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A New Economic Vision:
Towards Innovation, Equal Opportunity, and Compassionate

SINGAPORE DEMOCRATIC PARTY

Executive Summary
Singapore’s economy has registered dramatic growth in the last half century. This
expansion has, however, come at a cost. It has been driven by the People’s Action Party
(PAP), the current government, which pays scant regard to democracy and the rights of
Singaporeans. Because of this, problems have been emerging. Income inequality, a
dispirited workforce, the absence of an entrepreneurial class, our reputation as a tax
haven, and the unhappiness of the local populace with the influx of foreign labour have
raised questions about the sustainability of the country’s current economic model.
The Singapore Democratic Party (SDP) has drawn up an alternative economic
programme to chart a different course for our economy. Our programme emphasises
fairness and promotes equality and equal opportunity for all. It is one that is peoplecentric and has as its prime objective the well-being and happiness of Singaporeans. It is
also an alternative that is both realistic and sustainable.
While the current government clings to policies that help the elite get richer while
“sticking its spurs” into workers’ sides to make us work “cheaper, better and faster” as
our ministers have expressed, the SDP’s vision is to create an economic system that
benefits all Singaporeans, one that makes our society more egalitarian by tapping on the
people’s innovative best.
Our alternative seeks to level up society. We need a system that works for the people, not
vice versa. Material gain must result in collective social good. Gain for its own sake can
be destructive to social processes and to a community. And social good can only come
about when people are not alienated from the decision-making process, and when
community bonds are strengthened instead of weakened.
At a glance, this is the SDP’s plan:
Redefine economic progress. We propose an alternative indicator of economic progress.
The PAP almost exclusively relies on Gross Domestic Product (GDP) growth as a
measure of society’s wellness. The problem is that GDP is an insufficient—and even
misleading—indicator when the cost (social, environmental and financial) of production
is not taken into account. With an alternative index, such as the Genuine Progress
Indicator (GPI), that comprehensively measures the cost and benefit of economic growth,
we can better gauge the efficacy of our policies. Under our programme, the quality of life
and overall happiness of our citizens will be the guiding factor for economic growth.
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Reduce income inequality. As Singapore’s GDP growth rate rises, so has income
inequality and poverty in the country. To ensure that workers are not exploited, we
propose the legislation of a national minimum wage. Retrenchment insurance will also be
introduced to provide retrenched workers with support while they look for reemployment.
Encourage entrepreneurship. Our workers’ productivity has been falling to dismal levels.
To address this problem, we will work to ensure that our society is free and open so that
innovation can thrive. Workers must be intrinsically motivated; only this will ensure that
they excel in whatever they do and add value to the goods and services they produce. We
also aim to cut down on importing cheap foreign labour and ensure that employers
employ Singaporeans first. Only when local talent cannot be found should foreigners be
employed.
Eliminate GLCs, increase SMEs. We aim to encourage enterprise by divesting inefficient
government-linked companies (GLCs), which are competing with and slowing down the
growth of our small and medium enterprises (SMEs), of their untouchable status. One
effective way to help local SMEs grow is to reduce land costs and rentals. We will also
work towards weaning our economy off its addiction to multinational corporations
(MNCs).
Remake the GIC/Temasek model. Singapore’s reserves are, effectively, kept with the
government through two conglomerates: the Government of Singapore Investment
Corporation (GIC) and Temasek Holdings (TH). These entities are currently being run in
a less than transparent manner. The SDP believes that our country’s reserves should work
for the people, not the other way around. TH should be eliminated and the GIC’s
operations must be made transparent and its accounts made public. The GIC must be
restructured to function independently of the ruling party—no member of parliament or
their relatives should hold governing positions in the company.
Increase social spending. We recommend allocating more resources to help the most
vulnerable segments of our society. We believe that social welfare assistance for the
poorest of our poor must increase in order to reduce poverty. The SDP does not advocate
deficit spending on a continual basis, but we are convinced that the national budget for
social programmes and health care must be increased in order to support the needy and
elderly.
Abolish the CPF Minimum Sum Scheme. Retirees depend on their Central Provident Fund
(CPF) savings to meet living expenses. Withholding their savings through the Minimum
Sum Scheme is not only impractical but also immoral. The scheme must be abolished and
the money returned to members when they retire.
Empower workers. Beyond a certain level, no amount of coercion can bring about higherquality output and productivity. We must empower our workers and upgrade their minds
and attitudes by returning them their freedom; it is when they feel a sense of belonging to
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society that they will be motivated to contribute more than what is asked of them.
Singapore needs a new economic model that will take us into a new era of sustainable
growth—one that will allow us to compete on the international stage instead of
consigning our workers to a cycle of working harder and longer for less and less; one that
uplifts our people instead of dumbing them down; and one whose priority is the wellbeing of all Singaporeans, not just the rich. We must work towards an enlightened
economic system.
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PART 1

OUR POLITICAL ECONOMY:
A BRIEF HISTORY
Chapter 1: The colonial economy
Throughout early colonial times Singapore was a trading centre, a bridge between the
East and the West. It inherited the role from Riau, which was the centre of trade in
Southeast Asia until it was destroyed by the Dutch in 1784. The first traders in Singapore
were the Bugis, the Chinese, and the British, who colonised the island in 1819 through
the East India Company. Singapore initially profited mostly from opium and arms
trading, making it the British Empire’s centre for drugs and guns. Trade subsequently
diversified: Chinese junks brought their goods to Singapore and European merchants
bought these goods and shipped them home. Singapore’s development into an entrepot
hub happened mainly because of the British colonialists’ free trade policies. The port was
open to all traders and no port duties were charged.1
With the Industrial Revolution came change. Ships could travel faster and further, making
trade more efficient and far-reaching. Ships travelling from Calcutta to Hong Kong no
longer needed to stop in Singapore, and this restricted Singapore trade to its Southeast
Asian hinterland.2
To survive, Singapore needed to rediscover itself. Opportunity came in the form of
rubber. Across the Strait of Johor on the Malayan peninsula, large tracts of land were
devoted to the cultivation of rubber trees whose sap was processed into rubber. The
commodity came into great demand. Little rubber was produced in Singapore itself, but
much of its trade was carried out on the island with many large rubber firms making their
headquarters here.3 As a result, Singapore again became a trading hub. This attracted
Western corporations which set up shop in the territory, further establishing the island as
a centre of commerce.
Most of the local population, however, did not benefit commensurately from the increase
in foreign economic activity. Many Singaporeans were employed as lowly paid rickshaw
pullers, boatmen, fishermen or market gardeners. These coolies lived in shophouses,
often in crammed and squalid conditions. A domestic economy sprang up within the
5
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community, with vendors and artisans offering a panoply of services ranging from street
food to haircuts. Opium dens and prostitute houses proliferated.
After World War II (WWII), demand for rubber faltered. Singapore’s infrastructure was
also in a bad state, with the harbour desperately needing repairs and modernisation.
Although demand for rubber once again boomed with advent of the Korean War in 1950,
it was clear that dependence on trading raw materials was not going to be sustainable for
the economy. With the Malayan ports of Penang and Klang developing, Singapore needed
to change its strategy.

World economic order
WWII had a more significant impact on Singapore’s economic development than is
commonly acknowledged. In 1944, hundreds of delegates were invited to a conference
held in a resort town in Bretton Woods, New Hampshire in the United States (US) to
establish a new system of monetary management and commercial relations among Allied
nations. Commonly known as the Bretton Woods system (later coined as the Washington
Consensus), the agreement heralded an era of market principles that focused on free trade
and profit maximisation for corporations. At the heart of this ideology was the belief that
markets across the world should be opened up with the lowest possible tariffs and the
least amount of interference in the operations of private business. This ideology was
championed by big Western corporations, which were constantly on the lookout for new
markets and cheap labour.
The inevitable corollary was that economic expansion following the ratification of the
Bretton Woods system often occurred at the expense of the economies and workforces in
which the corporations operated. The system also promoted a new post-war economic
philosophy, sometimes called market fundamentalism, which favoured capital over
labour. Some of its ideas included:
 Lowering personal income tax rates, a measure which benefits mainly the ultrarich;
 Lowering corporate tax rates, ostensibly to stimulate economic growth;
 Introducing indirect taxes such as the Goods and Services Tax (GST) or valueadded tax (VAT);
 Reducing trade tariffs to a minimum;
 Allowing economies to compete on reducing taxes.
Following the defeat of the Axis powers, the West was free to shape the world economic
order. However, it had to contend with the rise of communism. The struggle for economic
supremacy between these two ideologies pervaded Asia. When the Japanese surrendered
in 1945, the British returned to govern Singapore, but their hold on the island had been
fatally weakened. The local population grew increasingly restive and calls for
independence became louder.
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This culminated in the first-ever elections, held in 1955, which saw David Marshall
elected as the chief minister of a limited local government. Marshall subsequently
stepped down when he failed to secure independence for Singapore. In 1959, the PAP, led
by Lee Kuan Yew, came into power. Lee’s victory was made possible because of the
backing of the British who had repeatedly detained without trial his opponents before and
after 1959 (see Chapter 15). Lim Chin Siong, a founding member of the PAP, was a
charismatic party leader who led the left-leaning faction of the PAP. Lim was imprisoned
without trial which allowed Lee to claim power in the party, and eventually Singapore,
even though it was acknowledged that Lim was the more popular leader (see Chapter 15).
Great Britain favoured Lee because it felt that it could trust him to remain faithful to the
West’s economic ideology. Singapore has since remained under authoritarian control for
more than half a century. During this time, the country’s economy has maintained a
hybrid form of statism and market fundamentalism.

Chapter 2: Economic strategy under the PAP
After becoming prime minister in 1959, Lee pushed for Singapore to be part of the
Federation of Malaya. However, as events developed, Singapore’s continued existence as
part of the Federation came to an abrupt end in 1965 and the Republic of Singapore, a
sovereign nation, came into being. The PAP government set about building the economy.
It enlisted the help of a United Nations Development Programme (UNDP) mission, led
by Dutch economist Dr Albert Winsemius who is credited with being the principal
architect of Singapore’s post-independence economic development. Winsemius was
employed by the government until 1984 as its chief economic advisor. During his tenure,
he advised that the economy be built around the following plan which became known as
the Winsemius Report1:
1.
2.
3.
4.

Develop low-value industries; Develop a public housing programme;
Attract foreign MNCs;
Position Singapore as an international financial centre;
Build Singapore into a transport hub.

Singapore’s present economic position is very much a result of these key strategies. The
first ten years of Singapore’s independence were largely focused on building an exportoriented model by attracting and encouraging foreign investment in various industries
including electronics, shipbuilding and oil refining. The investments were stimulated by
granting generous subsidies to the MNCs and facilitated through the creation of the
Economic Development Board (EDB), which made it easier for foreign companies to
settle in Singapore by dealing with a single government body for all their paperwork. The
fact that English was the main language in Singapore also made it more attractive to
foreign investors.
The demise of an effective labour movement was another reason businesses favoured
locating their operations in the city-state. Through Singapore’s early post-independence
7
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years, Lee and the PAP cracked down on political opposition, civil society and the media.
With the umbrella National Trades Union Congress (NTUC) controlled by the PAP and
with no minimum wage in place, companies had full control over salaries and employees’
working conditions.
The strategy increased productivity, and GDP growth averaged nearly 10 percent per
annum. This economic acceleration did not, however, create a secure working
environment for workers who were shorn of their rights.
In 1973, the global recession triggered by the oil crisis caused Singapore’s economy to
slow down. By then, direct exports accounted for 65 percent of total manufacturing
output.

The “Second Industrial Revolution”
Acknowledging that the economy could not continue keeping wages low in order to
attract foreign investments, the PAP government embarked on a new strategy known as
Singapore’s Second Industrial Revolution.2 Towards the end of the 1970s, Singapore
attempted to restructure its economy by moving into skill- and capital-intensive
industries. The idea was to replace the low-paying jobs and cheap goods with high valueadded ones. This was done through several means:




Raising wages by launching the National Wages Council (NWC) to attract
investments that provided higher-end jobs such as research and development;
Encouraging employers (with subsidies via the Skills Development Fund) to retrain
workers, so that said employees could move up the value added chain,
curtail the inflow of cheap foreign labour and encourage the immigration of
professionals.3

This “corrective” wage policy was enacted because the PAP government acknowledged
that earlier suppression of wages had led to a distortion of the real market value of
Singapore’s workforce, eroding the economy’s competitiveness. 4 The strategy to
“revolutionise” the economy seemed to work as GDP growth soon bounced back to
previous levels. This improvement was short-lived, however, as another recession
occurred in 1985. One of the factors that triggered the economic contraction was the rise
in unit labour costs and the failure of the retraining scheme to produce higher-end
workers. The PAP government promptly made an about-turn and resumed its reliance on
supplying cheap labour to attract MNCs.

“The Next Lap”
As a nation dependent on exports, Singapore relied heavily on foreign demand for
Singaporean goods to sustain economic growth. When economic growth slowed in the
US in 1985, Singapore’s GDP contracted 1.4 percent. Although external factors played a
role in bringing about the 1985 recession, the PAP’s policies contributed significantly to
8
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it. According to a report by the economic committee of the Ministry of Trade and
Industry, high wages played a large role in the loss of competitiveness.5
The PAP government then embarked on an economic renewal programme. In 1991, it
launched Singapore: The Next Lap, a blueprint to take the country into a new era with
Lee Kuan Yew stepping down as prime minister and Goh Chok Tong taking over the
office. The Next Lap was a broad programme that included plans to sharpen the
economy’s competitive edge. These included the National Technology Plan which was
aimed at pushing the country into “the major league of a world-class innovation-driven
economy by 1995.”6 By the mid-1990s, however, the economy was again showing signs
of sluggishness with worker retrenchment going up, the stock market coming down, trade
volume receding, major retailers closing down, and non-oil domestic exports shrinking.
The decline was, however, masked by the Asian Financial Crisis, which started in 1997.

The Asian Financial Crisis
When the Thai baht collapsed in July 1997, it caused a ripple effect across Asian
economies. Singapore was also affected despite its relatively strong position in the global
markets at the time. For the first time since 1985, the Singapore economy contracted, and
many people lost their jobs. The PAP government responded, along with other cost cuts,
by decreasing employer contributions to CPF and lowering the rental costs of government
property.
In the aftermath of the crisis, the government appointed the Economic Review
Committee (ERC), led by then deputy prime minister Lee Hsien Loong, to chart the way
forward. Among its plans was a measure to increase the number of foreigners in the
workforce. In its 2003 report, however, the ERC promised to “carefully manage the
inflow [of foreign workers] to benefit our economy and our people. An appropriate levy
will regulate the demand for foreign workers, and ensure that they complement rather
than displace Singaporean workers...”7
The increase of foreigners in the workforce led to the productivity rate dropping to
worrying levels. This prompted the government to set up another committee, the
Economic Strategies Committee (ESC), in 2010, headed by Finance Minister Tharman
Shanmugaratnam. Tharman made tackling productivity decline his priority,
recommending a raise in the foreign workers’ levy to manage the inflow of these workers.
The rationale was that it would compel businesses to be more judicious in employing
foreigners and take in only the most talented and qualified—the same promise it made
back in 2003.
Promises notwithstanding, inflow of foreign workers continued unabated with the
population comprising 38 percent of non-Singaporeans. In a White Paper published in
2013, the government said that by 2030 the “total population could range between 6.5
million and 6.9 million.”8 This announcement met with an outcry from Singaporeans
which prompted the PAP to explain that the 6.9 million figure was not a target but a
“planning parameter”.9
But the productivity slide continued as the economy suffered from an inability to
innovate and generate value-added growth despite the government’s promise of turning
9
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Singapore into a global knowledge-based economy. Economists such as Paul Krugman
and Alwyn Young observed that Singapore’s economy was fueled primarily by inputdriven growth (see Chapter 14).

Global Financial Crisis
Another development following the Asian Financial Crisis was that the PAP government
decided to turn Singapore into a financial centre. It did this by amending laws, especially
the Banking Act, to attract high net worth individuals from around the world. As wealthy
individuals and corporations began setting up bank accounts here, many eager to avoid
paying taxes in their home countries, Singapore quickly gained a reputation as a tax
haven. This allowed the economy to register robust growth, led by the financial sector.
In 2008, the sub-prime loans debacle triggered a financial catastrophe in the US which
affected the global economy. Singapore was severely affected causing a precipitous
decline in GDP growth in the last quarter of 2008. Because the Singapore economy had
been repositioned as a financial stronghold, the PAP government and its business arm had
invested heavily in banks in the US, UK and Europe, a venture which resulted in losses
totalling $120 billion.10,11
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PART 2

THE FOUNDATION AND THE FUTURE
Chapter 3: Market economy vs market society
Singapore has never considered, much less practiced, anything other than the free-market
system, and rightly so. Such a system allows us to reward enterprise and diligence and, in
so doing, generate growth for our economy. The more innovative we are and the harder
we work, the greater our remuneration and the higher our socioeconomic status. The
inevitable corollary is that outcomes for participants in the economy will, and should, be
unequal. There is nothing undesirable with such an arrangement; people should be
encouraged to seek socioeconomic elevation through productive means. It is the human
desire to get ahead and our aspirations to live better lives that drive progress. The
mechanisms of the free market allow that.
Yet, there is something profoundly wrong with the situation in which we find ourselves.
The promise of the free market is under siege. This is because what we have in Singapore
today is not a free-market economy but a free-market society—a distinction made
prominent by Harvard professor Michael Sandel in his book What Money Cannot Buy.
The market economy, Sandel says, is a tool with which we use to organise our economic
lives. The market society, on the other hand, is a way of life, one where monetary
incentives become the be-all and end-all of the way we live. The problem isn’t what we
aspire to—it is what we are willing to sacrifice in our effort to attain material wealth that
should give us pause. In other words, where do we place money in our lives?1

A nation’s soul
It is not the intention of this paper to moralise on how individuals live their lives. Rather,
it is to discuss the organisation of our society and envision our collective future. How we
organise the system that runs our lives will determine how happily and fulfilled we live as
individuals. In Singapore we have moved, perhaps imperceptibly so, to a market society;
we have turned many aspects of our lives into commodities which can be traded for cash.
Money has become the driver of our behaviour—even of our value system.
When we want to control population growth, women are given cash incentives to undergo
11
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sterilisation. When we change our minds, we give tax incentives to couples to encourage
baby-making. We pay our ministers million-dollar salaries to retain them in public
service. We reward our children with cash when we want them to develop strong
characters. Our health-care system runs on the basis that the richer you are, the better and
more prompt your medical treatment. Elite schools offering special academic tracks
charge school fees upwards of $300 a month. Our public housing system allows flats to
be sold in excess of $1 million.
When we monetise things that we shouldn’t, especially in circumstances where societal
values are involved, we bring about harmful outcomes. A moneyed society wreaks a
pernicious effect on the public spirit: Despite having the highest number of millionaires
per capita in the world, Singaporeans are the least happy people (see Chapter 10); despite
being rated as one of the best places to immigrate by foreigners, Singapore has more than
half of its citizens wanting to emigrate
;2 and despite compulsory National Service that purports to build patriotism, more than a
third of our youths say that don’t feel any loyalty to this country3
The lack of a robust civic spiritedness is summed up by Lee Kuan Yew himself, who
talked about what he would do if he were a youth in contemporary Singapore:
Supposing I’m now 21, 22, what would I do? I would not be absorbed in
wanting to change life in Singapore. I’m not responsible for Singapore…Why
should I go and undertake this job and spend my whole life pushing this for a lot
of people for whom nothing is good enough? I will have a fall-back position,
which many are doing—have a house in Perth or Vancouver or Sydney, or an
apartment in London, in case I need some place suddenly, and think about
whether I go on to America.4
This what’s-in-it-for-me attitude has assuredly seeped into our national soul. Non-PAP
political parties (broadly branded “the Opposition”) tend to talk only about bread-andbutter issues and steer clear of human rights. We eschew democracy because voting in the
Opposition might lower the prices of our Housing & Development Board (HDB) flats.
The same reason makes us resist having elder-care facilities or dormitories for foreign
workers built in our neighbourhoods.
The attitude is, unfortunately, exemplified by our nation’s current rulers. Despite
acknowledging the baneful effects of extreme income inequality, Prime Minister Lee
Hsien Loong says that “if he could persuade 10 more billionaires to move to Singapore,
he would, even if that worsened income inequality.”5

The dangers of a moneyed society
The danger of placing money at the centre of our national life is that we abrogate our
moral responsibility and devolve our decision-making to market norms. We numb our
moral consciousness—our sense of right and wrong, of what is just and what is not, of
values such as compassion—and see everything through the lens of profit. It is a parlous
12
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state that we live in when market values replace moral values. Such a way of life may
bring us material progress (and even this will slow down as our economy finds it difficult
to regenerate itself) but the good life, the one that brings us genuine contentment and
peace, will continue to elude us. We need a fundamental rethink of how we pursue wealth
and, more importantly, to what end. We need a public debate about what we want for our
future and how we want to live it. We need to ask that all-important question: What price
do we pay when we cede our values to free-market mechanisms? Far from esoteric, this
subject should occupy popular discourse for it has a great impact on our future success
and happiness as a people.
There is a role for political parties in this debate for it is in politics that policies are, for
better or for worse, promulgated and enacted. These policies affect people’s lives and,
with time, influence a country’s socio-political culture. It is therefore not just appropriate
but indeed necessary that a political party takes up this subject and pushes it into the
public consciousness.
This is why the SDP has drawn up an alternative blueprint for Singapore’s economy. The
policies that we propose in this paper predicate our vision to bring about a Singapore
whose goal is to enhance her people’s happiness and quality of life. We must guard
against becoming a market society in which we become blinded by the things we want
and blind to the things we really need.

Chapter 4: We are in this together
“No one owes Singapore a living.” This slogan is ubiquitous in Singapore: in schools,
government buildings, and on establishment stationery. These words, of course, were
spoken by Lee Kuan Yew who laid them out as the founding philosophy of the
government he led for 31 years. They embody the idea of self-reliance, that we must
create our own opportunities and achieve our own successes. The extension of such a
credo is that citizens should not entertain the idea that the state should intervene and
provide help in the form of welfare. Such assistance, Lee says, would erode the viability
of the state:
Subsidies on consumption are wrong and ruinous...for however wealthy a nation,
it cannot carry health, unemployment and pension beneﬁts without massive
taxation and overloading the system, reducing the incentives to work and to save
and care for one’s family—when all can look to the state for welfare...Social and
health welfare are like opium or heroin. People get addicted and withdrawal of
welfare benefits are very painful.1
A legitimate point can be made that economies are more competitive if people do not
develop dependence—a so-called crutch mentality—on the state. Reliance on handouts
rather than hard work blunts productivity. It is even better if people are allowed to keep
all that they sow and reap. Rewarding enterprise and diligence in a capitalist system—and
13
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not the enforcement of conformity in a collectivist state—is what produces talent. The
Steve Jobses and J K Rowlings of the world could not have emerged in North Korea.
And yet, “no man is an island, entire of itself”, wrote the poet John Donne. Rowling was
a divorced single parent who had been diagnosed with clinical depression. For a time, she
was dependent on state welfare. “I couldn’t have written this book if I hadn’t had a few
years where I had been, really, as poor as it is possible to go in the UK without being
homeless,” Rowling said. “I mean, I had friends who helped me, but I had no friends or
family who were in position to give me a house, so we were on welfare.” 2 It was while
she was receiving welfare benefits that she penned what was to become the wildly
successful Harry Potter series, an endeavour that has made her a millionaire many times
over. In 2011, Forbes estimated her net worth in excess of $1 billion.3
Given that it was her fellow citizens who had contributed towards her welfare assistance,
it doesn’t seem unreasonable to expect Rowling to pay her good fortune forward. Indeed,
this is what she accepts as her obligation: “I pay a lot of tax, and I feel, one of the reasons
I stay and pay, why I’m not based in Monaco...I think my country helped me. There are
places in the world where I would have starved.” 4 What she received in welfare, she more
than paid back in taxes.
It would be tragic, however, if we measured Rowling’s returns to society purely in
monetary terms. The pride she brings to her fellow Britons and the inspiration that she
gives to younger people is unquantifiable. This is the powerful message in Rowling’s
story: While it may take individual talent and drive to succeed, we sometimes need our
fellow citizens, the communities that we live in, to help us get started.
Lee, by his own admission, hitched a ride on a British troopship to study in London
funded by the welfare section of the Colonial Office. His education in the UK was
funded, at least in part, by the state. 5 His son, Lee Hsien Loong, now Prime Minister,
received his university education on two state scholarships paid for by the Singaporean
public. Now that they have reached the pinnacle of the policy-making hierarchy, it hardly
seems right for them to argue that citizens should not be looking to the state for
assistance. Our success, in varying degrees, stems from the support others provide. When
we climb over a wall, we do it standing on the shoulders of those who come before—
whether we care to acknowledge it or not. The schools that provide our education, the
buses that we take, the roads on which we drive are all paid for by the community.

