


To succeed in restructuring our economy, our workers must have the right work attitudes. Periodically, EDB and Ministry of Labour give me the feedback from investors.
I have released a recent report of EDB plus illustrations given by
Ministry of Labour of poor work attitudes they had come across in their latest survey. Both reports list the more vivid examples of the shortcomings of our workers. If such attitudes were the norm and widespread, then we would be in grave trouble. Nevertheless, they disclose the beginnings of a lackadaisical approach to life and work which Singaporeans can ill afford.
We must remain as keen, eager, and diligent in the '80s as were in the '60s when we were hungrier. I have brought out these signs of softening into the open. It is the best way to tackle the problem. A younger generation that has not known privation and hardship must be tutored by their elders who have known unemployment and despair in the virtues of hard work, thrift and dedication.
Those problems that spring from too many jobs opportunities for
Singaporeans, like job-hopping, will be solved by the restructuring. Labour intensive industries must relocate or cut down on labour by mechanisation and better management. Over the last 15 years, we have admitted tens of thousands of work permit holders to do the jobs at the lower end of the skill and salary scales. This allowed Singaporeans to go up the socio-economic ladder without great effort.
As citizens they can afford to pick and choose. Now, it is time to bring in work permit holders in the middle ranges of the skill and salary scales.
Better quality foreign workers can put the spurs on the hinds of Singaporean.
Liberal immigration policies of skilled and disciplined workers for permanent residence with the view to later citizenship, will make Singaporeans sit up and try harder. Singaporeans who have been climbing up the socio-economic ladder on the backs of work permit holders must now make it on their own merits.

Let me recap their main criticism: our workers do not like to do shift work. They lack quality consciousness. Instead of detecting and preventing defective products as Japanese workers do, our workers leave quality controllers to discover and reject defective work.
Our workers are not interested in what happens outside their immediate area of job responsibility. They do not clean up their workplaces, not look after their fellow workers’ duties when they are occasionally away at the toilets, for instances. They take no initiative to safeguard the company’s interests or property. They are reluctant to accept redeployment during off-peak hours, unwilling to take work responsibility in a related area outside their immediate job function even though they are unoccupied.
Of course, we must remember that these critics come from Japanese, German and American managements. Each management measures the
Singaporean worker against his ideal Japanese, German, Dutch or American worker. Hence it is no accident that the most critical assessments come from Japanese and Germans; and that the British have the least complaints. But if we are to make the grade, then Singaporeans must measure themselves against the highest standards, be they Japanese or German.


These shortcomings threaten our restructuring policy. They will discourage management from bringing in expensive high technology equipment that they must install to increase productivity and reduce the workforce. I am confident that a people who have responded to so many campaigns to improve social behaviour can respond to this challenge. A people who are prepared to and have changed their language habits to English as the first language, and Mandarin, Malay or Tamil as the second language, have that common sense and the desire for advancement to change their work attitudes. Lim Chee Onn tells me that where management and supervisors have succeeded in motivating workers and welded their workforce into a good team, he does not hear these complaints. Attitudes to work are the result of learning at home from parents, siblings and relatives, in school from teachers and fellow students, in the work place whether factory or office, from supervisors and fellow workers. Attitudes to work, whether dedicated or indifferent, can be reinforced or changed by training and retraining on the job. Government, management and unions, together, must join in the campaign to change these bad practices. We must discuss our problems frankly and publicly, get down to the root causes, create a positive atmosphere for a change, and work out the right mix of incentives and disincentives to speed up that change. This is a task the younger ministers and Mr Lim Chee Onn are well equipped to discharge. I have discussed this with them. They understand the problem. They are closer to this younger generation of workers.
This year, the NWC made a radical departure when they agreed that
3% increase will be an incentive payment at the discretion of the employer. It would have been easier and simpler for the government and unions to carry on the previous practice of a uniform, blanket increase. But this will aggravate the problem, the trend towards grey mediocre performance: outstanding workers will not be recognised and rewarded, and at the other end, bad workers are not reprimanded and made to pull themselves up. This 3% incentive payment will require employers to evaluate, identify and reward the above average performers.
Our unions have agreed to and do support this policy. This is only the beginning of a process which over the next 5-7 years will get management accustomed to resuming and exercising control of the right to reward those who excel, withhold rewards from those who are not pulling their weight, and dismiss those who are unruly, recalcitrant or undisciplined.
