

































































































































































































































































































































































































































































































































































4.4.

4.4.1.

GEOGRAPHICAL DISTRIBUTION OF SINGAPORE’S DIRECT
INVESTMENT ABROAD

Asia-Pacific

The data on the geographical distribution of Singapore international direct investment
is‘only available from 1981 onwards. However, the current distributional pattern, by
region and country shows, the relative importance of comparative advantage of the
different destination countries®. It also reflects the fact that Singapore investors,
particularly the Chinese firms, preferred a business environment in which they have
close personal, cultural and language ties*. Although in recent years; outward direct
investment from Singapore to the Asian countries has declined by about 25 per cent
between 1980 and 1990, due to the increasing diversification of investment to
advanced countries, the region’s remains an important investment site for Singapore’s

investors.

Tables 4.5 and 4.6 show the distribution of Singapore’s direct investment abroad and

established firms by top recipient countries and activity of the investors respectively.

* Singapore’s Department of Statistics, Destination, Activity, and Returns of

4

Singapore’s Direct Investments Abroad, Singapore: National Printers, 1992, p. 2.

Hill, Hal and Pang Eng Fong (1991), op. cit., p. 561.
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Table 4.6. Singapore: Distribution of Direct Investment by Country and
Activity, 1990,

e ———

Host Country % Share of Manufacturing %  Financial Commerce  Real Estate
Total DFI % % %
Malaysia 22 38 24 22 7
Hong Kong 12 26 37 9 22
New Zealand 11 0 95 4 0
Netherlands 8 1 99 0 0
Australia 7 4 64 5 25
USA 4 20 25 3 8
Taiwan 3 16 13 63 0
Thailand 3 57 14 18 3

Source: Singapore’s Department of Statistics, Singapore’s Investment A broad 1976-90, Singapore: Department

of Statistics.

Among the top recipient countries are Malaysia and Hong Kong. Together, they
account for over 30 per cent Singapore’s total investment in Asia indicating the
importance of these countries to Singapore firms as a destination of its FDI. Also, the

two countries also account for the bulk of the established branches in the region.
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Table 4.7. Singapore: Distribution of Established Companies Abroad in
the top five Host Countries, 1990.

Activity Abroad Malaysia Hong Kong Thailand Australia United States
No % No % No % No % No %
Total 1,007 100 365 100 144 100 88 100 86 100
Manufacturing 270 27 34 9 44 31 8 9 11 13
Commerce 387 38 103 8 41 28 22 25 17 20
Financial 93 0 129 35 15 10 23 26 24 28
Others 257 26 99 27 44 31 35 40 34 40

Source: Singapore’s Department of Singapore, Singapore’s Investment Abroad 1976-90, Singapore: Department

of Statistics.

In Malaysia, about 1,007 (44 per cent) subsidiaries were set up, followed by Hong

Kong 365, about 16 per cent and Thailand 144, about 6 per cent. One of the possible

determinants of Singapore’s investment in Malaysia is the proximity of the country

to Singapore and the relatively cheap labour costs. In Hong Kong, 35 per cent of the

firms set up were in the financial sector, most of which were in investment holding

companies and nearly 28 per cent in commerce. In Thailand, 31 per cent of the

companies set up were manufacturing companies and 28 per cent were in the

commerce sector (see appendix). China’s share has increased quite dramatically in

recent years. Between 1986-90, Singapore subsidiaries in China were 193 worth
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S$461.6 million®. But by January 1992, Singapore firms invested in almost 500
projects worth more than S$1.3 billion, thus becoming the fourth biggest foreign
investor in the Republic. Of the total, manufacturing direct investment accounts for
over 60 per cent, mainly in the form of joint ventures with either the local
entrepreneurs or state enterprises. Nearly 90 per cent of the established subsidiaries
are in labour-intensive industries such as textiles and garments, food processing and
beverage, computer assembly, furniture and metal. The main attractions were the
Republic’s cpen-door policy, political and social stability (though the Tian-An-Men
Square event slowdown the investment activities for sometime). Also, the availability
of infrastructure and service facilities, especially in the a costal cities, change of
foreign ownership laws and reform of approvals of investment projects, change of
investment attitudes towards foreign investors, availability of cheap and abundant
supply of labour, huge domestic market (over one billion), shared dialects, strong

family ties, and vibrant local economy*.

In India, the main determinant of Singapore’s direct investment was the huge
population - which includes a prosperous middle class that numbers some 100 million
- and a growing economy®. However, when compared to China, Singapore FDI in
India was very low. As at the end of 1991, only about 11 projects were signed by
Singapore firms involving construction, ship repairing and manufacturing. According

to the Singapore Business, the general lack of interests in India is due to the endless

* Singapore Business, Global Opportunities, September 1989, p. 48.
“ Ibid.

“ Ibid.
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red tape, bureaucratic and administrative drawbacks and inconsistent foreign
investment policy™. Similarly, in Sri Lanka, Singapore firms have been adopting a
more cautious approach. In general, Singapore investors have been put off by the
continual internal political struggle and unclear FDI policies. So far there are more
than 55 Singapore’s approved projects in the island nation. The largest are Prima

flour’s S$120 million flour mill, Singapore’s Sapphire company, and Tien Wah Press.

In Vietnam and Cambodia, the current trend shows that Singapore direct investment
is likely to increase in the future, as the two countries are now experiencing political
stability””. Recently, the Singapore government signed a treaty with the Vietnamese
authorities to guarantee all Singapore investments, including American subsidiaries in
Singapore. As at mid-1992, total Singapore investment in Vietnam was about
US$48.46 million, mostly in the garment, cigarette making, food processing, drinks,
and hotel construction. Prominent among these industries were Asia-Pacific Breweries
Ltd, which has invested about US$25.5 million to brew beer, and Representations

International Pte Ltd, which has committed US$5 million to produce soft drinks.

Singapore’s overseas investment in the NIEs, particularly in Korea and Taiwan, is
relatively low. With exception of Hong Kong which is the second largest recipient
of its investment in Asian after Malaysia, Singapore investment in Taiwan and Korea
is minimal. In Taiwan, Singapore firms have a small foothold of 58 subsidiaries

worth S$222.7 million in 1990. Over 17 per cent of these firms are in the

“ Ibid.

* Ibid.
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4.4.2.

manufacturing industries and the rest in the financial and business services. There was
no Singapore direct investment in South Korea until 1988, when a small fraction of
the total investment, mostly in the financial and business sectors, was registered.
However, the high coefficient as noted in table 4.5, resulted because of the recent
liberalisation policy in the country which has influenced Singapore firms to invest due
to the high profit potential. At the end of 1981, there were only 118 Singapore
established firms in Hong Kong, worth S$181.8 million. Nine years later, Singapore
direct investment had increased to S$908.5 million in 360 established projects, mostly
joint ventures in the manufacturing industries such as textiles and garments, and food
processing. The current slowdown in Singapore direct investment in Hong Kong is
due to the government’s confrontation with Beijing’s authorities towards British plans
to increase democracy in the colony before 1997. In Australia, Singapore’s
investment ranked fifth, as the largest source of the country’s foreign investment.
Most of the investments were in the financial services (64 per cent), real estate (25

per cent), commerce (5 per cent) and manufacturing (4 per cent).

ASEAN

As noted in table 4.5, the coefficient of the Asean countries as a whole was similar
to that of the Asia-Pacific region. This indicates that the major determinant of
Singapore direct investment in the Asean region is due to the relative high rate of
return. In addition, the region has a large internal market - the combined population

which exceeds 290 million - plus its abundant natural resources and cheap labour
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force. Between 1981 and 1990, there were over 9,645 Singapore subsidiaries worth
S$12.8 billion (ie over 61 per cent of the total direct investment for the period).
Again, Malaysia is the most important recipient of Singapore’s direct investment in
the Asean region. In 1981, Malaysia accounted for over 60 per cent of Singapore’s
overseas direct investment. In recent years, Malaysia’s share has declined
considerably to 22 per cent, but the country is still regarded by many Singapore
investors as the most favourite site. The decline has been because of the increasing
labour cost and ownership policy. However, the main attractions of Singapore
investment in Malaysia are the geographical proximity, political stability, vibrant
domestic economy, and change of economic orientation (from import-substitution to
export-led). The evidence for this can be seen in the dramatic increase of FDI in the
country since the change of industrial policy in 1985. Between 1985 to 1990,
Singapore’s direct investment in the country has increased by over 71 per cent. Of
total Singapore FDI in 1990, 38 per cent was in manufacturing activities, and 24 per
cent in financial investments; 38 per cent of the Singapore subsidiaries investment in

Malaysia was in commerce and 27 per cent in manufacturing activities.

In Indonesia, Singapore is the biggest source for foreign investment. Between 1981-
85, Singapore direct investment was very low due to the country’s import-substitution
policy which created artificial barriers to the movement of factors of production
between national boundaries. Since then, Singapore’s direct investment in the country
has more than quadrupled, most of which have been made after 1987 because of 'the‘

growth triangle initiative as is discussed below.
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4.4.3.

The Growth Triangle™

Literature on the growth triangle between Johor-Singapore-Raiu is in its infancy.
However, it was not possible to determine objectively Singapore’s investment in the
growth triangle. It should be noted that the growth triangle is not a determinant of
FDI from Singapore but that it thus facilitate the flow of investment from Singapore
to the ASEAN region. However, existing studies have covered the genesis of the
concept,” discussed any progress made and the problems encountered,” and have

assessed extensively whether the integration is complementarity or competitive™.

m

A map of the growth triangle is provided in the appendix.

Kumar, Sree and Lee Tsao Yuan (1991), "Growth Triangles, Belts and Circles",
Trends, 28 April, Singapore: Institute of Southeast Asian Studies; Kumar, Sree and
Lee Tsao Yuan (1991), "A Singapore Perspective", in Growth Triangle: The Johor-
Singapore -Riau Experience, in Lee Tsao Yuan (ed.), Singapore: Institute of
Southeast Asian Studies; Yeoh, Caroline, et al (1990), "Batam: A New Dimension in
ASEAN Economic Co-operation", Paper presented at the conference on Industrial and
Trade Policies for the 1990s: Prospects and Implications fro Developed and
Developing Countries, 19-21 September, Maastricht, the Netherlands; Yeoh, Caroline
et al (1992), Strategic Business Opportunities in the Growth Triangle, Singapore:
Longman.

Ng, Chee Yuen and Wong Poh Kam (1991), op. cit, pp. 123-152; Lee, Tsao Yuan
(1992), "Global Regionalism and Regional Economic Zones in the Asia-pacific: The
Promise and Challenge of the 90s", Business Times, 15 April 1992; Perry, Martin
(1991), op. cit, Vatikiotis, M (1991), "Search For a Hinterland: Singapore Appeals to
Neighbours’ Enlightened Self-interest", Far Eastern Economic Review, 3rd January;
Liew, S. L. (1990), "Charting a Global Strategy: Creating Competitive Advantage
through the Growth Triangle", Economic Bulletin Special Report, November, PP. 14-

18; Yeoh, Caroline, et al (1992), op. cit.

Lee, Tsao Yuan (1992), "Regional Economic Zones in the Asia-pacific: A Conceptual
Overview", paper presented at the conference on Regional Cooperation and Growth
Triangles in ASEAN, jointly organised by Centre for Business Research and
Development, Faculty of Business Administration and the Centre for Advanced
Studies, Faculty of Arts & Social Sciences, National University of Singapore, 23-24
April; Lau, Geok Theng, et al (1991), Marketing the Growth Triangle: The Batam
Case, Faculty of Business Administration, National University of Singapore, mimeo;
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Coined by the then Singapore First Deputy Prime Minister Goh Chok Tong in
December 1989, the term "Growth Triangle" describes the process of economic
integration between Singapore, Indonesia’s Batam Island and the Malaysia state of
Johor. The main objective was to encourage the governments of the three countries
involved to work together to expedite this process, exploiting the complementary
endowments of the three regions to attract foreign investment. However, the growth
triangle initiative has since then become a centrepiece of Singapore’s regional
diplomacy and its economic development strategy, especially since Goh took over as

prime minister at the end of 1990.

The integration process to which Goh referred to was nothing new, but an official
declaration or acknowledgment of the process that began since the early 1980s.
Singapore has sought to overcome its domestic land and labour constraints by
encouraging firms to invest in adjacent areas of Malaysia and Indonesia. Singapore
concluded a bilateral agreement with Indonesia to jointly develop Batam, 20
kilometres Southeast of Singapore, as an export processing zone. A number of

Singapore-based firms have since established manufacturing operations on Batam,

Wong, Weng Kong, et al (1991), "Transnational Investments in Johor Opportunities
and Strategies for Singapore Entrepreneurs", paper presented at the World Conference
on Entrepreneurship and Innovative Charge, organised by NTU-Peat Marwick
Entrepreneurship Development Centre, Nanyang Technological University, Singapore,
July 3-5; Partadiredja, Ace and Caroline Yeoh (1991), Migrant Workers in a Corner
of the Growth Triangle, Faculty of Business Administration, National University of
Singapore, mimeo; Mubariq Ahmad (1992), Economic Cooperation in the Southern
Growth Triangle: An Indonesian Perspective", paper presented at a Conference on
Regional Cooperation and Growth Triangles in ASEAN, jointly organised by Centre
for Business Research & Development, Faculty of Business Administration and Centre
for Advanced Studies, Faculty of Arts & Social Sciences, National University of

Singapore, 23-24 April.
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primarily in the electronics industry. Many others have set up operations across the

causeway in Johor, although there is no such bilateral agreement in effect™.

Informal economic ties with Johor are already substantial, and businessmen and state-
level officials in Johor have received Goh’s initiative enthusiastically. But there has
been long-standing concern among federal authorities in Kuala Lumpur, and some
Johoreans, that the initiative might not be consistent with Malaysia’s national
development strategy. Albeit, a number of joint projects have been proposed,
including a high-technology park. As yet, there are no special arrangements for direct

investments between Singapore and Johor™.

While at the political level, there are still some problems for final agreement, at the
economic level substantial progress has been made with regards to the relocation of
Singapore’s labour-intensive firms™. In Batam island, for instance, Singapore is the
largest investor, accounting for over 44 per cent of the total foreign investment,
followed by the United States 19 per cent, and Japan 7 per cent. In Malaysia as a
whole, Singapore has been among the top five investors over the last decade. Since
the late-1980s, Singapore firms have accounted for over 20 per cent of FDI in Johor

state of Malaysia™. The main determinants include geographical proximity, cheap

e

26

The Embassy of the United States of America, Singapore Office (1992), "The Growth
Triangle: Singapore-Johor-Riau", Report prepared as a guide to U.S. investors, May.

Ibid. p. 1.

Perry, Martin (1991), "The Singapore Growth Triangle: State, Capital and Labour at
a New Frontier in the World Economy", Singapore Journal of Tropical Geography,
12 (2), pp. 138-151.

Ng Chee Yuen and Wong Poh Kam (1991), op. cit. p. 134.
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labour force, and above all, the change of economic orientation from import
substitution to export-led industrialisation. For over three decades, Malaysia and
Indonesia pursued a strategy of import-substitution where economic nationalism was
foremost in the minds of its leaders. The driving force for such an inward looking
strategy, was realised through tariff and non-tariff barriers, has been through economic
nationalism that goes beyond modern day economic rationality™. The feeling of
economic nationalism in resource rich countries are sometime explained by the fear
of begin exploited by those which are less endowed™. What is generally over-looked
is that barriers erected to keep competitors out, although comfortable to domestic
producers, destroy motivations and incentives to innovate, to strive for greater
efficiency, to upgrade, above all, to allow the free movement of mobile factors of

production such as industrial capital.

Apart from this, the attitudes of both countries towards foreign investment betore the
change of industrial policy in the mid-1980 was very biased™. Malaysia for instance,
before 1986, required local participation in all investment projects. However, the
investment Act in 1986, relaxed the equity guidelines to allow for 100 per cent equity
in cases where no local partners could be found. Pioneer statues, which grants a
company a five-year tax relief period, was also granted to deserving companies. In
Batam island, 100 per cent foreign ownership for the first five years was also allowed,

after which there should be a 5 per cent divestment. If the company exported 100 per

” Ibid.
™ Ibid.
* Ibid.
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4.4.4.

cent of its products, then no further divestment was required®.  This special
preference in Batam island is however, because of the growth triangle. This is in
contrast to the rest of Indonesia, where domestic ownership must reach 51 per cent
within at least 15 years™. It then shows that economic liberalisation, after all, can

change a country’s locational advantage.

However, the region’s comparative advantage shows that Singapore firms will
continue to invest in the growth triangle to increase exports, even though Singapore
based firms are increasingly diversifying their investment to advanced countries such

as Europe and the U.S.

Europe

The coefficient of Singapore’s direct investment in Europe was insignificant due to
the relative low level of FDI and rate of return. Again, this shows that Singapore
firms do not possess ownership specific advantages, but also lack financial resources,
market intelligence, manpower to manage and control long distance projects, and the
experience. In 1981, of the overall total 2,290 Singapore companies established
abroad only 30 (3 per cent of overall total) were located in Europe, with the United
Kingdom having 20 per cent (2 per cent of overall total), due mainly to historical

colonial ties, familiarities in language, culture, and business environment; 7 per cent

* Lee Tsao Yuan (1992), op. cit, p. 11.

m

Ibid.

192



(0.7 per cent of overall total) in Netherlands, 3 (0.3 per cent of overall total) in other
European countries mainly in France and Germany. By the end of 1990, the number
increased to 113 (5 per cent of overall total) of the total, 63 (3 per cent) were located
in the United Kingdom, 12 (0.5 per cent of overall total) in Germany, 20 (0.9 per
cent) in the Netherlands, and 18 (0.7 per cent of overall total) in other countries in
Europe.

In general, the main attraction of Singapore’s FDI in Europe was as a result of the
fear that post-1992 EC, will mean a "Fortress Europe", in which exports will no longer
act as the best alternative to direct investment™. With a population of 325 million
people, compared with 246 million in the US and 123 million in Japan, the EC post-
1992 will be a large, wealthy marketplace offering considerable growth potential as
the internal frontiers in which the free movement of goods, persons, services and
capital is ensured. In other words, the sheer size and scope of the European Market
and the fear of ultimate protectionism, have been the prime motives for Singapore

firms with aspirations towards globalisation to invest in Europe.

However, there is little information on Singapore firms in Europe. Among the few
firms that have managed to invest in Europe, include the Singapore Food Technologies

(SFI), which bought a 20 per cent stake in a British food company in a deal which

This fear the of Single Market has been explained by Development Bank of Singapore
(1989), An Integrated European Market in 1992: Implications for Singapore,
Singapore: DBS Bank; Lee (Tsao) Yuan (1990), "EC-1992: The Perspective of the
Asian NIEs", Paper prepared for a conference on The EC After 1992: Perspective
from the Outside, by University of Basel; Probert, Jocelyn (1991), op. cit.; Lall, S.
op. cit.; Tan Loong-Hoe (1992), "Single European Market in 1992: Implications and
Responses from Singapore", paper presented at Colloquium on ASEAN and Europe
1992, Kuala Lumpur; Chaponniere, Rean-Raphael (1992), op. cit.