Ubuntu vs “no free lunch”
The attitude of communitarianism is best illustrated by the oft-narrated game that an
anthropologist played with children from an African tribe. The experimenter placed
candy in a decorated basket at the foot of a tree and called the children to play the game.
When he gave the signal, the children had to run to the tree and the first one to get there
could have all the candy to him/herself. The children all lined up waiting for the signal.
When the anthropologist said “Now!”, the children took each other by the hand and ran
together towards the tree. They all arrived at the same time, divided up the candy, sat
14
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down and happily enjoyed their candy together. The anthropologist asked why they had
all run together when any one of them could have had the candy all to themselves. The
children responded: “Ubuntu. How could any one of us be happy if all the others were
sad?”
What motivated such behaviour? South African human rights advocate Archbishop
Desmond Tutu explained:
One of the sayings in our country is ubuntu—the essence of being human.
Ubuntu speaks particularly about the fact that you can’t exist as a human being
in isolation. It speaks about our interconnectedness. You can’t be human all by
yourself. We think of ourselves too frequently as individuals, separated from
one another, whereas you are connected and what you do affects the whole
world...the whole of humanity.6
Such an outlook contrasts strikingly with Lee Kuan Yew’s views. Take, for instance,
health care. The former prime minister reminds us why he instituted Medisave: “My
major objective in the early days was to make sure that nobody derails the idea of having
individual accounts for CPF and Medisave. Whatever you earn, it’s yours.”7
“Whatever you earn, it’s yours”, “no one owes us a living”: these words appeal to our
basest instincts and rob us of that most essential of human qualities—our ability to care.
Such thought, channelled into policy, has had more than half a century to work itself into
our culture, and the results are not promising. We have the largest income gap among
developed economies with all its attendant social, economic and moral ills: Citizens who
are highly distrustful of each other, people who find little joy and pride in the work they
do, and youths who don’t bat an eye while watching the elderly clean up after them at
hawker centres (see Chapter 6).
While Lee believes that what we earn we keep for ourselves, the SDP believes differently.
At its core, our message is that we are all in this together and if we don’t look out for one
another, we start the descent into a society that is both brutal and unevolved. It is a
society devoid of humanity and ultimately unsustainable. The SDP recognises that the
government plays an important role in ensuring that the needy and the vulnerable in
society are protected from the vagaries of the free market. As economists Manu
Bhaskaran, Ho Seng Chee, Donald Low, Tan Kim Song, Sudhir Vadaketh and Yeoh Lam
Keong wrote:
Faced with fast-changing socioeconomic context, Singapore needs a new social
compact founded on the ideas of an activist, more redistributive state, and one
that aims to strike a better balance between social protection and individual
responsibility. The Singapore state can more effectively ensure excess,
affordability and quality in the key social goods of social security, public
housing, health care, education, and infrastructure and the environment.8

Sustainability—that is the question
Enterprise and communism are sworn enemies. Mark Zuckerberg would never have
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emerged from a system where society is organised around communes, and where
conformity is prized over everything else. But there is also much wrong with the free,
capitalist system that enables a man to buy mansions—in some cases even whole islands
—while another finds himself without shelter. Between the extremes of collectivised
farming where everyone is equally poor and the unregulated free market where the
concentration of wealth in the hands of a few wreaks economic havoc on the many, there
is a middle way. Singapore, especially in recent years, has been going full tilt towards the
latter. At times, it seems that all we care about is the glitz that money can buy.
This materialistic zeitgeist did not come about by accident. As pointed out earlier, it was
engendered by Lee Kuan Yew’s everything-I-earn-is-mine worldview which created a
society that encourages members to look out only for themselves and believes that
nothing comes for free, and one that puts a price tag on everything we do.
What can we do to arrest this decline? The answer is deceptively simple: Care. We must
care for the struggling family next door, for that woman working two jobs just to feed her
family, for the retiree who doesn’t earn enough to pay for his cancer treatment. A world
without a system that cares will be humanity’s ultimate ruin. Just as importantly, our
ability to care will lend us courage needed to question authority and build a capacity for
collective reasoning and debate that will allow us to shape our future in ways that will
fulfil our aspirations and make us happy. How we live in the future as a community, as a
nation, will depend on the choices that we make today. The political and economic
incentives and disincentives that we build into our system will determine whether we
progress or stagnate.
Crucially, we must stop repeating shibboleths like “no one owes us a living”. Rather,
we should inspire our citizens to care for humanity by presenting them with role
models—starting with our national leaders. We should demonstrate to our young
ones that by uplifting those around us, we ultimately uplift ourselves and our selfworth.

Chapter 5: Human rights and economic development
At first glance, there is little that human rights have in common with economic
performance. If anything, the former retards economic growth, as the PAP is wont to
claim. Much has been made about Singapore’s phenomenal leaps in economic expansion.
With a GDP per capita of $65,000, Singapore is one of the richest countries in the world,
if not the richest. This achievement has attracted much praise from many countries, both
First World and Third. Unfortunately, many of these observers have taken the assessment
of the country to extremes. For example, organisations like the World Economic Forum
(WEF), the Swiss-based International Institute for Management Development (IMD),
Business Environment Risk Intelligence (BERI), and the Political & Economic Risk
Consultancy (PERC) have all given Singapore’s system top marks.
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Are these endorsements an accurate reflection of the reality in Singapore? Closer
examination shows that the surveys were conducted by business-oriented think-tanks and
organisations that are primarily concerned with expanding trade and promoting good
(corporate) governance. They rely on business executives and corporate managers who
often have only a limited understanding of the systems that they assess.
In the Singapore context, a majority of these executives are not aware of the problems
regarding the suppression of human rights and democracy. Of those who are aware, many
are unconcerned about whether the government is democratic or not as long as it is probusiness. The remainder buy into the argument that authoritarian systems are more stable
and, therefore, more conducive to trade.
But the idea that authoritarian pro-business systems are more suited for economic
development is misguided. In his book Development As Freedom, Nobel laureate and
economics professor Amartya Sen documents that there is no evidence to suggest that
autocratic systems are more suited to economic growth:
…there is rather little general evidence that authoritarian governance and its
suppression of political and civil rights are really beneficial in encouraging
economic development. The statistical picture is much more complex.
Systematic empirical studies give no real support to the claim that there is
general conflict between political freedoms and economic performance.1

The rule of law
The ruling elite in Singapore insists that it abides by the rule of law. Lee Kuan Yew said:
“You measure us by every single yardstick of governance and you’ll find…rule of law,
transparency, integrity of the system, efficiency of the civil service, confidence
domestically and internationally.”2 Chan Sek Keong, when he was the country’s chief
justice, acknowledges that “The mission of the courts requires that its authority be
respected by all. This is so fundamental and critical to the rule of law...” 3 Former
attorney-general Chao Hick Tin, presently a Court of Appeal judge, insists that “One of
the fundamentals of Singapore’s success is our firm commitment to the rule of law.”4
But what exactly is the rule of law and what does it encompass? In 1959, a group of 185
judges, practising lawyers and teachers of law from 53 countries assembled in New
Delhi, India to study this subject. The meeting, conducted by the International
Commission of Jurists, was a culmination of two years of study that included an
examination of the views of legal professionals and institutions all over the world. The
participants came to a consensus that rule of law needed to include the following features:






the individual is possessed of certain rights and freedoms and that he is entitled to
protection of these rights and freedoms by the State;
there is an absolute need for an independent judiciary and bar as well as for
effective machinery for the protection of fundamental rights and freedoms;
the establishment of social, economic and cultural conditions would permit men to
live in dignity and to fulfil their legitimate aspirations.5
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Against this backdrop, let us briefly examine where Singapore stands. How does the state
protect the rights and freedoms that Singaporeans possess? It doesn’t. In fact, the
government introduces new laws or amends existing ones to suppress the rights of the
people. For example, when the SDP produced a video in 1996 to explain the party’s
alternative policies, the government amended the Films Act to outlaw political videos. 6
Another example is the outlawing of peaceful assembly in Singapore. When SDP
activists protested in groups of less than five persons which the law did not prohibit, the
government introduced the Public Order Act in 2009 that stipulates that all cause-related
activities will be regulated by permit—regardless of the number of persons involved.7
The great concern about the lack of the rule of law and the abuse of human rights in
Singapore is that there are many who are cognisant of the dire political situation in this
country but, for a variety of reasons, choose to ignore it. For example, despite the glaring
absence of labour rights in the country, the US speedily signed the United StatesSingapore Free Trade Agreement in 2003 without making any provisions to ensure that
Singaporean workers’ rights are protected.8 That Free Trade Agreement was one of the
first to be signed in the world.
It seems that as far as Singapore is concerned, the international community tends to
separate economics from politics. Their preferred approach is to engage Singapore on
the former while keeping the latter out of sight and out of mind.

Lessons from Indonesia
Exactly how do human rights, or the lack of them, impact a country’s economy?
Indonesia provides a valuable lesson. It wasn’t so long ago that the international business
community was heaping praise on Indonesia’s president Suharto so much so that it
ignored the dictator’s persecution of his critics and his denial of democracy to Indonesia.
At that time it seemed like the right thing to do because all indicators pointed to Suharto
leading Indonesia in the right economic, if not political, direction. But this truncated view
failed to consider that without political openness, much of the information provided by
Indonesia’s establishment could not be questioned and verified. The statistics presented
were ever so rosy. Even the World Bank was sold on the idea that the economy was on
solid footing, so much so that it spent US$25 billion on development projects in the
country over 30 years. The Indonesian government claimed that the population living
beneath the poverty line shrank from 60 percent to less than 11 percent in about 15 years
since 1970, and the Bank actively promoted Indonesia under Suharto “as one of the great
success stories”.9
But the 1997 Asian Financial Crisis exposed the weaknesses of a mismanaged economy
and resulted in Suharto’s overthrow. In a subsequent and self-flagellating report, the
World Bank admitted to its erroneous assessment of Indonesia. It concluded that the
Bank’s assessment was wrong because it paid “too little attention to a sick banking
system and Suharto’s refusal to reform the legal system and open up the political
system.”10 The report also concluded that the Bank knew of many problems but did not
want to offend Suharto’s government. In fact, the Indonesian government was using
World Bank assessments as weapons against criticism of its undemocratic practices. Even
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when the crisis had begun, the Bank was saying that the economic fundamentals in
Indonesia were sound.11
The similarities between pre-reform Indonesia to the current situation in Singapore is
striking. Both systems, Indonesia then and Singapore now, are equally intolerant of
dissent; both control the media so that information flow is restricted and hard analysis of
the social, political and economic affairs is extremely retarded; both hold regular
“elections” which all but ensure the return of the ruling party to power; both are highly
praised by the international business community, and both claim that poverty eradication
is highly successful. Consider the fact that while Suharto made wild assertions about the
reduction of poverty in Indonesia, Singaporean officials are not immune to the outrageous
exaggerations either. Kishore Mahbubani, when he was Singapore’s permanent
representative to the United Nations, said that “Food is cheap and plentiful [in Singapore]
…Shelter is also plentiful…The population has become healthier every year…There are
no homeless, destitute or starving people…Poverty has been eradicated.” 12 In 1994, the
government declared that in Singapore “no one sleeps on the streets or goes hungry.” 13
Lee Kuan Yew boasted: “You go down New York, Broadway. You will see the beggars,
people of the streets…Where are the beggars in Singapore? Show me. I take pride in
that.”14
The reality is, as one might expect, not quite as rosy. More than 4 percent of Singapore’s
workforce still draw an income of less than US$400 a month (exchange rate as of July
2013). Ten years ago they made the same amount. 15 During the boom years from 2000 to
2010, real wages of the bottom 20 percent of earners in Singapore remained stagnant
even as the GDP soared and earnings of the top 10 percent reached record highs.16
To make matters worse, Singapore’s cost of living is one of the highest in the world. The
Economic Intelligence Unit (EIU) reported that in 2001, Singapore was only the 97th
most expensive city in the world to live in. By 2010, the city had jumped to 9th position,
beating cities like New York (which is 42 percent less expensive), London, Frankfurt and
Hong Kong.17 This has caused the rich-poor gap in the country to become extremely
pronounced (see Chapter 6).
And whenever differing viewpoints emerge as to the state of poverty in the country, as it
did between the Indonesian government and the World Bank in 1989, it is the
government’s view that prevails. In 2003, three economists from Nanyang Technological
University (NTU) released a report that indicated that three out of every four newly
created jobs in Singapore between 1997 and 2002 went to foreign workers. 18 This caused
a stir among the locals who were feeling the stress of rising unemployment. The
government chastised the academics for making erroneous claims (but not bothering to
explain what the economists were wrong about). The academics rescinded their claims
and apologised for their “honest error”.19 So fearful are critics of the PAP government that
few dare to speak up. Political economist Garry Rodan relates an incident where a foreign
stockbroker working in Singapore had removed his valuables from his apartment before
publishing an innocuous article about the reasons for the Asian financial crisis.20
While it is difficult to say that Singapore will experience a Suharto-like melt down of
society, it would be equally foolish not to pay attention to the similarities between the two
situations. Clearly, it is imprudent to praise an undemocratic system for bringing about
19

A New Economic Vision: Towards Innovation, Equal Opportunity, and Compassion

political and economic stability when the system forbids the operation of a free,
transparent and democratic process. Amartya Sen’s words are worth repeating here:
“When things go well, the protective power of democracy may be less missed, but
dangers can lie round the corner (as indeed the recent experiences of some East Asian and
Southeast Asian economies bring out).”21
The attempt to bifurcate politics from economics is nonsensical as both are two sides of
the same coin. The situation in Singapore is no different, as analysts Gerald O’Driscoll,
Kim Holmes, and Melanie Kirkpatrick have pointed out:
Even if it were Singapore’s policy to censor only political material, in a modern
economy it would be impossible in practice to censor the political without
inhibiting the economic flow of information and opinion. As financial services
become more important to Singapore, the inner contradictions of promoting that
sector while censoring the information that flows to it will become more evident.
One of these two policies—if not both—will need to give way. 22

The necessity of freedom
But freedom is necessary for more than just economic transparency and accountability. It
is a necessary ingredient for a dynamic economy able to regenerate and sustain itself. Sen
finds that not only does human rights not hinder development, it actually facilitates
growth:
…it is often asked whether certain political or social freedoms, such as the
liberty of political participation and dissent…are or are not “conducive to
development.”…this way of posing the question tends to miss the important
understanding that these substantive freedoms…are among the constituent
components of development …As it happens, these freedoms and rights are also
very effective in contributing to economic progress…Freedoms are not only the
primary ends of development, they are also among its principal means…
Political freedoms help to promote economic security.23
Massachusetts Institute for Technology (MIT) economist Daron Acemoglu and Harvard
political scientist James Robinson co-authored the critically acclaimed book Why Nations
Fail. Over a period of 15 years, the researchers studied economies from ancient Peru
during the Inca Empire to the Glorious Revolution in 17th-century Britain to the latterday Koreas. They expound on why certain states succeed and others fail, and why some
economies are able to regenerate while others wither and die.
Acemoglu and Robinson demonstrate that political and economic institutions are key
players in determining the fates of nations. Extractive political and economic institutions
—ones that concentrate power in the hands of a few and extract resources from the many
for the aforementioned few—cause states to wilt. Inclusive political and economic
institutions, on the other hand—ones that practice plurality and encourage innovation—
allow states to progress. Acemoglu and Robinson make the conclusion that “growth
under extractive institutions will not be sustained”. They add that the ability of inclusive
institutions to
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harness the potential of inclusive markets, encourage technological innovation,
invest in people, and mobilize the talents and skills of a large number of
individuals is critical for economic growth. (emphasis added)24
So what kind of a system exists in Singapore? Acemoglu says that Singapore, like China,
employs extractive institutions.25 Profits derived from public housing, health care,
transportation, etc. all add to the state’s wealth. Our debt-to-GDP ratio (one of the highest
in the world) is another form of this extraction. Rather than borrow from external lenders,
like other governments do, our PAP government issues debt against our reserves (mainly
from the CPF).
Such extractive policies have caused malformations in our economy. While South Korea
manufactures Samsung, Hyundai and K-pop, Japan sells Toyota, and Taiwan exports
Acer, we produce little that the world buys. Instead, we rely on vice (the social escort
service is the fastest growing industry coming on the heels of the launch of our two
casinos)26, money from tax avoidance/evasion (see Chapter 10), and an influx of
foreigners to augment our national income.
Politically, extractive institutions are by nature intolerant of open criticism and dissenting
views. The problem is that disagreement and dissent are elements necessary for creative
destruction, without which economies are prevented from reinvigorating themselves.
Ours is, unfortunately, a system that is averse to creative destruction. Steve Wozniak (cofounder of Apple) has remarked that Singapore could not produce a company like Apple
because the system here has destroys “creative elements” that give rise to innovative
companies like Apple.27
Encouraging the opening up of political systems is an economic consideration that
the corporate community has thus far overlooked. Democracy makes good economic
sense. Business executives who value transparency and accountability cannot ignore
democracy, which is the very ideal that promotes those values. Encouraging
democratisation in Singapore is therefore good for business. Human rights and
freedom, virtues embedded in the concepts of the rule of law and democracy, are not
only not a threat to economic development but a very fundamental ingredient needed
for a globalised economy, such as Singapore’s, to succeed.
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PART 3A

INCOME INEQUALITY AND POVERTY
Chapter 6: Income inequality – tearing society apart
In this imperfect world, no one expects perfect equality. Inequality in wealth and income
is inevitable and it is true that a measure of inequality spurs diligence and
entrepreneurship, and therefore, economic progress. However, extremes in income
inequality does not conduce to society’s well-being. Over the years, Singapore has seen
the ratio of its richest to poorest widen. Between 2000 and 2012, the change in household
income for the rich has increased the most compared to the lower income groups. In fact,
for the poorest 10 percent of the population there was a negative change in household
income during the same period (see Figure 1). In other words, the lowest paid workers
saw their already meagre wages shrink. The situation was very different for the richest 10
percent (those earning $20,000 per month and more). This group saw its real income
increase by 4.1 percent over the same period.
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Figure 1: Comparison of average real income change among employed households
(Source: Department of Statistics, January 2013)

Forbes magazine ranks Singapore as the world’s third richest country, measured by GDP
per capita adjusted for Purchasing Power Parity. 1 But according to the CIA World
Factbook, our Gini coefficient index, a measure of income inequality, is the second
highest among developed economies.2 Singapore’s income disparity, at 0.473 (on a scale
of zero to one with a higher score signalling more inequality), is even greater than that of
the US’. The Gini coefficient among members of the Organisation for Economic Cooperation and Development (OECD), a grouping of developed economies, is around 0.3.
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Figure 2: Income inequality of selected countries
(Source: inequality.org)

This trend of widening income inequality was not an aberration but a continuing trend:


Between 1998 and 1999, the average household monthly income of the poorest 10
percent of the population slumped by nearly 50 percent (from $258 to $133) 3
whereas the incomes of the richest 10 percent increased by 2.6 percent (from
$15,053 to $15,451).4 The Gini coefficient rose from 0.446 in 1998 to 0.467 in
1999. The Department of Statistics admitted that “We are observing the beginning
of a trend of increasing income disparity in Singapore.”5



In 1990, the richest 10 percent of households earned 15.6 times more than the
poorest 10 percent (households with no income-earners are excluded from this
category). By 2000, the gap widened significantly: the richest 10 percent earned 36
times more than the poorest 10 percent.6



In 1999, the number of millionaires in the country increased by 40 percent from
1998 to a record high of 742.7 By 2004, according to figures from the Inland
Revenue Authority of Singapore, this number topped 1,738, a 135 percent increase
over five years.8 The average income of these millionaires is about $1.98 million.

In 1972, the government set up the National Wages Council (NWC), ostensibly “to think
out ways and means of how workers can get a greater share of the growing cake without
slowing down the rate of development.” 9 From the above data, reality obviously did not
match rhetoric, however. In 2000, when the GDP grew 10.1 percent, 10 and the revenue
from taxes hit a record high of $18.7 billion (a rise of 24 percent from 1999), 11 workers’
salaries continued to diminish.
These statistics numb us to the fact that behind the numbers are real lives led by real
people with real families. The crushing effect of poverty grinds away the human spirit.
The despair and dislocation of poverty break not just minds, but lives as well.
Forty-six year-old Tan Jee Suan and his wife, a polio sufferer, and two teenage sons lived
in a run-down flat. An odd-job labourer, Tan had difficulty making enough money to feed
his family who subsisted on his wife’s meagre income of $500 as a factory hand. Tan
finally managed to earn a few hundred dollars to buy his wife a bed that made it less of a
struggle for her to get herself up in the morning. The family could afford little else. In
October 2006, Tan committed suicide by jumping in front of a speeding MRT train.12
Statistics show that in Singapore on average, one person takes his/her own life every day.
Out of every 100,000 people in Singapore, 11 will kill themselves each year. In 2012,
Singapore recorded 467 suicides in 2012—a 30 percent increase from 2011 and the
highest number in 20 years. The Samaritans of Singapore (SOS), an organisation that
works to prevent suicides, attributes this to the extremes of stressful living conditions in
Singapore.13
Another case involved Chua Cheng Ann who earned $500 a month. Chua had a retarded
son, a wife with cancer, and an elderly, senile father to look after. Chua gave $100 to his
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sister each month for his father’s upkeep. When he was unable to keep up with the
monthly contributions, she took him to court. In a fit of rage, Chua stabbed and killed her.
He was sentenced to a 7-year jail term for manslaughter, leaving his wife and son without
any income.14
In 2008, the Singapore Buddhist Lodge reported an increase of more than 30 percent in
the number of people going in for free meals. On weekends as many as 5,000 people
were showing up. Tay Soon Kin, a cleaner who earns $700 a month, goes to the temple at
least three times a week to eat free meals so that he can save his income for his family,
which includes three children.15
Even the elderly are not spared. Ninety-four year old Ng Soo Gek gets a free daily lunch
but she keeps some of it aside because she cannot afford more: “I eat a little and I split
the meal into lunch and dinner.”16
In 2009, the number of cases of illegal loans made from loan sharks rose to 18,600 cases,
an increase of almost 60 percent from 11,800 cases in 2008.17
Not only does the government provide little to no social safety net for the poor, it makes
life even more miserable for them. Take the case of Leong Yoke Ying, a divorcee and
mother of two. Leong was evicted from her HDB apartment after her husband left her and
she was unable to pay the monthly instalments for the apartment. During the next few
years, she roamed the streets and slept along public corridors with her children. She
found work doing odd jobs. In 1990, she had managed to save enough to rent another flat.
The HDB immediately asked her for the arrears owed from the previous flat. She was
unable to pay it, upon which she was made a bankrupt.18
In another case, the PAP government evicted an elderly couple also for not paying their
rental. They had no choice but to live in a public toilet.19
In 1997, Aliyah Abdul Rashid and her drug addict husband were evicted from their
apartment when they were found to have illegally sublet it to foreign workers. Aliyah said
that she had to do it because she needed the money and could not rely on her husband.
Upon eviction, she had no recourse but to camp out on the beach with her four children,
aged two months to five years. She said that she was not looking for handouts because
she was able to work, but just wanted “a home and for the family to be together.”20
In 2005, Madam Rajammal, 53, and her 73-year-old mother were evicted from their HDB
flat when they couldn’t afford the rent that the PAP government demanded. They had to
sleep in the void-deck—an open space at the foot of the block. The two women had been
living on Madam Rajammal’s savings since her husband died five years prior. Their
possessions fit into a few old plastic bags; they bathed at a rubbish chute, used the toilet
at a nearby coffee shop, and sold empty cans and cardboard boxes they found lying
around. Both mother and daughter were working as cleaners for the Tanjong Pagar Town
Council in Lee Kuan Yew’s constituency. They were paid $400 a month for eight-hour
days.21
On the other end of the spectrum, the rich and powerful—including cabinet ministers and
civil servants—were paid handsome salaries. In 2000, the PAP government announced
that senior civil servants could receive as much as 12 months’ bonus. These officials lived
expensive lifestyles. One of them, permanent secretary Tan Yong Soon, took his family
on a $46,500 holiday-cum-cooking course at a prestigious French culinary school (the fee
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did not include airfare and living expenses).22 When this attracted scorn from people on
the Internet, PAP Member of Parliament (MP) Charles Chong responded: “Maybe it
made lesser mortals envious...”23
The youngsters of the ruling clique seem to be learning the wrong lessons, too. Eighteenyear-old Wee Shu Min, the daughter of another PAP MP, excoriated a 40-year-old man
for lamenting in cyberspace about the difficulty of making a living in Singapore. 24 Below
are excerpts from a post on her blog:
mom’s friend sent her some blog post by some bleeding stupid 40 year old
singaporean called derek wee (WHY do all the idiots have my surname why?!)
whining about how singapore is such an insecure place, how old ppl (ie, 40 and
above) fear for their jobs, how the pool of foreign ’talent’ (dismissively chucked
between inverted commas) is really a tsunami that will consume us all (no
actually he didn’t say that, he probably said Fouren Talern Bery Bad.), how the
reason why no one want kids is that they’re a liability in this world of fragile
ricebowls, how the government really needs to save us from inevitable doom but
they aren’t because they are stickshovedupass elites who have no idea how the
world works...dear derek is one of many wretched, undermotivated,
overassuming leeches in our country, and in this world...please, get out of my
elite uncaring face.
Her comments attracted widespread anger on the Internet. Her father came to her defence
saying that her “basic point was reasonable.”25

Effects of income inequality
Wide disparity in wealth among citizens is not merely an inevitable economic outcome
resulting from free-market forces, it is the result of years of wrong policy choices. It
wreaks a pernicious effect in many sectors of society, including:
The Economy. In a study published by the International Monetary Fund (IMF),
economists Andrew Berg and Jonathan Ostry found that income inequality threatens, not
supports, economic growth. They studied the Gini coefficient indices of various
economies (including Singapore’s) between 1950 and 2006 and tracked them over
periods of economic growth. They found that as income inequality increased, growth
periods lessened. They observed that
equality appears to be an important ingredient in promoting and sustaining
growth. The difference between countries that can sustain rapid growth for many
years or even decades, and the many others that see growth spurts fade quickly,
may be the level of inequality. Countries may find that improving equality may
also improve efficiency, understood as more sustainable long-run growth.26
A wide income gap also creates price distortions affecting the economy in unseen and
undesirable ways. If the wealthy get too rich too quickly, their demand for goods and
products also increases exponentially. The resultant rise in prices escalates beyond what
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the rest of society can afford.
An example of this phenomenon was the unprecedented inflation in 2007/08. Global
commodity prices shot up, including that of rice and other basic necessities. The high
prices were maintained, in part at least, by the fact that the wealthy in Singapore could
afford them because their wages rose faster than those of the poor. The burden of
escalating prices fell on the lower-income groups. As a result, lower-income households
had to spend more than they earned, and many got into debt. In 2003, for example, the
average expenditure of richer households was much less than their income (see Table 1
below).27 The bottom 40 percent of households, however, saw expenditure outstrip their
wages.

Table 1: A comparison of household incomes and expenditure in Singapore in 2003

Political stability. If inequality begets greater inequality, there will come a time when
society breaks apart as it has done many times throughout the course of history. When
people are faced with daily struggles and they see rich people indulging in over-the-top
extravagance, something happens to their psyches. Renowned economist Nouriel
Roubini, who foresaw the crisis that engulfed the world in 2008, puts out this warning:
Any economic model that does not properly address inequality will eventually
face a crisis of legitimacy. Unless the relative economic roles of the market and
the state are rebalanced, the protests of 2011 will become more severe, with
social and political instability eventually harming long-term economic growth
and welfare.28
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Health and health care. The development of biotechnology has significantly advanced
health care. Yet, medical treatment remains unaffordable for swathes of the Singaporean
population. Studies show that lower-income groups are deterred from seeking medical
care because of the high cost of treatment. As a result, life expectancy is lowered.
Countries with greater wealth disparity also have lower life expectancies with Singapore
positioned at the wrong end of the spectrum (see Figure 3 below).

Figure 3: A comparison of income inequality and life expectancy in selected countries (2011)
(Source: http://inequality.org/inequality-health/)

Higher-level—and more expensive—intervention is needed when such individuals
succumb to diseases, when early—and cheaper—intervention could have arrested the
problem. Additionally, those affected are removed from the productive cycle of the
economy. And of those who find the money to pay for care, many end up in debt. Medical
expenses are one of the top three reasons why Singaporeans find themselves drowning in
debt.
Poverty and inequality also drains the economy when segments of the population come
under stress and mental health becomes a casualty. In 2011, it was found that Singapore
has the highest rate among developed economies for obsessive-compulsive disorder
(OCD), with 3 percent of Singaporeans afflicted with the illness. 29 The figure for the US
is 2.3 percent, while in Europe it is 1.1 percent.
OCD are anxiety-related disorders that trigger ritualistic behavioural excesses. Other
manifestations of the emotional strain from financial want include diseases like
alcoholism, drug abuse and even problem-gambling. The social cost, although hard to
quantify, is nevertheless a very real one for which society has to pay.
Family, education and crime. Financial deprivation also exacts a burden on familial
relationships. Divorces often result from such want and dysfunctional families experience
further erosion of the emotional and physical make-up of its members. Children growing
up in such households are often the victims and they become easy pickings for gangs.
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Wealth inequality also limits the educational progress of those in the lower-income
groups. Upon graduation, employment opportunities are much more limited for students
from poorer families and the types of jobs they secure are almost always the lower-paid
ones. This vicious circle puts those already at a disadvantage further down the totem pole.
Family background is a major determinant in an individual’s educational attainment.
Academic failure and school drop-out rates are quite dramatic among needy families.
This creates a culture of poverty which often lends itself to criminal behaviour.
Offences such as drug abuse, borrowing from loan sharks, inability to pay fines, etc. are
all issues that arise from poverty. It should come as no surprise that unequal societies
have higher prison rates. Figure 4 below shows that Singapore, with its high inequality,
has one of the highest numbers of prisoners per capita.