This 3% incentive payment restores to management their freedom to reward productivity. If workers do not want to work overtime when there are urgent orders to fulfil, then they do not deserve this extra recognition. If workers do not wish to work the later shifts, perhaps management must pay more for the later shifts, and those who do get this extra 3%. The result of trade union bargaining in the last 20 years, plus the uniform, blanket effect of NWC recommendations, an across-the-board percentage increase for good, fair, and poor workers, have compressed differentials in pay. Now, we must reverse the trend. The concertina of salary differentials which had been squeezed closer together towards more uniformity, must now be pulled and spread apart. The distinctions between the good, average and poor workers must not be blurred. I know it is difficult to change established habits, but it must be done. I know it is invidious to choose between people of the same grade. For example, when I travel, I have to choose which of the ten security officers to travel with me.
Between the OC of Security Branch and me, we have to openly identify those who are more alert, more steady, more dedicated. We have to choose between them. Often, we agree in our observations and assessments.

Maximum achievement or the highest productivity in a nation depends upon team work. Each citizen must develop to his maximum potential.
This is what I mean when I say we have “to convert our natural talent pyramid into our expertise pyramid”. We may have the natural talent in our population.
But it is not economically productive in the contemporary world unless they have been trained in the skills and expertise required of the jobs in the present state of our economy. And they must be ready to upgrade for the next stage. The expertise pyramid can be fully productive only through maximum team work.
Conflicts, whether between social classes or between management and labour, will cause a loss in total productivity.
To achieve this maximum productivity as we convert our natural talent pyramid to our expertise pyramid, there must be minimal demoralisation in those who do not make it to the higher levels. Every parent and every child hopes to make it to the highest level. The end result in every society is still the pyramid, not the mushroom: the higher the performance required, the fewer can reach those levels. Nevertheless, those in the lower levels of skills and education must feel that they are wanted and valued. They can feel this only if they feel themselves a part of a united team, of a united society, in which they will be looked after, fairly and justly, by those who have made it to the higher levels.
This is the secret of Japan’s success. Japanese dedication to their job, to their family, to their company, to their nation. The lowliest employee in the firm knows that his personal interest are cared for by the top managers. He is confident that when times are bad, those at the top will share his hardships; more, they will spare no effort to find a way to lighten his burden. Japanese managers, even as recently as the recession in 1974, had committed harakiri when their companies went bankrupt and they felt they had failed their subordinates.
We have different cultural values and a different historical tradition.
Nevertheless, we can build up this team spirit, this esprit de corps, where every individual gives of his best for the team, for the nation, to achieve its maximum.
And the team, the nation, in turn, takes care of the individual, fairly and equitably. The art of government is the art of building up this team spirit. After 21 years, we have made everybody feel more secure, feel more assured of a place in society. If we all put in our best, there can be a decent life for everyone and, later, a dignified retirement.


Amidst the gloom of high inflation, high unemployment, high interest rates and low growth rates in America and Western Europe, Singapore is fortunate to have made 9.9% growth in the first quarter of this year.* Our inflation measured by the Consumer Price index for the first six months of 1981 has gone down to 6.7%, compared with 9.8% for the corresponding period last year, a decrease of one-third. Whilst severe crises and tensions grip Poland, Afghanistan, Kampuchea, and Iran, we have been blessed with stability in ASEAN. Stability and good growth rates go together. In all the five countries of ASEAN, growth rates ranged between 5-10% in 1980. The prospects are for continuing stability and cooperation, thus encouraging more investments and further growth in every ASEAN country. This is in stark contrast to the harsh and bitter conditions of war, food shortages and privation in the countries of Indo-China -- Vietnam, Laos and Kampuchea. This year’s NWC award of $32 plus 6-10%, or an increase of 14-18% in wages, marks the last of three successive high NWC increases. Next year, the NWC increase will be based on increase in productivity. Increases must be deserved through higher output. Management and workers must strive to increase productivity by lowering unit cost. Management must press ahead with more automation, computerisation and newer machines. Workers continue to be in short supply. Key factors to higher productivity are better equipment, improved production methods, better management-worker relations, and workers with good work attitudes. In the 1980’s we must move our products and our services up-market, in other words, make them more skill-intensive and more knowledge-intensive. We must aim to become, by the 1990s, an information and a brain services centre. Success will depend upon getting our workers better educated with better work attitudes and more team spirit. Everyone will be educated to his maximum potential, whether in the university, the polytechnic, or the VITB. Every worker must also learn the right attitudes to work, which include a willingness to do one’s work well, to be punctual, to keep one’s work place clean and tidy, and help out in the work of one’s fellow-workers and to take up other side duties willingly and promptly. These attitudes have to be taught in schools. For those who have missed learning them in school, then their learning must start in their place of work. It