over by Activity Status, Age Group and
Sex, 1989 144
A6.2 Persors Employed Aged 15 and Over by Industry, Age Group
and Sex, 1989 145
A6.3 Persons Employed Aged 15 and Over by Occupation, Age Group
and Sex, 1989 146
A6.4 Persons Employed Aged 15 and Over by Industry and Occupa-
tion, 1989 147
AB.5 Changes in Employment, 1984—1989 148
AB.6 Age-Sex Specific Labour Force Participation Rates, 1970, 1980
and 1989 149
A6.7 Changes in Average Monthly Earnings, 1980—-1989 150
AB6.8 Changes in Productivity by Sector, 1980—1989 151
A6.9 Changesin Value Added Per Worker Adjusted for Hours Worked,
1980- 1989 152
7 PUBLICFINANCE
A7.1 Classification of Government Revenue, 1975, 1980 and
1986—1989 153
A7.2 Functional Classification of Government Recurrent Expenditure,
1975, 1980 and 1986—-1989 154
A7.3 Government Debt, 1965, 1970 and 1978-1989 155
8 PRICES
A8.1 Consumer Price Index, 1984—1989 156

A8.2 Domestic Supply Price Index, 1984—1989 157

vii



TABLES IN STATISTICAL APPENDIX (Cont'd)

Page

9 BALANCE OF PAYMENTS
A9.1 Balance of Payments, 1970, 1980 and 1985-1989 158

10 TOURISM
A10.1 Visitor Arrivals by Country of Residence, 1970, 1980 and
1986—-1989 159
A10.2 Supply of Hotel Rooms, Hotel Occupancy and Hotel Tariffs,
1979-1989 160

NOTATIONS

preliminary

—_— nil, zero or negligible

na not applicable or not available
nie not included elsewhere

©

viii



1 ECONOMIC PERFORMANCE

THE WORLD ECONOMY

Sustained Growth In World Economy. ..
(Chart 1.1)

The world economy continued to grow
strongly in 1989. The economies in the
Organisation for Economic Cooperation
and Development (OECD) entered their
eighth successive year of growth with
almost no sign of recession. Output of the

OECD economies grew by 3.6 per cent
compared with 4.4 per cent in 1988.

The United States (US) economy grew at
a slower rate of 2.9 per cent in 1989
compared with 4.4 per cent in 1988. A
slowdown in domestic demand was
largely responsible for the slower growth.
Inflation remained stubborn despite a
slowing US economy, with consumer
prices increasing at an annual rate of 4.6

Chart 1.1
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per cent. However, the US incurred a lower
trade deficit of US$109 billion in 1989 com-
pared with US$119 billion in 1988. Accord-
ing to the latest OECD report, the US is
expected to grow slower at around 2.3 per
cent in 1990.

Japan enjoyed another year of strong
economic growth in 1989, with output
expanding by about 5 per cent, compared
with 6.8 per cent in 1988. The impetus for
growth came from private consumption
and business investment, which grew by 4
per cent and 16 per cent respectively.
Consumer demand was initially depressed
by the introduction of a 3 per cent con-
sumption tax in April but rebounded in the
third quarter. The consumption tax also
contributed to a higher inflation rate of
2.3 per cent, up from 0.7 per cent in 1988.
However, this rate is still the lowest among
the industrialised countries for the third
consecutive year. A strong growth in
imports, officially encouraged by the
government, coupled with a slowdown
in exports, helped reduce Japan’'s
trade surplus to US$77 billion from the
1988 figure of US$95 billion. The economic
outiook for 1990 is bright, with the
Japanese government forecasting a 4 per
cent growth for the fiscal year 1990.