Figure 4: A comparison of income inequality and prison population in selected countries
(Source: inequality.org)

Race relations. Income inequality does not affect the ethnic groups uniformly. The Malay
community in Singapore bears the brunt of the problem. Household income is lowest
among the Malays. In the 10-year period between 2000 and 2010, household income
growth among the Malays was also the lowest. The continuing slowness of the Malay
community’s socioeconomic progress constitutes an unhealthy obstacle towards
improving relations between Malays and non-Malays in Singapore. This problem is more
fully discussed in the SDP’s policy paper A Singapore for All Singaporeans: Addressing
the Concerns of the Malay Community.
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Figure 5: A comparison of household income of ethnic groups in Singapore
(Source: Department of Statistics)

Trust. Taken together, the factors mentioned in the preceding paragraphs militate against
the building of a cohesive society. Wealth disparity increases the social distances between
sub-populations. Disparate living standards lead to segregated lifestyles where the rich
increasingly alienate themselves from the rest of society by erecting ever-exclusive gated
residences. Inequality destroys trust and undermines cooperation; it does not serve the
common good.
A think-tank called The Equality Trust measured the income inequality index (Gini
coefficient) of various countries against a series of social indicators, one of which one
was the trust factor. This variable asked respondents whether they agreed or disagreed
with the statement “Most people can be trusted.” Of the 23 countries surveyed
Singaporeans came in near the bottom; only the Portuguese fared worse. An
overwhelming majority of 80 percent of Singaporeans indicated that most people cannot
be trusted. This compares to only 30 percent of Swedes, Danes and Norwegians who
indicated that they cannot trust most of their fellow countrymen.30
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Figure 6: A comparison of income inequality and trust in selected countries
(Source: inequality.org)

Another point to note in the study is that the trust or the “quality of social relations”
deteriorates as inequality rises. It is common knowledge that among these economies,
Singapore stands out as the most unequal. The researchers note that
Evidence on inequality in relation to trust, community life and violence all tell
the same story. Inequality divides people by increasing the social distances
between us and widening differences in living standards and lifestyles. By
increasing residential segregation of rich and poor, it also increases physical
distances.31
It brings to mind the PAP government’s annual initiative of Total Defence where, as part
of our national security, citizens are told to “to strengthen our resilience as a nation” and
“build strong bonds” with each other.32 How do Singaporeans do this when they have
little trust in each other? How are we going to withstand a crisis when one hits? Harvard
law professor and former US solicitor-general Charles Fried noted:
To work together, to trade, and to accept authority as an enabler than a hindrance
to enterprise, people must trust each other and trust requires and engenders
respect. Gross inequalities are incompatible with relations of trust and respect.33

The cause of income inequality
The PAP blames this widening inequality on the effects of globalisation. In 2006, an
official from Ministry of Manpower said: “We do expect the [income gap] to continue.
This is largely the result of globalisation.”34
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For globalisation to work, free trade or the free market is required. Some economists
argue that trade and the market must be free from interference, especially by
governments. They believe that the buying and selling of goods and services must be left
to the forces of the market, which will inevitably give rise to wealth inequality. If
governments intervene to reduce this inequality, the market will somehow be distorted
and everyone will suffer negative consequences.
This is why, the PAP explains, talented people in Singapore (the category of people to
which they say they belong) are paid millions of dollars a year while the rest have to
struggle to make ends meet. Those at the bottom of the ladder just have to live with it –
it's just the way the free market works.
But as Robert Reich, former US labour secretary under president Bill Clinton, has
explained, the truth is that the free market is a system based on a set of rules. How much
tax does one pay? How much subsidy does a company get? Who gets to study in elite
schools? Are workers allowed to form alliances as businesses form alliances? These are
some rules that governments set in order to make the free market work. These rules,
unlike the laws of nature, are man-made, created by people who rule over other people.
It stands to reason that if these are human-created rules, then who is to say that they
should benefit only those who are at the top? Reich noted:
Who should decide on the rules, and their major purpose? If our democracy was
working as it should, presumably our elected representatives, agency heads, and
courts would be making the rules roughly according to what most of us want the
rules to be. The economy would be working for us; we wouldn’t be working for
the economy. Instead, the rules are being made mainly by those with the power
and resources...As income and wealth have concentrated at the top, so has
political clout. And the most important clout is determining the rules of the
game. Not incidentally, these are the same people who want you and most others
to believe in the fiction of an immutable ‘free market’.35
The fallacy of the inevitability of outcomes due to globalisation and market forces is even
more real in Singapore. The current state of wide wealth disparity can be traced back to
Lee Kuan Yew’s personal philosophy. In 1967, Lee remarked that every society has
approximately 5 percent of the population “who are more than ordinarily endowed
physically and mentally and in whom we must extend our limited and slender
resources...”36
He repeated this idea in 1969 more forcefully:
Free education and subsidised housing led to a situation where the less
economically productive people in the community are reproducing themselves at
rates higher than the rest. This will increase the total population of less
productive people. Our problem is how to devise a system of disincentives, so
that the irresponsible, the social delinquents, do not believe that all they have to
do is to produce their children and the government then owes them and their
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children sufficient food, medicine, housing, education and jobs...We must
encourage those who earn less than $200 per month and cannot afford to nurture
and educate many children never to have more than two. We will regret the time
lost if we do not now take the first tentative steps towards correcting a trend
which can leave our society with a large number of the physically, intellectually
and culturally anaemic.37
And again in 1993:
Singaporeans will not become successful and prosperous by talking and
concentrating on dividing the pie. Our journalists write about who are the poor.
Give them some money. If he can’t study because he’s too busy helping his
father, we must look after his father and him. We are concentrating on our
navels!38
The late S Rajaratnam, a minister in Lee’s cabinet, echoed this sentiment: “We want to
teach people the government is not a rich uncle. You get what you pay for. We are
moving in the direction of making people pay for everything.”39
While the effects of globalisation may have contributed to the income disparity in
Singapore, many of the problems faced by the country’s disenfranchised are a
manifestation of Lee Kuan Yew’s views on eugenics, which permeate the socio-economic
policies governing this country.

A warning signal
Analyst Dr Damian Tobin writes that a “Gini-coefficient of 0.4 is generally regarded as
the international warning level for dangerous levels of inequality.”40 Professor Lim
Chong Yah was a little more generous when he estimated that a “Gini coefficient of 0.5 is
normally considered a danger to breach.” 41 Singapore’s Gini coefficient has been
increasing over the last decade (with a break between 2007 and 2008 because of the
global financial crisis), reaching 0.488 in 2012.
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Figure 7: Gini coefficient of resident households
(Source: Department of Statistics)

Unfortunately, the PAP government does not quite appreciate the severity of the problem.
Prime Minister Lee Hsien Loong was reported to have said that if he could persuade
more billionaires to relocate to Singapore, he would—even if that worsened income
inequality.42 On another occasion, he said: “Supposing the world’s richest man, Carlos
Slim, comes to live in Singapore. The Gini coefficient will get worse. But I think
Singapore will be better off. Even for the lower-income Singaporeans, it will be better.”43
It is important to state clearly that the SDP is not opposed to wealth but wealth inequality.
Our alternative policy offers a demonstration of why egalitarianism is a moral and more
effective way to organise economic society. It ensures that as we narrow wealth disparity,
we create a community that is less polarised and more cohesive; one where shared public
space between the haves and the have-nots increases rather than decreases.
When the wealthy and the needy live in two worlds it is hard, if not impossible, to create
one society. If the rich continue to buy car after car no matter how expensive COEs get
while MRT trains run over-capacity, what incentive is there for the rich to want to take
public transport? If our elite schools continue to cater to children from affluent families
and neighbourhood schools are fed everyone else, how are children from different
backgrounds going to mingle? If our condominiums continue to retreat more and more
into exclusive havens while HDB dwellers are crammed into smaller and smaller areas,
how are the two communities going to coexist?
If Singapore is going to survive, it is imperative that a system be devised where people,
young and old, rich and poor, bosses and workers, can sit closer and share in the
successes of their labour through a system that ensures a more equitable distribution of
wealth. If we fail to take a holistic view of progress, we will not be able to sustain the
future.
An economy that boasts large financial reserves but has little compassion for the poor and
one that rationalises, indeed celebrates, grotesque wealth inequality cannot be sustained
morally or practically. Such polarisation erodes societal cohesiveness, corrodes values
that foster societal togetherness, and fuels resentment and instability. For the many
reasons cited above, such a strategy would do significant damage not just to our economy
but also the Singaporean community as a whole. That is why reducing income inequality
is an urgent priority for the SDP.

Chapter 7: Retiring in poverty
Rodney King, a journalist who worked with The Straits Times in the 1990s, wrote in his
book The Singapore Miracle: Brilliant Success or Flawed Experiment?:
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Many able-bodied elderly work in McDonalds and other fast-food outlets as
food servers and table cleaners. The local press occasionally runs cheery stories
about them, implying how wonderful it is that old people can still find a job. The
belief that the elderly should never be able to enjoy their final years in dignity
and peace, doing things they have never had time to do before, is not widespread
in Singapore…Life is indeed forlorn for elderly Singaporeans who have no
families to support and lack CPF savings. They must work as hamburger
dispensers, cleaners, toilet attendants, road sweepers or rubbish scavengers until
forced to accept meagre charity.1
A survey showed that seven out of 10 elderly people in Singapore had no social security
support and had to rely on their children for their livelihood. Less than 1 percent relied
primarily on pension savings.2
In 1993, little more than 22,000 Singaporeans over the age of 65 continued to work. Ten
years later, the number swelled to more than 35,000, an increase of 57 percent. 3 But even
as more Singaporeans found themselves having to work past their retirement age, a poll
in 2007 showed that only 5 percent wished they could work beyond 65, while half of the
workforce indicated that they would not like to work beyond the age of 60. 4 Indeed, Lim
Boon Heng, then minister-without-portfolio, said in 2007 that in Singapore “the term
‘retirement’ will be history. I don’t think that we should think of retiring.”5
Professor H D S Greenway blames the poverty of the elderly on the PAP’s economic
strategy, which “is creating significant inequalities and relative poverty.” 6 Greenway
estimates that between 20-25 percent of the population, many of whom are among the
aged, may be classified as suffering from poverty. Because of this, many, if not the
majority of, retirees have no choice but to live with their middle-aged children, adding to
the already heavy financial burden on these Singaporeans. Greenway adds that whereas
in Japan, Korea and Taiwan, “a contested political space and higher priority for social
issues have brought multi-tier pension and health-care systems…no such progress is
evident in Singapore.”7
But why are our elderly in such a sad state when we have the CPF scheme to take care of
our retirement needs? Under the CPF Act, which was legislated on 1 July 1955 by the
then colonial government, the authorities envisaged a savings plan – a Fund to which
workers contributed 5 percent of their wages, an amount matched by their employers. For
all intents and purposes, it was a 10 percent deduction from employees’ salaries to be put
away for use following retirement.
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Since the PAP took the reins in 1959, it has increased the percentage of CPF contributions
over the years, raising them to as much as 50 percent in 1984 and 1985 before the 1985
recession forced it to bring the rates back down (see Table 2 below). Today (as of June
2015), the figure stands at 37 percent. The CPF contributions of workers and their
employers have not been uniform throughout this time. In the 1960s and 70s, employers
on the average paid more than workers into the accounts. This trend reversed, however, in
the 1990s, reflecting the change in the PAP government’s policy to try to bring costs
down for businesses.

Table 2: CPF Contributions (percentage of wages)

The original intent of the CPF was to help workers save for their old age and for them to
be less dependent on the state when they were no longer economically productive. Few
quarrelled with this notion. Since then, however, the system has bloated into an
assortment of sub-schemes that allow members to use their savings to finance their
homes, pay medical bills, service insurance policies and even punt on the stock market
(see Table 3). The architects of the scheme had no idea that the CPF would be
subsequently used by the PAP government for a myriad of projects that had nothing to do
with savings for retirement, a venture that has severely crippled the pension scheme and
left it unable to fulfill its primary role.
Schemes under CPF

Year introduced

Approved Housing Scheme
Singapore Bus Services Share Scheme
Approved Residential Property Scheme
Home Protection Insurance Scheme
Company Welfarism Through
Employers’ Contribution Scheme
Medisave Scheme
Approved Investment Scheme (AIS)
Approved Non-residential Property Scheme
Minimum Sum Scheme
Topping-up of Minimum Sum Scheme
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1968
1978
1981
1982
1984
1984
1986
1986
1987
1987
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Education Scheme
Dependents’ Protection Insurance Scheme
Medishield Scheme
Share-ownership Top-up Scheme
Singapore Telecom Shares Scheme
CPF Top-up Scheme
CPF Investment Scheme (replacing AIS)
Supplementary Retirement Scheme
Workfare Income Supplement Scheme
CPF Life

1989
1989
1990
1993
1994
1995
1997
2001
2007
2009

Table 3: Various schemes that can be used under CPF
[Sources: The Straits Times (27 November 1999), CPF Website (2010)]

The use of the CPF for other purposes triggers the question of whether the savings are
being diluted. In 1993 economist, Mukul Asher at the NUS, was already warning that
because of the way the CPF system is run, “many currently near retirement and with low
balances may not find it possible to make individual or family provision for social
security needs.”8
It wasn’t until 1999, however, that an inter-ministerial committee set up by the PAP
government finally admitted that many Singaporeans “assume that their CPF savings are
enough for retirement” when in fact they are not. 9 In March 2000, a PAP MP said in
Parliament that “Singaporeans should be told that their CPF savings may not be enough,
and, in many cases, will not be enough.” 10 The CPF Board itself cautioned that
“Singaporeans must learn to put aside other personal savings on top of the CPF savings if
they want more out of their retirement.”11

Where did the money go?
How could saving at a rate of 40 percent—a rate that is by far the highest in the world—
for nearly five decades, still not be enough? A 2005 survey of 15 industrialised countries
including Australia, Canada, USA, Spain, Italy, Hong Kong and Japan conducted by the
AXA Insurance Group, showed that the proportion of Singaporeans contributing to a
savings plan, mainly through the CPF, outstripped that of other countries. Yet, among the
15 countries, the retiree in Singapore has among the lowest average monthly retirement
income of S$1,692. Canada ranked first with S$4,216.45. 12 An AXA official described
this discrepancy between the amount and effort put into saving by Singaporeans and the
amount of retirement money they actually had was “worrying”. Worse, 80 percent of
working Singaporeans did not know what their income level would be at retirement.
What has happened to all the CPF money? The simple answer is that most people have
used their savings to finance their houses as explained in the previous chapter. Financial
analyst Dan Fineman observes that “CPF financing has contributed to high land prices,
the government gains from home purchases, while pension balances dwindle...CPF will
prove grossly inadequate for meeting individual retirement needs.”13
The amount of savings withdrawn for housing purchases has been rising steadily. In
1983, only 38 percent of contributions were withdrawn. By 1998, the number swelled to
85 percent.14 In 1999, the amount of funds withdrawn had equalled that paid into the
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accounts. Three-quarters of the money withdrawn were used for housing. 15 Two years
later, the PAP government reported that more CPF savings were being withdrawn than
being put in.
In fact, so much is being withdrawn that in 1995, the median CPF balance at age 55 was
only $86,000, a sum that would last a retiree—if he watched his every cent—five years at
most.16 And the sum includes necessary withdrawals for continued housing payments,
which means that the actual amount available for practical retirement is much less. By
1998 this median balance had risen to only $130,000, an amount still distressingly low
for retirement financing.17 In 1997, the mean balance was less than $30,000.18
In most countries, the minimum amount set aside for retirement savings is about 10-12
percent of a person’s wages. In Singapore the amount is only 4 percent, as required by the
CPF’s Special Account.19 Even this is not guaranteed as in early 1999 the PAP
government allowed members to draw on their Special Accounts to make up for the
shortfall in their monthly mortgage payments caused by income drops suffered during the
Asian Financial Crisis.
With a major portion of savings being used to purchase housing, it is not surprising that
little is left for retirement. The CPF policies formulated decades ago are beginning to
bite. In 2013, retirees are distressed that while they may have a roof over their heads, they
have little income and have to live from hand to mouth.20

Investment of CPF funds
The way CPF balances are being invested by the PAP government has been called into
question. By the end of 1999, it had amassed a total of $88.4 billion from workers’
savings, although much of this includes amounts deducted for housing purchases. 21 As of
2011, the total CPF net balance was $207.5 billion. 22 The interest paid to CPF account
holders is weighted against interest rates paid by local commercial banks. The rate is
adjusted quarterly. In the third quarter of 2013, the CPF interest rate for one’s Ordinary
Account was 2.5 percent, and 4 percent for the Retirement, Special and Medisave
Accounts.
It is widely believed that the government uses the CPF pool to do business all over the
world, mainly through investments carried out by the GIC (see Chapter 11). It does not
disclose information on how the portfolios perform except to say that the returns are
“more than adequate”.23 Yet even in the best of times the returns paid to members, after
accounting for inflation, amount to almost nothing. In fact, Asher calculates that returns
to CPF members between 1987 and 1998 amounted to 0 percent, with five of these 11
years actually registering negative returns.24

Upside down subsidy
The number of sub-schemes generated by the CPF have not only diluted the efficacy of
the social security system, it has also made the lives of the poor even more doleful. The
introduction of the Medisave scheme, for instance, means that the government is
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increasingly unloading the burden of health care cost onto workers. More savings
appropriated into Medisave accounts means yet more money will be shaved off from the
already low savings the working poor have when they retire.
The way the schemes are crafted offers little fiscal respite to the lower-income group.
Under the CPF Act, all CPF contributions are exempt from income tax. This means that
higher-income earners benefit more in terms of tax savings.
In 1996, under the Minimum Sum Scheme, the PAP government decreed that at least
$45,000 had to be kept with the CPF even when one reached the age of 55—$8,000 cash,
and the remaining $37,000 could be pledged in the form of a house or apartment. This
minimum amount would be increased by $5,000 every year until $80,000 is reached. This
amount was revised in 2003 and is still being raised gradually. By 1 July 2015, the
amount retained will be $161,000.25 This money, aside from the Medisave portion, will be
returned to the retiree in monthly sums of a few hundred dollars for about 20 years or
until it is exhausted.
In education as in health care, the PAP is gradually passing on costs to the people,
especially at the tertiary level. Student fees at universities and polytechnics have
increased over the years. The Education Scheme, which allows members to use part of
their savings to pay for their children’s educational expenses, again disadvantages lowerincome groups who have negligible savings. In 2001, the rules were further relaxed to
allow CPF contributors to use even more of their savings for tertiary education.26
To improve CPF interest yields, the PAP government introduced the Supplementary
Retirement Scheme (SRS) in 200127 which encourages employees to invest their wages
into accounts operated by local banks. The funds can then be used to purchase various
investment instruments. As with other schemes, the SRS works only for those who have
the means to put aside more of their income for investments—which the minority rich
already do anyway, leaving the majority poor still with their retirement problems
unresolved.
NUS business school professor Koh Seng Kee pointed out then that the SRS was not
feasible because of the “hefty housing loans” that Singaporeans were already saddled
with. The don’s view was confirmed in a survey which showed that 17 out of 20
Singaporeans felt that the SRS was not helpful because, for one thing, returns on
investments are not guaranteed and, for another, the people just did not have any more
money to put aside.28 Koh added that, “Should there be a financial or political crisis, the
wealth of Singaporeans will dissipate quickly.” 29 Also, contributions under the SRS enjoy
tax benefits, the accumulated returns are tax-free, and only 50 percent of the withdrawals
are taxable at retirement,30 further reducing taxes for those who least need it.
Clearly, our social security system needs to be re-examined. As our population ages, the
problem will take on added urgency.
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PART 3B

THE ALTERNATIVE
Chapter 8: Towards a fairer society
To reduce income inequality in Singapore, this paper proposes two mechanisms:
Minimum wage and retrenchment insurance.

Enact a Minimum Wage
Minimum wage (the lowest level of wages an employer may legally pay an employee) is
an important policy tool that balances the needs of an economy with those of low-income
workers so that economic growth occurs in a just and sustainable manner. A wage
structure that is out of kilter with the cost of living and productivity is inimical to longterm growth.
Many employers and business people reject a minimum wage policy because they fear
that such legislation would drive wage costs up, cutting into their profit margins. In
addition, some economists claim that a wage floor is inefficient and leads to increased
unemployment, especially for low-skilled workers.
Most economists today, however, agree that the negative effects of minimum wage to
employers are relatively minor. Indeed, the practice has been shown to exhibit minimal
negative effects on employment.1 On the other hand, minimum wage has several
economic and social benefits. It:
 Increases the spending power of workers which stimulates consumption ultimately
benefiting business;
 Prevents the exploitation of workers and reduces poverty which can breed mistrust
and resentment towards management;
 Narrows income inequality;
 Raises the security and, therefore, productivity of workers as they can focus on
their jobs without being distracted with having to find supplementary income;
 Decreases the cost of welfare programmes by increasing incomes for the lowestpaid workers;
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 Is easily enforced because the state agencies only need to act on reported cases of
wage violations instead of setting up large bodies to monitor a programme;
 Allows prosperity to be shared by all.
A brief history of minimum wage
A form of minimum wage was first introduced in Victoria, Australia, in 1894 for specific
factory industries.2 The practice gained traction around the world in both developed and
developing economies and has become legislation and policies of countries around the
world. Over 90 percent of countries across the world have minimum wage in one form or
another. Closer to home, Malaysia, Indonesia, and more comparable economies such as
Taiwan and South Korea (most of the “Asian Tigers”) have some form of minimum wage
legislation. Most strikingly, Hong Kong, an economy that is comparable to Singapore’s
recently implemented minimum wage policies. The few countries that have no laws or
regulations on minimum wage are UAE, Tonga, Somalia, Yemen and, of course,
Singapore.
How the minimum wage works in different countries
There are two ways of implementing minimum wage. Workers (represented by trade
unions) and employers can engage in collective bargaining that determines the level of
wages. Such agreement is then enforced by the government. Minimum wage can also be
implemented by the government through formal legislation where the amount of
minimum wage is set.3
There is no minimum wage in Singapore. Instead there is the Work Credit Scheme
(WCS) and Workfare Income Supplement (WIS) Scheme. These schemes are, however,
insufficient in providing adequate protection of fair wages for workers (see next section).
One reason why these schemes are not adequate is that the state of industrial relations and
labour unions in Singapore skews the balance of power to management and its interests.
As described earlier, the labour movement was crippled through a series of crackdowns
(utilising the ISA) on trade unionists in the 1950s and 60s. Legislation was also passed to
curtail industrial action by workers. Power relations are, however, a key factor in the
collective bargaining process.4
The PAP government propagates the idea that labour unions cause problems for the
efficient functioning of the economy and that strikes cause flight of investors. This,
however, fails to take into account the main function of a labour union, which is the
protection of ordinary workers and the ability to bargain for fair wages and working
conditions which, in the long run, provide social and economic sustainability. Labour
unions in the EU and the US, for example, have a long tradition of workers’ rights, and it
is the independence of these unions and their strengths that allow them to function
effectively and drive their economies.
In Singapore, the NTUC is more well-known for being a large conglomerate that runs
and/or has shares in a wide variety of industries ranging from supermarkets to insurance
than an organisation that advocates the rights and interests of its members. As a business
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entity, the NTUC’s role of championing workers’ rights is inevitably compromised,
hindering an effective bargaining process for workers.
A healthy state of trade unions benefits companies by producing healthy and motivated
workers, who are the lifeblood of an economy. The labour movement need not be
adversarial with management; it can work together in a public consultation process that
involves all stakeholders (workers, employers and government) in setting a minimum
wage. This will have far-reaching implications for our economy.
Minimum wage and Singapore
The government-run WCS and WIS are the closest things that Singapore has to wage
protection for workers. WIS was introduced in 2007 to entice older low-wage workers
back into the workforce with the government supplementing their wages with cash as
well as CPF contributions through employer reimbursements. 5 The WCS, implemented in
2013 and lasting for three years, is aimed at raising workers’ wages, with the government
co-funding 40 percent of wage increases given to employees earning monthly wages of
up to $4,000.6
These schemes essentially help to subsidise companies’ wage costs. Such a practice raises
questions of economic efficiency and labour productivity in addition to dealing with
issues such as coping with inflation and worker performance. In the case of WIS, younger
workers are not helped whereas the WCS is a measure lasting for only three years. A
recent survey in 2013 showed that even companies found the WCS ineffective, with a
majority of the organizations polled not intending to adjust employee compensation
through the scheme.7 Neither the WIS nor the WCS addresses the real issue of wage
equity—protected by legislation—for workers who remain vulnerable to the whims of
employers.
Ultimately, these schemes are short-term stopgap solutions that do not encourage real
gains in productivity, and benefit neither workers nor companies in the long run.
Companies need certainty in doing business, and establishing a wage floor through an
effective collective bargaining process between independent trade unions and businesses
is a long-term solution. Importantly, protecting workers’ rights and well-being ensures
sustainable economic growth while reducing income inequality in Singapore.
In January 2014, the PAP government announced that it would introduce a licensing
regime which will require employers to pay cleaners a starting salary of no less than
$1,000. It called this Progressive Wage. This was followed by an announcement that the
security industry would also be mandated to pay its workers a minimum of $1,100 a
month by 2016.8 Although the move is a step in the right direction, the measure is far
from satisfactory. First, given that the cost of living in Singapore is one of the highest in
the world, a salary of $1,000 is not sufficient for workers to survive on. In addition,
entry-level salary should be legislated across the board as a national wage law and not
limited to workers in a particular vocation. There are many workers who are not in the
cleaning service industry who are still not paid a living wage. Third, the idea to legislate a
minimum wage should be made at the hourly level. This will enable part-time workers to
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be covered. Fourth, without proper oversight, there is nothing to prevent employers from
counting reimbursements such as transport claims and meal allowances as part of
employees’ wages.
Despite compelling data that demonstrates the plight of low-wage workers in Singapore
and how income inequality is causing problems for our economy, the PAP government
continues to drag its feet regarding minimum wage.
The Hong Kong experience
Hong Kong implemented a minimum wage in 2011. Growing income disparity in Hong
Kong, with a Gini coefficient of 0.53 as of 2011, put labour protection at the forefront of
Chief Executive Donald Tsang’s 2006 election campaign. Of course, there were the usual
warnings that minimum wage would cause unemployment and inflation to spiral,
warnings not unlike those we hear from opponents of such legislation in Singapore. Hong
Kong’s experience with minimum wage and the effects it has had on the Special
Administrative Region’s (SAR) economy in the two years since its implementation is
worth careful study.
As an Asian Tiger whose economy is often compared to Singapore’s, Hong Kong is one
of the strongest proponents of free-market capitalism. The SAR’s background is
remarkably similar to Singapore’s: Both are former British colonies, dependent on open
international trade, and cities with large populations (Singapore 5.3 million, Hong Kong
7 million). The two economies were also similar in terms of their labour laws up until
recently, relying on voluntary collective bargaining agreements that are not legally
enforceable. Powerful pro-business groups exert much influence over the governance of
both cities, leading to skewed power relations between businesses and workers.
The origins of the implementation of the minimum wage in Hong Kong can be traced
back to the Wage Protection Movement (WPM) programme, introduced in October 2006.
Following the Asian Financial Crisis in 1997, many businesses slashed workers’ wages.
This led to calls for the establishment of a minimum wage in Hong Kong. In 2006,
Donald Tsang announced the launching of the WPM for employees in the cleaning and
security guard service sectors. Under the WPM, business enterprises were encouraged to
follow the lead taken by the Hong Kong government in paying cleaners and security
guards wages not lower than the average market rate for these industries. A subsequent
assessment of the programme found the WPM’s initiative ineffective which led to the
Hong Kong authorities calling for the formal legislation of minimum wage laws in 2007.
From 2008 to 2009, the Minimum Wage Bill was introduced in the Legislative Council
and after much debate, the Minimum Wage Ordinance (MWO) was enacted in July 2010
and took full effect on 1 May 2011.9
Despite economic growth slowing down in the SAR in the second half of 2011 due to
external economic downturns, the negative effects of the law, as we will detail later, were
minimal. The key to the successful implementation and enforcement of the minimum
wage was the creation of an independent Minimum Wage Commission (MWC), drawn
equally from the labour, business and academic sectors, to study the effects of the new
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Ordinance and make recommendations to the government about the minimum wage level
to be set.
It is useful at this juncture to review the effects of the minimum wage law on Hong
Kong’s economy two years after its implementation. One month after the implementation
of the law, the MWC reported that the overall nominal wage index recorded a quarter-toquarter increase of 3.9 percent (a year-on-year increase of 8 percent) with lower-skilled
employees showing the biggest jumps. Real wage indices (wage increases after
accounting for inflation) also showed a significant increase. The Commission reported
that the “implementation of [minimum wage law] substantially improved the income of
grassroots employees in real terms.” One year into the introduction of the MWO, nominal
wage indices still recorded robust increases.10
Also, the MWC reported that the law “narrowed the wage differentials between low-paid
employees and employees of higher ranks.” In other words, minimum wage had a
positive impact on income inequality in Hong Kong.
Thirdly, the report showed that the overall hiring sentiment (especially for lower-skilled
employees) was not weakened in any appreciable manner by the implementation of
minimum wage. “On the contrary,” the Commission stated, “the labour demand...held
strong amid the buoyant local economy.”
Finally, the MWC reported that the percentage of unemployed persons showed no
significant change. In fact, there was a slight increase in the proportion of the
unemployment rate. But this was due to employees quitting their jobs as a result of
dissatisfaction with work conditions. This is an indication that labour demand outstripped
supply in some occupations. The MWC also found that the number of long-term
unemployed persons (i.e. unemployed for six months or above) actually fell in the period
after the implementation of the MWO. The Commission concluded that:
In sum, local enterprises did not seem to cut down recruitment significantly after
the implementation of the initial SMW rate. On the contrary, with the expanding
economic activity, the number of establishments increased in tandem. Incentives
for business start-up stayed positive generally.11
One negative finding that the Commission found was that minimum wage had pushed up
labour costs. It concluded, however, that there was no significant impact on the overall
competitiveness of Hong Kong’s economy and that introduction of minimum wage “had
brought more positive impacts than negative impacts.”12
The findings of the MWC Report was a far cry from the doom and gloom that some
quarters advanced before the enactment of the law. Tellingly, there were no sharp rises or
visible effects on unemployment, only slight inflation; businesses and jobs expected to be
the hardest hit in the service sector (particularly restaurants) grew rather than shrank.
In fact, the recommendation of the Commission was for a raise of the minimum wage
from the existing HK$28 per hour (S$4.50) to HK$30 per hour (S$4.84). While nowhere
near the standards of developed countries such as Australia whose minimum wages per
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hour range from A$15-A$20 (S$17.85 to S$23.80), this was a step forward in closing the
inequality gap in Hong Kong. Singapore risks being the laggard in playing catch-up to an
economy that is often termed as our closest competitor.
Country