193



4.4.5.

also gives it the options to fully owned the firm by the end of 1994. Under the deal,
SFI - a member of the Singapore Technologies Industrial Corporation - and another
local company, Novo Technology Development (NTD), have together combined
resources to enable them to competitive in Europe and at the same time increased their

market share and gain access to market intelligence.

North America

A major attraction of Singapore’s direct investment in the U.S in particular, was the
relative high rate of return. In addition, Singapore firms invested in the country
because of the fear of the North American Free Trade (NAFTA). As at 1981, there
were 46 (2.8 per cent) established Singapore companies in the US, worth S$31.8
million (1.9 per cent). By the end of 1990, the number of established companics nad
increased to 86 (3.8 per cent), worth S$331 million (4.4 per cent). With the exception
of 1989, where an extraordinary investment was made in real estate, including a
sizeable one in California by the government, the late-1980s generally experiepced low
FDI from Singapore investors™. This was due to the sluggish US economy and the
general down-trend of the world economic conditions. However, by the end of 1989,
one-fifth of Singapore direct investment in the US has been in the manufacturing and

over 20 per cent in 1990, mostly in the primary and fabricated metals and machinery,

chemicals, food processing and electronics.

™ Singapore Business, Global Opportunities, September 1989, p. 48.
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Among the many projects that are in operation is that of Yeo Hiap Seng’s US$52
million joint purchase (with Temasek Holdings) of American Canned Oriental food
maker, Chun King®. Tee Yih Jia bought a US oriental food company in May 1988
and made its way into the American market via a ready-made distribution network.
In May 1991, Leo Sakata electronics, a local electronics firm set up a joint venture
plant with Earnway Industries (Canada), worth S$4.5 million in Canada. Based at
Thunder Bay, Ontario, the plant is expected to serve the US market which is already

the firms biggest export market™,

Although Singapore’s global investment is not evenly distributed, its existing pattern
reflects the sorts of investment that is being carried out and the motivation for them.
As is been earlier discussed, the bulk of the investment in Asia shows the intensity of
labour-demanding activities that have been relocated from Singapore. The investment
in Europe and America indicates the market elements of Singapore investment in the

last S years.

* Ibid.

* Ibid.
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4.5.

——

CONCLUSION

Having examined, in general, the extent and motivations of Singapore’s direct
investment overseas, it now appears that foreign investment by firms based in
Singapore will continue to grow into the year 2000. However, as compared to the
East Asian NIEs, Singapore firms will continue to increase their overseas investment
but not as much as Korean, Taiwanese or even Hong Kong firms. The major reason
for this is that Singapore depends heavily on FDI by TNCs themselves and as such
may want to continue to up-grade its local infrastructure and other facilities which
may lead to a slow down in overseas investment. Also, that the local firms are not
as strong as Korean or Taiwanese firms who because of the government backing will

continue to venture abroad into the foreseeable future.

As for the East Asian NIEs as a whole, FDI outflow will continue to grow in the
1990s. This assertion is based on the facts that the factors that caused the NIEs’s FDI
to rise dramatically in the past decade are still present and, if anything, growing
stronger”. However, Korea is expected to lead the "new FDI" in the region because
of its concentrated and advanced industrial structure, with the "chaebol" able to muster
vast resources and deploy a range of sophisticated technologies. The main attraction
of this new FDI in Asia region in particular, will not be so much cheap labour per se,
but rather promising domestic markets and availability of natural resources. Much of
Taiwanese FDI on the other hand, will depend on the ability of domestic enterprises

to up-grade and the effectiveness of support provided by the government. Most of the

@7

Lall, Sanjaya (1992), op. cit., pp. 23-24.
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investment will be in China even though there is no official approval from the

Taiwanese government for such investment.

However, it is evident from this chapter that as the Singapore government changes the
country’s comparative advantage, firms that are unable to adjust to the new policy will
relocate to countries whose comparative advantage are in line with their production
technique. It then follows that Singapore’s investment abroad is not due to ownership
advantages but loss of comparative advantage. The loss of comparative advantage in
Singapore can also be empirically tested through the desire of firms to invest in

countries other than Singapore. This is what I turn to next.

197



Chapter 5

EMPIRICAL FINDINGS: TESTING FOR FDI MOTIVATIONS

ABSTRACT

This chapter is based on four main propositions. Firstly, the proposition
that indigenous firms are relatively smaller in size and as such are more
likely to invest in minority ventures overseas than foreign subsidiaries
based in Singapore. Secondly, there is a correspondence between foreign
and local firms overseas investment decisions. Thirdly, that indigenous
firms are relatively more influenced by cultural, language, and religious
values than foreign TNCs in their choice for FDI location. Fourthly,
Singapore based firms invest overseas because of the relatively cheaper
factor prices. All tests are based entirely on fieldwork data collected in
Singapore between June 1992 to January 1993. In addition, two firms
were undertaken as case studies. It is concluded that a firm’s subjective
conditions for FDI is just as important as objective motivation for
international capital.
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5.1.

INTRODUCTION

The primary objective of the fieldwork in Singapore was to examine what influences
a firm’s initial decision to engage in outward direct investment from Singapore. More
specifically, the fieldwork was undertaken to determine factors that motivate firms to
invest abroad and whether foreign and local firms behaved in similar manners. Thus,
the fieldwork survey was to examine subjective or behaviourial variables which

influence firms decisions to carry out FDI*,

As noted in chapters 2 and 4, the neoclassical production and investment theory
traditionally ignores the use of subjective variables to determine the flow of FDI. The
theory claims that a firm’s foreign investment can only be explained through objective
conditions of relative profitability for capital as determined by market forces and
economic theories. The rejection of subjective aspects of firms’ decisions by
neoclassical theory not only damages theories which purport to explain realistic
investment, but also empirical evidence which seeks to explain firms behaviour, as
human beings, to be equally affected in their decision-making by subjective
preferences®. As pointed out by Richardson, the importance of these subjective
variables is at an apex of a structure of a series of discrete (non-incremental)

investment decisions such as that to go abroad, where the structure of a firm’s

ue

Richardson, J. D. (1971), "On ‘Going Abroad’: The Firm’s Initial Foreign Investment
Decision", Quarterly Review of Economics and Business, 11 (4), pp. 7-22.

Ibid.
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operations is changed noticeably in a very short period of time™. However, as it is
argued later, subjective factors for FDI are as equally important as objective conditions

for capital.

52. FIELDWORK SURVEY

5.2.1. Survey Methodology

Questionnaire Design

The methodology used in collecting the primary data involved an initial questionnaire,
followed by telephone calls, fax, and face-to-face interviews. The survey questions™
were designed after an initial study of the country and discussion with some academic
staff at the National University of Singapore (NUS), Nanyang Technological
University (NTU), and Singapore Manufacturers Association (SMA). The fieldwork
itself was conducted mainly in Singapore, but supplemented by several visits to Johor
state in Malaysia, and Indonesia’s Batam island because of the growth triangle

initiative.

’“’ Ibid.

Questionnaire in Appendix Section.
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Characteristics of Firms/Ownership

The firms surveyed were selected on random basis using three important Singapore
directories: the Tradelink 1991/2, published by the SMA; Singapore Manufacturers
and Products Directory 1990, published by Department of Statistics; and the Directory
of Singapore Exporters 1990, compiled and published by MSA Trade Services
Company. Questionnaire was sent to 100 firms out of 250 firms in the above-
mentioned directories. Out of 30 industrial classifications, the survey focused on 8
manufacturing industries (textiles and garments, footwear and leather, food and
beverages, tobacco, fabricated metal and machine tools, electronics products and
components, chemicals, and wood and furniture). These were particularly chosen
because of their sensitivity to labour supply, costs and government industrial policies.
However, companies surveyed were asked to rank their response to each facfor

between 1 and 10, where the rank ordering was in a decreasing order of importance.

A total of 64 companies responded™ Of this total, 4 firms were in the process of
completing an agreement and/or signed for an overseas project. However, in
summarising the result, we have included the 4 companies, as their pattern of response

was in line with those firms that were already investing overseas.

The response was very good (considering the difficulties in convincing most of the
company directors that the survey was only for an academic exercise).
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Table 5.1. Singapore: Total Respondents by Manufacturing Industries

Type of Industry Industrial Code*  Foreign' Local’ Total
I Food & Beverages 311/3 2 4 6
I Textiles & Garments 321 18 18
1 Footwear & Leather 323/4 1 6 7
IV Tobacco 314 3 2 5
\Y, Fabricated Metal & 381 7 2 9
Machine Tools
VI Electrical and 384 9 1 10
Electronics
VIIT  Wood & Furniture 331/2 1 4 5
VIII Chemicals 351/2 4 4
Total 27 37 64
Notes:

Include majority foreign owned companies.
Include majority local owned companies
* Industrial classification according to Singapore Industrial Classification 1990.

All state corporations and state-linked companies declined interview and refused to
participate in the survey. As shown in table 5.1 above, which present a breakdown
of responding firms by manufacturing sector, 37 of the total respondents (64) were

local firms and 27 were foreign subsidiaries in Singapore.
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Size of Firms

Over 50 per cent of the companies surveyed were established before 1975, 35 per cent
between 1975-85, and 15 per cent after 1985. Of the 37 local owned companies who
responded, 80 per cent were established before 1982. Table 5.2. below shows the size
of firms by industry. About 42 per cent of the respondents had a total number of
employees between 1-100. More than 32 per cent of the companies had a labour force

between 101-200 and only 3 per cent had workforce of 301 and over.

Table 5.2. Singapore: Size of Firms Surveyed

Number of I' 11 111 v \% VI VII VI Total
Employees
1-100 4 10 7 3 1 2 27
101 - 200 2 6 2 4 3 3 1 21
201 - 300 2 4 5 2 13
301 - 400 2 1 3
401 and over 0
Total 6 18 7 5 9 10 5 4 64
Note: See table 5.1 for corresponding classification.

The Size of Investment Flow

Table 5.3 shows that 53% of the firms surveyed have an investment less than S$20
million. Less than 13% had an investment between $21 - $40m and less than 20%
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had invested more than $41m. Table 5.4 shows the strategy in which Singapore firms

investment overseas. Over 48 per cent of the companies surveyed indicated that they

have joint venture projects overseas.

Table 5.3. Singapore: Size of Respondents Overseas Engagements by
Industry

Investment Flow I II I Iv VvV VI VII  VIII Total

(S$M)
1-20 6 14 4 2 1 2 5 34
21 - 40 2 3 1 1 1 8
41 - 60 2 2 2 4 2 12
61 - 80 5 2 1 8
81 - 100 1 1 2
101 and over 0
Total 6 18 7 5 9 10 5 4 64
Note: See table 5.1 for corresponding classification.

Table 5.4. Singapore: International Direct Investment Strategy

Mode of I I 111 Iv. Vv VI VII VIII Total

Involvement

Joint Venture 6 6 1 1 5 6 5 2 31

Minority Stake 10 6 4 3 3 26

100% Equity 2 1 1 1 2 7

Others 0
Etal 6 18 7 5 9 10 5 4 64

Note: See table 5.1 for corresponding classification.
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5.2.2. Analysis of Findings

The analysis of the fieldwork data begins with the displays of the normal frequency
distribution and the ranking of variables as shown in tables 5.5 and 5.6. The purpose
for the distribution was to see the normal disparity of the mean scores and standard
deviation of all the factors for foreign and local firms. The variations between foreign
and local mean scores shows the relative importance of each of the factors to an
investor. For instance, the push factor GSP has a mean score for local firms twice
that of foreign firms thus, indicating the relative importance of this factor to local
firms rating. Two factors account for the relatively importance of the GSP factor to
the local firms. Firstly, the GSP factor was the main channel for encouraging exports
by local firms to the USA and other industrialised countries. Secondly, the GSP
factor was means to overcome competition from the other Southeast Asian countries
who are producing the same kind of products. Likewise, the mean score for the
locational-induced factor SLCR for local firms is three times the corresponding rating
by foreign firms. The other reason for the descriptive presentation of the mean

distribution was to enable the proper use of the computed data to examine the various

propositions as is set out below.
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Table 5.5. Distribution of Push Factors for FDI by group of investors

All n= 64, Foreign n= 27, Local n= 37.

All Firms Foreign Firms Local Firms
Mean Stdv Mean Stdv Rank Mean Stdv Rank
GSP 2.297 2.454 1.480 0.640 10 2.890 3.060 9
ASD 4.672 1.968 5.300 2.150 5 4.220 1.720 7
GS 1.703 0.728 1.850 0.600 9 1.590 0.800 10
HOC 5.078 1.954 4.560 1.970 7 5.460 1.880 6
DPR 3.219 1.750 2.560 1.530 8 3.700 1.760 8
HLRC 8.047 1.527 8.000 1.240 3 8.080 1.720 3
HLC 8.578 1.366 8.670 1.360 1 8.510 1.390 2
LDM 6.141 2.468 5.040 2.410 6 6.950 2210 4
GIRS 6.406 1.561 6.590 1.530 4 6.270 1.590 5
LS 8.828 1.254 8.410 1.450 2 9.140 1.000 1

Notes:

GSP Loss of General System of Preference status

ASD Appreciating Singapore Dollar

GS Government Support

HOC High Operating Costs

DPR Diversification of Products/Risks

HLRC High Land/Rent Costs

HLC High Labour Costs

LDM Limited Domestic Market

GIRS Government Industrial Restructuring Strategy

LS Labour Shortage
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Table 5.6. Distribution of Pull Factors for FDI by group of investors

All n= 64, Foreign n= 27, Local n= 37.

All Firms Foreign F ins Local Firms
Mean Stdv Mean Stdv Rank Mean Stdv Rank
TAX 3813 2.513 2930 2.300 8 4.000 2.740 8
FIC 4.547 2329 4.000 2.420 7 4.950 2.210 7
B 3.469 2.456 2.740 1.810 10 4.000 2.740 9
PTS 5.203 1.945 4.560 2.010 6 5.680 1.780 5
Gl 4,625 2.800 6.220 2.100 5 3.460 1.850 10
SLCR 5.609 3.053 2.850 1.830 9 7.620 2.000 3
ACL 8.047 1.527 8.560 1.220 1 7.680 1.630 2
CLR 6.922 1.986 7.370 1.860 2 6.590 2.030 4
LM 6.156 2.191 6.960 2.520 4 5.570 1.720 6
PS 7.516 2.024 7.110 2.150 3 7.810 1.900 1
Notes:
TAX Tax Incentives
FIC Favourable Investment Climate
TB Trade Barriers/ Market Protection
PTS Proximity to Singapore
GI Good Infrastructure
SLCR Shared Language, Cultural & Religion
ACL Availability of Cheap Labour
CLR Cheap Land & Raw Materials
LM Large Market
PS Political Stability
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Proposition 1

The main purpose of the first proposition was to empirically examine two major
claims in FDI literature. Firstly, the claim that investing abroad entails a large initial
cost of search and investigation and as such, overseas direct investment will be carried
by large and/or oligopolistic firms. Secondly, the claim that small firms normally will
seek to invest in joint or minority ventures rather than 100 per cent ownership as is
the case with large firms. In both tests, I have substituted Kojima’s methodology of

"large" for foreign subsidiaries and "small" for local firms.

Tables 5.7 displays the percentage distribution and actual values of the proportion of
firms size in each category. To determine whether or not there is a relative difference
between foreign TNC subsidiaries and indigenous firms, one compares the actual
and/or the percentage (figures in parenthesis) mean values of one group against the
other. For instance, the expected and observed mean values of all firms with workers
less than 100 shows that local firms have relatively the highest mean scores of 23 and
62. In fact, the percentage mean value for local firms is four-times the corresponding
mean value for foreign TNCs in Singapore. On the other hand, the number of foreign

TNCs employing more than 100 workers is twice that of local firms.

On the other hand, table 5.8 shows the difference between foreign and local firms

investment strategy abroad.

208



Cross-Tabulation of Expected and Actual Values of the Proportion of
Firms in each Category

Table 5.7 Firms Size (Foreign and Local)

Size (Employment) Foreign Local Total
1-100 4 23 27
(14.8) (62.2) (42.2)
101 - 200 14 7 21
(51.9) (18.9) (32.8)
201 - 300 7 6 13
(25.9) (16.2) (20.3)
301 - 400 2 1 3
(7.4) (2.7) 4.7)
Total 27 37 64
(42.2) (57.8) (100)
Chi-Square (X°) Value df p-value
14.91561 3 0.00189"
Tabic 8.8 Slrategy (Forzign and Laecal)
Strategy Foreign Local Total
Joint Venture 17 14 31
(63) (37.8) (48.4)
Minority Stake 6 20 26
(22.2) (54.1) (40.6)
100% Ownership 4 3 7
(14.8) (8.1) (10.9)
Total 27 37 64
(42.2) (57.8) (100)
Chi-Square (X?) Value df p-value
6.56953 2 0.03745°
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In joint venture projects abroad, foreign firms (63) has the highest proportion of
activities as compared to local firms (38). Local firms (54) adopts more minority

strategy than foreign corporations (22)

The X° value shows that the mean distribution of each group of investor is
significantly different from each other at 99 per cent confidence level. Thus, it is
reasonable to conclude that foreign TNCs and local firms are significantly different
in size. In other words, the result supports the first claim that local firms are
relatively smaller in size than foreign TNCs in Singapore. As noted in chapter 2, two
major factors accounted for the relatively small size of local firms in Singapore™.
Firstly, the Singapore government has been employing a deliberate strategy of relying
on development based entirely on foreign direct investment by TNCs to lead the
economy into advanced technology, without providing specific promotion for local
entrepreneurs to develop advanced technology. Secondly, local entrepreneurs have
traditionally been seen by the state as inexperienced and mostly in low value-added
activities and as such may not been able to sustain future growth. According to Lall,
it is the combined effect of these two factors which relatively weakens and steadily

declines the role of local entrepreneurship as reflected in their size™.

Theoretically, the result of the first claim produces a mixed result. On the one hand,

the result supports Cave’s claim that investing abroad requires an initial large cost of

o

Lall, Sanjaya (1991), op. cit., p. 21.

Ibid.
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search and investigation which is mostly appropriate for large firms™. As noted in
the theoretical chapter, this line of argument has been the premise of existing literature
on FDI, which claims that investing firms must possess intangible capital to invest
overseas. As pointed out by Lall, the possession of intangible capital for FDI was not
only peculiar to TNCs from the DCs, but also TNCs from LDCs™. According to
Lall, there are five ways LDC firms can possess ownership advantages for FDI.
Firstly, TNCs from LDCs have specific advantage in technical knowledge which is
localised around a completely different set of production techniques from that of the
DCs, and more relevant to factor price and quality conditions in other LDCs”.
Secondly, the product may be specific to third world conditions, or adapted in such
a way that many of the "frills" (or high-performance, luxury characteristics) are
dropped while retaining its essential functions. Thirdly, third world firms may possess
technological advantages not merely because their processes and products are better
adapted to local factors prices, factor quality, and demand conditions. Fourthly, third
world firms may develop differentiated consumer products which compete with
branded products of DC TNCs. Finally, all these advantages may be strengthened by
the ability to function better in the environment of other LDCs™. Although the
argument was not whether firms from LDCs possess intangible assets or not, the
question was whether the size of a firm has a significant influence towards its decision

to invest abroad. As has been argued by Chung, the possession of intangible assets

Caves, R. E. (1971), op. cit., pp. 1-27.