is never too late to improve work attitudes. The quality of teachers we are recruiting is improving. The ratio of teachers to students is better. Our recruitment officers in Britain and America are getting more responses from better qualified staff to fill vacancies in the NUS, NTI, Polytechnic, Ngee Ann, and VITB. We are encouraging our own teachers to improve their standards by offering them further training on scholarships and bursaries. Our objective is a total uplift in the levels of knowledge and skills, especially those areas crucial to the next stage of our economic development: practical engineering and computer science. We shall become more productive through higher standards of training, better work attitudes and greater team spirit. You know that recently Rollei had to be wound up. Rollei decided, over 10 years ago, in 1970, to transfer its camera manufacturing operations from Germany to Singapore. German workers’ wages then were three times higher than Japanese; Japanese workers’ wages were four times that of Singaporeans. By using lower-wage Singaporeans, Rollei had hoped to keep their market. Even in 1970, Rollei cameras were lagging behind Japanese cameras in new technology. Rollei kept their R&D in Germany and transferred production to Singapore. Some say the transfer of training and skilled to Singapore was too quick and so became too costly. There were, of course, other important causes for Rollei’s failure. The Japanese had done more research on consumer preferences, and incorporated the great leaps in Japanese microchip technology into their cameras, in automatic range-finding, automatic lighting and aperture control, and a wide range of improvements. But most important of all, the Japanese lowered their per unit labour cost, through automation and the use of robots, and through high productivity from Japanese workers who worked assiduously in quality control circles to achieve zero defects. We can learn our lessons from the way Japanese beat Rollei in spite of lower-wage Rollei workers in Singapore. Now we must get another partner with good R&D and the markets. The way to survive is to bring out products which will continue to improve because of good R&D, and which will become cheaper and more competitive because workers increase their productivity through quality control and zero defects circles, and through cooperation with management to improve quality and to reduce cost. Never forget that we have got to keep moving upwards in technology. Other developing countries have seen how South Korea, Taiwan, Hong Kong and Singapore have done it and are catching up. Also, we must move out of products which will run into more protectionist barriers because more developing countries are entering the lower technology market. We have to use our natural strong points against other countries, what economists call “comparative advantage”, e.g., our location as an international junction for transport and communications, our good economic and social infrastructure, our educated and quick learning workers. We must invest to improve upon these advantages, both the physical and human infrastructure. Hence we invested $1.5 billion on the new Changi Airport; hence the buildings, new equipment and teachers in schools, VITB, Polytechnic, NUS and NTI. In short, we have to get every Singaporean to rise to his maximum potential, to change his or her habits as an individual achiever and to learn to be a team achiever. To increase productivity, this concept of what productivity is must penetrate into every Singaporean mind. Put in a simple way, we are now in the middle stages of our economic development. Our technology, skills, wages and products are better than those of the 1960s and 1970s. If we want to increase our per capita productive output, we must have higher per capita investment in more automated and computerized machines, which in turn requires better educated and more highly-trained workers to operate. These machines and workers will become most productive when they are working under enlightened and efficient management, a management that knows how to motivate its workers, how to get them loyal to and identified with the company, and to give of their best for their work team and for their company. The company must care for the welfare, employment and future of its workers to win their loyalties. We have to get everyone receptive to these new attitudes and ideas so that increasingly workers and management will work in harmony, thereby increasing productivity. We must eradicate the old antagonisms of talking about “them” the bosses and “us” the workers. To help achieve these objectives, I met recently management and union representatives to get them to join the government in a Productivity Council. It will take us many years to achieve our goal. Conditions are favorable for a good start. Management representatives - Singaporean, American, Japanese and European -- are keen. I agree with them that productivity is a function of management. In our circumstances, the government and the unions have a major role to play: making workers more receptive to new ideas and ways of doing things. Goods and services are not going to get cheaper because oil or energy, which drives the machines, is going to get dearer. So HDB homes will not get cheaper. The answer is to increase our earning capacity by increasing productivity, which means workers with more skills and professionalism, cooperating with each other and with management to reduce the unit cost of each product. Then, despite higher prices, you can still afford to buy HDB homes with the latest improvements and high-quality finishes. Then you can also afford the latest and most energy-saving of refrigerators, washing machines and colour television. All this depends upon higher levels of education, which I am confident Singaporeans can achieve, and on team spirit which Singaporeans must learn to adopt as a way of life. We have to make our products more competitive, against the whole world. This is our best guarantee of a secure future. We shall have a good year of economic growth in 1981, probably above 8%. Let us use these next few years to consolidate our gains, by becoming a better trained, better organized, and more productive people.