Minimum wage/hour

Australia
Canada
Ireland
Japan
South Korea
Taiwan
UK

A$16.37
C$10.25
€ 8.65*
¥749
5210 Won
NT$109
£6.31

SGD equivalent
(as of December 2013)
$18.56
$12.05
$14.97
$9.07
$6.21
$4.06
$13.16

*For experienced adult workers, different rates apply for different subgroups.
Table 3: Minimum wage figures for selected countries as of August 2013

Singapore’s comparisons with Hong Kong must take into account the open-mindedness
and adaptability of policymakers to shift paradigms when needed. A vibrant democracy
where diversity of thought is embraced and ideas are shared to refine the best policies
benefits everyone and allows for sustainable economic growth. Singapore’s economic
policies must catch up with the new challenges that an advanced economy faces. Wide
income inequality gives rise to social problems which spell danger for any country. The
serious consideration of a minimum wage policy is, therefore, imperative.
SDP’s proposal for a minimum wage law
The government will establish a Wage Equity Commission (WEC) that will recommend
to the government the minimum wage level in Singapore. This will be done by building
consensus from all stakeholders through an evidence-based approach and public
consultation. The WEC will comprise representatives from trade unions, chambers of
commerce, professional associations, social work organisations, and academe.
The determination of the minimum wage level will be based on a basket of factors
including the cost of living index and inflation rate. Based on a wage level that would
allow a worker working full-time (44 hours per week) to afford basic necessities, the SDP
recommends the official minimum wage to be $7 per hour or $1,232 per month. This
amount would be applicable to the lowest of the low-wage income earners and subject to
review commensurate with the rise in the cost of living.
Following the enactment of the Minimum Wage Act, the WEC will assess the impact of
the policy on a basket of indicators:

Category
Economic performance

Indicators
Genuine Progress Index
Gross Domestic Product
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Productivity growth
Cost of living index
Consumer Price Index
Unemployment rate
Labour costs
Business creation
Insolvency rate
Wage levels
Labour disputes
Working hours
Real wage indices
Gini coefficient

Living expenses
Economic competitiveness

Labour conditions

The Commission will publish these reports on an annual basis and recommend minimum
wage level adjustments accordingly.
In addition, the WEC will be empowered to deal with complaints of wage manipulation
by employers as mentioned above so that businesses will not find loopholes to exploit
low-wage workers.

Introduce retrenchment insurance
Presently, when workers are retrenched, they are left out in the cold with no financial
protection. Through no fault of theirs, retrenched workers suddenly find themselves in
uncertainty and hardship. Low-wage workers at the bottom of the company hierarchy
cannot control company restructuring or the factors that cause MNCs to relocate their
operations. Neither can they control sudden shifts and upheavals in the global economy
caused by events far from their workplaces. In Singapore, this has affected even middleincome professionals in the fields of life sciences and hospitality.
Unexpected lay-offs cause severe strain on entire families with serious social
repercussions. There is no safety net unless they are expressly provided for in one’s
employment contract. Many advanced economies provide some form of financial cushion
for retrenched workers. The SDP proposes such a retrenchment benefit scheme for our
workers who find themselves suddenly out of work.
Understanding unemployment
To see how such a scheme works, it is useful to differentiate between the different types
of unemployment and the different types of exits from unemployment. In classical
unemployment, the number of job seekers is more than the number of jobs. Such a
situation, broadly speaking, suggests a mismatch in demand and supply in the economy.
Some of the reasons for unemployment can be as follows:
 Structural unemployment, where there is a mismatch between the skills of workers
and the skill demands of the economy.
 Frictional unemployment, where a worker is between jobs and searching for
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another.
 Hidden unemployment, which can be masked by official statistics, and includes
those who are underemployed as well as those who have given up looking for a job.
 Long-term unemployment, defined as unemployment lasting more than one year in
the EU and more than six months in the US.
Workers exit unemployment in two ways: One is by securing a job, the other is by giving
up looking for a job.13 Unemployment insurance is meant to support workers while they
are between jobs (frictional unemployment), providing them with a safety net while they
search for another job.
The first option of finding a job is obviously preferable, especially from an economic
perspective. The role of unemployment insurance is to manage this transition, softening
the impact of initial unemployment while encouraging productive workers to quickly
return to employment.14 The obvious question then arises on how the individual should be
incentivised to keep searching for a job, rather than sit at home collecting unemployment
benefits and insurance payouts. This can be achieved by paying a temporary and
decreasing amount of benefits as the duration of unemployment lengthens. A series of
studies has shown that such an approach is optimal in achieving the objective of an
unemployment benefits scheme and prevent workers from abusing the system.15
The payout level can be determined from the state of the economic environment, such as
the cost of living, job market, economic outlook, etc., and the amount adjusted
accordingly as the economic situation changes.16
Specifically, retrenchment benefits help low-wage workers who are usually first to lose
their jobs during a retrenchment exercise; they are particularly vulnerable because of the
low level of savings they have as a result of their low-wage jobs. Retrenchment benefits
also help the structurally unemployed; these are workers who find their skills mismatched
to macroeconomic trends and need a helping hand during interim unemployment periods
while they undergo retraining (often while not drawing wages at all).
Misconceptions about unemployment benefits
The negative connotations of being “on the dole” have been drilled into Singaporeans’
minds. The PAP government argues that welfare benefits erode the work ethic and,
therefore, the competitiveness of our economy. Such concerns are misplaced as
economists Donald Low and Alisha Gill explain:
It is also worth emphasising that making benefits automatic does not go against
the state’s philosophy of self-reliance nor does it erode the work ethic.
Policymakers can continue to link benefits to employment, income earned and,
where appropriate, annual value of the recipient’s housing. The only important
change is that Singaporeans, especially lower-income households, no longer
have to jump through bureaucratic hoops to obtain the assistance they are
entitled to.17
The irony is that businesses in Singapore receive subsidies, artificially depressed labour
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costs and tax holidays. Workers, on the other hand, are often told that no one owes them a
living, and if they get retrenched they are provided no economic assistance.
Unemployment benefits, if conceptualised properly and implemented judiciously, are an
investment in workers who have been laid off. A famous case of an economy benefiting
from unemployment assistance is J K Rowling. As described in Chapter 5, Rowling was a
divorced single-parent diagnosed with clinical depression. For a time she was dependent
on state welfare. But it was while she was receiving welfare benefits that she penned the
highly successful Harry Potter series, an endeavour that has made her a millionaire many
times over. In 2011, Forbes estimated her wealth to exceed $1 billion. Does anyone doubt
her many resulting contributions to the British economy?
International practices
The Netherlands. In the Netherlands, the law that governs unemployment benefits is
called the Werkloosheidswet (WW). Employers contribute to a fund that is used to pay for
these unemployment benefits. The exact amount of this contribution is 1.7 percent of the
salary of the employee. WW payout for a retrenched worker is as follows: For the first
two months, the employee gets 75 percent of his/her last salary, subject to a limit of
€195.96.18 After two months, it drops to 70 percent. The length of the payout duration
depends on the length of employment at the point of retrenchment; one month for every
year of employment, capped at 38 months.
Retrenched workers under the WW scheme are required to actively search for
employment in their respective fields with similar pay. After half a year, the subject is
required to look for employment opportunities in other areas or for a job with lower pay.
If these requirements are not met, the subject may face penalties. If the maximum length
of the WW has been reached and the subject is still not able to find work, the scheme will
end and he/she will only be eligible for the Algemene Bijstand (guaranteed minimum
income scheme), which is a minimum amount of money to ensure the subject has
sufficient funds to subsist under very basic conditions.
Sweden. Sweden also has a very comprehensive unemployment benefit scheme. Swedish
employees are required to join one of 36 unemployment funds in Sweden, all of which
charge a yearly membership fee. These unemployment funds are specific to industry and
job type and will pay out unemployment benefits. For the first 200 (working) days of
unemployment, the jobseeker will receive 80 percent of his or her previous salary. After
200 days the percentage will decrease to 70 percent for the next 100 days of
unemployment. If the jobseeker has children under 18 years of age, the length of payout
will be extended to 450 days.19
Funding for the unemployment benefits comes mostly from the government budget and
to a lesser extent from workers’ contributions. In 2004, the total expenditure of
unemployment funds was 32 billion Swedish krona (S$6 billion). Of this amount, 9.4
percent was covered by membership fees, the rest by the state. 20 Persons receiving
retrenchment benefits have to actively seek new employment in order to stay eligible for
the scheme. Otherwise, the benefits may be terminated. In such cases, the retrenched
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worker will be provided with minimal economic aid, sufficient only to cover basic
expenses. If a job seeker finds a job that is deemed appropriate, he or she is obliged to
accept it. A job is labelled appropriate if:





The salary is not less than 90 percent of the salary of the previous job;
Absence from home due to commuting time is less than twelve hours per day;
The job is anywhere in Sweden (the jobseeker may be required to relocate);
The employer considers the qualification of the jobseeker sufficient for the job.

Australia. The Australian model requires the ex-employer rather than the state to pay
unemployment benefits, while the state provides minimal monetary support. An
Australian employer is required to pay a retrenched worker’s full salary for defined
period which depends on the number of years that the worker had been employed. The
payout period ranges from four weeks (for employees that have been with the company
for at least one year but not more than two years) up to 12 weeks (for employees of more
than 10 years).21 If a worker is still unable to find a job after this period, he/she will have
to depend on state welfare schemes, such as the Newstart Allowance scheme, which
provide financial support for unemployed persons ranging from A$497 (S$579) for a
single person to A$537 (S$625) for a person with dependents.22
The SDP’s proposal for retrenchment benefits
The SDP plan will introduce the Re-Employment Scheme and Temporary Assistance for
the ReTrenched (RESTART) scheme. RESTART will provide retrenched workers 75
percent of their last drawn salary for the first six months. This amount will be reduced to
50 percent during the following six months, and further reduced to 25 percent in the third
six months. The payments will stop once the individual is re-employed. They will also
cease 18 months after retrenchment if the individual is still not employed by then. The
maximum payout for a retrenched worker will be capped at the prevailing median wage.
Each retrenched worker receiving RESTART payment must register with the Ministry of
Manpower, which will assist him/her in looking for re-employment, match the
jobseeker’s skill set and salary level to the new job where possible. Applicants will be
allowed to reject only up to three job offers. Such a scheme will provide workers with a
cushion when they are retrenched while discouraging a welfare-dependent mindset.
To prevent abuse of the system, only workers who are retrenched will be eligible for
RESTART. Those relieved of their work due to misconduct or poor performance, those
who resign from their jobs, and those who have worked with their companies for less
than a year will not be eligible for the programme.
In a recession scenario, we can compute the estimated annual budget for RESTART based
on the following parameters:
 Unemployment rate of 5 percent;
 Resident working population of 2.1 million;
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 Monthly individual median wage $3,248 per month (based on labour market and
monthly income figures at mid-2012)23;
 A cap of the payout at the individual median monthly income.
From the above figures, the RESTART budget is estimated to be $2 billion (0.6 percent of
GDP) annually. That is, if all 5 percent of the retrenched (resident) workers were earning
the median wage and collecting unemployment insurance for the maximum 18-month
period, the programme would cost $2 billion over a year. The total payout under such a
circumstance will be lower than this estimate because most retrenched workers will earn
below the median wage and many will be re-employed during the year and thus getting
off the programme.
Funding for such a programme would come from the state (80 percent), employers (10
percent) and workers (10 percent). Employees’ contributions will be made on a sliding
scale with higher-income groups paying more. Employers will match employees’
contributions dollar for dollar. Such a hybrid system of financing would spread out the
fiscal responsibility to all stakeholders.

Address concerns of Malay community
Researcher Lily Zubaidah Rahim notes that the continuing slowness of the Malay
community’s socio-economic progress constitutes an unhealthy obstacle towards
improving relations between Malays and non-Malays in Singapore.
The problem is exacerbated by the fact that income inequality also limits the educational
progress of those in lower income groups. This vicious circle puts those already at a
disadvantage further down the totem pole. The SDP has drawn up a comprehensive
proposal to reduce the income lag of Malay Singaporeans and to improve the economic
conditions of the community in A Singapore For All Singaporeans: Addressing The
Concerns Of Our Malay Community, and points covered there will not be repeated here.

Recalibrate the tax structure
The current tax rate for individuals in Singapore is capped at 20 percent. This rate has
allowed the wealthiest in the country to get richer despite the fact that those earning
below $20,000 per annum are not taxed on their income.
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Table 4: A comparison of Gini coefficient and income tax rates for selected countries

Table 4 shows that countries where the Gini coefficient is smaller (that is, the income gap
is narrower), personal income taxes for the wealthiest tend to be higher. Singapore and
Hong Kong have the lowest personal income tax rates for top income bracket. However,
they are also the most unequal when it comes to the rich-poor divide. On the other hand,
countries with higher income taxes for the richest individuals tend to have more
egalitarian economies, as reflected in their Gini coefficients.
Associate Professor Aneel Karnani of the University of Michigan’s Business School, who
was invited to Singapore for a lecture in 2011, commented: “The sense I get is that
Singapore has focused too much on growing the size of its economic pie and not enough
on distributing it.”24 He advised that the government temper inequality, even though it
hurts economic efficiency to a certain extent, and advocated progressive taxation where
wealthy individuals and corporations are taxed at a higher rate to help the poor “gain
access to better services and opportunities.” He also noted that Singapore’s highest
personal income tax rates were cut from 28 percent in 2002 to 20 percent in 2007, which
makes it one of the lowest in the developed world. This has resulted in those earning
$320,000 annually paying the same tax rate as those earning 10 times more. “We can
have progressive taxation without killing entrepreneurship or incentive,” the professor
says. “Taxes can go up to 30-40 percent. In Western countries, the rich don’t say that
because taxes are 30 per cent, I will stop working.”
Under the SDP’s programme, Singapore’s tax bracket for the top 1 percent earners—
those with incomes that average $700,000 a year—will be returned to 28 percent, closer
to the levels in Canada, Germany, Japan, and so on. 25 The increment would be phased in
over five years with a 2 percent increase annually. The increased revenue collected from
higher tax rates would go towards funding RESTART.
In addition, we should lower and vary the GST rate for different goods. Basic food items
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as well as other basic necessities should not be taxed while GST for luxury items should
be increased. Currently, a wealthy individual who buys a 20-carat diamond for his
daughter pays the same rate of 7 percent GST as the cleaner who buys a bag of rice for
his family. Common sense dictates that a more equitable tax structure is needed.
In 2008, the PAP government abruptly abolished taxes on estate duty. Inheritances are
taxed when individuals die and pass on their possessions. The philosophy behind such a
tax is that while society must encourage diligence and enterprise of individuals by
allowing them to keep and save as much as they can, recipients of their wealth after they
pass away may or may not deserve all the riches. The SDP plan proposes the
reinstatement of the estate duty tax with the exemption threshold of $20 million, 26 both
for citizens and non-citizens. Again, revenue from such a tax can be used to fund welfare
programmes for the needy.

Chapter 9: Reform social security
Without political opposition, the PAP has found it increasingly easy through the years to
reduce its share of expenditure in various areas, most notably in social welfare spending.
This has resulted in a socio-economic underclass that is significant and expanding.
Even the middle class, especially those in or near retirement, find themselves under
heavy financial pressure with little income.1 A study in 2014 found that almost 50 percent
of households in Singapore save less than 10 percent of their monthly incomes while 14
percent have no savings at all.2
This is largely a result of the cutback of government expenditure. The shortfall in national
spending is passed onto the people under the various CPF schemes which, as pointed out
in a previous chapter, allowed, and even encouraged, people to make pre-retirement
withdrawals to fund their education, medical care, and even investment ventures. This has
drained the people of their retirement savings. Meanwhile, it is widely believed that
reserves accrued from the CPF have been used by the government for investments
outside Singapore. Returns on these portfolios are not made public, enabling the PAP
government to withhold any profits earned from investments made using the people’s
savings.
Clearly the social security system (what exists of it) is in need of an overhaul.
Unfortunately the reluctance of the PAP to move decisively to resolve the current
problems will leave more and more Singaporeans in uncertainty and insecurity during
their retirement years. To tackle the problem of poverty and cash-poor retirement, the
SDP proposes the following measures:
1. Return CPF savings in full
Retirees depend on their CPF savings to meet living expenses when they retire.
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Withholding their savings through the Minimum Sum Scheme is not only
impractical but also immoral. The scheme must be abolished and the savings
returned to members when they retire.
An “opt-in” clause should be introduced to allow retirees who want their CPF
savings returned in instalments to have this done. This should, however, be done
strictly on a voluntary basis. Any time a member wishes to end the arrangement
and have the remainder of his/her savings returned in full, he/she should be able
to do so.
2. Reduce the cost of HDB flats
The fact is that HDB flats have become too expensive for the majority of the
population. The root of the problem lies in the PAP’s decision to turn CPF
savings into a housing financing scheme. When it allowed CPF members to
withdraw their compulsory savings for the purchase of HDB flats, homeownership increased dramatically.
Therefore, one way to ensure that there are adequate CPF savings for retirement
is to reduce HDB prices. A reduction in prices would mean less CPF savings
used to service HDB loans. To do this, the SDP has put forward the idea an
additional category of flats called the Non-Open Market (NOM) flats. As the
name suggests, NOM flats will not be allowed to be sold on the open market. In
return, these flats will be sold at cost (minus the cost of land) to home-buyers.
This will reduce HDB flat prices by more than half, allowing citizens to save
their CPF for retirement. The scheme is discussed in detail in our policy paper on
housing titled Housing A Nation: Sound Policies For A Secure Future.
3. Lower healthcare costs
By reducing its share of expenditure on health care and setting up the Medisave
scheme, the PAP government has made the difficulties of the elderly even more
burdensome. Add these to the commercialisation of medical care as well as the
inclusion of health-related expenses in the GST, and the load on the elderly is
greatly multiplied. The removal of the GST for drugs and health services would
be a step in the right direction. Reduced government expenditure on health care
and welfare for the aged, coupled with increased longevity, means that working
individuals today not only have their children to take care of but also their
parents, and possibly grandparents, as well.
The SDP has drawn up our National Healthcare Plan: Caring For All
Singaporeans in which we propose various measures, including replacing the
Medisave, MediShield, and Medifund schemes with a single-payer system, to
reduce the burden of health care expenditure on our people. Details of the plan
are spelt out in the paper and will not be repeated here. One feature of the SDP’s
health care proposal is that the system will be made universal so that the poor
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and those without income will have access to quality medical treatment and
health care.
4. Increase social spending.
To ensure that the needy and elderly segments of the population are not
neglected, the SDP plan proposes that the national budget be reconfigured to
expand the social safety net. It will implement a Family Credit Fund which will
be used to top up to $2,300 the income of all households of two or more persons
that have at least one member of the household working full-time and whose
monthly disposable income falls below $2,000. A qualifying income sliding
scale will be applied. The initiative will replace all subsidies and credits
currently dispensed by the government. This Fund will be phased out once a
national minimum wage is rolled out across the workforce.
In FY 2009 $14.9 billion (34.3 percent) of the total budget expenditure of $43.6
billion was allocated to defence, internal security and foreign affairs. The
Ministry of Community Development, Youths and Sports, charged with
handling social welfare programmes, on the other hand, was allocated only
$1.95 billion of the total budget. This amount included expenditure on sports.
Only $110.2 million, or 0.25 percent, of the total budget was put aside to help
the needy. $97.2 million was set aside for juvenile delinquency programs, and
$42.1 million spared for social assistance to the elderly and disabled.
In 2010, the PAP government allocated an operating budget of $93.67 million
for Rehabilitation, Protection and Residential Services Programme, which
includes the running of centres for disadvantaged children, the destitute,
dysfunctional families, mentally handicapped, and elderly. Compare this amount
to the $11.5 billion spent just on defence.
The solution is simple: The government must increase national expenditure on
the aged and retired. In addition, the Public Assistance Scheme (PAS) will be
increased for all qualifying persons to S$1,150 per household.
Much more can be done to help the weakest and most vulnerable segments in
our society. We boast of being one of the world’s richest economies but if this is
the way we take care of our poor, then there is nothing for us to be proud about.
Even if we double or triple the expenditure for the PAS, we would still be
spending only a fraction of our national budget to help the poor.
And as far as public transportation is concerned, senior citizens over 65 years of
age will have free bus and MRT rides during off-peak periods and 50 percent
concessions during peak periods. Special taxi services should be introduced
which will provide free transportation to the elderly (over 80 years old) and
physically disabled persons for the purposes of travel for essential medical
appointments. (For a more detailed description of this subject, please see the
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SDP Shadow Budgets for 2012 and 2013.)
The PAP government has adopted the neo-liberal ideology and, through the
decades, drummed into the people’s minds that social welfare will produce a
lazy and indulgent people, and cause the ultimate ruin of our society. The truth
is quite the opposite. A population watching the callous and uncaring way its
country treats the weakest among us—and being unable to do anything about it
—will not be inspired to work towards a better future. Ultimately, caring for
those who are unable to care for themselves is a human trait—and a highly
desirable one.
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PART 4A

TRANSPARENCY AND ACCOUNTABILITY
Chapter 10: The rise of a tax haven
Singapore’s status as a financial hub seems secure as we stand head and shoulders above
everyone else, at least here in Southeast Asia, in the realm of international banking. Ours
has the look and feel of a successful economy steeped in wealth management, purring
with maximum efficiency and minimum corruption. It certainly does not convey the
impression of a system undergirded by weaknesses and dangers that threaten its progress.
Yet, in reality, questions about our push to be at the pinnacle of the global financial
system abound.
At the heart of the matter is the way we have positioned ourselves as a tax haven.
Unfortunately, the global community’s views of secrecy jurisdictions have changed and
governments around the world are paying more attention to the adverse effects that tax
havens are causing to their economies. This might be a good time for Singaporeans to
start paying attention to what others are saying about the way we make our money.