Lall, Sanjaya (1983), The New Multinationals: The Spread of Third World
Enterprises, Singapore: John Wiley, p. 6.

Ibid.

Ibid.
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can lead to the mistaken belief that only large firms carry out FDI*.

On the other hand, the result supports Kojima’s claim of clear distinction of local and
foreign firms size. That is, local firms are relatively small in size than foreign firms.
However, the result does not support Kojima’s claim that FDI by local firms are
macroeconomic while FDI by large firms microeconomic. The second tabulation
results shows than the mean scores of strategy adopted by foreign and local firms are
significantly different at 95 per cent confidence level. By implication, the result
supports the claim that small firms, because of their relative size and inexperience in
overseas projects will be in minority ventures rather than foreign firms. The results
do not support Kojima’s claim that large firms normally invest only in 100 per cent
ventures because of their size. Instead, the result shows that foreign firms would
prefer joint ventures than minority projects overseas. One possible explanation why
the cross-tabulation results did not support Kojima's ciaim is inai Kojiiia’s Origiiia
work was on the distinction between American TNCs and Japanese firms. In this
case, I have substituted American TNCs for foreign subsidiaries and Japanese firms
for local investors. Usually, foreign subsidiaries would not have the autonomous
power to decide on whether to invest in joint or 100 per cent ventures. Depending on
the nature and the size of the commitment and the internal policies of the firm, the
final official decision-making body is either the officers of the division in which the

subsidiary is located or the board of directors of the entire corporation®. However,

Lee, H. Chung (1984), op. cit., pp. 713-23.

Goodman, Louis W. (1987), Small Nations, Giant Firms, London: Holmes & Meier,
chapter 4.
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since the distinction in the thesis was on foreign subsidiaries and local firms it is
possible that the decision to invest abroad did not come from the Head Office. Thus,
Kojima’s distinction of large and small firms could not be directly measured and the
second claim cannot hold. However, it is argued that small firms will undertake
minority stake venture abroad because of the financial, management and technical

resource constraints which confront them.

Proposition 2

The aim of the second proposition was to empirically determine whether or not there
is a significant difference between foreign and local investment decisions. As shown
in tables 5.9 and 5.10, this empirical test is based on Spearman’s rank correlation

coefficient.
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Table 5.9. Spearman’s Rank Correlation Coefficient for Push Factors by
Foreign and Local Firms

Factors Foreign Rank Local Rank d &
GSP 10 9 1 1
ASD 5 7 2 4
GS 9 10 L .
HOC 7 6 1 1
DPR 8 8 0 0
HLRC 3 3 0 0
HILC 1 2 1 1
LDM 6 4 2 4
GIRS 4 5 1 1
IS 2 1 1 1
Notes:  Spearman’s r = 1- 6 Xd2 = 0,915
n (n*)

The significance of the Spearman’s test is determined when r is near 1 or equals 1.

Table 5.10. Spearman’s Rank Correlation Coefficient for Pull Factors by
Foreign and Loeg! Firms

Factors Foreign Rank Local Rank d d’
TAX 8 8 0 0
FIC 7 7 0 0
8 10 9 1 1
PTS 6 5 1 1
Gl 5 10 5 25
SLCR 9 3 6 36
ACL 1 2 1 1
CLR 2 4 2 4
IM 4 6 2 4
Ps 3 1 2 4

Note: Spearman’s r = 0.539



Surprisingly, the Spearman’s rank result shows that there is a strong correlation
between foreign and local push factors for FDI and a relatively weak correlation of
the choice for the locational decisions. The weak correlation of the pull variables
indicates the significant difference between the way foreign and local firms choose
their investment locations. For instance, a great majority of the local firms are owned
by Chinese. By implication, this means that the Chinese investors will prefer to
choose locations that have a shared language, culture and religion. This is also
predominantly the case for Hong Kong and Taiwan indigenous firms™. The history
of this "Chinese connection” can be traced back to two distinct series of events. First,
many Chinese fled the poverty and political convulsions of the Manchu Empire in the
nineteenth century, establishing large settler communities throughout the Pacific Asian
region. Intent on an eventual return to China, these groups were loath to invest their
capital in the country. Secondly, these communities were augmented by many groups
who fled from 1949 revolution in China to Hong Kong, 'Taiwan and Singapore and
countries further afield®. Thus, the pull factor SLCR will be more significantly
important to local Chinese firms than foreign subsidiaries who would probably base
their locational choice more fully on market and economic reasons as is in the next

test.

30t

Mirza, Hafiz (1989), "The Strategy of Pacific Asian Multinationals", in Peter J.
Buckley (ed.), The Multinational Enterprise: Theory and Applications, London:
MacMillan. Also see Lim Mab Hui (1979), Ownership and Control of the One
Hundred Largest Corporations in Malaysia, Oxford: Oxford University Press;
Goldberg, A. (1985), The Chinese Connection: Getting Plugged into Ri.m Real
Estate, Trade and Capital Markets, Vancouver: University of British Columbia Press.

Mirza, Hafiz (1989), op. cit., p. 237.
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Proposition 3

The main objective of this empirical test was to investigate how significant the
identified variables will be to foreign TNCs and local firms. The technique used is
the Student two-tailed t-test with 62 degrees of freedom (df). The pooled and separate
variance estimates show the average each standard deviation and the difference in the
mean distribution for foreign and local firms respectively. For instance, the results in
table 5.11 shows that there is no significant difference between the amount of
investment carried out by foreign and local firms. However, the result shows that the
push variables GSP, LS, DPR, and LDM were more highly significant for local firms

than foreign subsidiaries.
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Table 5.11. Student t-test of Investment, Push and Pull Factors by Ownership

Investment GSP ASD GS HOC DPR HLRC HLC LDM GIRS Ls
Foreign 27 27 27 27 27 27 27 27 27 27 27
Mean 313333 1.4815 5.2963 1.8519 45556 2.5556 8.0000 8.6667 5.0370 6.5926 8.4074
Stdev 32.309 0.643 2.145 0.602 1.958 1.528 1.240 1.359 2.410 1.526 1.448
Local 37 37 37 37 37 37 37 37 37 37 37
Mean 30.8649 2.8919 42162 1.5946 54555 37027 8.0811 8.5135 6.9459 6.2703 9.1351
Stdev 25971 3.062 1.718 0.798 1.650 1.762 1722 1.387 2.210 1.592 1.004
t-ratio/Pooled 0.949 0.022 0.029 0.164 0.7 0.009 0.836 0.661 0.002 0.419 0.021
Variance (.06) 235y (2.24y (1.41) (1.75) @72y (21) (.44) (3.28)" (.81) 238y
t-ratio/Separate 0.951 0.010 0.036 0.146 0.70 0.007 0.827 0.661 0.002 0.416 0.030
Variance (.06) (2.72y (2.16) (1.47) (1.5) (2.78)" (:22) (:44) (3.24) (.82) 25y
TAX FIC TB PTS Gl SLCR ACL CLR LM PS
Foreign 27 27 27 27 27 27 27 27 27 27
Mean 2.9259 4.0000 2.7407 45556 £.2222 2.8519 8.5556 73704 6.9630 7.1111
Stdev 2303 2.418 1.810 2.006 2.100 1.834 1.219 1.864 2519 2.154
Local 37 37 37 37 37 37 37 37 37 37
Mean 4.4595 4.9459 4.0000 5.6757 5.4595 7.6216 7.6757 6.5946 5.5676 7.8108
Stdev 2.490 2210 2.739 1.780 1.850 2.005 1.634 2.034 1.725 1.898
t-ratio/Pooled 0.015 0.109 0.042 0.022 0.000 0.000 0.022 0.124 0.011 0.174
Variance @251y (1.63) (2.08y (2.36Y (5.57)" (9.74)" (2.36) (1.56) (2.63)" (1.38)
t-ratio/Separate 0.014 0.115 0.031 0.025 0.000 0.000 0.016 0.119 0.017 0.183
Variance (2.54y (1.60) 21y 231y (5.46)" (9.88)" 247y (1.58) (2.48)" (1.35)
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This is because the variable GSP was a US eligibility to import goods such as textiles
and garments to the US market. The loss of the status in 1989 by Singapore resulted
in the loss of special privilege of the local firms right to import goods into US
markets and led to the relocation of local firms to countries who were still eligible for

the US import quota.

Similarly, the significance of LS variable to local firms imply that the high-wage cost
introduced between 1979-84, and the chronic labour shortage led to industrial the

relocation of these firms between 1985-90.

On the other hand, the variable ASD was more significant for foreign than local firms.
The reason for this is that the appreciating Singapore dollar, coupled with the high-
wage costs, makes exports of foreign TNCs highly uncompetitive abroad. Thus, the
relocation of foreign TNCs to neighbouring countries was in search of low cost
countries. The Student t-test results supported Kojima’s theory which claims that
subjective conditions such as ASD, LS LDM are all important to industries’
comparative advantage in the world market. As such, firms will relocate abroad if
they are losing comparative advantage at home to countries who are gaining
comparative advantage. Again, Kojima’s claim that FDI by small firms are
macroeconomic while FDI by large firms are microeconomic is not supported. The
Student t-test however shows that both firms were motivated by similar push factors
as confirmed in the Spearman’s rank correlation. The pull factors however varies

quite significantly between foreign and local firms. For instance, the variable LM is

highly significant to foreign firms.
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Theoretically, this implies the LM factor is a major determinant for foreign TNCs
locational choice. The result is also in line with existing literature on the importance
of LM variable to foreign TNCs™. Recent work by Papanastassiou and Pearce shows
that there is a correlation between the distribution of UK’s manufacturing activities
and GNP per capita™. Similarly, research by Root and Ahmed in 1979 argued that
the geographical distribution of FDI in developing countries was significant to the rate

of growth of GDP™.

The major problem with market size theory is that the method for measuring a
country’s market size rests solely on GDP or GNP per capita. The use of GDP and

GNP per capita figures to measure a country’s market size can be misleading in the

The following are some of the eariy studies that have either shown supports or rejects
this rational: Reuber et al (1973), Private Foreign Investment in Development,
Oxford: Clarendon Press; Scaperlanda, Anthony E. and Mauer, Lawrence J. (1969),
‘The Determinants of US Direct Investment in the EEC’, The American Economic
Review, 59 (2), pp. 558-68; Schmitz, Andrew and Bieri, Jurg (1972), ‘EEC Tariffs
and US Direct Investment’, European Economic Review, 3 (1), PP. 259-70; Bandera,
Valdimir N. and White, Joseph T. (1968), ‘US Direct Investments and Domestic
Markets in Europe’, Economia Internazionale, 21 (2), pp. 117-33; Kwack, Sung Y.
(1972), ‘A Model of US Direct Investment Abroad: A Neoclassical Approach’,
Western Economic Journal, 10 (4), pp. 373-83; Stevens, Guy V. G. (1969), US
Direct Manufacturing Investment to Latin America: Some Economic and Polifical
Determinants, (mimeographed, June).

Pearce R. D. (1989), The Internationalisation of Sales by Leading Enterprises: Some
Firm, Industry and Country Determinants, University of Reading, Discussion papers
in International Investment and Business Studies, Series B, no. 135; Papanastassiou,
M and R. D. Pearce (1990), "Host Country Characteristics and the Sourcing Behavi01.1r
of UK Manufacturing Industry", University of Reading, Discussion papers in
International Investment and Business Studies, Series B, no. 140.

Root, F. R. and Ahmed, A. A. (1979), "Empirical Determinants of Manufacturing
Direct Foreign Investment in Developing Countries", Development and Cultural

Change, 27 (4), pp. 751-67.

219



sense that a small country such as Singapore with a high GNP per capita of over
US$12,000 may be more attractive than the neighbouring Malaysia where GNP per
capita is just US$2,320 much lower but population of over 18 million compared to
Singapore with 3 million. Though Singapore has a much higher GNP per capita as
in 1990, its total GNP which should also reflect the total market size if the above
hypothesis is to be followed strictly, is lower than that of Malaysia with lower GNP

per capita for the same year.

The other problem with the use of LM factor as a country specific determinant FDI
is that the factor is not applicable to every kind of industries. While the factor may
be applicable to car manufacturers for instance, it is not important to industries such
as electronics and electrical firms, textiles and garment, wood and furniture whose

output can be exported easily.

Also, the factors TAX, TB and SLCR were highly significant for local firms. The
importance of TAX to the local firms is due mainly to the fact that it replaces the
disadvantage this firms have to face in Singapore. In other words, the variable TAX
gives the local firms the edge of being able to produce in the host country market.
However, the significance of the TB variable contradicts Kojima’s model which claims
that large firms invest abroad because of the fear of protectionism. Here, the result

indicates that local as well as foreign firms were investing abroad because of the fear

of trade barriers.
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Proposition 4

The last empirical test is based on stepwise multiple regression of investment, as the
dependent variables and the push and pull factors for FDI as the independent
variables. Because it is a stepwise regression, variables which are not Significant are

not included in the results.

Table 5.12. Stepwise Multiple Regression

Dependent Variable: Investment
Independent Variables: Push and Pull factors
All: n= 64; Foreign: n= 27; Local: n= 37.

R CLR ACL GSP LDM PTS p-value

step 1 11.8 5.227830 .0032"
(3.072)"

step 2 176 5.67420 4.990998 .0239°
(3.427) (2.316)

step 3 21.5 6.019776 4.524603 2.636774 0498°
(oo (212gY .oy

step 4 26.1 6.765089 5364511 2.803708 2.830906 0337
(4.191y (2.567) (2.190y° (2.174y

step 33.7 7.209089 4.689030 2.921883 4.388477 4.691490 0073"
(4.688)" (2.351) (2.408)° (3.239)" (2.782)

Table 5.13. Stepwise Multiple Regression for Foreign Firms

n=27
R’ LDM 1S ACL p-value

step 1 25.6 7.158489 0041~
(3.157y"

step 2 34.4 8.237062 7.605993 .0478'
(3.759) (2.086)

step 3 443 8.600762 9.183792 5.139418 .0313%°
(4.246)" (2.678)" (2.293)
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Table 5.14. Stepwise Multiple Regression for Local Firms

n=37
R* HLRC LS SLCR ASD ACL p-value

step 1 26.3 8.031392 0007"
(3.722)"

step 2 36.4 7.584888 8.818469 .0152°
(3.769)" (2.556)

step 3 49.5 13.520066 10.911258 7.155176 .0036~
(5.188)" (3.469)” (3.138)"

step 4 54.8 13.217712 10.484869 7.286976 3.761773 L0353+
(5.350)" (3.515) (2.198y (2.198)

step 5 58.8 12.766078 10.077183 7.452817 3.902466 3.5402570 .0499°
(5.393)" (3.532)" (3.616)" (2.389) (2.389)

The purpose of this test was to examine which of the variables were the most
important for both foreign and local firms decision to invest abroad. The results are
contained in tables 5.12 - 5.14. Values of the adjusted R’ in the regression are
relatively low. However, the result shows the coefficients of CLR, ACL, GSP, LDM
and PTS variables to be significant for both foreign and local firms. However, when
the data were tested for individual) group of investors, three coefficients were
significant for foreign firms and five for local firms. Foreign subsidiaries particularly,
considered LM, LS and ACL as the most significant variables for their FDI. In the
case of local firms, HLRC, LS, SLCR, HLC and ACL emerged as the most important
factors for investment decision abroad. The significance of LS, HLRC, HLC and
ACL between foreign TNCs and local firms shows the sensitivity of Singapore based
firms to factor costs. Most especially, the factors LS, HLRC and HLC have been the
main push for FDI by firms based in Singapore. Thus, it is reasonable to conclude
that the relocation of industrial capital abroad by firms based in Singapore is due to

Singapore’s loss of comparative advantage in factor prices. As noted in the stepwise
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regression, Singapore based firms are relocating to countries who are gaining
comparative advantage in factor costs. Thus, it can be said that the result of the

stepwise multiple regression supports the last proposition.

In general, the results of the four propositions indicate the significance of subjective
conditions as major determinants of a firm’s initial decision to invest abroad. Also,
it shows that a firm’s FDI does not depend on the firm’s size. Furthermore, the
empirical tests show that there is a correspondence between the motivations for

foreign and local overseas investment decisions.

These general conclusions of the empirical analysis are also reflected in the factual
accounts presented as case studies. The main purpose of the case studies was to
investigate factual accounts of why Singapore based firms invest abroad. Due to time
and financial constraints, two firms were interviewed. The first firm interviewed is
a wholly local-owned textile company, and the second firm is a wholly foreign
subsidiary based in Singapore. The results of the two firms are typical among
investing firms from Singapore, as the evidence given are similar to those of the
respondents in the survey. In other words, the conclusions from the two firms

interviewed below present a common phenomenon among the manufacturing industries

in Singapore.
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52.3. Case Study

5.2.3.1. Mido Textiles Limited™

Mido textiles limited is a family company registered in Singapore as wholly local-
owned. Like most of the local-owned firms in the textile industry, Mido Ltd began
its operation over 30 years ago with two brothers in a small shophouse in Singapore.
Today, the company is still wholly family local-owned by three Ng brothers:
Lawrence, Michael and Freddy. The industry is a highly competitive one. Most of
the competition is from the Hong Kong and China which has long tradition in the
production of textile garments followed by Sri Lanka, Malaysia, Indonesia, Thailand,
Bangladesh and recently Vietnam and Cambodia. The industry is highly dependent
on labour for production. Thus availability of cheap factor prices will enable a firm
in the industry to compete vigorously in the export markets. If located in a relatively
higher factor prices country, FDI will be seen as the most obvious strategy for
international competition. This is what the Mido strategy has been in the last ten
years. As at 1992, the company employed about 100 staff in Singapore and has an
annual turnover of S$19 million and group net assets in excess of S$10 million.
Encouraged by its success, the company now have a niche in the local fashion market
as the sole agent for China made woollen and mixed suiting. The firm is also one of

the leading importers-exporters and wholesalers of silk, cotton and synthetic fabrics.

" The interview was conducted with Mr. L. Ng, the Managing Director, Mido Textiles
office in Singapore, 4th of January, 1993.
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Its first silk shop outlet was established in 1976, known as the China Silk House, and
presently the company has over eight chain outlets. The company decided to invest
overseas in 1980 because of the government introduction of the high wage policy in
1979. In 1985, the company initiated a joint venture, Smart Garments Ltd, in Beijing,

China, and which it presently holds 50 per cent of the equity.

In 1987, the company, though in another venture, diversified into the travel industry.
Singa China Travel Service Pte Ltd was set up in Singapore together with Hong
Kong’s China Travel Service (one of the largest travel agents in the world) to cater
to the rapidly growing China tourism market. Mido Textiles owns 40 per cent of
Singa China Travel Service which handles international and inbound tours as well as
other travel related services. Furthermore, Mido Textiles through its wholly owned
subsidiary, Peing Hoe Pte Ltd, owns commercial, industrial and residential properties
in Singapore. It is also among the top 10 shareholders of the Industrial and
Commercial Bank of Singapore. While its lists of success goes on and on, the
question here is what activated its overseas direct investment in China, and, what were

the main reasons for recent diversifications.