This time last year, most economists and bankers expected 1982 to be a year of economic recovery in America. Things have turned out differently. The global economic prospects are gloomy. High interest rates in America threaten to choke off an economic recovery. Europe is pleading with America to reduce its budget deficits and so lower interest rates. Japan has scaled down her growth prospects for this fiscal year (1 Apr 82 - 31 Mar 83), from 5% to 3%. Worse because of high unemployment, 9.5% in America, 9% in Europe, protectionism and trade wars are openly threatened. Pressures from unions and exporters lead each to accuse the other of unfair practices. The Japanese, having the best export performance, are threatened by both America and Europe. These developments have affected the prospects of ASEAN countries. Even oil exporters like Malaysia and Indonesia have been hurt. Oil prices have not increased. Instead, OPEC countries have cut back oil production to keep up prices though demand has gone down. Prices of ASEAN commodity exports have dropped steeply, in the case of tin by as much as 40%. Of all ASEAN economies, Singapore’s is the most exposed. In spite of the considerable momentum for growth in our economy, we shall find this year a difficult one. A cautious assessment by Ministry of Trade and industry of 8-10% growth for 1982 at the time of my New Year message, has been revised to 5-7%. And if the economy in America is very weak, we may end up with less than 5%. There are troubled times ahead for all countries including Singapore. The Singapore economy can stand recession in America and Europe for one or two more years, but no longer. Our external trade is 3-4 times the value of our GDP, our total domestic output of goods and services. Only Hongkong is more vulnerable to external economic pressures. In a prolonged recession, or a depression, the younger generation, those between 18 and 30, will find the going hard because they have never experienced unemployment and deprivation. The experience will be sobering, but not crippling, for they will learn to face and overcome adversity as an earlier generation learned to do. But however difficult things may be, unless a reckless government mismanages our economy, we should never go back to the poverty of the 1950s and 1960s. Then we suffered from poor nutrition, bad overcrowding because of inadequate housing, and very high unemployment of over 12%. The older generation know the meaning of poverty and hardship. They were tempered and toughened by hard times. The younger generation’s experience has been that life improved each year with new industries, new banks, new hotels, all bringing better job prospects. A sudden slowdown will be painful. Let me assure you that we can learn to cope with rough weather. Of course, the loss of high expectations of continuing high growth will be unsettling. The answer to such setbacks is not to wring our hands at our bad luck, but to work harder, to improve our work attitudes, and to increase productivity. Our young and middle-aged workers must improve their educational and skill levels. We can improve our pace of work, make less mistakes, and we shall make the grade. We cannot go backwards in time, to the old trading port of Singapore. We have to move forward and upwards, diversify our economy, upgrade technology in factories and offices, and increase our knowledge and skills. We have to automate and computerise, and later to use robots. We must break through to a higher level of technology and achieve the competence to work that technology. Then we shall ensure security in a competitive world. To attract more sophisticated investments, we must increase productivity. Whether in a factory or an office, we must develop a more cooperative spirit. Workers must cooperate with each other and with management to build up team  spirit. Furthermore, we must move away from those goods which face ever increasing competition from low wage countries, like cheap textiles and low value wood products. My generation is not given to wishful thinking. We have learned to take tough measures with despatch, when to delay taking them meant