The money flows in
In the wake of the Asian Financial Crisis in 1998, the PAP government decided to make
Singapore the financial capital of Asia, if not the world. In 2001 Prime Minister Lee
Hsien Loong, then deputy prime minister, finance minister and chairman of the Monetary
Authority of Singapore (MAS) all rolled into one, introduced amendments to the Banking
Act to revise secrecy provisions so that “only very few exceptions have been allowed for
the disclosure of information relating to a customer’s deposit and funds placed for
investment” and that “a person who receives customer information will be required by
law to keep the information confidential.” In 2004, trust laws were amended to allow
foreigners to avoid laws in their home countries that regulate inheritance of an estate by
family members. The penalty for breaking such a law is a fine of up to $125,000 or three
years’ jail, or both.1 The Wall Street Journal reported that Lee “has personally overseen
the city-state’s private-banking push.”2
As a result, the number of private banks operating in Singapore increased from 20 to 35
between 2000 and 2005. Funds from all over the world poured into our banks and
58

A New Economic Vision: Towards Innovation, Equal Opportunity, and Compassion

financial institutions. At the end of 2007, the MAS reported that total assets under
management (AUM) reached $1.173 trillion, up from $150 billion in 1998, an increase of
682 percent in just 10 years. This figure increased to $2.1 trillion in 2012, making our
financial sector six times larger than the GDP.3 Eighty-six percent of these funds, which
include private banking money, came from outside Singapore. Of this, 44 percent was
from the Asia-Pacific region and 36 percent from Europe. 4 From 2000 to 2010, the total
assets managed by the Singapore’s wealth management and private banking sector
increased 11-fold to US$550 billion. In the same period, the number of foreign
professionals working in Singapore’s finance industry went up by 9,600. An analyst
predicted that “by 2015, Singapore is expected to have gained significant ground on, and
could even surpass, Switzerland as the world’s largest offshore financial centre.”5

The mood changes
To be sure, tax havens are not a new phenomenon. They have been around for decades,
acting as shelters for wealthy individuals wanting to avoid paying taxes in their home
countries. Singapore got in on the business only recently. But since the advent of the
2008 financial crisis, some governments have hardened their stance towards offshore
banking secrecy. As they find themselves bleeding cash, many of these governments are
turning to other means to shore up their finances, one of them being to stop tax monies
flowing to offshore secret jurisdictions.
Being a tax haven means that if a foreign government requests for information on
accounts suspected of tax evasion in Singapore, the Singapore government will only
cooperate if, and only if, the case also involves an evasion of tax due to the Singaporean
authorities. If the suspect is deemed not to have committed a crime in Singapore then we
will not release information about the tax offender. This problem was highlighted in a
case in 2005 involving a former chief of an Italian bank, Gianpiero Fiorani, who was
arrested in Milan for suspected misappropriation of funds. Fiorani had then shifted some
of his assets to Singapore through a Swiss bank. The Wall Street Journal reported that
when he was questioned by the police following his arrest, Fiorani said that he had
moved his funds “to better protect the money” and for “peace of mind.” 6 When contacted
about the matter the MAS declined to comment. It is such unwillingness to cooperate
with foreign governments and the lack of transparency that has solidified Singapore’s
reputation as a tax haven.
In 2008, the US’ Internal Revenue Service (IRS) went after Swiss Bank UBS which
agreed to cooperate with America’s tax authorities and release information about its
American clients who were suspected of evading taxes owed to the US. In return, the IRS
would grant the offenders amnesty and not proceed with criminal prosecution. It is
believed that some 20,000 US citizens have worked with bankers at UBS to avoid paying
taxes.7 The US government didn’t stop there. It threatened to prosecute the Swiss banking
giant. The UBS subsequently agreed to pay US$780 million in fines, interest, and
restitution to avoid charges that it abetted the evasion of taxes by Americans and also
agreed to “expeditiously exit the business of providing banking services to United States
clients with undeclared accounts.”8
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In 2010, the US enacted the Foreign Account Tax Compliance Act (FATCA) as part of the
effort to “combat tax evasion by US persons holding investments in offshore accounts.” 9
The law requires financial institutions based outside the US to obtain and report
information about income and interest payments accrued to the accounts of American
clients. But rather than relying on international agreements that are unwieldy and hard to
enforce, the US is directly targeting individual banks, bringing criminal charges against
financial institutions which facilitate tax evasion by US citizens. As a result, banks like
the HSBC, Deutsche Bank and DBS turned away billions of dollars in business with
potential American clients.10
The US is not the only country intent on resolving the tax haven problem. In 2005, the
European Union adopted the Savings Tax Directive to combat taxes lost to tax havens.
European countries like Austria, Luxembourg and, of course, Switzerland have come
under pressure to stop their tax haven practices. The Organisation for Economic
Cooperation and Development (OECD) is also working to curb tax havens, listing four
factors to determine if a jurisdiction is a tax haven or not:






whether the jurisdiction imposes no or only nominal taxes;
whether there is a lack of transparency;
whether there are laws or administrative practices that prevent the effective
exchange of information for tax purposes with other governments on taxpayers
benefiting from the no or nominal taxation rules;
and whether there is an absence of a requirement that the activity be substantial.11

Leaders at the G20 summit convened in Washington, DC in 2008 agreed that the matter
of tax shelters “should be vigorously addressed.” 12 They pledged to cooperate on
international regulation of the financial system which included a promise to work
together to “protect themselves against ‘non-cooperative’ offshore tax havens.” They also
wanted to impose controls on hedge funds and ratings agencies as well as “force all the
world’s secrecy and tax havens to cease and desist their resistance to disclosure.”13
Tax evaders don’t only come from wealthy countries. Developing economies are also
suffering from the drain of tax dollars to secretive financial jurisdictions like Singapore.
Angel Gurria, Secretary-General of the OECD, noted that: “Developing countries are
estimated to lose to tax havens almost three times what they get from developed countries
in aid. If taxes on assets hidden by tax dodgers were collected in their owners’
jurisdictions, billions of dollars could become available for financing development.”14
Relations with Indonesia, for instance, continue to be rankled by allegations that
Singapore harbours tax fugitives and wealthy businessmen who made away with billions
of dollars during the financial chaos when Suharto was toppled. But while rich nations
are able to fund programmes to address the problems of tax havens, poor countries don’t
have the same resources. As a consequence, global poverty becomes even more
entrenched. The world’s opinion makers are beginning to see that poverty on such a scale
is a threat to international stability and security. Power-mongering ideologues and
terrorists feed on such economic deprivation to cause mayhem. World leaders are
awakening to the reality that urgent action is needed to remedy the imbalance.
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Does it matter that Singapore is a tax haven?
But why should Singaporeans care? Isn’t it good that we are attracting the world’s
wealth? Some argue that business is amoral and tax haven money or not, it is still money.
We get to use it and that’s all that matters.
Unfortunately, that’s not all that matters. Building our nation up as a secretive tax haven
is neither good politics nor good economics. Such a strategy is, at best, risky and, at
worst, dangerous for Singaporeans both on the domestic and international fronts. The
misery that retail investors are suffering over the toxic minibonds that became worthless
overnight when Lehman Brothers went bankrupt is a good reminder that morality plays a
large part in how we run financial systems. It was the avarice of bankers that led to the
collapse of the world’s financial system. If it needs to be said again, greed and unethical
practices are not good motivators for wealth-making. Yet, these are what Singapore’s
financial system has come to depend on as we get deeper into becoming a tax haven and
financial laundromat.
The PAP government denies these charges. “Singapore is not a tax haven,” George Yeo
said when he was Singapore’s foreign minister. “We are a low-tax country but not a tax
haven. We’re an international financial centre so banking secrecy is very important. It is
protected by law. But at the same time we do not condone drug money or terrorism
money or money laundering—these are crimes.”15
Of course, the PAP policymakers are all for turning Singapore into an offshore banking
centre; they benefit hugely from the strategy. Top bankers reap the dividends and pay
themselves huge salaries and bonuses. By pegging their salaries to the biggest earners in
the country, PAP ministers are more than handsomely rewarded.
What about ordinary folks? Does becoming an offshore banking centre really benefit the
average Singaporean? While super-rich foreigners are attracted to Singapore, the locals,
especially those in the lower income bracket, see their fortunes go in the other direction.
In 2010, Singapore’s wealthiest families and individuals got richer: the top 40 richest
persons in the country saw their net worth jump by 17 percent. 16 Indeed expatriates love
Singapore, consistently ranking it as one of the best places to live in the world. 17,18,19
Locals, on the other hand, find our city a most stressful place to live in.
Another problem with the sudden and massive inflow of foreign funds into our economy
is inflation. Property values have skyrocketed in recent years. When restrictions on
foreigners purchasing property were scaled back, prices ballooned. By the end of 2011,
home prices were 16 percent higher than their previous peak in 2008. Of the total number
of private residential property purchases, foreigners accounted for 19 percent of all
purchases in the second half of 2011, up from 7 percent in the first half of 2009. 20 NonSingaporeans, especially permanent residents, were also allowed to buy and rent HDB
flats.
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The escalation of property prices also increases inflationary pressures. The MAS said in
September 2011 that “inflation is expected to remain elevated at slightly over 5 per cent
in the next few months, on account of continued strong increases in accommodation
costs...”21
All this had led to a bubble economy that analyst Jesse Colombo predicts is headed for
the kind of crash that Iceland experienced in 2008. 22 While some analysts disagree with
Colombo’s dire prediction, they acknowledge that Singapore’s economy is undergirded
by systemic weaknesses. Writing in Forbes, Colombo points to a myriad of factors,
including low interest rates, massive injection of funds into the global financial system
from the US (the US$4 trillion Quantitative Easing programme) and China (the US$586
billion stimulus plan), and the positioning of our financial system as a tax haven for the
hyper-rich that have inflated the bubble to dangerous levels:
Singapore currently has the highest number of millionaires per capita in the
entire world, and mainstream analysts—who are not aware of Singapore’s
dangerous economic bubble—are predicting even more growth of the millionaire
population in the next few years. Of course, the assumption that Singaporean
citizens’ wealth will continue to grow at high rates requires further inflation of
the country’s asset bubbles, to say nothing of the very real risk that these bubbles
will pop and cause wealth to decline significantly.23
What about jobs? Doesn’t increased wealth mean more jobs for Singaporeans? Yes and
no. More jobs are created when foreign funds come in but many of these jobs don’t go to
Singaporeans. In 2007, more than 60 percent of the jobs created went to foreigners. 24 In
2011, it was reported that there were 1.1 million foreign workers in Singapore. 25 Add this
to the number of permanent residents in the workforce, and it is clear that nonSingaporean workers outnumber Singaporean ones in this country.
The PAP government made the decision to turn Singapore into a tax haven because it was
the easy thing to do. All it needed was some skillful rewriting of the law and a handsome
advertising campaign to lure tax avoidance money to our banks, of which the government
itself owns a goodly portion. On the other hand, fostering dynamism and creativity means
having to open up the political space, which the PAP is loathe to do. The combination of
attracting wealth while remaining solidly authoritarian is not a difficult decision for the
government to make.

Chapter 11: A neo-liberal stronghold
The PAP government has often assailed democracy as a Western practice unsuited for the
Asian mind. In truth, however, the PAP government has put in place a system that is not
entirely unfamiliar to the Westerner. It is the economic-financial system devised by the
neoliberals—a system epitomised by corporate America and Wall Street, and one that we
have copied without sound understanding. It is the system that has liberalised the
financial sector to the point that it caused the financial chaos in 2008.
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Prior to the meltdown, American banks were doing brisk business giving out housing
loans to people who had poor credit backgrounds and who really couldn’t afford to keep
up with their mortgages. But the bankers, unbeknownst to many, were not concerned
because they simply passed on the risks to investors in the form of mortgage-backed
securities. The banks also conjured up financial products in the form of credit default
swaps (CDS) that were essentially insurance against mortgage-backed securities if they
turned bad.
When the US economy started to wobble, many of the people who took the aforementioned housing loans (which came to be known as subprime loans) were laid off. As a
result, they couldn’t pay their mortgages and many of the homes were foreclosed, the
occupants evicted. The housing market problem was exacerbated by many homeowners
leveraging their homes as prices climbed in the mid-2000s.
Banks came under intense pressure. As a result Bear Stearns, the fifth largest investment
bank in the US, went bankrupt in March 2008. This was followed by Lehman Brothers,
then Merrill Lynch (which was eventually sold to Bank of America) with the crisis
threatening to move up the chain and consume J P Morgan and Goldman Sachs. The
meltdown threatened to engulf the entire financial system across the world.
During the boom years prior to the 2008 crisis, Singapore’s banks copied what was
happening in the US without understanding what the products were made of and their
financial implications. They came up with their own names for the financial instruments
—Pinnacle Notes, High Notes, and Minibonds—and sold them to Singaporeans just like
US banks had sold their products to Americans.
In an interview in 2003, Lee Hsien Loong, then the deputy prime minister and MAS
chairman, also argued for less regulation:
When matters were simpler, players were fewer, things were slower moving, the
markets were more national and less globalised, we could work on the basis of
regulation. Regulations were approved and then enforced stringently to keep the
financial sector away from dangerous cliffs and obstacles. But in a fast moving
situation you cannot do that. No regulator knows enough to do that, and if you
attempt it either you will stifle the industry or more likely you will fail
somewhere or other problems will arise.1
It was the push for deregulation of the banking system in the US that allowed bankers to
securitise and sell dubious housing loans, leading to the financial meltdown that rolled
across the world on such an unprecedented scale.
The process to deregulate the financial system started in the 1980s when US bankers
pushed for the Glass-Steagall Act to be repealed. The Glass-Steagall Act separated
commercial banks from investment banks. Commercial banks took in deposits and
handled the savings of the man in the street. These savings were guaranteed up to a
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certain amount by the US government. And because they were federally insured,
investments of the funds by the banks were regulated. Investment banks, on the other
hand, were not backed by government guarantee and so did not have similar restrictions
placed on them. As a result, these banks used their funds for high-risk investments.
In 1999, the US Congress under pressure from Wall Street, voted to amend Glass-Steagall
which, in effect, ended the separation of commercial and investment banks. This
deregulation freed commercial banks to engage in high-risk, high-returns investments. As
a result, banks raked in enormous profits during the early part of the new millennium.
They embarked on a spree of reckless housing loans and used them to further leverage
their positions through CDS. A few years later, in 2008, that banking system crashed.
Former chief economist at the World Bank, Joseph Stiglitz, pointed out that supporters of
de-regulation were consistently wrong in thinking that less regulation of the banking
system led to sustainable growth:
...many who observed the long expansion of the world economy during the era
of deregulation concluded that unfettered markets worked—degregulation had
enabled this high growth, which would be sustainable. The reality was quite
different. The growth was based on a mountain of debt; the foundations of this
growth was shaky, to say the least.2
US President Barack Obama weighed in:
Huge bets—and huge bonuses—made with other people’s money on the line.
Regulators who were supposed to warn us about the dangers of all this, but
looked the other way or didn’t have the authority to look at all. It was wrong. It
combined the breathtaking greed of a few with irresponsibility across the
system. And it plunged our economy and the world into a crisis from which we
are still fighting to recover.3
It is this unstable and corrupt international finance bandwagon which the PAP
government has chosen to board. As recently as 2011, in a speech to commemorate the
40th anniversary of the MAS, PM Lee called for the strengthening of our system as a
financial centre:
Competition from emerging financial centres in the region is intensifying, but
the opportunities in Asia, such as infrastructure development and wealth
management, are growing rapidly too. MAS needs to continue leveraging on
Singapore’s system-wide capabilities to strengthen our position as an
international financial centre.4
Given what happened in 2008 and, more important, the inability to provide a meaningful
remedy for the ills of the global financial system, is it wise for us to get even deeper into
it? Remember how we lost billions of our CPF dollars through GIC and Temasek
Holdings (TH) taking these high-stakes bets which bankers play.
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In the aftermath, (former) US Senator Chris Dodd and (former) House Representative
Barney Frank introduced a financial reform bill in July 2010. 5 Commonly known as the
Dodd-Frank Act, the law sought to place some financial institutions under government
regulation, so as to oversee the trading of derivatives and enable the government to shut
down troubled banks in an orderly way. But the new legislation was watered down
significantly after intense lobbying by Wall Street banks. When the bill was debated in
Congress there were 25 times more professional lobbyists who were fighting against the
reforms than those fighting for them. The upshot is that there are many loopholes which
bankers can still exploit in the new legislation. Former US Federal Reserve chairman and
head of President Obama’s Economic Recovery Advisory Board Paul Volcker pointed out
that the law “is nowhere near what we need” to resolve the problem. 6 Dominique StraussKahn, former IMF chief, is emphatic when it comes to the 2008 meltdown repeating
itself: “I won’t say that it can’t happen again, it will happen again.”7
With the regulatory framework pushed back, the bankers went back to their old ways of
dealing in transactions which maximised profit for themselves, their clients and their
companies’ shareholders with little regard for the wider financial and economic system. It
was inevitable that banking shenanigans returned. In May 2012, JP Morgan Chase
reported a loss of US$2 billion when its risky bets on CDS turned bad. 8 It was as if 2008
never happened.

Live by the sword...
Despite the instability of the world’s money system and its unreformed problems, the
PAP government, as mentioned above, signaled that it was going to push even harder for
Singapore to be a leading financial capital. This strategy seems to be working. In 2012,
the Global Financial Centres Index ranked Singapore as the fourth financial capital in the
world after New York, London and Hong Kong.
Is this where we really want our economy headed? Is our foundation as a country going
to be built on a system that has shown itself to be crooked? Is there no alternative to how
we, as a nation, can become prosperous and happy? In our mad rush to become a global
financial city, we have copied the Western “get-rich-quick-and-at-all-cost” mentality
which glorifies greed and immorality. This cannot be the formula on which we build our
economy.
The American financial system has been designed to favour those at the very top of the
economic food chain. The top 1 percent of the country owns more than 40 percent of the
wealth in the country. The rich have unimaginable wealth while many find themselves
out of work and without a roof over their heads. The system in Singapore mirrors the
situation in America: The PAP controls almost all the national wealth through two
companies, GIC and TH. While the folks who control the system lavish themselves with
huge salaries, ordinary Singaporeans continue to fall further and further behind. As
pointed out earlier, our income inequality surpasses that of even the US. Per capita, we
have the biggest number of millionaires in the world. Yet the number of homeless and
poor people continues to grow.
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The PAP has, for a fact, foisted the Western system indiscriminately upon our society, a
system that has reaped untold riches for the ruling class in Singapore but has left the rest
of us impoverished, not just economically but politically and morally as well.
Over-dependence on the financial sector to fuel the economy is, in itself, problematic.
Researchers Stephen G Cecchetti and Enisse Kharroubi recently studied the complex real
effects of financial development and found that “financial sector size has an inverted Ushaped effect on productivity growth”.9 As an economy’s financial system develops, it
produces real growth which goes into negative territory as the system expands beyond a
certain point. Another finding is that enlarged financial sector growth retards productivity
growth because the sector competes with the rest of the economy for scarce resources.
“More finance is definitely not always better,” the researchers conclude. 10
Specifically, Cecchetti and Kharroubi found that when the financial sector employs more
than 3.5 percent of total employment, further expansion of the sector size tends to harm
overall economic growth. They write that
Overall, the lesson is that big and fast-growing financial sectors can be very
costly for the
rest of the economy. They draw in essential resources in a way that is
detrimental to growth at the aggregate level.11
In Singapore, the MAS says that the financial sector employs about 6 percent of the total
workforce, accounting for over 11 percent of the GDP as at end 2011. It adds that the
sector’s employment growth has been positive for the last seven years.12
This may well be an opportune time, and indeed a necessary task, to ask if the PAP
government’s continued emphasis on increasing the financial sector and turning
Singapore into an ever-growing financial centre may be misplaced.

Neoliberalism
At the heart of neoliberalism is the belief that markets across the world should be opened
up with the lowest possible tariffs and the least amount of interference in the operations
of private business. Such an ideology was, of course, championed by big Western
corporations constantly on the lookout for new markets and cheap labour. Singapore was
a willing advocate for such a system. On 6 May 2003, then prime minister Goh Chok
Tong and former US president George W Bush signed the USSFTA which, among other
things, made it even easier for US MNCs to set up shop in Singapore than before.
Singapore became the first country in Asia, and one of the few in the world, to sign such
a pact with the US.
Behind the scenes, American corporations worked hard to ensure that the US Congress
passed the deal. The charge was led by the US Business Coalition, formed by
conglomerates like Boeing, ExxonMobil, United Parcel Service, General Electric,
Federal Express, and Lockheed-Martin. It roped in US Congressmen Curt Weldon and
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Solomon Ortiz to push for the USSFTA’s quick passage through the US legislature.
Former foreign minister S Jayakumar wrote to Weldon and Ortiz to encourage the US
legislators to push for the resolution of the USSFTA.13
The SDP had then called for the USSFTA to include the strengthening of Singapore’s
labour laws to protect Singaporean workers. The American Federation of Labor and
Congress of Industrial Organizations (AFL-CIO), an umbrella movement of trade unions
in the US, wrote a letter to members of the Congress urging a rethink of the Agreements
with Singapore and Chile:
If the Chile and Singapore agreements are enacted, working families in the US
stand to lose even more ground through job displacement and an increased US
trade deficit, while workers in Chile and Singapore are likely to face widening
income inequality. The labor provisions of the Chile and Singapore FTAs will
not protect the core rights of workers.14
Given the might of the corporate interests in the US, however, concerns for the welfare
and rights of workers were brushed aside and the USSFTA was quickly passed by the US
government. MNCs, being the entities that they are, are on the constant look out for low
tax regimes and cheap, plentiful labour. The PAP government dutifully obliged. Many
multinationals operating in Singapore enjoy generous tax holidays. And as far as cheap
labour is concerned, the PAP responded by introducing an overly liberal immigration
policy, indiscriminately flooding our population with foreign workers.
It is clear how the USSFTA works to the advantage of big business in America. How it
benefits Singaporeans is less apparent. The problems Singaporean workers face with
widening income inequality, suppressed wages, housing price inflation, etc. have
stemmed, directly or otherwise, from the PAP government’s immigration policy which, in
turn, has come about because of the demands of MNCs in Singapore. And wealthy
foreigners love what has been done for them. As mentioned above, it is not by accident
that Singapore is ranked by expatriates as the number one place in which to live, play and
do business.
It is dangerous to rely on the strategy of just rolling out the red carpet for multinationals
with hardly any attention paid to developing our own entrepreneurial class. We must
wean ourselves off our dependence on MNCs and put our resources to fostering an
innovative culture. This, of course, necessitates a concomitant opening up of our political
culture.

Buying into the fiction
It is important to note in all this that the US government’s policy towards Singapore is
driven almost exclusively by cooperation in the areas of trade and security, a policy that
benefits MNCs and the PAP. The reality is that American corporations have little interest
in wanting to see democracy and human rights develop in Singapore.
Such an approach has become even more pronounced since the 9/11 attack on the World
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Trade Center in New York. The PAP has been championing the use of the Internal
Security Act (ISA) with the approval, tacitly at least, of the US government. Other than
the perfunctory annual Human Rights Report which the State Department compiles, the
US has shown little appetite for the development of democracy in Singapore.
Still, the PAP has skilfully and successfully portrayed the West as seeking to undermine
the sovereignty and interests of Singaporeans by “foisting” its democratic system on us.
The story of the Central Intelligence Agency (CIA) employing former solicitor-general
Francis Seow is but one case in point. In 1987, the Singapore government accused Seow
of colluding with the US through the CIA to set up an opposition in Singapore,
presumably to topple the PAP. For that, Seow was detained under the ISA. Of course, we
all know that that was not true. Seow never colluded with the CIA and, more
significantly, the US has always been supportive of the PAP regime and would not
advocate, much less work for, its fall from power. The reality is that the PAP government
has blindly copied the Western financial system, allowed our economy to be an outpost
for MNCs, and then sought to pin the blame for problems on others.
Unfortunately, many Singaporeans have bought into this fiction, and through a misplaced
sense of nationalism and Asian-ness, rejected “Western-style democracy” to our own
detriment. Democracy is not a Western idea but a universal concept. In the ultimate
analysis, it is not a case of American democracy versus Asian values. Rather it is about
the divide between the dominators—both in the East and West—and the dominated; it is
about the rich and powerful wanting to own more and more, leaving less and less for the
rest. The PAP has every reason to support the Western neoliberal agenda in order to
maintain the present system.
Democracy is the one weapon that will enable us to break out from under authoritarian
control and secure for ourselves a better and more stable future. By rejecting the
democratic system, we are, in fact, supporting our own oppression.

Chapter 12: The MNC-GLC strategy
In Chapter 11, we discussed the neoliberal agenda and the role the PAP government plays
in it, resulting in MNCs establishing a more-than-significant presence here. To be clear,
the SDP’s argument is not against an open economy that attracts foreign investments.
Attracting investments, especially during the economy’s formative years, may have been
the intelligent thing to do. But as our economy matured and regional economies like
China and India opened up, MNCs have been leaving Singapore for cheaper locations.
Instead of upgrading our system to better compete on the platforms of innovation and
efficiency, however, the PAP government has through the decades continued to push our
economy towards competing with our neighbours on low wages in order to make us a
continued haven for MNCs, at great cost to workers in Singapore.
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During the 1985 recession, our economy nosedived, registering -2 percent growth. The
government announced that workers’ wages would be cut by 15 percent. Lee Hsien
Loong, who was then the minister for trade and industry, exhorted workers to increase
their working hours to “44 hours a week…and to do third shifts and keep plants open 24
hours per day.”1 In addition, the government declared that whether the technology was
high or low no longer mattered—“all forms of investment which can make profits” were
welcome. This served only to postpone the inevitable. Analyst Cheah Hock Beng
observed that:
while the suppression of wage costs contributed to the speed of the recovery, it
also helped to sustain labour-intensive activities in the economy. This slowed
down the economic restructuring process…the lessons of the severe 1985
recession and the deficiencies of the wage policy have not been learnt
sufficiently.2
Then came the recession in 1997. Wages were again one of the first components to be
brought to the chopping block. In 1999, the Singapore government announced that it was
cutting employer’s CPF contribution from salaries by 10 percentage points, in spite of the
fact that the wages of Singapore’s workers, taking productivity levels into account, were
already among the lowest in the world. Lee Kuan Yew boasted that “foreigners have
noted how the people of Singapore have responded, putting national interest first by
taking CPF cuts that helped this rebound [from the Asian crisis].”3
Through the years the PAP government has made the claim that we are moving away
from our dependence on foreign investments by developing our strength in research and
development (R&D), and providing greater support for home-grown SMEs. In reality,
however, Singapore has firmly stuck to the position of making workers here take
whatever they have to take in order to remain attractive to MNCs.
In the new millennium, the PAP government’s strategy is still to entice MNCs by paying
for these companies to relocate their plants here. Apart from generous tax breaks and
affordable land, the government also offers staff-training costs, research grants, and even
equity capital. When Hewlett-Packard (HP) wanted to open a 10-person office to manage
its operations in Asia, the Economic Development Board (EDB) on its own initiative
hired 24 engineers, paid for their training at HP labs in the US and left it entirely up to the
company to decide whether it wanted to hire these engineers or not. Danish company
Vestas Wind Systems was enticed to set up its operations here, with the EDB covering
almost all of Vestas' research costs. Its Asia President Thorbjorn Rasmussen gushed, “The
EDB offered us almost everything we wanted and more.” 4 EBD Chairman Teo Ming Kian
said, “If we know what Motorola or HP is going to do over the next three to five years
globally, we can shape our policies so that we have everything they need in place to
quickly implement their plans.”5
With every economic downturn and subsequent recovery, Singapore’s dependence upon
external markets to sustain its economic growth has intensified, and with it, the country’s
reliance on MNCs. The truth of the matter is that Singapore cannot, or doesn’t know how
to, break free of its dependence on foreign investment. Analysts Walden Bello and
Stephanie Rosenfeld sum this up:
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Despite its seeming prosperity, Singapore in 1990 is trapped in the treadmill of
the export-oriented economy that it once so enthusiastically embraced. Having
so completely opened itself up to the world market and the multinationals with
the illusion that it could influence the former and manipulate the later, the PAP
technocrats now see that their policies have reduced Singapore’s economy to a
mere service economy, the fate of which is totally dependent on the calculations
and whims of the multinationals.6
The subordination of Singapore’s economy to foreign investment has taken a distressing
toll on the welfare of her population. The PAP government’s willingness to sacrifice the
people’s wages whenever economic conditions become unfavourable and, more recently,
to allow mass inflow of foreign workers means that Singaporeans are consigned to
having to work harder and harder to maintain a standard of living that, contrary to
government pronouncements, certainly doesn’t seem to be all that it’s made out to be.
Belatedly, in May 2009, PAP MPs expressed their “overwhelming sentiment” that our
economy was overly reliant on MNCs. 7 This was followed by a The Straits Times article
entitled Rethinking Singapore’s MNC Strategy which commented that an “over-reliance
on foreign companies, critics argue, leaves Singapore vulnerable to economic downturns
and political changes elsewhere—two factors that now loom large.” 8 The Wall Street
Journal also questioned Singapore’s export-led economy, saying that “Singapore’s
economy would be more resilient if it were better balanced.” 9 This led Lee Hsien Loong
to muse that Singapore might have to rethink its export-led growth strategy.10
In 2010, MIT economics professor Huang Yasheng said:
An economic litmus test is not whether a country can attract a lot of foreign
direct investment, but whether it has a business environment that nurtures
entrepreneurship, supports healthy competition and is relatively free of heavyhanded political intervention.11
Although this partnership between the foreign MNCs and the state has raised the
living standards of the majority for the short term, it masks a deleterious long-term
problem for Singapore’s economy.