Reasons for Investing Abroad

According to Mr. Lawrence Ng, managing director Mido Textiles in Singapore office,

the main push for:

our overseas direct investment in the 1980s and 90s includes high wage cost
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in Singapore, severe shortage of unskilled labour force due to the government
clampdown on importation of foreign workers, the loss of GSP status, rising
Singapore dollar which makes exports of textile materials to be expensive as
compared to other Asian countries, deliberate government policies to phase out
labour intensive industries, the introduction of quota system which have led to
dramatic loss of revenue, and the loss of Singapore’s competitiveness vis-a-vis

the East Asian NIEs and semi industrialising countries in Asia™.

In a separate interview with Mr. Patrick Lee, managing director of Sing Lun Pte Ltd,
another well known wholly local family textile company, agreed with Mr. Lawrence
Ng that "one of the greatest push for his company’s overseas direct investment has
been high costs of doing business in Singapore™®. He added, "that it is not only
wage cost that is high, but other costs which makes company operation in Singapore
expensive". The government, he explained instead of addressing the problem directly,
keeps talking of the industry needing to increase productivity. Accordingly,
in the textile and garment industry, productivity can only be increased to a
limit, as the industry’s production process is ever-changing due to the changing
world of fashion. By investing a huge sum of industrial capital in a particular
machine, in less than no time the machine will become obsolete as the
machine can no longer handle the new fashion. Thus, the industry requires

much labour force to handle some of the changing fashion techniques™.

n
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However, Mr Ng argued that if Singapore labour cost was not as high as it is today
and if Singapore had not lost its GSP status to Malaysia his company and many of the
firms in the industry would not have been investing overseas. The loss of the GSP
status has been one of the most significant setbacks for the industry. The GSP was
a scheme which allowed Singapore textiles firms to export all its output to America.
In its place was introduced the quota system. The new quota system allocates 75 per
cent of the year’s available quotas on past performance, the remaining 25 per cent is
rationed through an open bidding system. Because of the decision to auction the
additional quotas, profit margins of most of the industry manufacturers have been

eroded.

Reasons for Choosing Existing Investment Location

As pointed out by Mr. Ng, five reasons accounted for Mido’s investment in Malaysia
and China. First was the change of economic orientation in Malaysia from import-
substitution to export-led industrialisation and the open door policy in China. China

according to Mr. Ng, had been closed for so many years by the communist authority.

As soon as we were told that the doors were open to outsiders to invest, we
decided to invest because of other advantages that may come with it. The
country is reasonably stable politically and socially. For an investor like us

that is all we need™.

4th January, 1993.
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Secondly, "Malaysia and China are chosen because of the availability of cheap and
abundant labour supply". "Since we cannot produce in Singapore because of the high
wage cost and labour shortage, the relocation to Malaysia and China has been the best
alternative strategy as a company we could have made. Though it is difficult to find
experience workers in China, but we have been able to train the local labour to our

11311

own standards"’"'.

Thirdly,
the hugh domestic market was also important in our decision to invest in
China. China’s population is currently over 1 billion, and there is no company
that will not take the risk of investing over there. Without any export, the sale

in the domestic market is enough to repay your capital.

Fourthly, "the Chinese government encourages exports which not only generates
foreign exchange but also enables us to compete in the world market due to the cheap

labour and weaker currency".

Finally, Mido Textiles decided to invest in China because of the "Chinese connection.
Because of the shared language, culture and religion Singaporean Chinese firms feel

more comfortable to invest in China. The market is a little bit easier to understand

than Philippines or Middle East countries".

Ibid.
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Reasons for Diversification

Finally, Mr. Ng gave three reasons for his company’s investment diversification.
Firstly, Mr. Ng pointed out that:
it was because of uncertainties. Though we have relocated most of our
production to China due to the fact that it is cheaper to produce in China as
compared to Singapore, but there are still uncertainties which makes us to go

into properties, travel agents and other non related businesses.

Secondly, "we still want to have good solid ground in Singapore, so we have taken
the step by diversifying our resources to other businesses". Thirdly, "as a company
we are to make as much profit as we can. Thus, if we know of areas of business that
will generate profits to our company we cannot say because it is not related to our

business so lets hands off™.

Investment Strategy

The investment strategy used by the Mido Textiles involves a minority stake and
franchising in Malaysia, and a joint venture in China. As a family business, cash flow
is very limited and thus large projects would have to be in conjunction with a second
or third party. Sing Lun limited on the other hand, prefers wholly owned projects
rather than joint venture because of its experience in Bangladesh with a corrupted

partner in which the company had to lose millions of dollars. Mr. Lee argued that
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"though he is not against any joint venture but it’s got to be in an area you know very
well". However, Mr. Lee’s case also shows how typical some local firms can be
vulnerable overseas. Most Singaporean firms prefer especially to go into joint
ventures most especially, in markets they do not know so well. The main reason for
the minority stake is because of lack of financial resources, experience in foreign
investment and ownership advantages. The lack of ownership advantages is something
which contradicts the result of Lall and others who have studied FDI by third world
TNCs™. However, unlike the TNCs from Hong Kong, Brazil and India as quoted
by Lall to possess ownership advantages, firms from Singapore do not possess
advantages because of the relative weakness of these firms in the local economy. In
Hong Kong local and foreign firms are given an equal chance to compete for both
local and foreign markets. Moreover, Hong Kong entrepreneurs have longer history
than Singapore. In Singapore, foreign firms dominate the local production and

markets.

Lall, Sanjaya (1983), op. cit., chapter 1.

230



5232

Thomson Consumer Electronics®

Thomson Consumer Electronics is a French company subsidiary in Singapore. The
parent company in France has a total network of work force of over 28,000 in Asia
Pacific, 20,000 in Europe and 20,000 in the US. About half of its US$7 billion annual
turnover is generated in the US and the other half in Europe and Asia Pacific. Apart
from niche players, there are at present approximately 10 companies which dominate
the consumer electronics market in the world today. The company is fourth, after
Matsushita, Sony and Philips. As a TNC subsidiary in Singapore, the company has
over the years made extensive direct investment and expansion in production facilities
in Malaysia, Thailand, Indonesia, South Korea, China, Hong Kong and Taiwan, to
outbid its rivals. Thomson’s main product line includes the manufacturing of
televisions, video recorders as well as audio and communications products. Its
Singapore’s branch is the headquarters for Asia which involves R&D in three major
products audio, television and VCR, the provision of support and coordination in the

region.

The company first started its operations in Singapore in 1975. One of the key factors
that attracted the company to Singapore was the cheap labour cost, political stability,
incentives and potentials for higher profitability. But as Singapore begins to move
along the higher value added productivity curve with greater emphasis on capital

intensive industries the company has had to relocate its labour intensive plants to

30

The interview was conducted with Mr. Y. Mace, Vice-President, Human Resources,
Asia and Representative in Singapore, on 7th January, 1993.
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neighbouring countries such as Thailand and Indonesia. In general, the company
argues that its relocation of labour intensive plant from Singapore to other Asian
countries does not mean that Singapore is still not regarded as the best direct
investment site in Asia, but that Singapore is no longer seen as low cost production

site.

The main reasons for relocation to neighbouring countries is as a result of the
availability of cheap labour, land, material, domestic market, proximity to Singapore,
favourable investment climates, political stability and availability of infrastructure.
Like Mido textiles, Thomson electronics considers high money wage cost in
Singapore, and labour shortage to be the must significant push factors. This is a

conclusion that was reached in the stepwise multiple regression examined earlier.

Also, the results of the two case study reflected the role of the state in shaping
Singapore’s economic development. As noted in chapter 3, the state through its
industrial policy has shaped and redefined the country’s comparative advantage in the
international division of labour. The nature of the new division of labour between
Singapore and the host countries has been both competitive and complementary.
Complementarity in this sense that it enables Singapore to relocate its labour-
demanding firms to neighbouring countries. The example of this has been the case
of Thomson and Mido. Both firms have relocated labour-intensive production
facilities to neighbouring countries because of the relatively higher factor prices and

labour shortage.
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5.3.

CONCLUSION

The primary objective of this chapter has been to empirically establish four
propositions which governs the subjective behaviour of firms initial decision to invest
abroad. The first of the proposition was the argument that a firm’s size was a major
criteria for FDI. The X’ result presented above indicated that there was a significant
difference between foreign TNCs and local firms in Singapore. However, since both
group of investors were investing abroad, it was concluded that the size of a firm is
not a major determinant of why firms invest abroad but why they choose a particular
investment site or country. The Student t-test confirmed the fact that there was not
a significant difference between the pooled and separate variance between the amount
invested abroad by foreign and local firms. The second proposition examined the
difference between the motivating push and pull tactors tor toreign and local tirms.
It was found that there is a significant correspondence between foreign and local firms
push variables for investment abroad. Thirdly, the task was to establish empirically
the fact that some factors are more significant to foreign and/or local firms. The
Student t-test was used as the statistical technique and the result indicated that while
foreign firms based their locational investment choice on market-related variables,
local firms were more interested in cultural and language factors. Finally, the
empirical test was to investigate what will be considered as the most important factors
for FDI by sample firms. The result between foreign and local firms triggered the
importance of factor prices. Again, the conclusions of these propositions was reflected

in the case studies of a local and foreign firm based in Singapore.
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Chapter 6

CONCLUSION

ABSTRACT

The primary focus of this thesis has been to examine the main
determinants of FDI inflow and outflow in Singapore’s economy. The
empirical evidence presented in chapters 4 and 5 shows that a firm’s FDI
is determined by two sets of phenomena. Firstly, a firm’s FDI responds
to rate of return differentials between the investing and the recipient
countries. Secondly, a firm’s FDI is subject to desires which are
governed largely by government polzczes and firm’s motives not to invest

Lo doniesi 2 Eeoovovor 1t § wncludosd thet Lo wolds oF sho
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state has been a fundamental element to the Singapore’s economic
miracle. The state has been responsible for creating the initial
comparative advantage to attract FDI inflow and for restructuring the
economic for the relocation of labour-intensive industries abroad..
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6.1.

TWO AND THE HALF DECADES OF ECONOMIC SUCCESS

Singapore’s economic performance during the twenty-five years after its independence
(1965-90) is nothing short of extraordinary’. Using traditional economic measures,
Singapore’s economic growth rate of 8-10 per cent during 1965-92 period was the
highest in the world. Although there was some variation between sub-periods, the
high growth was achieved with relatively low inflation rate (CPI of 4.3 per cent
between 1965-90), and with very little borrowing from external financial sources™.
Unemployment, which was at its highest levels in the early 1950s and 1960s
(averaging 14 per cent), declined to 3-4 per cent in the 1970s, and 2.5 in the 1980s.
Furthermore, entrepot trade which accounted for over 70 per cent of GDP in the late
1950s, declined in real terms to less than 20 per cent, leaving the manufacturing,
construction, and financial sectors as the main pillars for sustainable growth in the

1980s.

The generally broader base of the economy to a degree insulated Singapore from the
1979-82 world recession. Even at the time the world was experiencing recession, the
Singapore government was still determined to continue with its industrial restructuring:
from labour-intensive to capital-intensive production. Overall, the high economic
growth and transformation achieved in the last two and the half decades has been
filtered down to the great majority of the population. This is reflected in the size of

home ownership. For instance, over 85 per cent of the population is housed in
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Castells, Manuel (1988), op. cit., p.1.

Ibid.
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6.2.

government flats, 70 per cent of them in home-ownership status. Primary education
is mandatory, universal and free, while secondary education is also generally provided
by the state™. In general, the educational system in Singapore is closely tied to the
needs of domestic and, most especially, foreign manufacturing concerns. For instance,
four main areas have been extensively developed in recent years: higher education,
where the emphasis has been on the production of engineering graduates; vocational
training, aimed primarily at school leavers; the Skills Development Fund which
reimburses employers for sponsoring training and the updating of skills; and the

training centres and units funded jointly by the EDB and various TNCs®.

SOURCES OF ECONOMIC SUCCESS

As noted in chapter 3, three major factors have contributed to the dramatic economic
performance in Singapore since 1965. The first main factor is the labour force. In
the 1960s when, unemployment averaged 9-14 per cent a year, and population grew
at 3.3 per cent, labour force participation was 42 per cent. However, as political
stability and the institutional apparatus of export-led manufacturing activities were in
place, unemployment during the late 1970s and 1980s, fell to an average rate of 3.2
per cent (mainly structural), and the rate of labour force participation increased to 64

per cent (largely as a result of women joining the labour market). As pointed out by

Bl
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Castells, Manuel (1988), op. cit., p. 2.

Dixon, Chris (1991), op. cit., pp. 162-236.
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Dixon, job creation during the late 1970s was more than the supply of labour™.
About 40,000 vacancies a year were created while there were only 32,000-33,000 new
entries to the labour market. The gap was increasingly met by the influx of foreign
labour, particularly from Malaysia. Foreign workers in the early 1980s, accounted for
about 10 per cent of the labour force. There were two clear choices open to the
government: either increase reliance on foreign workers or move towards move
capital-intensive production. The government opted for the second strategy and in
1979 initiated the high-wage policy otherwise know as the second industrial revolution
to encourage the development of higher value added production and financial services.
Thus, a significant share of the economic growth achieved was the result of the rapid

assimilation of labour into the production system.

The second source of growth was the massive, efficient, capital investment between
1965 and 1990. In fact, Singapore’s economy during this period became the showcase
for standard economic theory, in which investment is the fundamental engine of
growth. This investment had three major sources: gross national savings mainly the

CPF, FDI, and private local investment.

Set up in 1955, as an employment insurance fund, the CPF became a major source of
saving. In the 1950s, employer and employees each contributed 5 per cent of labour
costs, to provide pensions, welfare payments and, later, the means of purchasing

housing. By the 1980s, the contributions had been successively increased to 50 per

i

Dixon, Chris (1991), South East Asia in the World Economy, Cambridge: Cambridge
University Press, pp. 167-236.

237



cent (later reduced to 40 per cent in 1986 after the 1985 recession). At its peak in
1984, the rate of saving was the equivalent of 42 per cent of GDP, the highest in the
world. The equivalent figure for Japan was 31 per cent. This extraordinary level of
forced savings meant that the CPF had ceased to be primarily an insurance fund, but
had become a major instrument of public finance. With the addition of the Post
Office Saving Bank, the government has been in a position to direct the investment
into public infrastructure (particulary public housing and transportation), and in private
corporations in which the government participates™. Another part is invested abroad
by the government, to decrease the vulnerability of its resources vis-a-vis potential
downturns of the Singapore’s economy. And a substantial surplus (as much as 24 per
cent of total government revenue) is reserved in a Development Fund to stabilise the

economy and allow for strategic development expenditures™.

The actual dynamism of investment is left to private capital, and particularly to foreign
investment, whose flows have significantly increased since 1965. For instance,
investment by resident foreigners and foreign corporations have risen from 9 per cent
of GDP in 1965 to over 26 per cent during the 1980s. The majority of this investment
went into manufacturing, where it represented over 80 per cent of the sector’s total

investment throughout the period of 1965-90°*.

The third major contributor to Singapore’s economic growth is the expanding external

e
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Dixon, Chris (1991), op. cit., p. 162.
Castells, Manuel (1988), op. cit.,, p. 6

Dixon, Chris (1991), op. cit., 163.
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6.3.

sector, which enables the state to generate foreign currencies. This is particularly
important, when one considers the fact that Singapore is relatively a small city-state
with no natural resources. Thus, it can be concluded that the main sources of
Singapore’s economic success were its labour force, capital investment mainly forced

savings and FDI, and integration into the new international division of labour.

DETERMINANTS OF FDI INFLOW

As noted, the causes of inward direct investment into Singapore’s economy has been
both historical and state-led. Historical in the sense that, the factors which enables the
city-state to function as an entrepot and associated regional and international nodality,
established in the colonial period, have continued to act as an attraction for FDI uptil
the present day. Under the colonial regime the factors that conferred Singapore’s
comparative advantage for FDI inflow were its natural harbour and strategic location
as an entrepot trading nation. This led to an early form of investment which
specialised in the importing and re-exporting of primary products from Southeast Asia
to Europe, the US and other parts of the world. At the same time, it imported and re-

exported manufactured goods from the industrialised countries to the Asian

neighbours™.

However, with the achievement of sovereignty in 1965, its locational advantage as an

entrepot trading zone, its hardworking workforce, competitive labour costs, open

g

Tan, Augustine H. H. (1985), op. cit.
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investment policy, infrastructure, and the state became the main forces behind its
comparative advantage for FDI in the 1960s. The state, in particular, through its
various policies, institutional networks and incentives gradually created and shaped
Singapore’s comparative advantage in labour-intensive industries during the 1970s, and
capital-intensive manufacturing in the 1980s and onwards. However, the response
from the foreign investors was phenomenal. Since the late 1960s, FDI has dominated
investment commitments in manufacturing, especially in export-oriented industries.
Between 1970 and 1990, FDI has accounted for over 85 per cent of the total
manufacturing investment. Among the different types of manufacturing
establishments, wholly foreign firms were by far the largest accounting for 60 per cent
of cumulative investment over the period 1975-88. As in 1988, wholly foreign
accounted for one-half of all employment, 62 per cent of all value added, and three-
quarters of all exports. In other words, wholly foreign establishments are
characterised by relatively high levels of labour productivity, capital intensity, and are

export oriented while the reverse was true for wholly local establishments™.

However, such heavy dependence on FDI calls in question not only the continuing
ability of Singapore to attract sizable foreign investments, but also the desirability of
continuing with large scale inflows. As pointed out by Lim, such large inflows may
in the long run amount to net loss as Singapore may attempted to increase its tax
incentives to match the international competition for FDI™.  However, the

government justifies the high presence of foreign TNCs in Singapore’s manufacturing

Naya, Seiji and Ramstetter (1988), op. cit., p. 60.

Lim, Chong Yah (1988), op. cit.
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sector by pointing to the contribution of these firms to its citizens high standard of
living which is the second highest in Asia after Japan; the high economic growth
averaging 7-10 per cent between 1960-92, and employment. On the other hand, the
governments has allowed the large influx of foreign firms into Singapore for its own
electorial success. For the power and its popularity of the PAP government is closely
tied to that of foreign capital. Thus, the government electoral success depends on
foreign capital success in Singapore. Moreover, to ensure the success of the foreign
capital, the state has played an effective role by pursuing economic policies which will

be suitable to the needs of foreign TNCs.

By contrast, the neoclassical account of the rapid economic growth in Singapore is
that the state has allowed the efficiencies derived from market based resource
allocations to be maximised™. The Friedmans go further, arguing that the successful
Asian economies such as Malaysia, Korea, Taiwan, Hong Kong, Singapore, and Japan,
are those which rely heavily on private markets™. By contrast, India, Indonesia and
Communist China, all rely heavily on central planning, and as such, experienced
economic stagnation”. By this, Friedman equates state-led economies to economic
stagnation and private-led economies to economic growth. The fundamental problem
with such dichotomy is that it fails to recognise the fact that the state does not

necessarily need to be involved in the production process, but can intervene in other

3

Balassa, Bela (1981), Newly Industrialising Countries in the World Economy, New
York: Pergamon Press.