allowing matters to get worse. Unfortunately, experience is a personal asset, a store of knowledge which only life can teach. It is not possible to transfer it to a younger generation. If you are under 30, you will have to learn through experience that stability, growth and prosperity cannot be taken for granted. They have to be worked for and achieved. And having achieved them, you have to work hard to preserve them. If we are prudent, we can manage our economy and preserve our savings to overcome a prolonged recession without a catastrophe. If we trust to luck and take high risks, we shall be ruined. Because we have no plantations or mines, no rivers to dam up for hydro-power and irrigation, but only people on small piece of land, once bankrupt, we shall not recover. No World Bank or consortium of donors can revive us. Now, foreign workers flock to Singapore to get jobs. If our economy goes down, our able and talented Singaporeans will emigrate to richer countries. The others will have to become guest workers in other developing countries. Singapore can offer a decent life for her 2.4 million people only if her society is well-organised, her workers well-trained and productive, and her government honest, efficient and imaginative. My deepest concern is how to make the young more conscious of security. By security, I mean defence against threats to our survival, whether the threats are external or internal. Our young, from students in schools, to full-time National Service and those in the reserves, must be fit. They must constantly practise their military skills, rehearse battle manoeuvres, and be prepared to meet any emergency. Civilisation is fragile. It is especially so for an island city state. Look at Lebanon and Cambodia. Up to 1975, Lebanon was a prosperous oasis in the Middle East. Its capital, Beirut, was a jewel of cosmopolitan sophistication, a centre for banking and commerce, a glorious tourist resort. Now all is devastation. Up to 1970, Cambodia was another oasis in a war-torn Indo-China. Two wars in ten years have since wiped out about one-third of the six-million Cambodians. Their cities are in ruins, like Angkor Wat became ruins 700 years ago, but without the attractions Angkor has for the tourists. Look at Vietnam. Seven years after North Vietnam conquered South Vietnam after 30 years of war, the Vietnamese people are still suffering. Vietnamese refugees risk their lives in small boats to get out of hell. Because I have seen governments collapse and whole peoples destroyed; because I have seen leaders I have known like Son Sann become refugees, the same Son Sann who, in 1967 as Prime Minister of Cambodia, showed me around Phnom Penh, therefore I recognize how vital the security and stability of our ASEAN neighbours is to us. Today, it is Thailand which is threatened. Tomorrow, it can be anyone of us. Without ASEAN cooperation and solidarity, one by one we can be subverted and manipulated. Once revolution and strife upset stability, investments, development and prosperity will vanish. We shall all be refugees. In 1965, when we became independent, our defence capability consisted of 2,000 soldiers in two battalions. After 17 years, the SAF has over 50,000 trained NSF and a few thousand regulars, with supporting armour, aircraft and missile gunboats. But weapons become obsolete, soldiers grow old, doctrines become outdated. New weapons must be bought, younger men must be better educated to handle more advanced weapons. More important, they must have able and resolute leaders. Security is like electricity. It can be stored but not for long. A younger generation of Singaporeans will inherit a much more complex and developed economy which provides 2.4 million with a standard of living and a quality of life than most countries in Asia, outside Japan. They will have to defend it. They will have to make and to store their own electricity. They must be vigorous and bold in taking Singapore up the technological ladder. Singaporeans will thrive and prosper only if both young and old do not ever forget that their destiny depends on a secure, a disciplined, a well-governed and a hardworking Singapore.