The government’s business
The other dominant feature of Singapore’s economy is a perplexing slate of GLCs
involved in everything from shipbuilding to video-arcade amusement centres. The two
biggest are Temasek Holdings (TH), run by Ho Ching who is Lee Hsien Loong’s wife,
and the GIC, formerly chaired by Lee Kuan Yew and now by Lee Hsien Loong.
TH alone outright owns or has major stakes in at least 20 companies, including giants like
the Singapore Technologies, Singapore Telecom and Singapore Power. These
corporations, in turn, run more than hundreds of subsidiaries that have spawned even
more sub-companies. All in all, there are more than 1,000 GLCs, 12 which make up to 70
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percent of all Singaporean companies.13
Why did the government develop the GLCs to such an exaggerated extent? According to
the PAP, it was because Singaporean businesses would not be able to withstand the
onslaught of competition from foreign investors. Given the wherewithal to start
enterprises that were ready and willing to learn from and compete with multinationals,
GLCs seemed the best way forward.
Such a viewpoint ignores the fact that Singapore was already a thriving trading entrepot
under British rule, well before the advent of any local political party. Impecunious
émigrés from all over Asia descended on the island and made rags-to-riches stories pretty
commonplace. The likes of Tan Lark Sye, Tan Kah Kee and Loke Wan Tho made
Singapore a notable economic entity by engaging in commercial activities such as
banking, transport, rubber, and food products well before the PAP came into power. In
fact, stacked up against some of these legends, the GLCs come across looking rather
pedestrian.
A more plausible explanation for the PAP’s massive takeover of the Singapore
economy is a political one. Lee Kuan Yew understood that to control the economy,
especially in a city-state like Singapore, is to ensure long-term political hegemony.

Performance of the GLCs
The important question to ask, however, is whether political control of the economy has
served the country well. Is there any way to assess the PAP’s claim that the government
can better compete in the international market than the citizens can? With corporate stars
like Singapore Airlines and the Port of Singapore Authority making good on the
international front, the answer seems obvious. This, however, is a truncation of a wider,
and less alluring, account of GLCs. Below is a sample of failed ventures that actually
made it into the news.
Micropolis, an American disk-drive manufacturing company, folded within a year after it
was taken over by Singapore Technologies, dragging down with it $630 million.14
Another GLC, Sembawang Corporation, was “debt-laden”.15 In 1998 alone, the company
chalked up $1.2 billion in debt and had only $446 million cash on hand to pay. Its debtto-equity ratio was running at 110 percent.16
In the late 1990s, the PAP government ventured into China to start Suzhou Industrial Park
(SIP), setting aside US$20 billion for the project. No sooner had work started, however,
than the local Suzhou authorities started building their own industrial park on an adjacent
plot to compete with the one built by Singapore. Lee Kuan Yew complained to then
Chinese president, Jiang Zemin, about the “municipal shenanigans” committed by the
Suzhou authorities. It seems their competition was making it difficult for the Singapore
side to succeed. When an official in Suzhou responded that “in China we have a saying:
The mountains are high, the emperor is far away,” everyone knew that the SIP was
doomed to failure.17
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In 1998, the Development Bank of Singapore (DBS), Singapore’s largest bank,
announced that it had lost money heavily in acquiring the Thai Danu Bank. Then-CEO
John Olds said that the acquisition was an “expensive mistake” and that DBS was raising
provisions for its stake in the Thai bank from $241 million to $763.4 million.18
In 2001, DBS made another acquisition, this time of the Dan Heng Bank of Hong Kong,
for $10 billion. The day after the acquisition announcement was made, DBS’s stock
market value plunged by 10 percent, wiping out $1.83 billion of its market
capitalisation.19
SingTel announced a joint venture to sell cellular phones and Internet services with
Richard Branson’s Virgin in 2000. The Straits Times trumpeted the project as “a marriage
announcement to beat all marriage announcements” and hailed Mr Branson as a
“marketing maestro”. It turned out that the US$1 billion deal that gave SingTel a 50
percent stake in Virgin Mobile (Asia) Private Limited would cost SingTel US$700
million.20 Barely a year later, the company folded because of “weak market conditions.”
In 2001, SingTel was rumoured to be willing to pay $17.5 billion to buy Cable &
Wireless Optus, the number two Australian telecommunications conglomerate. 21 After the
deal was announced, SingTel shares fell by as much as 14 percent,22 dragging down the
Singapore dollar as well as the composite stock market indicator, the Straits Times
Index.23 Business research houses even threatened to downgrade the company.24
Pacific Internet (PI), another government-owned telecommunications company, saw its
share price on the NASDAQ plummet from a high of more than US$90 in April 1999 to
US$2.97 in November 2000. Losses mounted to nearly $10 million in a space of three
months. PI’s CEO blamed the failure on the incompetence of investors who, according to
him, “don’t really understand our business model, they have not done the analysis that
shows we are really a gem.”25
Singapore Airlines’ (SIA) investment in Air New Zealand also hit turbulence. Several
months after the investment the New Zealand carrier suffered financial and operational
troubles and as a result saw its share price nosedive, causing the Singapore carrier to lose
nearly $100 million in the process.26
In 2000, the Singapore government purchased 15 million shares in Australia’s Macquarie
Corporate Telecom at about three dollars a share, making it one of the biggest
shareholders in the telecom company. A year later, the Australian company’s shares
tumbled sharply and Singapore was forced to sell 14 million of the shares at 18 cents a
share.27
The year 2006 witnessed one of the most embarrassing deals that TH has faced: it
acquired Thai telco Shin Corp, owned by then Thai prime minister Thaksin Shinawatra,
for US$3.8 billion.28 The move led to a political upheaval in Thailand where Thaksin was
accused of corruption and compromising the country’s security arrangements. He was
subsequently deposed in a military coup. Following the Thai generals’ usurpation of
power, relations between the two countries plummeted as Bangkok accused Singapore of
trying to spy on its northern neighbour now that it owned the satellites. Worse, the Thai
government alleged that laws may have been broken in the deal for which investigations
were conducted. The military government quickly made plans to take back ownership of
the Thai conglomerate and its subsidiaries. One of Shin Corp’s offsprings, Thai television
network iTV, was ordered by the courts to pay $4.3 billion in fines, fees and interest.
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When TH failed to do so, iTV was shut down. 29 The idea of losing billions of dollars in a
botched deal where due diligence seemed not to have been properly exercised, have
added to questions about Ho Ching’s leadership at TH.
In July 2007, TH announced that it had invested $4.5 billion in Barclays Bank. That same
year the bank announced a US$2.7 billion write-down. 30 In December 2007, TH bought
into Merrill Lynch (ML) and paid US$4.4 billion for a 9.4 percent stake, making it the
bank’s biggest shareholder even though ML was already losing money then. By July
2008, ML reported another two quarters of losses and announced that it needed more
capital—US$8.5 billion to be exact.31 TH, owned by the Ministry of Finance (MOF), said
that it was buying in to Merrill because of its “great franchise, which has existed through
many crises through a long period of time.” In September 2008, the American company
went bust and had to be taken over by the Bank of America (BoA). TH then gave another
reason for the investment: It “had great confidence in [ML’s CEO] John Thain.” 32 Four
months after BoA’s takeover, Thain was forced to step down because he had not fully
disclosed all of ML’s losses. Even in the firm’s dying months, Thain had spent US$1.2
million of company money to renovate his office—including US$87,000 for a rug,
US$25,000 for a table, US$87,000 for guest chairs, US$35,000 for a commode and
US$1,400 for a wastebasket.33
As a result of these escapades, it was revealed that TH is estimated to have lost 40
percent, or an equivalent of $74 billion, of its portfolio due to exposure to the finance
industry.
The GIC, led by Lee Kuan Yew, had also made some very dubious investments in the
run-up to the 2008 financial crisis. In the second half of 2007, Swiss bank UBS had
written off US$33 billion due to bad debts and exposure to the US subprime crisis.
Despite this, the GIC injected nearly US$10 billion into the bank in December that year. 34
Four months later, UBS wrote down another US$19 billion. 35 The Swiss bank reported a
total loss of US$17 billion for 2008.36
Despite what had happened at UBS, the GIC made another round of investments—of
US$6.9 billion—in January 2008, this time in Citigroup. 37 Within months, the US
banking giant collapsed and had to be rescued with a bailout of more than US$300 billion
from the US government. Like TH, GIC saw about 30 percent its total portfolio
(estimated at about US$200 billion) wiped out.
In spite of all this, Finance Minister Tharman Shanmugaratnam assured everyone that TH
and the GIC had “assessed the proposals rigorously” before jumping in to make the
investments in the banks in the US and Europe.38 The “rigour” of these assessments
obviously did not take into consideration the fact that Citi, UBS, ML and Barclays had all
invested in the Bernie Madoff scam. Madoff ran the biggest Ponzi scheme in corporate
history and duped his investors to part with nearly US$50 billion of their money. All this
was happening at a time when investment guru Jim Rogers was warning that “I’m
shorting investment banks on Wall Street...It grieves me to see what Singapore is doing.
They are going to lose money.”39
The return on the investments made by Singapore’s government has been, in fact, so
dismal that economists Gerald O’Driscoll, Kim Holmes, and Melanie Kirkpatrick called
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Singapore a form of dilettante central planning:
Since Singaporean growth rates were no higher for all the compulsory
investment required of its citizens, it is fair to say that the government
effectively dissipated all the forced savings...the authorities strive to be first but
at the cost of efficiency and the ultimate well-being of the people.”40
Analyst Alan Oxley notes that “Singapore has a fabulously wealthy base, but too
much of it is in the wrong hands—the Government.” As for the performance of the
GLCs, the writer states that the state businesses are “generally not producing returns
comparable to privately-owned businesses in other markets.”41
Economist Linda Lim, a professor of international business at the University of Michigan
at Ann Arbor says that in Singapore “the role of the state in business has become at best
unnecessary and at worst dysfunctional.” 42 This does not surprise analysts like Anders
Aslund who writes that
governments tend to be terrible at managing money that is best left in the
hands of private citizens. And locking away billions of dollars in wealth can
have pernicious economic side effects. Maybe that’s why sovereign wealth
funds are popular with dictators and semi-authoritarian regimes, which don’t
have to answer for the consequences when they make poor economic
gambles.43
MIT’s Huang Yasheng criticises the PAP model of using GLCs to drive the domestic
sector of Singapore’s economy. He points out the obvious which PAP leaders cannot (or
refuse to) see:
The private sector is the best way to grow the economy. It has the most
productive, most innovative and entrepreneurial culture. The state-owned
enterprise system doesn’t give you that...Civil service culture is about discipline.
It’s about execution. It’s about efficiency. Entrepreneurial culture is about
challenging the authorities, questioning the existing ways of doing businesses,
moving away from the routines and norms. It’s about the unconventional,
rebellious and diverse. These values are almost polar opposites.44
Professor Chris Balding of Peking University underscores this point:
There is no evidence that most companies under the Temasek umbrella are top
companies that are globally competitive. The most efficient companies expand
overseas increasing their revenue, profitability, and returns. With a couple of
exceptions, most companies under the Temasek umbrella remain dependent on
the Singaporean market unable to significantly expand abroad.45
In 1986, the PAP government set up the Public Sector Divestment Committee to look into
privatising the GLCs. Since then, several GLCs such as SingTel and SIA have partially
privatised. However, calls for the government to scale back its involvement in the
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corporate sector did not abate. Indeed, calls for privatisation of GLCs grew louder.
In 2000, TH wrote a reply to NUS academic Mak Yuen Teen, who had pointed out the
need for greater divestment of GLCs. In its statement, TH did not deny the need for the
government to divest GLCs. It only cautioned that such an exercise cannot be done
“overnight”:
While we agree that the times have changed and there are no compelling reasons
for the Government to hold controlling stakes in the GLCs, we cannot divest our
stakes in the GLCs overnight. We have to wait for the right time to get the right
price.46
Since then, however, little has been done by the government to scale back GLCs in any
appreciable manner. Its disastrous investments in Western banks over the global financial
meltdown in 2008 only highlights the urgent need for the state to get out of the business
world.

A matter of transparency
In 2004, a little known but highly significant change in the law governing the reserves
was made. Lee Hsien Loong, then deputy prime minister, introduced a constitutional
amendment to allow the government to transfer funds from our reserves to GLCs and
statutory boards. With one important addition: That such a transfer would not be deemed
a draw on the reserves.47
Apparently the constitution had not allowed such transfers of our reserves to be made
without the transaction being considered a draw on the reserves and, hence, requiring the
approval of the elected president. With the amendment, the government can now make
such transfers without the knowledge of the president and, more importantly, the public.
Also, how much is allowed to be transferred to any one company? Who will
determine/approve the transactions? Under what criteria will the transfers be deemed
necessary? Will it be guaranteed that the money will not be lost through the ventures
conducted by the statutory boards and GLCs? Is there any provision to ensure that failed
businesses are not bailed out? Is there a limit as to how much funds can be transferred to
any one entity?
The president, in theory at least, holds the “second key” to the reserves. However, he has
no knowledge of the transfer of funds to GLCs under the amended constitution. What if
the government decided to transfer all of our reserves to some of these companies? How
would the president know? For instance, were our reserves used to buffer the losses that
TH incurred in the 2008 financial meltdown? Previously, the president would have to
agree to the drawing on of our reserves by the government. But if fund transfers from the
reserves to GLCs and statutory boards are now deemed not to be a draw on the reserves
and the president’s consent is not needed, then how is he going to know how much is in
the vault? Would he know how much he is supposed to have oversight of when the
cabinet can transfer funds without it being considered a reserve draw-down? In other
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words, what exactly is the president guarding?
Whether it is regarding the GIC, TH or the handling of our reserves, there is an
alarming lack of transparency and accountability in Singapore. Citizens have no
knowledge of how our savings and reserves are being used or invested, much less
how those investments are performing. Even if we did know, we have no say in
determining how we want the investments made or in holding those in charge
accountable. This is clearly not a sound arrangement.

An unsustainable model
Reliance on the MNC-GLC model has led to a dearth of entrepreneurs in Singapore. A
survey of patents filed gives us an idea of how far Singapore is lagging behind the rest of
the world. The following is an index of the number of patents filed (per capita) in various
countries: US (16.5), Switzerland (7.6), Japan (7.1), Taiwan (4.6), and Singapore (1.2). 48
And of the total number of patents filed in Singapore every year, less than 10 percent are
local-based entities; the rest of them are foreigners.49
This lack of enterprising and creative individuals has also led to a situation where
managers are unable to think out of the box or are unwilling to take risks. This has
affected their management ability. A 2003 study asking Singaporean workers to rate the
quality of their employers’ management skills found that of the 30 organisations surveyed
(16 MNCs, 10 GLCs and 4 government organisations), the top nine positions all went to
MNCs, with a GLC squeezing in at number 10. 50 Such a finding was confirmed by
another study conducted by Chicago-based International Survey Research which found
that among the countries of the Association of Southeast Asian Nations (ASEAN),
Singapore’s employees rated their bosses the least favourably in terms of leadership
skills.51
Private local businesses have to play a larger, even the major, role in the economy.
Economist Linda Low wrote, “…local enterprises remain subcontractors to the GLCs and
MNCs. As subcontractors, they service rather than lead or create niches for growth and
development.”52 Catherine Paix, another academic, noted that although Singaporean
entrepreneurs “have acted as agents for foreign (mainly Japanese) firms for a long time,
they have not managed to set up in Japan, in contrast with their Korean and Taiwanese
counterparts.”53 Again, Huang Yasheng warns that GLCs are “already hitting the wall”
and that “retaining this strategy could mean sacrificing future growth that is possible only
through a bigger, more dynamic private sector.”54
Singapore’s over-reliance on MNCs and GLCs cannot be a long-term solution for the
country’s economy. As innovation and creativity become increasingly important for
economies that need to stay ahead of the curve, and as foreign investors ceaselessly
search for cheaper places to do business, the MNC-GLC combination is a one-way ticket
to an unsustainable economy.
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PART 4B

THE ALTERNATIVE
Chapter 13: Rethink the paradigm
Singapore has in the past registered high GDP growth, leading policymakers to cling to a
top-down, export-oriented model. Unfortunately, as described in the preceding chapters,
the economic situation has altered significantly both globally as well as domestically,
requiring a rethink of this economic paradigm. This, in turn, requires the re-examination
of the indices of economic well-being.

Use alternative indicators
GDP is the most prominent and widely used indicator of economic progress. It is also a
major Key Performance Indicator for political office holders and senior civil servants.
GDP is, however, not an effective measure of economic well-being or of the standard of
living of a community. It is merely a tally of all the goods and services produced and
transacted in an economy in a given period.
GDP is also not a good indicator of the type of economic growth. It does not distinguish
between economic transactions that enhance society’s well-being and those that harm it.
For example, it does not reflect desirable but non-economically productive activities like
parents taking time off to care for their children or aged parents. A rich teenager making a
couple of thousand dollars from a stock market bull run and a single mother holding
down two jobs to make the same amount of money both contribute toward the GDP. A
company that pays handsome bonuses to its directors and another that doles out painful
retrenchment benefits to its workers both do their part in boosting the GDP.
Likewise, the GDP does not reflect the social cost that accompanies increased economic
activity. In 2007, when the GDP growth rate was high, 5,400 foreign sex workers were
arrested in Singapore, a 25 percent increase over the previous year. 1 Also, the country
saw a 600 percent jump in arrests over drug-related cases in 2007 as compared to 2006. 2
In addition, money laundering continues to feature prominently in our financial system. 3
At the beginning of 2010, The Straits Times ran a prime commentary headlined All Is Not
Well With The Family In S’pore 4 in which it was reported that juvenile delinquency, or
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the number of teenagers who were Beyond Parental Control, was at an all-time high. The
rate of reported cases in the Juvenile Court has tripled from about 200 cases per year in
the late 1990s to more than 700 cases in 2009. In a separate report, statutory rape cases
involving minors (girls under 14 years) increased by 36.1 percent between 2008 and
2009.5 These cases involved girls who had consensual sex with male acquaintances.
Given that in most of these cases, both parents need to work in order to meet household
expenses (which help notch up GDP), the socio-economic cost of neglected children—the
main cause of juvenile delinquency and broken families—is not factored in.
GDP also does not say how equitably wealth is distributed in an economy. Singapore’s
GDP may be impressive when compared to other economies’ but its income disparity and
poverty are at disappointing levels. In the last decade (2008 excepted), as GDP increased
impressively, the rich became richer while the poor became poorer. The quality of life of
Singaporean workers is one of the worst in Asia with stress, depression and fatigue
ranking high in our lives. For example, we rank 70th position out of 194 societies in the
Quality of Life Index which takes into account factors like economic performance,
environment, freedom, leisure, culture, cost of living, etc. 6 In the Happy Planet Index
which measures satisfaction in life as a function of our demands on the ecosystem, we
poll a dismal 90th position out of 151 countries.7
Unfortunately, the PAP’s definition of economic development is GDP growth at all cost.
Increased immigration takes pole position among its economic growth strategies. This is
a myopic and counterproductive way of sustaining the economy.
The SDP’s position is that the growth and development of our country should occur
holistically. We cannot look at GDP figures to the exclusion of other progress and wellbeing indicators. Simon Kuznets, the Nobel Prize winning economist who articulated the
concept of GDP in 1934, warned against using the index as an indicator of an economy’s
health or a nation’s well-being. The people’s quality of life, standard of living, social
cohesion, citizenship rights and sense of nationhood are equally important factors.
What this speaks of is a measurement gap that should be bridged if we are to be able to
manage the negative side effects of growth. Whether society can bear the social,
economic and environmental costs that comes with blind pursuit of GDP growth is a
question worth pursuing. When the management and control system places economic
value on more of the things that matter, governance becomes more holistic and inclusive.
What Singapore needs is a more clinical approach when it comes to measuring the
economic well-being of its people.
Two NUS academics who study the subject of quality of life in Singapore Siok Kuan
Tambyah and Soo Jiuan Tan wrote in 2012:
Instead of focusing on economic growth, researchers have suggested that there
are other ways to increase happiness levels such as focusing ‘more directly on
urgent personal concerns relating to things such as health and family life, rather
than on mere escalation of material goods. Singaporean economists have also
highlighted the need to look beyond GDP measures as Singapore has already
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achieved a high level of economic development and good incomes’.8
In his book The Price Of Civilization, economist and United Nations’ advisor Jeffrey
Sachs discussed the importance of social and political responsibilities in an individual’s
quest for true happiness. He wrote:
Happiness arises not only through the individual’s relationship with his wealth,
as some economists simplistically assume, but through his relations with others.
A society of compassionate, mutual help, and collective decision making is not
just good for the poor, who may receive help, but also for the rich, who may give
it.9
Sachs introduced the Commercialization Index (CI) where he ranked countries according
to six factors thought to measure an aspect of private versus public dimensions of social
choice. These factors were: Private and government consumption as a share of GDP,
number of hours worked by a full-time employee, percentage of people who vote,
proportion of private versus public health-care spending, proportion of private versus
public education spending, and proportion of private and public consumption. He
compiled the CI for various OECD countries and found that the higher the CI for a
country, the higher the percentage of national poverty. In other words, highly
commercialised societies “are more likely to leave the poor behind.”10
It is apparent that as long as society focuses on material consumption to the exclusion of
its social and political needs, collective well-being and happiness are going to elude us. It
is for this reason that this paper proposes the development and use of a suite of alternative
measures of well-being and progress that takes into account economic, social, political,
environmental and security considerations. To this end, the SDP proposes alternative
measures of economic growth to supplement GDP, such as the Genuine Progress Index
(GPI), which is rapidly gaining traction as an alternative to the GDP. The GPI tracks
economic growth—the level of the production of goods and services—how this
expansion results in the improvement of the welfare and well-being of the people in a
country. Since 1995, the GPI has grown in stature and is increasingly being used in
Canada and the US.
The GPI methodology incorporates GDP factors while adding other components that
identify the cost of the negative effects related to economic activity (such as rising crime,
natural resource depletion, pollution, stress-related health problems, and broken families)
and those that carry positive benefits (such as volunteerism). The GPI balances the
positive and negative results of economic growth to ascertain its overall impact. It is a net
measure of the impact of economic activity and provides citizens and policymakers with
a more holistic weather glass on progress, providing the tools for sustainable long-term
policy-making decisions.
As GDP and GPI are both measured in monetary terms, they can be conveniently
compared on the same scale. A 2006 report by Redefining Progress published GDP and
GPI per capita data of the US. The report showed that while GDP per capita has more
than doubled from the 1950s to 2004 with an annual growth rate of 3.8 percent, GPI
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growth did not paint such a rosy picture. The US’ GPI grew from the 1950s to mid-1970s
but since 1978, it has stagnated, with a slower annual growth rate of 1.33 percent (see
Figure 8 below).

Figure 8: Real GDP per capita and GPI per capita of the United States in 2000 Dollars
[Source: Talberth, Cobb, and Slattery (2006)]

By paying attention to the deviation between growth in GDP (per capita) and that of GPI
(per capita), planners will have a clearer picture of whether current economic
development trends are sustainable. By examining the component indicators of GPI, the
cost of a selected mode of economic development becomes clear.
The SDP plan proposes a GPI tailored to Singapore’s needs as an alternative economic
indicator supplementing the GDP. A full and detailed discussion of this initiative is
presented in our paper on population growth, Building A People: Sound Policies For A
Secure Future (p. 27-32), and will not be repeated here.