Friedman, Milton and Rose (1980), Free to Choose: A Personal statement, New
York: Harcourt Brace, p. 57.
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aspects of the market. For instance, Taiwan and Korea are by every market indicator,
guided market economies. They are market economies in the sense that initiative rests
mainly with the enterprise, profits remain the enterprise’s main motive, and
enterprise’s which do not make profits will in most cases go out of business.
Therefore, the state influences the market by shifting the composition of what is
profitable, rather than by direct regulation or direct production as postulated by

Friedman™.

In Singapore, the role of the state has been both more overt and pervading. It has
been described by Mirza as a miracle by design where:
the state apparatus is one of the most powerful in the third world and can
indeed be regarded as the epitome of the "hard state" described in the
development literature.  The government uses the apparatus to exert
considerable control over the economy and this is reflected in the scale of state
expenditure, the activities of the state-owned enterprises and even in the rate

of national savings™.

Indeed, the state has been involved in direct production just as much as the private
firms. In fact, this has given Singapore’s economy the unique element which consist‘
of the state, TNC and local private firms, which in the last three decades has changed
in shape and size. However, the neoclassical economists may argue that the changing

patterns of the state, foreign TNCs and local private firms involvement in production
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White, Gordon (1988), Developmental States in East Asia, London: Macmillan, p. 6.

Mirza, H. (1986), op. cit., p. 35.
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is irrelevant, because ownership structure of firms is an immaterial factor in their
contribution to the country’s output. However, this ignores the fact that economic
change and policies affect different players in the economy in different ways™.
Thus, when the state introduced the high-wage policy in the late 1970s and early
1980s to restructure the Singapore’s economy, it failed to take into account the relative
importance of the different sizes and shapes of state-owned and foreign corporations,
and private local firms. The policy was introduced as a blunt instrument disregarding
the differential status of firms for instance, the expanding and unexpanding and

profitable and unprofitable firms were all treated alike™.

- However, while the view that the state has played a major role in the development of

Korea, Taiwan and Singapore, it has also been argued that the state in Hong Kong has
been a major forced behind its development™. The difference between Hong Kong
and the other East Asian NIEs is that the roie or the state In nong Koug s ivic
deeply based and subtle in its application. However, the persistence of the myth of
the Asian NIEs "lean state" development has four main roots. Firstly, the states
themselves made considerable efforts to project liberal economic images so that other
countries would have as few grounds as possible to improve trade restrictions and

attract investment. Secondly, the neoclassical economists merely looked at the

apparently liberal external trade regimes to the exclusion of the internal economic and

Ho, Kwon Ping (1992), Comment on Singapore: The Year in Review 1991,
Singapore: Institute Policy studies.

Tan, Augustine H. H. (1985), op. cit., p. 34.

Dixon, Chris and Drakakis-Smith, David (1993), Economic and Social Development
in Pacific Asia, London: Routledge
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6.4.

social structures that lay behind them. Thirdly, those writers who accepted that there
was state intervention during the 1950s and early 1960s which was largely eliminated
have generally confused a limited degree of liberalisation with a liberal trade
policy”. Fourthly, there is considerable vested interest on the part of international
agencies, developed world governments, and associated experts to present the "Asian

miracle economies" as the product of free market capitalism™.

DETERMINANTS OF OVERSEAS DIRECT INVESTMENT

As pointed out in chapters 4 and 5, two major phenomena determines outward direct
investment by firms based in Singapore: objective and subjective conditions for
capital. Objectively, it was argued that labour-intensive firms in Singapore invested
abroad because of Singapore’s loss of comparative advantage in labour-intensive
production which has severely reduced firm’s profitability since the introduction of
high wage policy in 1979. As confirmed in the OLS regression, many labour-
intensive firms in Singapore have relocated to areas where profitability potential is
greater than in Singapore. This puts in question the high wage policy which priced

out Singapore in the labour-intensive production.

Although the high-wage policy introduced in 1979, led to greater use of capital

equipment, the pertinent question is whether the policy forced the premature exit of

m
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the existing industries without a sufficiently offsetting expansion of the desired high
technology industries. Before the introduction of the wage increases, Singapore was
experiencing labour shortage. During the high wage period, labour shortage became
severe and it led to the serious competition of labour between the foreign and local
firms. Thus, most local firms who could not compete with the going factor prices had

to relocate overseas™.

Another major effect of the high-wage policy was the 1985 recession. The economy
for the first time experienced a negative growth that was registered, as the worst in
Southeast Asia. Every sector of the economy experienced a downturn. According to
the Economic Committee set up in 1986 to investigate the causes and the possible
solutions to the recession, two major factors emerged as the causes. Firstly,
Singapore’s higher business costs, particulary labour costs, eroded its international
competitiveness. Between 1979-84, Singapore’s competitive position weakenead vy 50
per cent against Hong Kong; 15 per cent against Taiwan and 35 per cent against
Korea™. Moreover, during the 1979-84 period, real labour costs rose faster than
productivity growth and, together with a strong currency, contributed to an erosion of
Singapore’s international competitiveness and business profitability. Secondly, it was
found that Singapore’s excessive dependence on FDI and trade (between 1979-84,
trade was more than 3 times its GDP size compared to 1.7 for Hong Kong; 0.9 for

Taiwan and 0.7 for Korea) made it easier for Singapore to "sneeze" when world trade

Tan, Augustine H.H. (1985), op. cit., p. 33; Ong Nai Pew and Lim Cin (1985), "Slack
Demand is Only Half the Story", Straits Times, July 31.

Development Bank of Singapore, Qutlook for the Singapore Economy, Singapore:
Economic Research Department, 1987, p. 3.
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"caught cold".

Even after economic growth was restored in the late 1980s, firms were still relocating
abroad because of‘ labour and skill shortages, which eased during the recession, but
re-emerged with the economic growth. Many measures have been introduced to
resolve the problem on both the supply and demand sides. On the supply side, the
government has been encouraging economically inactive families into the labour
market for full and part-time employment, it has raised the overall retirement age, and
allowed a liberal inflow of foréign workers. On the demand side, firms were
encouraged to use labour efficiently through automation, mechanisation and
computerisation. Even these measures were not enough to save the relocation of

labour-intensive activities abroad.

Subjectively, the Student t-test and the multiple regression presented in chapter 5
confirms the theoretical framework that firm’s decisions to invest abroad are also
governed by the availability of cheap labour, raw materials, growing internal and
regional markets, political stability and shared language, culture and religion in the
neighbouring countries. Furthermore, most of the regional countries have improved
their investment policies by changing their industrial strategies from import-
substitution to export-led growth, and by carefully executed structural adjustment
programmes. Thus, labour-intensive firms from Singapore enjoyed foreign status
incentives that would not have been available if they were still located in Singapore.
As pointed out in chapter 5, most of these firms that relocated because of the tax

incentives were local firms. This is not surprising, as the bulk of these firms were not
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entitled to tax benefits in Singapore.

FUTURE STRATEGY: THE YEAR 2000 PLAN

A key component of the economic strategy for the year 2000 is the promotion of
outward investment to enable Singapore to overcome domestic constraints to economic
growth posed by land and labour shortages, and to help secure access to foreign
markets, resources and technologies. The year 2000 strategy fits in with Lee Kuan
Yew’s vision of Singapore as the economic hub of South East Asia through which
TNCs™”

can serve not only their home market, but also the regional and world market.

Furthermore, they can tap the region’s bigger and cheaper labour pool.

Labour-intensive parts of a product can be done in neighbouring countries and

exported to Singapore for more capiwal-or skili-ini€usive operativid” .

According to the Department of Statistics own figures, Singapore’s direct investment
between 1976 and 1990 has grown on average 16 per cent a year. The bulk of the
investment occurred between 1989-90, where the compound rate has been more than
20 per cent a year. Over half of the direct investment has been in the Asia region,
particularly in the growth triangle. Although there is no separate data showing

Singapore’s direct investment in the growth triangle, it is believed that over 50 per
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cent of the investment in the ASEAN is in the growth triangle zones. Although, the
growth triangle between Singapore-Johor-Batam is not a determinant of FDI from
Singapore, it has helped to facilitate the flow of FDI within these countries. The
main aims of the growth triangle has been to exploit the mutual advantage, the
complementary mix of resources, labour, skills, infrastructure and services available
in Singapore, Johor and the Riau islands. From Singapore’s view point, the growth

triangle is essential for its year 2000 development programme.

Thus, it is logical to predicted that Singapore’s direct investment in the growth triangle
will increase by 50 per cent of the present level by the year 2000. It is believed the
growth triangle will account for over 55 per cent of Singapore’s investment in the
Asia region. The reason for such high hopes is based on the fact that Singapore might
n the future be incorporated into the NAFTA Common Market. This will entail direct
competition with some of the Latin American countries in particular, Mexico where
labour costs is relatively cheaper in labour-intensive production. Singapore will need
the growth triangle to enable it compete in the world market in labour-intensive
production. It is also speculated that Singapore’s direct investment in North America
and in particular, the US will increase by as much as 5 to 8 times the present level.
This is because America is the most important export market for Singapore
manufacturers. However, Singapore’s investment in the EC is expected to be
increasing at a decreasing rate of 3-8 per cent by the year 2000. The reason is
because of the current recession in almost all European countries. However, countries
such as UK, Germany, France, Netherlands, and Denmark are expected to be the main

recipient of Singapore’s FDI. Furthermore, Singapore’s direct investment in Eastern
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Europe is expected to improve slightly by 3 per cent because of the availability of
skilled and unskilled labour force, infrastructure, and markets. However, the region’s
political instability is bound to be a major set back to investment flows. Lastly,
Singapore’s investment in Asia is expected to grow at an annual rate of 20-30 per
cent. This will be due to the fact that the region has the fastest growing economies
in the world. Also, because of the fact that the US will be focusing their year 2000
international economic priorities in the Asia Pacific rim. Apart from the growth
triangle states, Vietnam, Cambodia, Malaysia, China, Hong Kong and Philippines are
expected to be the biggest recipients of the new wave of Singapore’s direct investment

by the year 2000.

The preceding globalisation plan is in accordance with the domestic economic year
2000 strategy. According to the National Day Rally speech presented by Singapore’s
Prime Minister in 1992, Singapore’s Development Plan for the year 2000 is to achieve
a developed country status and Switzerland’s 1984 per capita income of US$
31,800™. To achieve this target, Singapore needs to maintain its present level of FDI
inflow, achieve average growth rate of 7 per cent per year, and productivity increases
of 4 per cent a year. Presently, the economy is growing at an average rate of 5 to 6
per cent, per capita income is about two-third (US$ 20,400 in 1991) that of
Switzerland (US$ 31,800), and productivity is also about half (23,900 output per
worker in US$) those of the G7 countries of US, Japan, Germany, France, Britain,

Italy and Canada (for instance, Japan with 47,000)*. Currently, the competition for

g

Prime Minister’s National Day Rally Speech, 1992.

Ibid.
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6.6.

international direct investment is not only from the NIEs but also of the semi-

Industrialising countries of Malaysia, Indonesia, Thailand, China and Philippines, and

the DCs.

However, judging from Singapore’s economic records for the last three decades, it is
believed that Singapore’s economic planners will be able to achieve their targets for

the year 2000.

FURTHER STUDIES

The aim of this thesis has been to examine the main determinants of inward and
outward direct investment in Singapore’s economy. This has been achieved by
examining Singapore’s economic success since 1965, and the objective and subjective
factors which influence firm’s decision to invest abroad. It was also possible to
investigate the difference between foreign and local firm’s motivations for FDI. As
confirmed by the two cross-tabulation tables in chapter 5, there are similarities
between foreign and local firm’s motivating push factors for FDI. It was found that
there is a relatively weak correlation between foreign TNCs and local firms decisions
to invest abroad. The reason for this was because of the fact that local firms based
in Singapore particularly prefer economic areas where cultural, language and religion
are similar. However, based on the issues raised and the findings in the thesis, oney
can identify a number of possible areas for further research. The first of these will

be to investigate the possible influence of country and/or regional specific factors as
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a major pull factor for Singapore’s direct investment. For instance, the research can
concentrate on Singapore’s direct investment in the EC where the present level of FDI
is low. The focus on the EC will allow one to examine the effect of the Single
Market on Singapore’s overseas direct investment. Also, it will address the issue of
whether the creation of a Single Market is indeed a protectionist measure against
Singapore’s exports. Moreover, it will provide the opportunity to examine Singapore’s

direct investment in the EC as a desperate measure to overcome trade barriers.

On the other hand, the research can focus on one or two countries where Singaporean
investment has been highly successful. As noted in chapter 4, Singapore’s investment
in Malaysia is among the top ten major investors and in Indonesia, Singapore firms
are the largest group of investors. These two countries can be examined in more
detail to investigate whether Singapore’s direct investment is really responding to
objective and subjective conditions for capital as identified in the thesis. The results
from this investigation will be very interesting in that it will provide the opportunity
to compare the results with the findings of this thesis. Furthermore, the result will
focus on one or two countries rather than a broad account of Singapore’s globalisation
strategy. The research will also concentrate on investigating the different types of

technology used by foreign TNCs and local firms abroad.

By contrast, the research investigation can focus on why Singapore firms have
relatively a low level or no direct investment in certain economic regions such as Sub-
Saharan, West and Southern African countries. To what extent could investment

opportunities provided by the new South Africa act as an incentive to Singapore
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investors?

Before this time, the economic sanctions imposed by the international community
through the United Nations (UN) and the political uncertainty made South Africa
unattractive for FDI. This is despite of its many resources and viable investment
opportunities. However, the removal of sanctions, and the on-going transition from
the "white" minority rule to a "multi-racial" form of government has created an
environment within which all foreign firms are actively encouraged to invest in South
Africa. Furthermore, investors are also guaranteed that their investment in the country

will be safe.

Overall, South Africa seem to be one of the most promising and profitable investment
site in Africa. This is due to its advantages of well developed infrastructure, banking,
technology, link with developed countries and availability of cheap labour. Moreover,
this is an area which will provide a possible outcome which can be used to compare

the African and Southeast Asian countries investment policies.

The thesis can also be extended to incorporate some of the recent economic
developments in Asia region and the wider world economic issues such as the new
American initiative to form the Asia Pacific Rim Common Market by the year 2000.
It will also be interesting to know how these new developments may complement
Singapore’s year 2000 strategy. Also, it will be interesting to know if it is realistic
for the USA to propose a Pacific Rim Common Market in the face of the existing

Common Markets. What effect the new Common Market will have on the existing
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NAFTA and ECs? In the case of the Asia region, the research can examine the fact
that while there is competition between Hong Kong, Tokyo and Singapore there is
also an increasing degree of complementarity. Singapore for instance, specialises in
the Asian currency and Asian bond markets, while Hong Kong has become the East

Asian centre for fund management and loan syndication.

The thesis also highlighted the fundamental role of the state in shaping and creating
Singapore’s comparative advantage in attracting FDI. Also, it was mentioned that the
state is a major producer in the local economy and an international investor abroad.
Future studies may investigate the extent to which the state-owned corporations are
involved in overseas production. However, given the resources, time and visa
constraints in Singapore it was not possible for me to investigate what motivates state
corporations to invest abroad. This is an area which can be expanded by subsequent
research. The findings can also be used to compare with TNCs and private local firms

motivation for FDI.

However, the strength of the empirical evidence used in support of the thesis could
be questioned on the grounds that the size of the sample firms and the dependent on
two case study. Therefore, the conclusion of the empirical chapter should be used
with caution, as the sample of the firms selected is biased. Furthermore, due to time,
financial and visa constraints, it was not possible to investigate those firms that might
have relocated entire production activities before the time of the survey, and those
firms which did not relocate at all. In addition, although the questionnaire was

particularly designed to investigate the motivating push and pull factors for FDI, it
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neglected certain possible factors such as the use of ownership specific advantages by
firms to carry out FDI. Finally, it possible that the official statistics used in the thesis
may not reflect the extent of Singapore’s overseas investment, as there is no regulation

requiring firms investing abroad to provide documentation of such activities.

Overall, one can conclude that the successful use of FDI by the Singapore government
to achieve economic success could be a model to any country which intends to pursue
economic development. Although Singapore’s characteristics are unique in their own
way, the fundamental aspects of a favourable investment climate and the successful
manipulation of foreign investment to contribute to local development are all useful
insights which can be exploited by many developing nations. However, it would not
be advisable for a country to copy exactly Singapore’s model without a serious
modification to incorporate that country’s culture and local linkages. That is, FDI
should be pursued to incorporate local manufacturing contents rather than torming a
foreign enclave, which may result in technological, social and economic dualism
between the foreign TNCs on the one hand and the private local firms on the other.
In fact, FDI should be seen to represent the transmission of capital, managerial and
technical skills which takes account of local resources thus providing real linkages

with domestic firms and overall development.
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Appendix Al. Singapore: General Elections Since 1955

No. of Seats® No. of Party No. of % Votes

Parties Returned Seats Won  Won
Contesting

Legislation Assembly

1955 April 2 25 5&11 Labour Front 10 26.7
Independents

1959 May 30 51 10 & 39 PAP 43 53.4
Independents

1963 Sept. 21 51 8 & 16 PAP 37 46.5
Independents

Parliament

1968 April 13 7+ (51) 2&5 PAP 58 84.4
Independents

1972 Sept. 2 57 + (8) 6 & 2 PAP 65 69.0
Independents

1976 Dec. 23 53 + (16) 7& 2 PAP 69 72.4
Independents

1980 Dec. 23 38 + (37) 8 PAP 75 75.6

1984 Dec. 22 49 + (30) 9 PAP 77 62.9

1988 Sept. 3 70 + (11) 7 PAP 80 61.8

1991 Aug. 31 40 + (41) PAP 77 61.0

Notes: * Uncontested seats in brackets.
* The 1955 Legislation Assembly consisted of one Speaker, three ex-officio members, 25

elected members and four nominated members.

* Includes 13 group representation.