The West German economy recorded
the best growth performance in a decade
with growth of 4 per cent. Strong external
demand and investment were the main
engines of growth. Other contributory
factors were the mild winter which was
conducive for construction activity and the
influx of Germans from Hungary and East
Germany arising from the liberalisation of
immigration regulations among the three
countries. Exports rose by about 15 per
cent due to strong external demand for
German-made capital goods and the
effects of a weaker Deutschemark (DM).
Germany's trade surplus rose from DM
128 billion in 1988 to DM 135 billion in

1989. The current account surplus for 1989
also widened from the previous year’'s DM
85 billion to DM 99 billion. The good
growth performance led to the unem-
ployment rate falling steadily during 1989
to 7.3 per cent in September and October
before edging up slightly in November and
December because of the influx of East
Germans. The outlook for the West Ger-
man economy is good, with the OECD
forecasting growth to be 3.2 per cent in
1990.

The United Kingdom (UK) economy
slowed down from 4.3 per cent in 1988 to
2.1 per cent in 1989. The slowdown was
caused by the government’s pursuit of a
high interest rate policy to dampen con-
sumer demand and keep up the external
value of the Pound (£). Private consump-
tion grew at a more moderate pace of 3.6
per cent compared with 6.9 per cent in the
previous year. Despite the slowdown in
consumer demand, the current account
registered a deficit of £20 billion. Inflation,
at 7.8 per cent, was higher than in 1988 but
showed signs of slowing down towards
the end of the year. The OECD expects
growth in the UK economy to be about
1.3 per cent in 1990.

.. .With Mixed Performance In The Newly .
Industrialising Countries (NICs). . .
(Chart 1.2)

Growth in the South Korean economy
was substantially stower in 1989. The
economy grew by 6.6 per cent, compared
with 13 per cent in 1988. The trade surplus
decreased, even though the Won rose only
slightly by 2.5 per cent against the US
dollar compared with a 16 per cent appre-
ciation in 1988. Exports increased by a
sluggish 2.6 per cent, far below the 28 per
cent growth in 1988. Imports grew by
18 per cent, down from last year's 26 per
cent growth. The South Korean Economic



Chart 1.2
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Planning Board forecasts the growth in
1990 to be 6.5 per cent.

After growing by 6.8 per cent in the first
half of the year, the Taiwanese economy
accelerated further in the second half as
labour and political unrest in South Korea
and China diverted orders to Taiwan.
Overall growth for 1989 remained robust
at 7.2 per cent, a shade lower than the
7.8 per cent achieved in 1988. Exports
grew by 12 per cent, comparable to the 13
per cent growth a year ago. A slower-
appreciating New Taiwan (NT) dollar in
1989 caused a drastic drop in import
growth from 44 per cent in 1988 to 10 per
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cent in 1989. The Council for Economic
Planning and Development expects overall
growth in 1990 to remain high at 7 per
cent.

The Hong Kong economy suffered some
major setbacks as a result of the political
unrest in China. Investors’ confidence in
Hong Kong took a dive as the political and
economic future of Hong Kong became
less certain. The austerity programme
following the unrest in China, Hong Kong's
second largest market, has reduced the
colony’s domestic export growth to China
from 37 per cent in 1988 to an estimated
3 per cent in 1989. Total domestic exports



rose by 1.5 per cent compared with 10 per
cent a year ago. Re-exports growth fell
from 50 per cent in 1988 to 20 per cent in
1989. Overall economic growth in 1989
was estimated by the government to reach
only 3 per cent, down from 7.3 per cent in
1988. Merrili Lynch forecasts 2—3 per cent
growth for Hong Kong in 1990.

...And Strong Expansion In The Regional
Economies

After achieving double-digit growth of
12 per cent in 1988, the Thai economy
continued to expand with an estimated
growth of 11 per cent in 1989 according to
the Bank of Thailand. As in 1988, the

impetus to growth came largely from the
manufacturing sector. The agricultural
sector also performed well because of
strong external demand for Thai commod-
ities. Foreign investment remained active,
aithough it grew at a slower pace com-
pared with last year. Both imports and
exports continued to expand briskly, at
estimated rates of 28 per cent and 29 per
cent respectively. Due to stronger domes-
tic demand, the consumer price index is
expected to rise faster, by 5.5 per cent, as
against the 3.8 per cent rise in 1988.

The Malaysian economy also continued
to expand healthily at an estimated rate of
7.6 per cent in 1989. Economic growth in

Chart 1.3
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