Develop the private sector
As discussed in Chapter 12, Singapore is still very much a centrally planned, statist
economy with GLCs forming the bulk of the domestic sector. As a result of this top-down
approach, productivity has suffered, real wages have declined, and the morale of our
workers has nosedived.
The government must stop fawning over multinationals. If Singapore is going to assist
local private companies to become more competitive, it must wean itself off MNCs and
allow Singaporean multinationals to develop. Many countries have strengthened their
economies without the MNC crutch. Asia abounds with examples, including Japan, South
Korea, and Taiwan. In fact, economist Arthur MacEwan says that “East Asian
experiences indicate that successful economic development is not associated with
unrestricted access by foreign firms to a country’s national economy”.11
Japan and South Korea have been very selective about the foreign investments that are
allowed into their territories. Where MNCs are permitted, they are also given attractive
financial incentives. These incentives are, however, clearly spelled out, as are agreements
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as to what and how technology transfers will take place. Taiwan has also provided
attractive incentives for foreign players who invest in the island when the government
deems such action necessary, but is careful about which industries it allows into its
economy. These countries give their local entrepreneurs the head start needed in the
fierce race for global domination in trade and commerce. Today Japan, South Korea, and
Taiwan boast corporations that have become world-beaters in technology and innovation.
Taiwan, for instance, leaves the development of business to the private sector which has
created a significant entrepreneurial class and culture. The Taiwanese government
continues to encourage entrepreneurship by providing a business-friendly environment,
but at the same time keeping itself from becoming directly involved in business. With a
population of about 22 million, Taiwan boasts globally competitive companies such as
Acer, Asustek, and Taiwan Semiconductor Manufacturing. Even when the state is
involved, the Taiwanese authorities do not pick winners or losers. Like Singapore,
Taiwan makes the IT industry a national priority. But unlike Singapore, the Taiwanese
government provides only the infrastructure for IT development and leaves the business
to the people. Government research institutes acquire knowledge through R&D and then
sell it to local companies, which have access to relatively cheap office sites in places like
the Hsinchu Science Park. These start-ups are given generous tax breaks and have access
to market intelligence.
Singapore, on the other hand, channels entrepreneurial energy through GLCs. This was
evident as early as the late 1990s when observers noted that Singapore was no match for
the “depth and daring of Taiwan’s engineering talent.” 12 In 1998, Singapore invited a
delegation from Taiwan to offer “suggestions on promoting business innovation.” 13 The
visit was followed by a delegation from Singapore to Taiwan to learn how to emulate
Taiwan’s high-tech successes. Over-reliance on MNCs in Singapore has consigned its
people to an economic system that breeds more model employees than visionary
entrepreneurs.
Foreign investments in Singapore are mainly in the form of direct investments, meaning
that foreigners dominate a large part of Singapore’s economy. Together with GLCs, these
conglomerates have stifled the emergence of SMEs. The Economist compiled the CronyCapitalist Index where it calculated the “total wealth of those of the world’s billionaires
who are active mainly in rent-heavy industries, and compare that total to world GDP” of
23 economies.14 Hong Kong was ranked the highest, with Singapore fifth on the scale. “...
[E]fficient government is no guarantee of a good score: Hong Kong and Singapore are
packed with billionaires in crony industries,” the report stated. To help develop an
entrepreneurial sector in Singapore, local SMEs must be allowed to flourish. For this to
happen, their concerns—rising operating costs including labour, utilities, material and
rental—must be addressed. Below are ways in which we can help local businesses
upgrade themselves and increase their competitiveness:
1. Increase the credit supply for SMEs, especially to fledgling businesses which have
a hard time getting bank loans.
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2. Restructure the tax regime to differentiate between MNCs and SMEs. Foreign
multinationals should shoulder a bigger burden of taxes paid to offset a decreased
tax rate for local SMEs.
3. Bring down land costs. One of the biggest factors that increases costs for local
businesses is land cost or rent. While MNCs enjoy generous subsidies and
concessions from the government in this area, little is done for local SMEs. The
government is the biggest landlord in Singapore controlling enormous land banks,
plots of which are parcelled out for sale and development. Such demarcation and
allocation of land must be done transparently and with SMEs in mind because
escalating land costs affect rental costs.
4. Scale back GLCs. To make the transition from a state-dominated economy to an
economy in which private individuals take the lead, the government must also scale
back the GLCs. As pointed out in Chapter 12, while TH agrees that the government
should divest GLCs, it has done little to date to roll back the government’s
involvement in any meaningful manner in domestic business.
The SDP proposes the establishment of a GLC Divestment Commission (GDC) to
replace the Public Sector Divestment Committee set up in 1986. The GDC will
redouble efforts to review the performance of GLCs and their subsidiaries, and
recommend to the Ministry of Finance a schedule detailing which GLCs will be
divested and the timelines by which such divestments will take place. The new
commission will comprise of eminent persons with the necessary knowledge and
experience with Singapore political economy which will include, but not limited to,
representatives from the private-business sector, academics, and civil servants.
Divestment of GLCs can be done by privatising the companies through the capital
market, with participating retail and institutional investors. GLCs that conduct
businesses which have national security implications, such as Singapore Power,
should remain in the control of the government.

Empower workers
In this age of big business and free trade, there is a clear and present danger that the very
people whom corporations and governments depend on to deliver the goods will
increasingly resemble the goods they produce—objects to be used and discarded.
Workers must be able to defend themselves against exploitation.
Upgrading their minds is just as important, if not more so, than upgrading their skills. A
workforce that is empowered is a workforce that is secure in its outlook, and therefore
productive. It is not a coincidence that productivity levels of workers in democratic
countries that protect workers’ rights are also the highest. Workers in the US are
consistently rated as the most productive in the world, yet their democratically run unions
are also among the most powerful.
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It was found that managers in Singapore compared unfavourably with their peers from
the US, Europe, Australia, and New Zealand on all the key measures that drive workforce
innovation, engagement and performance. The research, conducted by the Singapore
Institute of Management, the Gallup Organization, and the Gallup Leadership Institute of
the University of Nebraska-Lincoln, showed that those who head companies and
organisations in the city-state are not good at encouraging an innovative spirit among
their employees.15
Financial Times’ Sumathi Bala pointed out: “For a tiny country with no natural resources
and whose people are its last valuable asset, having a flexible and entrepreneurial
workforce to compete effectively in a fast-changing environment is crucial.” But the
analyst also noted that the PAP government’s autocratic ways have retarded the process of
developing such a workforce. “As a result,” Bala continued, “most corporate leaders in
Singapore prefer to stick to tried and tested management styles and policies, rather than
push the envelope and break new ground.”16
Dr Bruce Avolio, director of the Gallup Leadership Institute, agrees. He noted that the
top-down approach leads to a lack of focus on talent development: “If Singapore wants to
become a ‘thinking and learning nation’, able to compete by using the full potential of an
engaged workforce, what are its leaders willing to do to make this happen?”17
Another difference between Singapore and the more productive Asian economies is that
the higher quality of political life experienced by the Japanese, the South Koreans and the
Taiwanese translates into greater economic productivity and quality output, which then
recycles back into society, increasing the confidence and well-being of the people. Hong
Kong, which enjoys a level of freedom Singaporeans can only dream about, consistently
out-performs Singapore in productivity and worker output.
If Singapore is going to make a qualitative advancement in the nature of its workforce, it
must make a genuine qualitative change to the way it treats its workers. Workers must be
free to form their own unions and make decisions about their own welfare. At the
moment, Singaporean workers are under tight control and the NTUC is a nonentity as far
as championing workers’ rights are concerned. This subject is discussed in greater depth
in Chapter 15.

Remove tax haven practices
In an earlier chapter, we discussed the negative consequences of our economy’s
positioning as a tax haven. Aside from ethical considerations, indulging in offshore
secrecy funds is not good politics. When the international community starts putting on the
pressure on Singapore to stop its practice, as it is already doing, what do we fall back on
as a game plan for our economy?
Added to the breakdown of the financial system in the US, fuelled by the greed of
bankers and brokers on Wall Street, and one can see that the international mood against
tax havens is taking an ominous turn. There is wide recognition that something must be
done to rein in a financial system gone wild, and tackling the problem of tax havens is
one of them. Not only are industrialised nations putting the squeeze on jurisdictions that
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thrive on banking secrecy, poorer nations also want to see such practices eradicated. Lee
Hsien Loong himself has, rather belatedly, acknowledged that the other governments may
start exerting pressure on Singapore to stop our tax haven practices.
But how do we remain viable as an economy without the wealth that a secret jurisdiction
like ours attracts? The answer is that we return to basics and do what hardworking, smart,
and honest people do. The following are measures that can help stimulate local
enterprise:
1. Reduce business costs.
As mentioned above, our land prices, dictated by the PAP government, have made
it prohibitively expensive for businesses, especially local ones. Land prices should
be lowered so that rent does not take up a disproportionate amount of business
costs. Taxes and levies are another burden on businesses. Whether it is the
Electronic Road Pricing system, Goods and Services Tax, foreign workers levy, the
road tax, etc., the government is making citizens and local businesses pay more
than their fair share of state revenue. Many of these taxes should be significantly
reduced (such as the road tax) or abolished (such as the foreign workers’ levy).
2. Let SMEs take the lead.
As described above, Singaporeans must be allowed to become the drivers of
economic growth rather than the government. Private enterprise, not the GLCs,
must lead our economy. Presently, GLCs dominate the domestic corporate sector,
crowding out SMEs. If Singapore develops politically and its citizens find their
rightful place in society, we will have the foundations of a system that is free and
enterprising, one that will stimulate the entrepreneurial mind.
Depending on wealth from being an offshore secrecy centre is both economically risky
and politically untenable. The benefits from such an arrangement overwhelmingly go to a
select few and not average Singaporeans. Let us get back to basics and make our money
by working hard. We must adopt a strategy of wealth creation through productive
innovation, not wealth management. If we have the good fortune of becoming rich, let it
be through industry and enterprise. Depending on immoral earnings is not the way
forward.

Make the system transparent
It is important for the people to have ready access to information regarding the operations
of the GIC, especially information pertaining to the returns it makes from investments.
Statutes must be amended to require the GIC to present an annual statement of accounts
to Parliament and be subject to query by lawmakers as well as the public.
Whatever profit the government has made over the years must be revealed and any
further profit made must benefit CPF contributors. The present system of running the
GIC without adequate transparency is unsatisfactory and unacceptable.
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Another organisation (or even more than one organisation) comprising independent and
competent investors who are answerable to the public at large should be established, to
share the responsibility of investing CPF funds. This will provide a performance contrast
with the present set-up of having the GIC as the lone handler of our CPF savings. The
competence of one group can be gauged against the other.
“Are they still there?” This is the question that Singaporeans keep asking about our
financial reserves (much of which is derived from CPF funds and accumulated surpluses)
but to which answers are not forthcoming. If they are, how are they invested? Are the
investments carried out in socially responsible ways? What are the returns? Are they
benefitting the people? Who makes the decisions on these investments and do
Singaporeans have a say? Is the PAP finding it difficult to return us our CPF savings as a
result of these bad investments? Is this why the government is raising the withdrawal age
of CPF account holders, making workers delay their retirement, and even withholding our
money outright through the Minimum Sum Scheme? If our reserves are in as healthy a
state as the PAP government claims them to be, why do the GIC and the MOF not open
up their books for public verification?
In 2012, Chris Balding, a professor of business and economics at Peking University,
questioned the figures presented by TH and GIC. He estimates that the GIC alone has in
its portfolio about $387 billion.18 If the GIC earned 7 percent returns on its investments
annually since 1981 as it claims, and taking into account the budget surpluses that it has
accumulated over the years, Balding estimates that there should be an additional $150
billion in its coffers, an amount which does not seem to be accounted for.
In addition, if the government has borrowed funds to the tune of more than 100 percent of
GDP, the total amount of money under its management via the two state wealth funds is
truly enormous. “If GIC was earning what it claimed,” Balding noted, “then Singapore
debt levels should be much smaller and operational (budget) surpluses would have been
much smaller. The numbers simply cannot be reconciled.” 19 The PAP government,
however, refuses to release this data. It contends that revealing the information about our
reserves would give the competition a leg up as far as investment strategy is concerned.
Secrecy, it says, is a necessary part of business.
Contrast this position with that of Norway’s Government Pension Fund Global (GPFG).
The Norwegian wealth fund was established to manage the country’s petroleum dollars
after oil was discovered off its coast in 1969. It handles a total of US$570 billion, which
makes it the biggest sovereign wealth fund in the world. It is described universally as the
model wealth fund in terms of the transparent and efficient manner of its operation,
posting solid gains in its investments over the years with a 26 percent surge in returns in
2009 and another 10 percent in 2010.20
Not only is the GPFG transparent in its operations, it also invests in ethically acceptable
businesses. The rules forbid it to invest in “tobacco producers, companies involved in
human rights abuses, environmental damage or production of weapons that through their
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normal use may violate fundamental humanitarian principles (nuclear arms, cluster
munitions, land mines etc.).”21 The Norwegians elect a government in freely and fairly
held elections where ministers are held accountable for all that they do. The Norwegian
government then appoints managers who run the GPFG in a manner that is transparent
and in the people’s interest. And unlike its Singaporean counterpart, the GPFG keeps to
strict reporting guidelines stipulated by Norway’s finance ministry.
The SDP economic programme will legislate that the management of the GIC adopt good
corporate governance and maximum transparency and accountability by adhering to the
following measures:
1. The GIC shall publish annual reports on the management of the funds and

these reports shall be submitted to Parliament for scrutiny.
2. The annual reports shall consist of all investment activity as well as

extracts of the GIC’s financial accounts.
3. The management team of the GIC shall give an account of the

Corporation’s funds, management costs, investment strategies, a projection
of value creation and risk management of the strategies.
4. The annual report shall also state the GIC’s work in relation to good

corporate governance and environmental and social issues.
5. The management team of the GIC shall be appointed by the President

subject to a public confirmation process of Parliament.
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PART 5A

OUR WORKERS
Chapter 14: The great productivity slide
To a large extent, how well an economy performs depends on the productivity of its
workers. Productivity is the measure of how efficient a workforce is, that is, how much it
produces with a given amount of input such as time, labour, capital, etc. It is usually
determined by the output of the labour process per unit input with the unit input usually
measured in time. Productivity is said to increase if composition output of labour
increases while the amount of labour time needed for this increase remains either
unchanged or decreases.
Singapore’s productivity level has been falling since 2005, registering a precipitous drop
in 2008. This trend continued into 2009. We continue to see our productivity rate lag
behind other economies: Compared to the US and Japan, our productivity level is 50 to
60 percent lower especially in key sectors like manufacturing, services and construction.1
In 2013, the productivity level remained at 0 percent. This was celebrated by the
government as an encouraging sign that the productivity level was on an upturn from
previous years of negative growth. 2 Analysts were less sanguine, saying that productivity
improvement would slow down as studies have shown that sudden increases in
productivity rates are usually unsustainable.3
This productivity lag is not due to Singaporeans working less or less hard than their
counterparts in other countries. An International Labour Organisation (ILO) report
showed that among 12 countries surveyed in 2008, Singaporean workers clocked in the
most number of hours.4
According to the Department of Statistics, the average weekly hours that our workers put
in amount to 46 hours (the standard is 44). Workers in the construction and
manufacturing sectors clock in 52 and 50 hours/week respectively, way over the standard.
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Table 5: Average hours worked by industry
(Source: Ministry of Manpower)

But while Singaporeans are working longer and longer hours, their real wages have
declined. The ILO report found that while a majority of countries could maintain
declining but positive wage growth in 2008, Singaporeans experienced “falling monthly
wages in real terms” with real wages slipping by 1 percent.5
And so we have this economic picture: Productivity is sliding, Singaporeans are working
longer hours, and real wages are declining. This cannot, by any stretch of the
imagination, be considered a successful economic strategy. Yet, Lim Swee Say, formerly
the minister in charge of the NTUC, exhorted workers to work “faster, cheaper and
better.”4 Lee Kuan Yew even chided Singaporeans for getting soft:
We tell them, look, they have got to work harder or they’ll become stupid. It’s
just that they don’t see the point of it. Why race when you can canter and save
your energy and do other things? Art, ballet, sports whereas these new migrants,
they spend all their time slogging away in the library or at home.7
As pointed out, Singaporeans already work the most hours compared to many other
countries but with their real incomes falling. Even the elderly are pressured to continue
working after retirement; the number of older Singaporean men who are still working
after retirement age is at a record high. How much harder, cheaper and faster does the
PAP government want Singaporeans to work? It is not surprising that a survey conducted
by Taylor Nelson Sofres in 1999 found that Singaporeans are more likely to suffer from
depression, stress and fatigue than most of their Asian counterparts. 8 Another study in
2001 showed that job-related stresses continue to be the biggest problems for working
Singaporeans.9 This trend continues till the present day. A survey by the Randstad Group
in 2014 showed that Singaporean workers were the least happy in Asia, with nearly twothirds indicating that they would like to quit their jobs within the next 12 months. Nearly
a quarter felt unmotivated and that their skills were not being used effectively. The
reasons cited for the unhappiness were an unsuitable corporate culture, difficult bosses
and having to work harder for less pay.10
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An old problem
But Singapore’s problem with productivity is not a new one. In the 1990s, Stanford
University economist Lawrence Lau explained that a more accurate picture of an
economy’s performance can be obtained by studying the differential between all the
resources that go into increasing economic output (including capital investment and
education) and the GDP. He worked out a mathematical model to test his assumptions.
When he applied his calculations to Asian economies, he found that some Asian countries
produced high economic growth without showing corresponding increases in qualitative
output and productivity. Singapore, in particular, stood out.
An economist from the Massachusetts Institute of Technology, Alwyn Young, went a step
further and compared capital investment against worker efficiency in Singapore’s
economic growth patterns. He found that increased levels of capital investment could
account for all of Singapore’s growth. In fact, through the most of the 1960s, 70s and 80s,
the output share of capital investment in Singapore increased from 11 percent of GDP in
1960 to more than 40 percent. What is alarming, Young says, is that very little growth, if
any, is due to increased worker efficiency—that is, to the quality output of workers.11
This compares rather unfavourably to countries like the US. Economists have estimated
that approximately 80 percent of the rise in per capita income in America stems mainly
from the productivity and efficiency of the workers themselves. Capital investment
accounts for only the remaining 20 percent. Even the Japanese show a much higher rate
of labour-efficiency growth. Singapore’s labour productivity, as pointed out, is
notoriously mediocre. For example, in the retail industry, it is estimated that Singapore’s
productivity in the 1990s was only 50 percent of its economy, compared to 70 percent in
Japan and 80 percent in the US. 12 As pointed at the beginning of this chapter, our
productivity level continues to lag behind these countries.
Another study showed that compared with workers from India, Taiwan, and the
Philippines, Singaporean workers are rated as lacking imagination and adaptability.13
Young says that compared to Hong Kong, Singapore’s overall economic performance has
not grown any faster. Yet Singapore has spent much more of its resources propping up
that growth, a clear indication that the PAP government has not invested the islandrepublic’s capital very efficiently through the decades. Young noted:
While the Hong Kong government has emphasised a policy of laissez faire, the
Singaporean government has, since the early 1960s, pursued the accumulation of
physical capital via forced national savings and the solicitation of a veritable
deluge of foreign investment…Singapore has one of the lowest returns to
physical capital in the world. The days in which Singapore can continue to
sustain accumulation driven growth are clearly numbered.14
Economist and Nobel Laureate Paul Krugman said of Singapore’s economic system:
“One can immediately conclude that Singapore is unlikely to achieve future growth rates
comparable to the past.”15 This is because when quantitative accounting is performed, an
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“astonishing result emerges: all of Singapore’s growth can be explained by increases in
measure inputs. There is no sign at all of increased efficiency.”16
Analyst Dan Fineman also questions the wisdom of Singapore’s economic strategy. He
points out that Singaporeans are deprived of disposable income by numerous (hidden)
taxes, fees and expenses as can be observed by the fact that they consistently consume a
share of GDP 10 to 20 percentage points below that of their counterparts in Hong Kong.
He writes:
Singapore’s political system and fiscal strategy are inextricably intertwined. Only
a government dominated by a single party could consistently post such large
surpluses and only an extraordinarily well-financed state could exert such
extensive control over political and economic life. Big structural surpluses most
benefit the ruling party, to the detriment of the private sector. Unconstrained by
tight finances, the government pays cabinet members and civil servants some of
the world’s highest public-sector packages…
A variety of analytical shields obscures the embarrassing size of government
surpluses. Accounting principles differ from global standards. A bewildering array
of statutory boards, government-linked companies, investment corporations and
holding companies transact among themselves at undisclosed prices. Key data
such as the government’s share of national savings and the profits of holding
companies and investment corporations are kept secret. One analyst calls the
national accounts a ‘masterpiece of obfuscation’…
Until the dominant-party political system that thrives on outsized surpluses
undergoes fundamental reform, Singapore will struggle with an underfunded
pension plan, inefficient businesses and sickly consumption.17

Household debt and reserves
Another way that the PAP government builds up the financial reserves is through the
public housing scheme. Almost 90 percent of Singaporeans live in government-owned
and government-run housing. Singaporeans are allowed to use a large percentage of their
CPF funds to purchase these flats, which for many is necessary because there is no other
way to afford them. The PAP government refuses to give a breakdown of the actual costs
of building these flats. There is no alternative housing to choose from. Renting is the
other only option. As a result, much of the retirement savings of Singaporeans have gone
into buying these flats with many having little or no savings left for old age. The Life
Insurance Association estimated that most Singaporeans use 80 to 90 percent of their CPF
savings to finance their housing. Such a scenario has grave implications for the future of
the economy as those of the baby-boomer generation retire in increasing numbers.18
As a percentage of GDP, Singapore’s total household-sector financial liabilities stood at
75 percent in 2012, rising from 63 percent in 2010. 19 Much of this debt can be attributed
to the ballooning of HDB loans. With skyrocketing HDB prices, Singaporeans’ household
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debt would escalate as well. A Barclays report commented in 2013: “Rapid acceleration
in household debt and bank lending are vulnerabilities for Singapore’s economy, which
could be destabilizing in the event of potential capital outflows and higher interest
rates.”20 It is only recently that the government has put in measures to cool down the
property market.
With such extractive policies, it is no wonder that our economy is plagued by
productivity problems, inefficient state-owned companies, and withholding of citizen’s
pensions (a subject we discuss in the next chapter). Singapore has gotten rich because the
state has been engorging its coffers through taxes, fees and pension savings, instead of
efficient use of our resources and innovative production.

Chapter 15: Crushing the labour movement
Trade unions in Singapore, just as their counterparts in other colonies under foreign
domination, came into existence before WWII, during British rule, to fight for higher
wages and better service conditions for their members. Industrial action, including
strikes, as a means to legitimately express workers’ grievances, became an effective tool
to exert pressure on colonial rule and uplift workers’ welfare.
In 1936, employers’ failure to pay proper wages led to strikes by more than 10,000
workers in the Singapore Harbour Board (SHB, now the Port of Singapore Authority),
Singapore Traction Company (STC, a British-owned bus company), Singapore
Municipality and elsewhere.1 After the Japanese surrender in 1945, the British Military
Administration (BMA) took control of Singapore. Organised workers in the SHB, STC
and the Municipality staged a wave of lightning strikes and demonstrations in October
1945. In January 1946, an unprecedented number of 173,000 workers downed tools,
resulting in shop closures and seriously affecting essential services. Shortly after this, the
government gave in to the workers’ demands by releasing the newspaper editors detained
earlier. The strike was a victory for the labour movement.
Encouraged by the growing strength of organised labour, registered trade unions began to
mushroom. By mid-1947, registered trade unions numbered 126, with a total membership
of 96,060. In 1955, there were 187 trade unions with a membership of 139,317. These
unions became affiliates of the Singapore Federation of Trade Unions (SFTU), which was
founded in August 1946.2
In 1948, many small-scale industries such as rubber, sago and copra milling, transport
and engineering shops, and godown and lighterage trade suffered a mild recession. They
began to take cost-cutting measures including wage reductions. In response, the SFTU
organised strikes in 1949 aimed mainly at preventing retrenchment and wage cuts. Acting
independently in the interests of workers, the SFTU thwarted all attempts by political
manipulators who were out to profit from the misery of its members. This struggle
highlighted the importance of having independent trade unions, free from governmental
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interference.
Between 1948 and 1953, labour unions operated in a very restrictive situation. With the
onset of Communist Emergency in 1948, 42 affiliates of the former SFTU went out of
existence either because of government action or because of lack of members or funds.