Sources: Singapore 1989, Singapore: Ministry of Culture 1992. Country Profile 1991/92 and
Country Report 1992, London:The Economist Intelligent Unit.
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Appendix A2. Singapore: Principal Statistics of Manufacturing

19¢4 - 1992

Year Establishments Workers Materials Output Value Direct Employees’ Capital

Added Exports  Remuneration Expenditure
1960 548 27,416 302,846 465,568 142,143 164,310 66,975 9,806
1961 562 27,562 321,143 518,373 174,364 179,068 71,633 10,539
1962 605 28,642 432,626 660,300 201,680 217,501 76,863 33,274
1963 858 36,586 558,560 843,753 252,566 223,807 97,552 17,720
1964 930 41,488 605,744 927,928 282,462 266,422 111,125 52,688
1965 1,000 47,334 693,345 1,086,363 348,361 349,163 131,692 59,226 |
1966 1,123 52,807 870,605 1,325,782 415,043 404,865 150,754 75,533
1967 1,200 58,347 1,160,857 1,687,234 478,629 508,204 170,310 84,805
1968 1,586 74,833 1,498,244 2,175,668 611,758 598,466 210,699 89,573
1969 1,714 100,758 2,271,584 3,123,899 856,631 1,265,286 319,803 212,578

1970 1,747 120,509 2,668,394 3,891,012 1,093,722 1,523,033 397,618 421,342
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Year

Establishments

Workers Materials Output Value Direct Employees’ Capital

Added Exports Remuneration  Expenditure

1971 1,813 140,552 3,150,082 4,699,246 1,366,520 1,954,683 503,209 460,571
1972 1,931 170,352 3,742,698 5,722,224 1,782,278 2,641,681 648,676 647,961
1973 2,079 198,574 5,064,990 7,938,073 2,540,597 4,269,774 861,407 787,954
1974 2,179 206,067 9,236,569 13,346,913 3,528,220 7,811,939 1,075,892 620,543
1975 2,385 191,528 8,586,011 12,610,144 3,411,129 7,200,693 1,180,524 622,635
1976 2,505 207,234 10,629,406 15,317,439 3,961,813 9,575,927 1,309,841 618,670
1977 2,638 219,112 12,224,625 17,558,249 4,475,458 10,969,405 1,471,749 751,639
1978 2,946 243,724 13,561,952 19,666,684 5,162,922 12,632,733 1,724,243 821,838
1979 3,122 269,334 17,513,440 25,133,686 6,412,934 16,202,989 2,085,918 1,424,463
1980 3,355 285,250 21,415,150 31,657,895 8,521,888 19,172,916 2,526.8 1,861,859
1981 3,439 281,675 24,891,517 36,787,096 9,720,545 22,375,250 2,938.0 1,966,771
1982 3,586 275,450 24,854,426 36,467,443 9,355,941 21,858,690 3,270.6 2,222,730
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Year Establishments Workers Materials Output Value Direct Employees’ Capital

Added Exports Remuneration  Expenditure
1983 3,616 271,106 25,116,313 37,221,519 9,822,090 22,640,771 3,623.6 2,113,351
1984 3,648 274,391 27,474,362 41,077,861 11,106,272 25,057,754 4,045.0 2,986,080
1985 3,504 253,510 25,509,13 38,495,0 10,702, 24,276, 4,053.7 1,977,20
1986 3,449 246,682 23,233,90 37,258,7 11,899, 24,387, 3,769.1 1,746,35
1987 3,514 276,309 29,049,97 46,084,0 14,470, 30,379, 4,176.0 2,725,52
1988 3,624 324,713 35,288,80 56,470,0 17,918, 37,806, 5,056.5 3,546,95
1989 3,678 338,043 41,693.9 63,924.1 19,746.2 5,974.6 4,518.1 42,545.9
1990 3,716 352,067 46,960.9 71,578.5 21,694.3 6,861.9 4,190.3 47,099.9

Notes: ' Data for the petroleum industry in the 1969 census was extended to include blending activity which accounted for about 28 percent of the increase
in output.

*Prior to 1970, data included repair and servicing of motor vehicle: and other household goods and carpentry and joinery work which accounted for
about 0.6 percent of output and 1.0 percent of value added in 1969.

*Prior to 1980, data on output and sales of petroleum refining ind.stry included the value of products processed for third party overseas.

Source: Singapore, Department of Statistics, Census of Industrial Produc:ion, 1970-92.
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Appendix A3. Singapore: Selected R:tios of Principal Manufacturing Statistics
196i - 1992

Value Added Output Per  Value Added Remuneration Remuneration Direct Exports Direct Exports

Per Worker Worker to Output to Value to Output to Total Sales to Output
Added

Year S$ Percent
1961 6,100 42,906 14.2 41.9 6.0 58.1 58.6
1962 6,924 50,522 13.7 37.9 52 67.3 66.9
1963 6,900 38,258 18.0 37.7 6.8 52.5 52.5
1964 6,845 34,492 19.8 38.3 7.6 52.6 51.9
1965 7,207 33,295 21.6 379 8.2 51.6 51.4
1966 7,732 35,228 21.9 36.4 8.0 43.3 42.8
1967 9,192 35,422 22.5 35.6 7.9 41.1 40.7
1968 8,146 35,409 23.0 343 7.9 36.3 36.3
1969 8,600 40,522 21.2 36.6 7.8 45.7 46.2
1970 9,029 36,619 24.7 1 36.4 9.0 44.6 44.2
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Value Added Output Per Value Added Remuneration Remuneration Direct Exports Direct Exports

Per Worker Worker to Output to Value to Output to Total Sales to Output
Added

Year S$ Percent
1971 9,705 36,137 26.9 36.7 9.9 44.1 44.7
1972 10,388 34,962 29.7 36.6 10.9 47.9 47.5
1973 12,856 42,945 299 i 33.8 10.1 54.9 54.9
1974 17,127 67,795 253 30.5 7.7 60.7 59.8
1975 17,763 67,679 26.2 34.7 9.1 58.6 57.7
1976 19,168 76,724 25.0 2 33.0 8.2 61.9 62.8
1977 20,417 82,277 24.8 5 32.9 8.2 62.8 62.4
1978 21,179 83,144 25.5 2 334 8.5 64.2 63.9
1979 23,992 96,835 24.8 | 323 8.0 64.1 64.2
1980 30,027 113,844 26.4 | 29.5 7.8 61.9 60.6
1981 34,681 132,488 26.2 30.1 7.9 61.1 60.7
1982 33,966 132,392 25.6 35.0 9.0 60.0 59.9
1983 36,230 137,295 26.4 36.9 9.7 60.5 60.8
1984 40,476 149,706 27.0 36.1 9.8 61.2 61.0
1985 42,436 152,345 279 37.7 10.5 63.0 62.8
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Value Added Output Per Value Added Remuneration Remuneration Direct Exports Direct Exports

Per Worker Worker to Output to Value to Output to Total Sales to Output
Added

Year S$ Percent
1986 48,352 151,385 31.9 31.6 10.1 64.7 65.3
1987 52,362 166,801 314 28.9 9.0 65.9 65.9
1988 54,370 171,838 31.6 28.2 9.8 67.1 65.9
1989 58,413 189,100 30.9 30.3 9.3 66.9 66.6
1990 61,620 203,309 30.3 31.6 9.6 65.5 65.8

Source: Singapore, Department of Statistics, Census of Industrial Produciion and Yearbook of Statistics, 1970-92.
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Appendix A4. Singapore: Zxport Performance, 1960-1990

Value in S$million 1960 1965 1970 1975 1980 1985 1986 1987 1988 1989 1990
Total export 3,427 3,004 4756 12,7758 41,452 50,179 48986 60,266 79,051 87,117 95,206

Re-export 3,209 2,239 2,924 5,218 15,647 17,603 16923 21,195 29,496 31,865 32,452
Domestic Exports 218 762 1,832 7,540 25805 32,576 32,062 39,071 49,555 55,252 62,754

QOil (SITC 3) - - 792 3233 11,612 15,840 11,9802 11,753 11,341 13,224 17,137
Total Manufactured Exports (SITC 5-8) 735 935 1,321 5337 18,522 26,260 24,477 30,501 37,999 42,546 47,520
Total Imports 4,078 3,807 3,807 19,270 51,345 57,818 55,545 68,415 88,227 96,864 109,806

Sources: Ministry of Trade and Industry, Economic Survey of Singapore, Singapsre, 1975-92.
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Appendix AS. Singapore: Growth Rates of GDP, Population and
Unemployment, 1960-91

Year GDP Annual GDP Per Population Unemployment
Growth Rate * Capita * Annual growth Annual Growth
Rate Rate

IS Phase

1960-65 4.7 23 2.8 13.4
1960 - - 35 13.5
1961 8.6 5.1 33 15.0
1962 7.0 32 2.6 15.3
1963 10.5 9.9 25 14.0
1964 -4.3 -8.6 2.5 13.8
1965 6.6 4.0 25 8.7

Export-led Phase

1966-73 12.7 10.7 1.8 6.4
1966 10.6 79 23 8.7
1967 13.0 10.6 2.0 8.1
1968 11.4 12.4 1.6 73
1969 13.4 11.7 1.5 6.7
170 134 117 17 £.0
1971 12.5 10.6 1.8 48
1972 13.3 11.4 1.9 4.7
1973 11.2 9.4 1.9 4.5

Towards High-tech Phase

1974-78 6.9 53 14 32
1974 6.8 5.1 1.7 4.0
1975 4.0 2.5 1.5 4.5
1976 72 58 14 4.5
1977 7.7 6.4 14 39
1978 8.6 6.5 12 3.6
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Year GDP Annual GDP Per Population Unemployment
Growth Rate * Capita * Annual growth Annual Growth
Rate Rate
High-Wage Phase
1979-84 8.7 7.4 1.5 29
1979 9.3 8.0 1.3 34
1980 10.2 8.9 1.3 30
1981 99 8.6 12 2.9
1982 6.3 5.1 12 2.6
1983 7.9 6.6 1.1 3.2
1984 83 7.1 1.1 2.7
Recession & Recovery Phase
1985-91 6.3 59 1.5 29
1985 -1.8 -4.1 11 4.1
1986 1.8 -1.7 1.0 6.5
1987 8.8 7.1 12 4.7
1988 11.0 12.3 1.5 33
1989 9.2 10.8 1.9 22
1990 8.3 10.4 22 2.0
1991 | 6.7 0.2 2.1 19
Note: At 1968 factor cost.
Sources: For unemployment estimates between 1960-64 period see W. E. Chalmers (1967), Crucial

Issues in Industrial Relations in Singapore, Singapore: Donald Moore Press, PP. 180-82;
Singapore, Department of Statistics; Economic and Social Statistics 1960-82; and Yearbook
of Statistics, Singapore Department of Statistics, 1970-92.
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Appendix A6. Singapore: Trade Unions Membership and Industrial
Stoppages (1960 - 1980)

Employee Class Industrial Stoppages

Year Unions Total Number Workers Total Man-days
Membership Involved lost due to
stoppages
1960 130 144,770 45 5,939 152,005
1961 124 164,462 116 43,584 410,889
1962 122 189,032 88 6,647 165,124
1963 112 142,936 47 66,004 338,219
1964 106 157,050 39 2,535 35,908
1965 108 154,052 30 6,374 45,800
1966 108 141,925 14 1,288 44,765
1967 106 130,053 10 4,491 41,322
1968 110 125,518 4 175 11,447
1969 110 120,053 - - 8,512
1970 102 112,484 5 , 1,749 “ 2514
1971 100 124,350 2 1,380 5,449
1972 97 166,988 10 3,162 18,233
1973 92 191,481 5 1,312 2,295
1974 90 203,561 10 1,901 5,380
1975 89 208,561 5 1,865 4,853
1976 91 221,936 10 1,576 3,193
1977 90 229,056 1 406 1,011
1978 89 236,907 - - -
1979 85 249,710 - - -
1980-90 85 249,710 - - -

Source: Yearbook of Statistics, Singapore: Department of Statistics, 1980-91.

294



Appendix A7. Singapore: Percentage Change in the GDP of Major Economic Sectors (annual Data), 1980-1990.

1980 | 1981 | 1982 1985 | 1986 | 1987 1988 1989 1990
1983 1984

Total 10.2 9.9 6.3 7.6 8.2 -1.8 1.8 9.4 11.1 9.2 8.3
Manufacturing 11.8 9.7 -5.7 21 8.8 =713 8.4 17.3 18.0 9.8 9.5
Construction 10.9 17.5 36.3 29.% 15.5 -13.9 | -224 -9.8 -4.4 1.5 7.2
Trade 7.2 5.7 5.9 4.4 5.8 -1.7 -0.5 11.1 16.6 8.3 7.8
Transport & Communications 13.9 13.8 12.0 8. 9.8 3.3 8.1 8.5 10.6 9.4 8.8
Financial & Business Services 22.4 19.0 10.8 12.8 14.5 10.4 -1.1 20.4 10.1 15.1 14.9
Other Services 5.7 6.0 9.4 8.7 4.6 4.0 4.9 5.4 3.4 4.6 5.9

Sources: Lim Chong Yah et al (1988), Policy Options for the Singapore Economy, P.25.; and Economic Survey of Singapore, Singapore:

Ministry of Trade and Industry, 1991.
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Appendix A 8. Singapore: Seasonally Adjusted* Percer:tage Change in Major Economic Sectors (Quarterly Data,
1985 Market Prices), 1983-86.

Total Manufacturing Constructio 2 Trade Transport & Financial & Bus. Others
Comm.

1983 | 10.8 21.0 243 51 10.6 79 3.6
II 9.8 5.7 38.1 58 10.0 78 41

411 8.2 17.0 16.8 52 7.4 2.8 9.1

Iv 10.1 17.3 343 5.6 9.1 22 54
1984 1 134 4.7 21.5 6.6 13.5 36.1 8.6
1I 49 6.9 1.0 1.1 18.0 1.3 7.0

m 39 2.4 6.6 8.5 -4.1 15.2 33
v 2.0 -1.6 -10.6 12.2 6.5 12.1 -7.8
1985 1 -0.5 -12.8 1.2 -4.7 -4.4 17.4 26.4
I 9.2 -13.3 522 -4.5 4.3 153 -4.4

I -5.0 -6.3 -2.7 -18.4 0.2 8.4 21

Iv -4.0 -7.9 -28.9 -3.3 10.2 6.4 3.2
1986 1 43 6.2 -16.4 7.7 14.8 -03 6.1
I 10.7 439 -6.9 9.5 3.6 58 0.3

I 55 214 -41.1 -6.3 15.6 11.8 11.4

Iv 33 6.9 -21.9 4.6 1.6 9.2 7.7

* Annualized percentage change over preceding quarter.
Source: Lim Chong Yah et al (1988), Policy Options for the Singapore Economy, P. 28.
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Appendix A 9. Singapore: Foreign Investment Commitments in the
Manufacturing Sector (in Gross Fixed Assets), 1960-91,

Year Annuz(lé 1\.IISK;)mount Cumulative Amount ($M) Annual Growth Rate

IS Phase

1960-65 . 157

Export-led Phase

1966-73 . 2,502 433
1966 82 239 522
1967 64 303 26.8
1968 151 454 49.8
1969 146 600 32.2
1970 395 995 65.8
1971 580 1,575 58.3
1972 708 2,283 45.0
1973 376 2,659 16.5

Towards High-Tech

Phase

1974-78 . 2,589 14.7
1974 395 3,054 149
1975 326 3,380 10.7
1976 359 3,739 10.6
1977 406 4,145 10.9
1978 1,097 3,242 0.3

High-wage Phase

1979-84 . 7,282 15.7
1979 1,107 6,349 21.1
1980 1,189 7,538 18.7
1981 1,221 8,759 16.2
1982 1,162 9,921 13.3
1983 1,269 11,190 12.8
1984 1,334 12,524 119

Rgc?::lf;ol.;h&ase

1985-91 . 12,486 10.4
1985 888 13,412 7.1
1986 1,190 14,602 8.9
1987 1,448 16,050 9.9
1988 2,657 18,707 16.6
1989 1,625 20,332 8.7
1990 2,217 22,549 10.9
1991 2,461 25,010 109

SOUrm: For 19007, Chia Sow Y, Diewet Farsign Krveotrme st nd the wmulw.uw«lm-‘m—‘m.wmﬂ"‘""Luﬂ*m“"m"‘""‘mu“"‘.—'d'-u

Smgapore: Boosamic Drvalopment Board, 197092
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Appendix A 10. Singapore: Investment Commitn:ents in Manufacturing by Country of Origin, 1980-91

Country

1980 1981 1982 1983 1984 i 1985 1986 1987 1988 1989 1990 1991
United States 505.7 674.4 5333 571.7 8059 4273 4434 5435 586.6 5202 1,0548 9692
Japan 1353 2121 733 166.6 166.6 ﬁ 244.1 4938 601.1 6913 5412 7082 7132
;
Europe 360.4 2287 4219 394.1 3251 ‘ 201.0 2188 2858 3581 5442 4353 684.2
European Community (EC) 269.9 1663 3869 3388 3189 i 1809 204.8 241.0 345.1 5254 395.5 6159
United Kingdom 129.5 831 283.1 2075 186.6 5{ 694 934 424 566 1746 899 186.5
Netberlands 1.0 12 628 992 703 ‘ 752 574 709 829 174.0 s 216.2
i
Germany 692 115 314 128 143 i 20.1 16.7 903 46.7 264 165.7 602
France 188 1.7 13 6.8 0.0 % 151 278 152 860 106.0 604 752
Italy 454 625 24 5.1 438 E - 5.1 220 68.0 328 - 70.1
Other EC 6.0 63 59 74 29 “ 1.1 4.7 02 4.9 116 69 737
Switzerland 358 170 220 154 2.7 ; 4.7 1.7 278 101 0.9 327 126
Sweden 536 383 111 125 0.3 ; 149 5.4 87 - - 71 12
Other European Countries 1.1 72 1.8 274 33 ;{ 0.5 09 83 29 180 545
Others 187.7 106.2 1339 1374 371 : 156 345 176 217 198 192 945
Total Foreign 1,189.1 1,221.4 1,162.5 1,269.8 1,334.7 % 888.0 1,190.6 1,448.0 1,657.8 1,625.4 2,217.5 2,461.1
Total Local 224.4 641.6 5420 506.0 493.7 f 2324 259.4 295.0 349.6 3333 266.8 4729
i
Total (Foreign & Local) 1,413.5 1,862.9 1,704.5 1,7758 1,828.4 % 1,120.4 1,450.0 1,743.0 20,0073 1,958.7 2,484.3 2,934.0

Notes:

(11) S$790 million investments in the petrochemical complex

Source:

(1) S$800 million investment commitments in the petrochemical complex

Annual Reports and Yearbook, Singapore: Economic Development Board, 1991.
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Appendix A 11. Singapore: Indices of Unit Labour Cost and Unit

Business Cost (1983=100).