The beginning of the end
In April 1954, the Singapore Factory and Shop Workers’ Union (SFSWU) was formed by
a young trade unionist by the name of Lim Chin Siong. The SFSWU, under Lim's
leadership, beginning with a mere 300 workers in 1954, expanded to become a
formidable union with 30,000 members within 10 months. 3 The Union improved the
economic welfare of workers substantially for the first time since 1948. In August 1955,
the SFSWU called for, among other things, a minimum basic wage. Rivalry between the
two main unions intensified which led the SFSWU to label the STUC “a conciliator”, not
“a fighter” for workers’ interests. SFSWU-led unions, which emerged as the more
powerful and anti-colonial movement.
Notably, aA year earlier, Lim had, together with Lee Kuan Yew, formed the PAP. Lim
quickly became the party’s most popular leader.
Because of his popularity and the fact that he appealed to the working mass, Lim quickly
became the target of the colonial government. On 26 October 1956, the police raided the
SFSWU in Middle Road and arrested its leaders including Lim, Devan Nair, Fong Swee
Suan, James Puthucheary, Sandra Woodhull, Tan Kok Kee, Chan Chiaw Thor and others. 4
Four months later, the government deregistered the SFSWU.
A year later on 21 August 1957, a new wave of mass arrests led to the detention of the six
newly-elected left-wing members of the central executive committee of the PAP, paving
the way for Lee Kuan Yew’s right-wing faction to capture the leadership of the party.
Capitalising on the popularity of its political slogan of “democratic socialism” and the
mass appeal of Lim Chin Siong and other left-wing leaders, the PAP easily swept into
power in the general elections in May 1959.
The Middle Road union leaders were subsequently released from prison on 4 June 1959
and they proceeded to revive the Singapore Trade Union Congress (STUC). While the
state power remained in the hands of the new prime minister, Lee Kuan Yew, the trade
union movement and mass organisations came increasingly under the influence of Lim
Chin Siong.
Lee Kuan Yew and Lim Chin Siong struggled to gain control of STUC. The inevitable
finally happened in 1961 when the STUC split. One faction, led by Devan Nair founded
the Trade Union Centre, the predecessor of the National Trades Union Congress (NTUC)
and the other group, headed by Lim Chin Siong, formed the Singapore Association of
Trade Unions (SATU).
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After its registration on 13 August 1961, SATU quickly gained the support of the rank
and file of the working population. In contrast, however, the NTUC suffered a serious
setback of legitimacy because it was so closely affiliated with the government.
The split in the labour movement also saw an inevitable division within the leadership of
the PAP, which eventually led to an internal revolt and the subsequent formation of a new
political party called the Barisan Sosialis (Socialist Front) in September 1961. Lim Chin
Siong became its secretary-general and Dr Lee Siew Choh its chairman. Almost 80
percent of the PAP’s rank and file deserted overnight and became part of the Barisan.5
The PAP government, significantly weakened by the split, charged that the left-wing
trade unions and their federation, SATU, were all dominated by communists and their
sympathisers. With the help of the Malayan government, headed by Tunku Abdul
Rahman, and the British who were still responsible for the military security of Singapore,
the emaciated PAP moved to cripple the growing influence of the Barisan Sosialis and
SATU. On 2 February 1963, a major security sweep codenamed Operation Coldstore was
launched that struck a body blow to the left-leaning organisations who opposed the PAP
and the merger with Malaysia. (On 27 May 1961 the concept of Singapore’s merger with
Malaya and the Borneo territories was floated by the Malayan Prime Minister Tungku
Abdul Rahman. The left-wing Barisan was in favour of Singapore merging with Malaya,
but was opposed to the ’unfair’ terms of merger that sought, among other things, to
include the British Borneo territories.)
In the early hours of the morning, 65 raiding parties covered the island to arrest 169
persons. They found only 115. Many of them, including Lim Chin Siong, were arrested
and detained without trial for allegedly taking part in pro-communist activities. Of those
detained, more than 50 were trade unionists. Operation Coldstore had the effect of wiping
out all democratically organised opposition to the PAP. According to an observer, “the
fate and position of the tottering PAP was reversed by Operation Coldstore”.6
Under detention, prisoners were often subjected to brutish torture including beatings,
sleep deprivation, and hard labour. Ho Toon Chin (alias Ho Piao), former trade unionist
and then general-secretary of the Singapore National Seamen’s Union (SNSU), was
detained for 19 years from 1963 to 1982. He recently passed away in London at the age
of 70. The SNSU was later banned.
In the early hours of the morning, 65 raiding parties covered the island to
Before his demise, Ho Piao described his treatment while under detention:
Their torture made my body feel like a corpse. I could not move. They pulled me
up from the floor and tied me to the chair. Another group came to torture me. I
would recognize them. They used the same method. They poured water over me
64 times. This torture went on for four days. My body was drenched and
shivering. They shouted in my ears and prised open my eyes. I did not sleep or
eat or drink for four days.7
In 1965 the NTUC, the Singapore Manufacturers’ Association, and the Singapore
Employers’ Federation were brought together to endorse the Charter for Industrial
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Progress. The document advocated that worker, employer, and government alike “must
pool their efforts and strive for a continuing increase in productivity and output in all
enterprises.”78
One year later on 17 August 1966, the PAP government passed the Trade Unions
(Amendment) Act, making strikes and other industrial actions illegal unless approved
through secret ballot by a majority of a union’s members. Sympathy strikes were also
outlawed, as was the formation of a federation of unions for workers in essential
services.9
Following this, the Employment Act was passed in 1968 despite strong objections from a
number of unions affiliated to the PAP-controlled NTUC. The Employment Act increased
the standard weekly working hours from 39 to 44, cut the number of public holidays from
15 to 11 per year, decreased the number of rest days, days of sick leave, and days of paid
annual leave, limited the amount of bonus payments for workers, and curtailed
retrenchment benefits for workers.10 The Act had the intended effect of bringing
considerable savings to employers in direct and indirect payments to labour. In addition,
the right to hire, fire, promote, transfer, and retrench workers without union interference
—the most salient aspect of any labour-management relations—was handed over to the
management under the Industrial Relations (Amendment) Act passed in 1968.11

One party, one union
The PAP-controlled NTUC benefited from the discretionary powers exercised by the
ruling elite in the administration of labour legislation, particularly in the registration of
unions not organised by, or sympathetic to, the NTUC. The PAP government also
deregistered many trade unions for what it called “left-wing sympathies” and arrested
their leaders on various charges. Chief among these were the seven unions which formed
the backbone of SATU.
The NTUC was given all possible privileges, including a labour research unit staffed by
civil servants, one of whom was S R Nathan who late became Singapore’s President. But
despite the PAP government’s active support, including financial assistance, NTUC
continued to face problems in attracting workers to its ranks.
The general elections that followed Operation Coldstore saw a leaderless Barisan Sosialis
struggling for power. Even then, the PAP captured only 37 seats of the 51 that were up for
contest. Following this victory, the PAP government pursued discriminatory policies in its
relations and dealings with SATU. The ruthlessness with which laws were used to
destabilise and, eventually, destroy the trade union movement of the left was not only
widely recognised but also acknowledged by the PAP leadership.12
After Singapore was separated from Malaysia on 9 August 1965, the newly independent
Republic took on the role of a “reservoir of cheap labour for the assembly plants of the
multinational enterprises”.13 General elections were held in April 1968. Given the uneven
playing field and undemocratic nature of the entire system, the Barisan boycotted the
polls. As a result, only seven out of 58 seats were contested. Five of them were
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independent candidates and the other two from the opposition.14 Results for the seven
contested seats were a foregone conclusion. For the first time, all 58 seats in the enlarged
Parliament were held by one party.
The PAP promptly enacted draconian, anti-labour laws. Then-prime minister Lee Kuan
Yew said:
After we won re-election in April 1968 with an overwhelming
Parliament passed the Employment Act and the Industrial
(Amendment) Act that same year. Later, the Trade Unions Act was
These laws spelt out minimum employment conditions and placed
retrenchment benefits, overtime bonuses and fringe benefits.15

mandate,
Relations
amended.
limits on

In the late 1970s, the PAP government rewrote the NTUC charter to enable non-members
to assume key posts in the organisation. Half of the union’s governing body and one-third
of its delegates could now be filled by government appointees. Today, the Union’s
secretary-general is a cabinet minister and the six assistant secretary-generals are all PAP
MPs. Having a minister as the labour chief, the PAP says, gives workers “a voice in the
cabinet” and also “shows that the PAP Government is concerned about workers.”16
This “concern” was amply demonstrated in January 1986, when Ong Teng Cheong, then
deputy prime minister and NTUC secretary-general, sanctioned a strike in the shipping
industry. Ong said that he did not tell the cabinet about his decision, which incurred the
wrath of some of the ministers in the process. “The minister for trade and industry was
very angry,” he revealed. “His officers were very upset. They had calls from America,
asking what happened to Singapore?—we are non-strike. I said, ‘If I were to inform the
cabinet or the government they would probably stop me from going ahead with the
strike.’”17
The PAP-NTUC nexus has been strengthened through the years. Union officials who ran
in elections as part of an opposition party have been asked to step down. The NTUC
leadership has made it very clear that it shares “the same political ideology as the PAP
and maintains a symbiotic relationship with the party.”18
In 2000, it further diluted the rights of union members by allowing union leaders to
merge their organisations without having to seek approval from members. The fine for
members who took part in illegal industrial actions was doubled to $2,000.19

Union strength
Not surprisingly, Singaporean workers grew increasingly sceptical of the role of the
NTUC. More and more workers started to disassociate themselves from the Union. Given
that there were no alternatives, they became more and more vulnerable, often at the
mercy of employers who had the power to terminate their services by reason of
redundancy or reorganisation.
Trade union membership in relation to employment growth has seen an overall decline
through the years. The NTUC represents only 15 percent of eligible members out of a
workforce of 2.1 million. Noting this trend, the union then came up with the idea of
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“modernising” the movement in order to stay relevant in a changed environment. The
NTUC went into setting up several cooperative enterprises. Notable among them were
the taxi cooperative NTUC Comfort and the insurance cooperative NTUC Income, both
launched in 1970. In 1973, NTUC Welcome came on the scene to run shops, stores and
supermarkets. It was subsequently renamed NTUC Fairprice. The NTUC continues to
lure employees by offering services that are often unrelated to labour management issues,
such as membership in clubs and holiday resorts as well as shopping discounts. It has
even ventured into property development.
One union that did not come under the control of the NTUC tried to exert its
independence. In 1980, the Singapore Airlines Pilots’ Association called for a members’
work-to-rule action and, in doing so, disrupted the schedules of several Singapore
Airlines (SIA) flights. Lee Kuan Yew confronted the pilots and subsequently deregistered
the organisation. The officials of the union were prosecuted.20
State intervention may have closed down the pilots’ union but disputes between SIA’s
management and its pilots popped up from time to time. Unlike other workers, pilots had
more clout and they would not just roll over and play dead every time Lee cracked his
whip. In 2003, SIA laid off hundreds of workers and imposed a 16.5 percent pay cut and
unpaid leave for its employees when it posted second quarter losses. The Airline Pilots’
Association-Singapore (ALPA-S) leadership accepted the imposition. The problem was
that the following quarter, the airline suddenly announced a record $306 million in
profit.21
ALPA-S members accused management of bad planning and forecasting. Hundreds of
workers had suffered retrenchments and pay cuts. They accused their union leaders of
being weak in the face of the SIA management’s bullying. At one of its meetings, the
members called for the leadership to resign and for union elections to be held to elect new
leaders who would take a stronger stance in negotiations.
Again, Lee Kuan Yew stepped in. He singled out pilot Captain Ryan Goh. Lee accused
Ryan Goh of not having any loyalties to Singapore (Goh was a Malaysian who had been
a permanent resident in Singapore for 26 years) and stirring up trouble. The PAP
government labelled Goh an “undesirable migrant”, revoked his permanent resident
status, and ordered him to leave the island.22 Following the incident, the PAP government
amended the Trade Unions Act to allow leaders of labour unions to arrive at agreements
with management without having to seek the consent of union members.
According to the PAP, control of the labour movement was originally necessary to attract
foreign investment. Workers have been made to sacrifice their labour rights in order for
the PAP government to create employment. But critics who have pointed out that the
labour legislation introduced in the 1960s (which are still in place) were overly generous
to employers now seem to have a point. The “employers’ charter”, as some have
cynically called Singapore’s anti-labour laws, have opened the country’s workers to
exploitation. With continued economic uncertainty and unemployment, workers in
Singapore remain deprived of both their basic labour rights and their right to work for a
living, both of which the PAP government had promised as part of its social contract.
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PART 5B

THE ALTERNATIVE
Chapter 16: Freeing the mind
The PAP continues to think about our economy in terms of digits and decimals. It still
relies on the thinking that we can shape and mould a worker’s behaviour, and hence his
or her productivity, by implementing a regimen of reward and punishment. Worse, it feels
that it can buy innovation by spending billions to entice researchers to this country and
that it can purchase productivity by spending huge amounts on skills development.
Before going into specific proposals on how to raise labour productivity, it is important to
lay out the framework within which this paper’s recommendations operate. In 2013,
Finance Minister Tharman Shanmugaratnam laid out a Budget that emphasised raising
productivity in the workforce. These included schemes such as
 Productivity and Innovation Credit: businesses can enjoy tax deductions if they
invest in innovation and productivity measures;
 Continuing investments in skills training and education of workers;
 Improvement in innovation in the construction sector, etc.
While such measures are necessary, the PAP government has overlooked the most
important factor that dictates productivity: Worker motivation. Economics, or more
specifically econometrics, describe and measure productivity. But when we start talking
about motivating the workforce and raising productivity levels, economics ends and
psychology takes over.

Extrinsic vs intrinsic motivation
Improving productivity is about dealing with human behaviour, not just drawing up
charts and graphs. Productivity is about bringing out the innovative best in workers. It is
about cultivating an environment that stimulates the creative efficiency of workers.
For this, we turn to the subject of motivation.
In the realm of psychology, motivation is broadly categorised into two kinds: extrinsic
97

A New Economic Vision: Towards Innovation, Equal Opportunity, and Compassion

and intrinsic. The former is behaviour motivated by an external source, money being the
most common one. Fear, that is the fear of punishment, is also a prevalent external source
of motivation. Together these extrinsic sources are very powerful in motivating human
beings.
Extrinsic motivation, for example, can push workers to put in longer hours for less pay.
Work longer and one gets rewarded with a bit more money; refuse to do so and one gets
punished with the golden handshake (sometimes, not even that).
Intrinsic motivation, on the other hand, is the reward that people derive from performing
an activity itself. Research has shown that intrinsically motivated behaviour leads people
to be more achievement-oriented. It helps people to believe that they are effective agents
of change, as opposed to being the victims of external forces.
Extrinsic motivation and intrinsic motivation are both important ways of driving
behaviour. Extrinsic motivation, however, cannot inspire workers to be more efficient and
innovative. This is especially so if it is over-emphasised; it does not help to facilitate
productivity growth. On the other hand, intrinsically motivated individuals tend to master
their assigned work – extrinsically motivated people tend not to demonstrate such
attributes.
Against this backdrop, let us examine the situation in Singapore. Workers here are
motivated, to a large degree, by extrinsic factors. Even cabinet ministers need to be
attracted to serve the country with large amounts of money. Former prime minister Goh
Chok Tong famously said in defence of excessive increases in ministerial salaries that “if
you pay peanuts, you get monkeys.” If the nation’s leaders adopt such a tone and sets
policy accordingly, can the workforce be expected to behave differently?
Herein lies the problem. How does one foster a workforce that is intrinsically motivated,
or at least not driven excessively by extrinsic motivation, in order to raise labour
productivity?
The PAP government uses the foreign workers’ levy as a tool to discourage employers
from hiring foreign workers, especially those in the low-wage industries. This would, in
theory at least, compel businesses to become more innovative thereby raising
productivity in Singapore. Increasing labour productivity, however, requires more than
just tweaking workers’ levies. It necessitates a change in human behaviour. It involves
predicting how individuals interact with each other, with groups of individuals and with
their environment, both at home and at work. It needs attitudinal change of employers
toward their employees. It needs reform of our educational system to foster creative
thinking. And it requires, as explained above, transformation of the working climate in
Singapore to one in which intrinsic motivation is valued.
The enormity and complexity of such an undertaking must be appreciated. Changing
behaviours that will lead to changes in worker output and creativity is a drawn-out
process involving multiple factors. Under the SDP plan, a comprehensive set of measures
will be instituted to achieve the goals stated above:
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1. Open up the political system
Much has been made of the notion that democracy hinders economic growth. In
Singapore, this idea has been put in practice for all of the country’s postindependence existence. The PAP, in trying to isolate economics from democracy,
completely misses (or refuses to acknowledge) the point that the absence of political
participation of the people has an adverse impact on productivity, and hence the
economy.
How people live and how they organise their lives depend on the way in which
economic activity is constructed, which is, in turn, wholly based on decisions made
by politicians. And because these politicians have a vested interest in the decisions
they make, citizens want to ensure that the process is open and transparent, one in
which they have a say. When this is not possible, emigration becomes an attractive,
and sometimes the only, alternative.
In the early years after independence, emigration from Singapore was negligible. By
the mid-1980s, 2,000 families a year were leaving the country for good. In 1989, the
figure jumped to almost 5,000 which was about the same as the number of Hong
Kong citizens1 who wanted to get away from the territory because of the looming
return of Chinese control, a threat that did not exist for Singapore.
The problem of emigration had become so acute by the late 1980s that Lee Kuan
Yew, then prime minister, lamented over the seemingly incomprehensible exodus,
berating these Singaporeans as “washouts.”2 The second prime minister, Goh Chok
Tong, called them “quitters”.3 But the more names the leaders called them, the more
Singaporeans wanted to get away. Whatever the epithets, there was no mistaking that
the exodus of Singaporeans was beginning to take a serious toll on the economic
well-being of the country.
By 2007, more than half of younger Singaporeans (15-29 years old) surveyed
indicated that they would emigrate overseas if given a chance. More than a third said
that they did not feel patriotic to this country. 4 This result was replicated in another
study in 2014 in which 6 out of 10 younger Singaporeans indicated that they have
considered leaving Singapore to achieve their dreams. Their top reasons for saying
this included the high cost of living, having more opportunities abroad, and
experiencing a slower pace of life overseas.5 Notably, in February 2010 when New
Zealand held an exercise to attract Singapore immigrants, 3,565 people registered in
just three weeks.6
The PAP’s solution to this problem is the importing of foreign talent. It forgets that
people of talent also want to live in a country that respects their political rights. After
the initial excitement of settling down in their adopted country, new citizens will
come to note the restrictions on political participation. These people either become
disillusioned or quickly adjust to conform to the autocratic system—neither situation
helps the effort to improve productivity. Nobel laureate and economics professor
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Amartya Sen underscored this point: “Economic incentives, important as they are,
are no substitute for political incentives. The lacuna of the absence of an adequate
system of political incentives cannot be filled by the operation of economic
inducement.”7
The majority of Singaporeans who remain behind are resigned to the fact that they
have little or no control over their political environment, although this attitude may
be receding. In general, they accept whatever is imposed on them with a notable
sense of apathy and resignation, functioning in a system that is based almost
exclusively on the carrot-and-stick approach.
How do we get the best out of a nation when half the population can’t wait to get out
or doesn’t really care about what happens to the country? How do we inspire and
encourage a people to go beyond doing the minimum and to master their work when
a climate of apathy reigns? How do we raise productivity when extrinsic factors are
the only ones driving labour? Does simply tweaking the foreign workers’ levy make
much sense when all else around society discourages behaviour that enhances
productivity growth?
Contrast our situation to Taiwan’s. In the 1990s, in the aftermath of political
liberalisation on the island, many Taiwanese professionals studying and working
abroad returned home after earning advanced degrees and competing in the high-tech
crucible of Silicon Valley. Singapore, in contrast, continued to lose students,
prompting Goh Chok Tong, then prime minister, to comment, “If our best who
qualify to work for world-class institutions are not prepared to come back, how can
we make our institutions world-class?”7 The reason the Taiwanese returned home
and Singaporeans did not was articulated by (Taiwanese) Nobel laureate in
chemistry, Professor Lee Yuan Tseh, who said that it was the “democratisation and
political transformation” of Taiwan that was enticing its young talents home.9
It is clear that what Singapore’s ailing productivity needs is a good dose of
democratic reform to our political system, such that the people can function freely
and are not constantly told what to do and how to behave by the state. In other
words, if we want to increase levels of productivity in Singapore, we need to also
ensure that we foster a society that respects the individual and his/her mind, and by
so doing, place emphasis on intrinsic motivation.
Intrinsic motivation is also a good companion of creative thinking. In this regard,
democracy actually facilitates economic growth. We all know that creative thinking
is what makes entrepreneurs successful, and it is through these entrepreneurs that
jobs are created. Most, if not all, entrepreneurs are people who possess a strong sense
of intrinsic motivation. Clearly, intrinsic motivation and creativity go hand in hand.
Free and open societies are to creativity what oxygen is to fire. As an analyst put it:
“Singapore’s problem is expecting competent technocrats at home to operate as firein-the-belly entrepreneurs elsewhere in Asia, without creating a political climate in
Singapore that rewards free enterprise.” 10 As mentioned in Chapter 5, Steve
Wozniak’s observation that Singapore’s restrictive environment would not be able to
produce a company like Apple (whose motto is ‘Think Different’) is instructive.
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In order to reform Singapore’s political system and to encourage the development of
a democratic system, the SDP proposes the following measures:
 Amend the Constitution. Constitutional provisions that guarantee the
fundamental freedoms of speech, association and assembly of citizens must be
expressly and unambiguously made. Laws proscribing such freedoms, except
in accordance with provisions where maintenance of national security is
necessary in times of emergency, shall not be allowed.
 Abolish the Internal Security Act. Detention without trial has long been used by
the PAP government to imprison opposition leaders and dissidents. This has
created a climate of fear in Singapore where citizens are apprehensive about
voicing their political opinions and even avoid engaging in the nation’s
politics.
On the question of dealing with terrorist issues and suspects, the SDP proposes
a separate statute called the Prevention of Terrorism Act. Provisions will be put
in place in such a law—safeguards and judicial oversight—to prevent
government abuse of power when detaining terrorist suspects for investigation.
 Repeal the Public Order Act. The Act, introduced in 2009, allows the
government to prevent even a single individual from conducting a peaceful
protest. Freedom of speech and peaceful assembly, although not unfettered,
must be guaranteed the citizen and not restricted in size or to the Speaker’s
Corner at Hong Lim Park.
 Amend the Newspaper Presses and Printing Act (NPPA). Media organisations
are currently under severe restrictions; all print and broadcast news
organisations are in essence owned and run by the state. The SDP plan will
liberalise the media industry to ensure the free flow of information by allowing
media outlets to be freely run by the private sector. As an example, Section 11
of the NPPA states that “No person shall...become a substantial shareholder of
a newspaper company without first obtaining the approval of the Minister.”
The SDP proposes that all citizens of Singapore will be free to own a
newspaper or become substantial shareholders of a newspaper without having
to obtain approval from the government.
 Amend the Legal Profession Act. Under present law, the Law Society of
Singapore cannot comment on legislation or its passage. Section 38(1)(c) of
the Legal Profession Act states: “The purposes of the Society shall be to assist
the Government and the courts in all matters affecting legislation submitted to
it, and the administration and practice of the law in Singapore”. This has
effectively stopped legal professionals from educating the public on the
negative effects of particular laws. The SDP proposes that the phrase
“submitted to it” in the section be removed to allow the Law Society to
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contribute freely to debates on laws in Singapore. The Act will also be
amended to ensure that the Executive branch of the government will not have a
disproportionate say in the appointment of judges.
 Ensure free and fair elections. Presently, elections are conducted in a less than
fair manner. Electoral boundaries are redrawn without transparency or
accountability. Also, the official campaign period is limited to nine days only,
which is clearly insufficient for any non-PAP parties to run effective
campaigns. The PAP government also gives out money in the form of
economic packages to voters just before voting is held. An independent
elections commission should review the Parliamentary Elections Act and
ensure that elections are conducted in a fair manner. Such a commission should
also have the necessary powers to ensure that ruling party officials can be
sanctioned should the rules be breached.
2. Reform the educational system
It is not enough simply to raise the educational level of our people just so that we can
provide a talented workforce for foreign investors. The objective of our educational
system must be to facilitate the learning process of our people with the ultimate aim
of helping each person achieve their true potential and reach their own levels of selfactualisation.
To this end, we must redefine education and lay out what the process of educating a
person entails. Education, in its broadest sense, is distinct from schooling, or formal
education. Schooling can produce very competent and even highly skilled workers.
However, these individuals can still be inculcated with values that adhere to a system
of unquestioning obedience in which diligence, perseverance, and orderliness are
prized behavioural traits. Even academics in authoritarian systems who are utterly
proficient in their areas of research can be socialised to become more obedient to the
state rather than to exercise independent thought. Such a system inevitably produces
workers who may perform competently when society is well organised and
structured, but who will, when spontaneity and creativity is of the essence, find it
difficult to exercise an independent and unfettered mind. In such a situation, the
dearth of entrepreneurs results in a loss of economic competitiveness.
Singapore’s educational system emphasises rote learning, and grades students almost
entirely on their performances in year-end examinations. This has produced a
workforce that has been adequately schooled but woefully under-educated to meet
the needs of rapidly changing economic conditions. The PAP government has
belatedly realised that this form of schooling deprives society of entrepreneurial
minds, resulting in the school curricula being revamped with the aim of teaching
students the importance of independent and analytical thinking.
Exercising critical thought cannot, however, be confined to the classroom; learning
to think critically must extend into the working world. At the moment, participation
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in the political process is conducted through government-approved channels such as
the local media, feedback units, and residents’ committees. There exists little or no
avenue whereby the people can organise themselves independently and exercise their
franchise as citizens. Hence the need to open up the political system as described in
the preceding section.
Education must not be reduced to a mere tool to serve the economy. Instead, it must
be the process that nurtures enquiring minds, one that allows students to interpret
their surroundings in novel ways. It must stimulate their desire to learn, both in
school and later in life at the workplace. Reform of the educational system is fully
discussed in our education policy paper Educating For Creativity And Equality: An
Agenda For Transformation.
3. Take the “high road”
As explained, a worker’s level of productivity can be increased through compulsion
and threats, but only to a degree. Beyond that, no amount of coercion can bring
about higher-quality output. Economist David Gordon expounded on the need to
provide proper motivation for workers and talked about the “high road” and “low
road” to economic development:
The ‘high road’ seeks to build economic growth and prosperity through
cooperation and strong worker rewards, including rapid real wage growth.
The ‘low road’ relies on conflict and insecurity, control and harsh worker
punishment, and often features relatively stagnant or even declining real
wage growth.11
Implicit in Gordon’s formulation is that the high road to economic development
relies very much on workers’ ability to develop their skills, including skills that help
them make decisions which would increase productivity and efficiency in the
workplace.
How does one foster this high road to development? We must go beyond upgrading
skills—we need to upgrade minds and attitudes. It must be emphasised that
upgrading minds for the high road to development cannot be done by fiat. Workers
must feel a sense of belonging to society before they will be willing contribute
beyond what is asked of them. Ironically, government campaigns hinder such
attitudinal and behavioural development.
The less control an individual has over his or her environment, the more that
individual retreats into alienation and disengagement. This sense of learned
helplessness is anathema to resourcefulness, innovation, and productivity. Without
empowering the labour movement, workers will continue to be put through a slavish,
interminable loop of working harder and harder for smaller and smaller returns and
will endure more and more economic insecurity.
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To overcome this problem, this paper recommends, as described in an earlier
chapter, that the Trade Unions Act be amended to ensure that workers are able to
freely form their own unions without fear or favour. The SDP plan will also ensure
that government control of the NTUC is removed and that the union’s leadership will
be directly and democratically elected by its members.

Conclusion
Singapore has been under one-party rule since 1959. Since then, we have seen the
economy rise rapidly. After more than half a century of expansion, however, our city-state
has reached a point where society is facing new challenges. As surveys have shown,
Singaporeans are increasingly becoming less satisfied and happy with our society
because of the highly stressful conditions in which we live and work. This is mainly
because the current economic model over-emphasises monetary gain.
The SDP’s alternative economic programme is aimed at cultivating a less materialistic
society in which the country’s development occurs in a more holistic manner. Our goal is
to achieve a more gracious society where GDP growth is not the end-all and be-all of our
existence. Living a higher quality of life in which there is less stress, in which we have
more time to spend with our families and loved ones, and in which we are compassionate
towards those less fortunate than us is the kind of society we want to build. As such, our
proposals are targeted at transforming Singapore into a country in which our citizens are
genuinely happy and proud to call Singapore our home. We seek to achieve this by
setting the following:
Goal 1: Change our economic philosophy and approach
 Refrain from monetising/commercialising public services such as health
care and education;
 Educate our youths about the values of cooperation and community rather
than self- indulgent consumerism;
 Promote human rights values as a component of economic development.
Goal 2: Build a fairer and more compassionate society
 Enact a national minimum wage law;
 Introduce a retrenchment insurance scheme;
 Increase social spending for the needy including health care, education and
welfare;
 Recalibrate the tax structure by abolishing GST for basic necessities and
raising the income tax cap for richest 1 percent of earners.
Goal 3: Make our political-economic system transparent and accountable
 Emphasise wealth creation by working hard and being innovative, not
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wealth management by becoming a tax haven;
 Make GIC accounts public and transactions accountable to Parliament;
 Discard the neo-liberal ideology.
Goal 4: Improve innovation and productivity
 Wean our economy off MNCs and cultivate a strong private
entrepreneurial sector;
 Divest GLCs and provide added incentives for SMEs to develop;
 Emphasise intrinsic motivation rather than extrinsic motivation.
Goal 5: Free the people’s minds







Enact labour laws to allow free and independent trade unions;
Amend the constitution to guarantee the people’s fundamental freedoms;
Remove legislation that constrains the development of a free media;
Ensure genuinely free and fair elections;
Abolish the ISA, which allows the government to detain citizens without
trial.

Our vision is to cultivate a society in which success is measured not by the size of one’s
bank account or the type of house one lives in, but by the values we inculcate in our
children, the graciousness in our lives, and the compassion we show to our fellow
citizens. It is a society steeped in the values of democracy, the rule of law and openness,
and where the strong sense of competition is tempered by an abiding regard for justice
and equality. In short, a society poised for the future and ready to help make the world a
better place.
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