Unit Labour Cost

Unit Business Cost

Overall Economy Manufacturing - Manufacturing
1980 72.8 77.1 89.4
1981 80.7 83.4 97.9
1982 92.9 96.1 100.6
1983 100.0 100.0 100.0
1984 104.0 106.4 104.1
1985 105.0 113.6 104.0
1986 93.2 96.4 91.2
1987 89.3 91.3 88.0
1988 92.5 94.8 90.8
1989 98.2 103.1 96.6
1990 105.0 110.3 103.4
Source: Singapore: The Year in Review 1991, (ed) by Lee Tsao

Yuan,Singapore: The Institute of Policy Studies, 1992.
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Appendix A 12, Singapore: Net Investment Commitments in
Manufacturing, 1973-92

Year Total Foreign ($M) % Share Local ($M) % Share
1973 447 376 84.1 71 15.9
1974 518 395 76.3 123 23.7
1975 385 326 84.7 59 15.3
1976 401 359 89.5 42 10.5
1977 439 406 92.5 33 © 15
1978 1,143 1,097 96.0 46 4.0
1979 1,227 1,107 90.2 120 9.8
1980 1,413 1,189 84.1 224 15.9
1981 1,862 1,221 65.6 641 34.4
1982 1,704 1,162 68.2 542 31.8
1983 1,775 1,269 71.5 506 28.5
1984 1,827 1,334 73.0 493 27.0
1985 1,120 888 79.3 232 20.7
1986 1.449 1,190 82.1 259 17.9
1987 1,743 1,448 83.1 295 16.9
1988 3,007 2,657 88.4 349 11.6
1989 1,958 1,625 83.0 333 17.0
1990 2,443 2,217 90.7 226 9.3
1991 2,933 2,461 83.9 472 16.1
Sources: Economic & Social Statistics, 1960-82, Singapore: Department of Statistics;

Annual Report and Yearbook, Singapore: Economic Development Board,
1970-92.
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Appendix A13. Singapore: Income from Direct Investment Abroad by Country, 1981-90 (during the year)

1981 % Share 1982 % Share 1983 % Share 1984 % Share 1985 %0 Share
Total 104.9 100.0 121.0 100.0 161.8 100.0 161.3 100.0 14.6 100.0
ASIAN COUNTR'ES 9.4 94.8 119.9 99.1 110.0 68.0 135.0 83.7 (52.8) (361.6)
ASEAN 76.6 73.0 78.5 64.% 103.6 64.0 96.0 59.5 (36.6) (250.7)
Brunei 37 35 35 29 0.5 0.3 08 0.5 1.3 8.9
Indonesia 28 2.7 1.2 1.0 22 14 @AG.6) (2.2) 4.6) (31.5)
Malaysia 69.4 66.2 719 64.4 104.2 64.4 100.1 62.1 (34.8) (238.9)
Philippines 0.0 0.0 3.5) 2.9} 3.6) 2.2 3.3 2.0 14 9.6
Thailand 0.7 0.7 0.6) 0.5) 0.3 0.2 20 1.2 0.1 0.7
Hong Kong 215 20.5 349 28.¢ 0.6 04 34.0 211 (13.8) (%94.5)
Japan 0.0 0.0 0.3) 0.2) 0.0 0.0 0.0 0.0 (2.6) (17.8)
China 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5.9 (37.0)
South Korea 0.2) 0.2) 0.2) 0.2; 0.0 0.0 0.0 0.0 04 2.7
Taiwan 0.7 0.7 2.1 1.7 0.1 0.1 08 0.5 2.2) (15.1)
Others 08 0.8 4.9 4.0 5.7 35 4.2 26 7.4 50.7
EUROPEAN COUNTRIES (18.3) 17.49 (10.5) (8.7; 45.1 279 (2.2) (1.49) 24.2 165.8
Netherlands 0.6 0.6 38 3.1 0.1 0.1 0.1) 0.1) 0.3) 2.1)
United Kingdom (18.9) (18.0) 14.3) (11,3 4.1 27.3 (5.2) 3.2 13.7 938
Germany 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2) 1.4
Others 0.0 0.0 0.0 0.0 0.9 0.6 31 1.9 11.0 75.3
Australia 3.6 34 (11.5) 9.5 (20.5) (12.7) (8.2) (5.1) 1.8 12.3
Canada 0.0 0.0 0.1) 0.1} (2.6) (1.6) (2.5) (1.5) (1.2) 8.2)
United States (2.0) (1.9) 2.1) (1.7 3.3) 2.0 (7.2) 4.5) 4.3 (29.5)
Other Countries 222 21.2 253 209 33.1 205 46.4 28.8 469 321.2
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Appendix A13. Contd. Singapore: Income from Direct Investment Abroad by Country, 1981-90 (during the year)

1986 % Share 1987 % Shar: 1988 % Share 1989 % Share

Total 2043 100.0 276.2 100.0 911 100.0 5058 100.0
ASIAN COUNTRIES 111.0 54.3 145.4 526 256.2 65.5 396.7 78.4
ASEAN 09 04 60.5 219 151.4 38.7 120.6 238
Brunei 04 0.2 (8.6) @3.1) 04 0.1 0.49) 0.1)
Indonesia 0.8) 0.4) (1.0) 0.4) 22 0.6 3.0 0.6)
Malaysia 3.4 .7 60.4 219 137.1 351 110.5 21.8
Philippines 1.1 0.5 1.9 0.7 38 1.0 6.9 1.4
Thailand 36 1.8 78 28 7.9 20 6.6 1.3
Hong Kong 124.8 61.1 634 23.0 102.8 26.3 136.9 27.1
Japan 3.0 1.5 0.8 03 1.0 03 0.9 0.2
China 9.3) 4.6) 11.7 4.2 1.2 03 4.8 0.9
South Korea ©.2) (0.1) 0.1 0.0 (1.6) 0.9) (1.2) 0.2)
Taiwan (1.3) 0.6) 7.9 29 10.6 2.7 128.6 254
Others 0.9) 0.49) 1.0 04 9.2) 24 6.1 1.2
EUROPEAN COUNTRIES 394 19.3 58.4 21.1 56.5 14.4 24.9 4.9
Netherlands 4.9) 2.4 (1.3 2.6) 6.7 a.mn 9.5 1.9
United Kingdom 18.1 8.9 14.5 52 69 18 10.5 2.1
Germany 0.9 0.4 3.7 1.3 1.2 03 3.1 0.6
Others 25.3 124 475 17.2 55.1 14.1 18 0.4
Australia 4.4 2.2 224 8.1 333 8.5 18.9 37
Canada 1) (1.0) 0.1 0.0 0.3 0.1) .7 0.3)
United States ' 0.2 0.1 24 09 (21.8) (5.6) (22.0) 4.3
Other Countries 514 25.2 475 17.2 67.2 17.2 89.0 17.6

Source: Singapore's Department ol Stafistics, Singapore’s Investment Abroad, T1976-96, Singapore: National Printers, 1993.
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Appendix Al14. Singapore: Number of Companies Established Abroad by Country, 1981-1990 (as at year-end)

1981 % Share 1982 % Share 1983 % Share 1984 % Share 1985 % Share

Total 1,042 100.0 1,090 100.0 1,239 100.0 1,322 100.0 1,621 100.0
ASIAN COUNTRIES 893 85.7 921 845 1,056 852 1,114 843 1,360 839
ASEAN 745 71.5 754 69.2 831 67.1 854 64.6 1,009 62.2
Brunei 27 26 28 2.6 42 34 45 34 60 37
Indonesia 21 20 22 20 22 1.8 24 1.8 36 22
Malaysia 659 63.2 664 60.9 725 58.5 732 554 832 513
Philippines 10 1.0 11 1.0 12 1.0 14 1.1 19 12
Thailand 28 2.7 29 2.7 30 24 39 3.0 62 38
Hong Kong 118 113 131 12.0 176 142 208 15.7 276 17.0
Japan 6 0.6 6 0.6 7 0.6 7 0.5 11 0.7
China 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 16 1.0
South Korea 0.0 0.0 0.0 00 0.0 00 0.0 0.0 0.0 0.0
Taiwan 12 1.2 17 1.6 19 1.5 23 1.7 29 1.8
Others 12 1.2 13 1.2 23 1.9 22 1.7 19 12
EUROPEAN COUNTRIES 30 29 35 32 34 2.7 46 35 55 3.4
Netherlands 7 0.7 8 0.7 6 0.5 5 0.4 7 0.4
United Kingdom 20 19 23 21 23 19 35 2.6 35 22
Germany 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0
Others 3 03 4 04 5 04 6 0.5 13 08
Australia 53 51 59 54 59 4.8 61 4.6 70 43
Canada 0.0 0.0 0.0 0.0 7 0.6 7 05 7 04
United States 15 1.4 22 20 29 23 37 28 46 28

Other Countries 51 49 53 49 54 44 57 43 83 5.1
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Appendix Al14. Contd. Singapore: Number of Ccmpanies Established Abroad by Country, 1981-1990

(as at year end)

1986 % Share 1987 % Share 1988 % Share 1989 % Share 1990 % Share

Total 1,663 100.0 1,740 1(0.0 1,787 100.0 1,845 100.0 2,290 100.0
ASJIAN COUNTRIES 1,391 83.6 1,441 828 1,465 82.0 1,482 80.3 1,884 823
ASEAN 1,011 60.8 1,041 508 1,046 585 1,057 573 1,297 56.6
Brunei 60 36 58 33 59 33 60 33 50 21
Indonesia 34 20 32 1.8 33 1.8 32 1.7 50 21
Malaysia 831 500 860 4¢ 4 863 48.3 878 476 1,007 440
Philippines 18 11 17 1.0 15 0.8 16 0.9 46 20
Thailand 68 4.1 74 43 76 43 71 38 144 6.3
Hong Kong 291 17.5 299 172 306 17.1 302 16.4 365 159
Japan 13 08 15 B 15 0.8 17 09 58 2.5
China 22 13 31 1.8 30 1.7 30 1.6 12 0.5
South Korea 0.0 0.0 co 6 03 7 04 80 35
Taiwan 33 20 34 20 40 22 47 25 30 13
Others 21 13 21 12 22 12 22 1.2 42 1.8
EUROPEAN COUNTRIES 58 35 65 27 66 37 67 3.6 113 49
Netherlands 7 04 9 G3 7 04 7 04 20 09
United Kingdom 37 22 39 22 44 25 47 25 63 28
Germany 0.0 5 ¢3 5 03 5 03 12 05
Others 14 08 12 .7 10 0.6 8 04 18 0.7
Australia 73 44 81 «7 72 4.0 70 38 88 38
Canada 7 04 8 (5 9 0.5 11 06 11 0.5
United States 46 28 51 9 62 35 70 38 86 38
Other Countries 88 53 94 L4 113 6.3 145 79 108 4.7

Source: Same as appendix AlZ.
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Appendix AlS. Singapore: Direct Foreign Investment Abroad by Country, 1981-90 (as at year-end)

1981 - % Share 1982 % Share 1983 % Share 1934 % Share 1985 % Share
Total 1,677.7 100.0 2,086.9 100.0 2,233.1 100.0 2,3993 100.0 2,257.2 100.0
ASIAN COUNTRIES 1,289.7 76.2 1,586.7 76.0 1,662.4 744 1,805.2 75.2 1,7214 76.3
ASEAN 1,078.5 64.3 1,233.7 59.1 1,241.7 55.6 1,341.4 5§59 - 1,1333 50.2
Brunei 37 0.2 6.0 03 9.0 04 49.1 20 529 23
Indonesia 395 24 39.7 1.9 4.4 2.0 56.3 23 65.0 29
Malaysia 1,006.9 60.0 1,162.3 55.7 1,162.6 521 1,209.1 50.4 971.8 43.1
Philippines 18.4 1.1 16.1 08 17.6 0.8 17.6 0.7 224 1.0
Thalland 10.0 0.6 9.6 0.5 8.1 04 93 04 21.2 0.9
Hong Kong 181.8 10.8 316.7 15.2 357.4 16.0 391.3 16.3 460.7 204
Japan 03 0.0 0.4 0.0 0.6 0.0 0.7 0.0 5.0 0.2
China 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 57.6 2.6
South Korea 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Taiwan 129 0.8 14.8 0.7 249 1.1 271 1.1 329 1.5
Others 16.2 1.0 21.1 1.0 37.8 1.7 44.7 1.9 319 1.4
EUROPEAN COUNTRIES 50.7 3.0 58.0 28 577 2.6 71.5 3.0 89.3 4.0
Netherlands 0.8 0.0 0.8 0.0 12.2 0.5 10.6 04 12.0 0.5
United Kingdom 49.7 3.0 57.2 27 43.1 1.9 439 1.8 459 2.0
Germany 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Others 0.2 0.0 0.0 0.0 24 0.1 17.0 0.7 314 1.4
Australia 62.6 37 90.6 4.3 121.4 54 132.0 5.5 176.9 7.8
Canada 0.0 0.0 0.0 0.0 11.5 0.5 11.5 0.5 17.6 0.8
United States 318 1.9 443 21 47.5 21 54.4 23 66.1 29
Other Countries 2429 14.5 307.3 14.7 332.6 14.9 324.7 135 185.9 8.2
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Appendix A1S. Contd. Singapore: Direct Foreign Investment Abroad by Country, 1981-90 (as at year-end)

1986 % Share 1987 % Shae 1988 % Share 1989 % Share 1990 % Share
Total 2,597.7 100.0 2,961.5 100.0 2,993.9 100.0 2,943.7 100.0 7,492.2 100.0
ASIAN COUNTRIES 1,836.5 70.7 1,908.5 64.4 1,963.6 65.6 1,968.4 66.9 3,625.7 48.4
ASEAN 1,155.8 44.5 1,180.5 39.9 1,216.0 40.6 1,138.4 38.7 2,094.1 28.0
Brunel 50.0 19 54.2 1.8 57.4 1.9 56.6 1.9 69.3 0.9
Indonesia 67.7 2.6 58.6 2.0 59.8 2.0 58.3 2.0 99.1 1.3
Malaysia 985.6 379 1,008.4 34.1 1,030.8 34.4 971.6 33.0 1,663.4 222
Philippines 225 0.9 143 0.5 22.5 0.8 22.8 0.8 58.2 0.8
Thailand 30.0 12 45.0 1.5 45.5 1.5 34.1 12 204.0 2.7
Hong Kong 497.9 19.2 539.9 18.2 545.2 182 581.4 19.8 908.5 12.1
Japan 6.0 0.2 16.1 0.5 16.7 0.6 339 12 222.8 3.0
China 938 36 101.4 34 79.1 2.6 47.4 1.6 61.6 08
South Korea 0.0 0.0 0.0 14.8 0.5 159 05 139.9 1.9
Taiwan 378 1.5 26.0 0.9 54.3 18 86.0 29 66.2 0.9
Others 45.2 1.7 44.6 1.5 375 13 65.4 22 132.7 1.8
EUROPEAN COUNTRIES 167.2 6.4 358.2 12.1 303.4 10.1 203.4 69 908.7 12.1
Netherlands 138 0.5 165.4 5.6 111.4 37 (94.3) (3.2) 620.4 8.3
United Kingdom 818 3.1 48.3 1.6 49.3 1.6 50.4 1.7 187.1 25
Germany 0.0 0.0 8.6 03 8.6 03 23.4 0.8 10.0 0.1
Others 71.6 28 135.9 4.6 134.1 45 223.9 7.6 90.9 1.2
Australia 175.6 638 2178 7.4 166.1 55 138.3 47 514.6 6.9
Canada 17.6 0.7 17.6 0.6 29.0 1.0 73.4 2.5 22.6 0.3
United States 65.4 2.5 69.3 23 107.7 36 160.0 54 331.0 4.4
Other Countries 335.4 129 390.1 132 424.1 142 400.2 13.6 2,089.5 279

Source: Same as appendix AlZ.
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Appendix A16. Singapore: Distribution of Direct Investment Abroad by Country and Activity, 1990

Country Total | Manufacturing Construction | Commerce | Transport | Financial { Real Business | Others
Estate | Services
Total 100.0 100.0 100.0 105.0 100.0 100.0 100.0 100.0 100.0
ASIAN COUNTRIES 48.4 90.6 92.3 8¢.5 64.8 212 66.1 404 89.5
ASEAN 28.0 56.1 38.7 550 21.7 12.1 270 134 83.2
Brunei 0.9 0.8 4.8 1.2 0.1 1.1 0.0 0.0 0.0
Indonesia 13 32 0.1 03 9.8 03 14 2.1 35
Malaysia 222 421 283 462 9.3 9.8 23.8 8.0 58.2
Philippines 0.8 2.1 04 04 0.1 0.1 0.0 0.2 9.7
Thailand 2.7 7.9 52 49 23 0.7 1.9 3.0 0.4
Hong Kong 12.1 15.7 44.5 1¢.4 10.3 8.0 38.6 88 72
Taiwan 30 24 6.9 18.8 0.4 0.7 0.0 6.6 0.2
South Korea 0.8 2.7 0.0 1.9 0.0 0.0 0.0 3.1 0.0
China 1.9 5.0 0.8 1.7 9.9 0.0 0.4 52 5.7
Japan 0.9 0.1 0.2 03 21.5 0.4 0.0 32 0.0
Others 1.8 8.6 1.1 ¢4 1.0 0.0 0.1 0.0 0.0

307



Country

Total

Manufacturing Construction | Comunerce | Transport | Financial | Real Business Others
Estate | Services

EUROPEAN 121 2.7 0.0 17 2.6 20.2 04 25 73
COUNTRIES
Netherlands 83 0.6 0.0 02 0.2 14.8 0.0 0.0 0.0
Switzerland 04 0.9 0.0 0.z 0.0 04 0.0 04 0.0
Germany 0.1 0.0 0.0 0.1 0.5 0.2 0.0 04 01
United Kingdom 25 0.0 0.0 1.4 1.9 38 0.4 0.2 7.2
Others 0.8 1.1 0.0 01 0.0 0.9 0.0 1.5 0.0
Canada 03 0.6 03 0.0 2.6 0.1 0.0 1.3 0.0
Australia 6.9 1.5 0.0 3.8 1.8 8.0 25.1 01 0.8
United States 44 44 0.0 12 114 20 54 55.6 0.5
New Zealand 10.7 0.1 0.0 472 1.8 18.6 0.0 0.0 0.0
Others 17.2 0.2 7.4 0.5 15.0 29.8 3.0 0.0 2.0

Source: Same as appendix Al2.
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Appendix A17. Singapore: Diversification in terms of Types of
Companies set up Abroad, 1990.

Activity of Investor in No. of Companies Set Up Same Total
Singapore Abroad in a Different Activity

Activity
Agriculture 2 6 8
Mining 0 2 2
Manufacturing 140 265 405
Construction 22 54 76
Commerce 150 411 561
Transport 36 120 156
Financial 505 310 815
Real Estate 47 43 90
Business Services 87 71 158

Source: Same as appendix Al12.

Appendix A18. Singapore: Rates of Return by Activity Abroad, 1990.

Activity Rate of Return (%)
Total 6.1
Agriculture 1.1
Mining 9.6
Manufacturing 9.5
Construction -15.9
Commerce 5.1
Transport 11.2
Financial 5.7
Real Estate 2.5
Business Services 6.8
Others 5.2

Source: Same as appendix Al2.

309



Appendix A19. Rates of Return of Major Host Countries

Host Country

Rate of Return (%)

Activity with Highest rate of
return

Malaysia 9.7 Transport

Hong Kong 21.3 Financial (Investment
Holding)

New Zealand 14.5 Financial (Investment
Holding)

Netherlands (2.1) COMMERCE

Australia (38.5) Business Services

USA 29.3 Financial (Investment
Holding)

Taiwan (8.3) Manufacturing

Thailand (1.4) Commerce

Source: Same as appendix Al2.
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Appendix B
Fieldwork Data
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Appendix Bl. Tabulation of Push Factors
Type of Ownership

Type of

1.578
2.000
64

Number

Number

Value

1.00
2.00

Total

Ownership

std dev

Frequency Percent

Missing cases

of Employees

Value

1.00
2.00
3.00
4.00

Total

of Employees

std dev

27
37

.498

Frequency
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.900
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48.00 1 1.6 l.6 71.9
49.00 1 1.6 l.6 73.4
50.00 1 1.6 1.6 75.0
51.00 1 1.6 1.6 76.6
53.00 1 1.6 1.6 78.1
55.00 1 1.6 1.6 79.7
58.00 1 1.6 1.6 81.3
59.00 1 1.6 1.6 82.8
60.00 1 l.6 l.6 84.4
62.00 1 1.6 1.6 85.9
64.00 1 1.6 1.6 87.5
66.00 1 1.6 1.6 89.1
68.00 1 l.6 1.6 90.6
69.00 1 1.6 1.6 92.2
72.00 1 1.6 1.6 93.8
77.00 1 1.6 1.6 95.3
79.00 1 1.6 1.6 96.9
93.00 1 1.6 1.6 98.4
150.00 1 1.6 1.6 100.0
Total 64  100.0  100.0
INVESTMENT: Current capital invest level ($million)
Mean 31.063 Std dev 28.571 Minimum 1.000
Maximum 150.000
Valid cases 64 Missing cases 0
STRATEGY: Current investment strategy
Valid Cum
Value Label Value Frequency Percent Percent Percent
Joint venture 1.00 31 48.4 48.4 48.4
Minority stake 2.090 26 40.% 40.6 '89.:1
100% equity 3.00 / 10.9 iv.y 1v0.0
Total 64 100.0 100.0
STRATEGY: Current investment strategy
Mean 1.625 std dev .678 Minimum 1.000
Maximum 3.000
Valid cases 64 Missing cases 0
GSP Push: Loss of General Preference Status
Valid Cum
Value Label Value Frequency Percent Percent Percent
1.00 33 51.6 51.6 51.6
2.00 18 28.1 28.1 79.7
3.00 7 10.9 10.9 90.6
7.00 1 1.6 1.6 92.2
10.00 5 7.8 7.8 100.0
Total 64  100.0  100.0
GSP Push: Loss of General Preference Status
Mean 2.297 Std dev 2.454 Minimum 1.000
Maximum 10.000
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valid cases 64 Missing cases 0

ASD Push: Appreciating Singapore dollar
valid Cum

value Label Value Frequency Percent Percent Percent
2.00 12 18.8 18.8 18.8
3.00 9 14.1 14.1 32.8
4.00 10 15.6 15.6 48.4
5.00 7 10.9 10.9 59.4
6.00 17 26.6 26.6 85.9
7.00 3 4.7 4.7 90.6
8.00 4 6.3 6.3 96.9
9.00 2 3.1 3.1 100.0

Total 64  100.0  100.0

ASD Push: Appreciating Singapore dollar

Mean 4.672 Std dev 1.968 Minimum 2.000

Maximum 9.000

valid cases 64 Missing cases 0

GS Push: Government support

valid Cum
Value Label value Frequency Percent Percent Percent
.00 1 1.6 1.6 1.6

1.00 26 40.6 40.6 42.2
2.00 28 43.8 43.8 85.9
3.00 9 14.1 14.1 100.0
Total 64 100.0 100.0

GS Push: Government support

Mean 1.703 std dev .728 Minimum .000

Maximum 3.000

Valid cases 64 Missing cases 0
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HOC Push: High operating costs

Valid C
Value Label Value Frequency Percent Percent Perggnt
2.00 9 14.1 14.1 14.1
3.00 7 10.9 10.9 25.0
4.00 3 4.7 4.7 29.7
5.00 22 34.4 34.4 64.1
6.00 8 12.5 12.5 76.6
7.00 7 10.9 10.9 87.5
8.00 5 7.8 7.8 95.3
9.00 3 4.7 4.7 100.0
Total 64  100.0  100.0
HOC Push: High operating costs
Mean 5.078 std dev 1.954 Minimum 2.000
Maximum 9.000
valid cases 64 Missing cases 0
DP&R Push: Diversification of products/risks
Valid Cum
Value Label Value Frequency Percent Percent Percent
1.00 1 10.9 10.9 10.9
2.00 25 39.1 39.1 50.0
3.00 5 7.8 7.8 57.8
4.00 14 21.9 21.9 79.7
5.00 4 6.3 6.3 85.9
6.00 7 10.9 10.9 96.9
8.00 2 3.1 3.1 100.0
Total 64  100.0  100.0
DP&R Push: Diversification of products/risks
Mean 3.219 std dev 1.750 Minimum 1.000
Maximum 8.000
Valid cases 64 Missing cases 0
HLRC Push: High land/rent prices in Singapore
valid Cum
Value Label Vvalue Frequency Percent Percent Percent
2.00 1 1.6 1.6 1.6
5.00 3 4.7 4.7 6.3
6.00 2 3.1 3.1 9.4
7.00 16 25.0 25.0 34.4
8.00 15 23.4 23.4 57.8
9.00 16 25.0 25.0 82.8
10.00 11 17.2 17.2 100.0
Total 64  100.0  100.0
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HLRC Push: High land/rent prices in Singapore

Mean 8.047 std dev 1.527 ini
Maximum 10.000 Minimum
valid cases 64 Missing cases
HLC Push: High labour costs in Singapore
valid
value Label Value Frequency Percent Percent
5.00 2 3.1 3.1
6.00 5 7.8 7.8
7.00 4 6.3 6.3
8.00 16 25.0 25.0
.00 17 26.6 26.6
10.00 20 31.3 31.3
Total 64  100.0  100.0
HLC Push: High labour costs in Singapore
Mean 8.578 std dev 1.366 Minimum
Maximum 10.000
Valid cases 64 Missing cases
LIDM Push: Limited domestic market
valid
Value TLabel value Frequancy Percent Percent
2.00 5 7.8 7.8
4.00 13 20.3 20.3
5.00 16 25.0 25.0
6.00 5 7.8 7.8
7.00 4 6.3 6.3
8.00 8 12.5 12.5
9.00 1 1.6 1.6
10.00 12 18.8 18.8
Total 64  100.0  100.0
LIDM Push: Limited domestic market
Mean 6.141 std dev 2.468 Minimum
Maximum 10.000
Valid cases 64 Missing cases
GIRS Push: Govt industrial restructuring strategy
valid
Value Label value Frequency Percent Percent
.00 9 14.1 14.1
g.OO 7 10. 10.9
6.00 22 34.4 34.4
7.00 9 14.1 14.1
8.00 11 17.2 17.2
9.00 4 6.3 6.3
10.00 2 3.1 3.1
Total 64  100.0  100.0
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GIRS Push: Govt industrial restructuring strategy

Mean 6.406 Std dev 1.561 Minim
Maximum 10.000 um
valid cases 64 Missing cases 0
LS Push: Domestic labour shortage
Vvalid
vValue Label Value Frequency Percent Percent
5.00 1 1.6 1.6
6.00 1 1.6 1.6
7.00 9 14.1 14.1
8.00 13 20.3 20.3
9.00 13 20.3 20.3
10.00 27 42.2 42.2
Total 64  100.0  100.0
LS Push: Domestic labour shortage
Mean 8.828 std dev 1.254 Minimum
Maximum 10.000
Valid cases 64 Missing cases 0
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Appendix B2. Tabulation of Pull Factors

TAX Pull: Tax incentives
Valid c
Value Label Value Frequency Percent Percent Perggnt
1.00 12 18.8 18.8 18.8
2.00 16 25, 25.0 43.8
3.00 6 9.4 9.4 53.1
4.00 4 6.3 6.3 59.4
5.00 13 20.3 20.3 79.7
6.00 4 6.3 6.3 85.9
7.00 2 3.1 3.1 89.1
9.00 7 10.9 10.9 100.0
Total 64  100.0  100.0
TAX Pull: Tax incentives
Mean 3.813 std dev 2.513 Minimum 1.000
Maximum 9.000
Valid cases 64 Missing cases
FIC Pull: Favourable investment climate
Valid Cum
Value Label Value Frequency Percent Percent Percent
1.00 6 9.4 9.4 9.4
2,00 14 21.9 21. 31.3
3.00 3 4.7 4.7 35.9
4.00 4 6.3 6.3 42 .2
5.00 11 17.2 17.2 59.4
©.00 16 25.v z25.0 Od4.qa
7.00 2 3.1 3.1 87.5
8.00 5 7.8 7.8 95.3
9.00 3 4.7 4.7 100.0
Total 64  100.0  100.0
FIC Pull: Favourable investment climate
Mean 4.547 std dev 2.329 Minimum 1.000
Maximum 9.000
Valid cases 64 Missing cases
TB Pull: Trade barriers / market protection
valid Cum
Value Label Value Frequency Percent Percent Percent
1.00 10 15.6 15.6 15.6
2.00 19 29.7 29.7 45.3
3.00 15 23.4 23.4 68.8
4.00 3 4.7 4.7 " 73.4
5.00 8 12.5 12.5 85.9
6.00 2 3.1 3.1 89.1
8.00 2 3.1 3.1 92.2
9.00 1 1.6 1.6 93.8
10.00 4 6.3 6.3 100.0
Total 64  100.0  100.0
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TB Pull: Trade barriers / market protection

Mean 3.469 Std dev 2.456 ini .

Maximum 10.000 HMinimum 1.000

valid cases 64 Missing cases 0

PTS Pull: Proximity to Singapore

valid Cum

value Label Value Frequency Percent Percent Percent
2.00 6 9.4 9.4 9.4
3.00 9 14.1 14.1 23.4
4.00 7 10.9 10.9 34.4
5.00 14 21.9 21.9 56.3
6.00 13 20.3 20.3 76.6
7.00 5 7.8 7.8 84.4
8.00 7 10.9 10.9 95.3
9.00 3 4.7 4.7 100.0

Total 64  100.0  100.0

PTS Pull: Proximity to Singapore

Mean 5.203 std dev 1.945 Minimum 2.000

Maximum 9.000

Valid cases 64 Missing cases 0

GI Pull: Good infrastructure

Valid Cum

Value Label Value Frequency Percent Percent Percent
1.00 5 7.8 7.8 7.8
2.00 11 17.2 17.2 25.0
3.00 6 9.4 9.4 34.4
4.00 11 17.2 17.2 51.6
5.00 10 15.6 15.6 67.2
6.00 6 9.4 9.4 76.6
7.00 2 3.1 3.1 79.7
8.00 10 15.6 15.6 95.3
9.00 3 4.7 4.1 100.0

Total 64  100.0  100.0

GI Pull: Good infrastructure

Mean 4.625 Std dev 2.:80 Minimum 1.000

Maximum 9.000

Valid cases 64 Missing cases 0

319



SLCR Pull: Shared language culture & religion

valid
value Label Value Frequency Percent Percent Pegggnt
1.00 7 10.9 10.9 10.9
2.00 10 15.6 15.6 26.6
3.00 4 6.3 6.3 32.8
4.00 2 3.1 3.1 35.9
5.00 8 12.5 12.5 48.4
6.00 2 3.1 3.1 51.6
7.00 8 12.5 12.5 64.1
8.00 8 12.5 12.5 76.6
9.00 10 15.6 15.6 92.2
10.00 5 7.8 7.8 100.0
Total 64  100.0  100.0
SLCR Pull: Shared language culture & religion
Mean 5.609 Std dev 3.053 Minimum 1.000
Maximum 10.000
valid cases 64 Missing cases 0
ACL Pull: Availability of cheap labour
Valid Ccum
Value Label Value Frequency Percent Percent Percent
4.00 1 1.6 1.6 1.6
5.00 5 7.8 7.8 9.4
6.00 4 6.3 6.3 15.6
7.00 9 14.1 14,1 29.7
8.00 17 26.6 26.6 56.3
.00 17 26.6 26.6 82.8
10.00 11 17.2 17.2 100.0
Total 64  100.0  100.0
ACL Pull: Availability of cheap labour
Mean 8.047 std dev 1.527 Minimum 4.000
Maximum 10.000
Valid cases 64 Missing cases 0
CLR Pull: Cheap land & raw materials
valid Cum
Value Label value Frequency Percent Percent Percent
2.00 1 1.6 1.6 1.6
4.00 1 1.6 1.6 3.1
5.00 21 32.8 32.8 35.9
6.00 8 12.5 12.5 48 .4
7.00 5 7.8 7.8 56.3
8.00 13 20.3 20.3 76.6
9.00 5 7.8 7.8 84.4
10.00 10 15.6 15.6 100.0
Total 64  100.0  100.0
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CLR Pull: Cheap land & raw materials

Mean 6.922 std dev 1.986 ini
Maximum 10.000 Minimum 2.000
valid cases 64 Missing cases 0
LDM Pull: Large domestic market
valid Cum
vValue Label Value Frequency Percent Percent Percent
1.00 1 1.6 1.6 1.6
2.00 3 4.7 4.7 6.3
3.00 4 6.3 6.3 12.5
4.00 10 15.6 15.6 28.1
5.00 2 3.1 3.1 31.3
6.00 15 23.4 23.4 54.7
7.00 9 14.1 14.1 68.8
8.00 10 15.6 15.6 84.4
9.00 8 12.5 12.5 96.9
10.00 2 3.1 3.1 100.0
Total 64  100.0  100.0
LDM Pull: Large domestic market
Mean 6.156 std dev 2.191 Minimum 1.000
Maximum 10.000
Valid cases 64 Missing cases 0
PS Pull: Political stability
valid Cum
Value Label Value Frequency Percent Percent Percent
2.00 1 1.6 1.6 1.6
3.00 1 1.6 1.6 3.1
4.00 2 3.1 3.1 6.3
5.00 12 18.8 18.8 25.0
6.00 1 1.6 1.6 26.6
7.00 10 15.6 15.6 42.2
8.00 12 18.8 18.8 60.9
9.00 14 21.9 21.9 82.8
10.00 11 17.2 17.2 100.0
Total 64  100.0  100.0
PS Pull: Political stability
Mean 7.516 std dev 2.024 Minimum 2.000
Maximum 10.000

Valid cases 64 Missing cases 0
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Appendix C

Specimen of Fieldwork Questionnaire
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Appendix C1

COVER LETTER
Dear Sir/Madam,

REQUEST FOR RESEARCH INTERVIEW

Firstly, let me introduce myself. 1 am currently engaged as a Ph.D. research scholar from the
UK (Department of Economics, London Guildhall University) attached to the National
University of Singapore (Department of Economic & Statistics) for fieldwork. It is a
requirement of a good PhD thesis that it be a useful contribution of knowledge to a given
field of study, and I have chosen as a title of my thesis, “The Determinants of Direct
Overseas Investment from Singapore’s.

The primary objective is to examine what motivates Singapore firms to venture overseas;
investigate the geographical spread of Singapore subsidiaries abroad; identify the strength and
weakness of Singapore firms venturing abroad; and to ask if the current trend is likely to

continue into the next decade.

I have the support of some of the academic staff at the National University of Singapore,
including Associate Professor Pang Eng Fong and Dr. Caroline Yeoh, Department of Business
Policy; Associate Professor Basant Kapur, Head of Economics & Statistics; Dr. Carl Grundy-
Warr, Department of Geography; and Mr. Sree Kumar, Institute of Southeast Asian Studies.

In order to help me to understand more about Singapore’s investments abroad I would like
to conduct an interview with an appropriate person from your firm. The discussion would
focus on the main reasons for firm’s decision to invest overseas, and the main criteria for
choosing locations for investment. However, to give you a clear picture of my agenda for

discussion I have listed some questions (see attached sheet).

I look forward to your reply. If you need further particulars about my research you may

contact me on (7726022) or alternatively telephone either Dr. Caroline Yeoh (7723005) or Dr.
Carl Grundy-Warr (7723857).

Thank you for your attention.

Samuel Bassey Okposen
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QUESTIONNAIRE

Appendix C2.

1.0

1.1

1.2

1.3

1.4

1.5

2.0

2.1

2.2

Company Background

Name of Company:

Date of Incorporation:

Type of Business:

Type of Ownership:

(a)
(b)
©
(d)

Wholly Foreign
Majority foreign
Wholly local
Majority local

Number of Employees:

(2}
(b)
(©
(d)
(e)

1-100

101 - 200
201 - 300
301 - 400
401 and over

Overseas Investments

NN N N
N N N N

AN SN SN AN -
AT S N N

Is your company presently investing overseas?

Yes

If your answer to question 2.1 is yes, please indicate approximately your current
capital investments level below:

(a)
(b)
(©
(d)
()

() No ()

S$1 - S$20 million
S$21 - S$40 million
S$41 - S$60 million
S$61 - S$80 million
S$81 - S$100 million
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2.5

2.3

3.0

3.1

(®)

Please indicate any of the following strategies that best describe your current

S$101 million and over ()

investment abroad.

(a)
(b)
(©)
@)

Joint venture

Minority stake

100 per cent equity
Others (please specify)

N TN N N
N’ N’ N’ N

In which of country is your current investments located?

Direct

Investment Determinants

Major Push Factors

Please rank each of the following listed factors between the scale of 1 (of no
importance) to 10 (of extreme importance) why your firm have decided to invest

abroad.

(d)
©)
®
(2)
(h)
(i)
()

Toss of Geperalised Preference Statia

Appreciating Singapore Dollar

Government support

High Operating costs (eg. CPF,tax and statutory fees)
Diversification of products and/or risks

High Land and rent prices in Singapore

High Labour costs in Singapore

Limited domestic market

Government industrial restructuring strategy

Domestic labour shortage
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3.2  Key Pull Factors

Please rank each of the following factors between the scale 1 (of no importance) to

10 (of extreme importance) why your firm have decided to invest in the present
location.

(@)  Tax incentives ()
(b)  Favourable investment climate ()
(©) Trade barriers/ market protectionism ()
@) Proximity to Singapore ()
(¢)  Good infrastructure ()
() Shared language, culture, and religion ()
(g)  Availability of cheap labour ()
(h) Cheap land and raw material ()
(i) Large domestic markets ()
G) Political Stability ()

Thank you for cooperation.
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Appendix C3. Agenda and Questions for Discussion

T.he Followir}g is a list of possible headings and questions for discussion. They should
give you an idea of the focus of this research. I thank you for any cooperation given

to aid this project. Confidentiality of information will be strictly observed. The
results are for the PhD thesis only.

1. General Questions

(a) Is your company currently wholly local-owned, wholly foreign-owned or joint-
venture?

(b) What is your yearly turnover?

(©) What were the main motivating ‘push’ and ‘pull’ factors for your direct
investment overseas?

(d) What do you consider to be the main obstacles facing Singaporean companies
seeking to invest overseas?

(e) What are the main advantages to be gained from diversified geographical

investments as opposed to concentrated investments within one region or
country?

2. Target Markets

(@) What were your target markets?

(b) Do you have any plans to invest in highly competitive markets such as US and
Europe?

(c) Will you be investing in China?

3. Trends and Patterns of Overseas Investments

(a) When would you consider was the first time your firm carried out overseas
investments.

(b) Do you intend to diversify your investments to other locations?

(c) What are the shares of local (Singapore) and overseas investments?

(d)  Can you give me an idea of the proportions of investments within certain

countries or regions of the world?
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Corporate Strategy

(@) How does your current investment fit in with your corporate strategy?
(b)  Are you still investing in the same product line?

Support/Incentives

(@) Do you have any support, such as incentives from the Singapore government,
or the host country government?

Operational Problems

(@) What were some of the main operational problems you encountered in each of
the countries you have invested in?
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