For the first half of this year, we made 5.6% growth. At the beginning of the year, I was cautious and expected 4% growth. The recovery in America and Europe had not taken place last year and our economists in the Ministry of Trade and Industry were not prepared to bank on a recovery in 1983. Fortunately, by the second quarter, America recovery reached 8.7% and the recovery is expected to stay strong for the rest of 1983. This recovery has pulled us up. Some sectors have done poorly and may continue to face difficulties. Our manufacturing industry went down by 8% in the first half of this year. The number of workers employed in manufacturing went down by 23,500. External trade at current prices went down by 2% although the trade sector, which includes internal trade, showed a modest increase. Tourism went down by 2%, compared to a growth of 5% last year. Fewer tourists came from the industrial countries in recession, and from our Asean neighbours. In anticipation of this downturn, we expanded construction by 31%. This was on top of last year’s increase of 36%. Construction workers increased by 23,000, most of them work-permit holders and many from non-traditional sources. The HDB has over 100,000 units under construction, a record in its history. They will complete nearly 40,000 units this year, another 40,000 next year, and again for the year after. So by 1985 the present waiting list of 110,000 to purchase flats will be cleared. And because private investors expect steady returns in the period after the recession, private sector construction has also boomed. We are able to boost or pump prime the economy because we have savings, both through the CPF and in our reserves. During this recession, when interest rates are high, we have not had to borrow money to build up our infrastructure. But it is absurd that we should be creating jobs for nonSingaporeans, because Singaporeans shy away from construction. This has to change. The building trade is mechanising construction and improving technology. HDB has six contractors using a combination of pre-fabrication and other industrialised methods of construction. We shall set up a Construction Industry Training Institute to teach the building skills. By 1992, the core of our construction workforce must be Singaporeans or Permanent Residents. We expect to award the first MRT tenders by November this year. This is high technology construction which needs highly-skilled workers. Singaporeans must use this opportunity to acquire these skills. It will be folly to employ foreign workers to teach them these skills and then send them home. Another sector of the economy which expanded was financial and business services, up by 18%. During difficult times, banks and finance companies have done more business. People move their money to seek more interest, and more companies and governments borrow. What are the factors that have enabled us to overcome this recession better than most? First, prudent budgets for many years with no deficits for current expenditure, and a balance of payments in surplus, not in deficit. This makes our currency stable. We do not need to borrow vast sums of money, because we have not overspent. When we do have to spend more than we earn that year, we have savings to dig into. A reliable Singapore dollar has helped us develop our banking and financial institutions, for money seeks security without impediment to its free flow. Another factor is good worker-management relations. For example, the sensible agreement for modest NWC increases this year - $10 + 2-6%, or 3.7% to 7.7% for an average wage of $600 per month. It is on the cautious side and takes into account the uncertainties of economic recovery. Workers will enjoy a real increase in their wages because inflation has been less than 1% for this first half year. It reflects credit on all parties, government, management and unions. We can sum up all these various factors in one word: confidence. Confidence in Singapore and Singaporeans. Confidence that the Government and people of Singapore can and will work out realistic solutions to whatever problems that will crop up. Confidence that with good labour-management relations and higher productivity, investments will yield good returns. So, against all expectations, investment commitments have increased in the first half of this year over those of last year, despite world recession. Now some words of caution. There is a one-in-three risk that the American recovery can stall next year. The fundamental economic problems remain unsolved. Real interest rates (nominal rates minus inflation) in America are very high because the annual budget deficits are expected to remain large for years. The debts owned by the developing countries, especially those of Latin America, are outstanding and growing. Frantic reschedulings have been necessary to avoid defaults which may wreck the international financial system. Furthermore, unemployment and slow growth in the industrial countries are not being solved. Outdated industrial plants in America and Europe for steel, cars and ships have made these industries inefficient when competing with those of Japan and Korea. Recently America has put import taxes on specialty steel which affected products from Europe and Japan to protect uncompetitive plants. America and Europe have not been investing as much in the decade after the oil crisis as in the one before that. So instead of industrial restructuring, protectionism is increasing. Whilst external factors are beyond our influence, we can, however, improve our own effectiveness to meet whatever problems that crop up. We must be a better educated people who can achieve higher productivity. In the long run, it is the intangibles - education, work attitudes and productivity, which are decisive. Streaming in schools, which started in 1979, has brought improvements. The number of those who leave school prematurely has dropped dramatically: in primary school by two-thirds, from 3% to 1%; in secondary school by four-fifths, from 9% to 2%. The BEST programme, to teach English and basic mathematics to workers who missed learning them in school, is doing well. Over 7,000 started in January. 60% sat for their examinations in June. 93% passed. The second enrolment has doubled, to 13,000 workers. The younger generation of workers will all be able to communicate in one working language - English - thus increasing efficiency and productivity. The productivity movement will take a generation of 20 years to bring us up to our maximum. We have a good start. Surveys show that our workers are aware of productivity and team spirit. Workers are responding and managers are improving. Feed-back from management to the Ministry of Labour is encouraging. Better human relations, more punctuality, less absenteeism, more QC circles, more job enlargement, these are signs of progress. We can imbue everyone with the will to increase productivity. So long as we remain trim and competitive, able to adapt and adjust ourselves to changing conditions, we shall stay on top of our problems.





A human being has to first satisfy his physical needs like food, water, clothing. Second, he seeks safety, to feel secure and protected. Third, he needs to belong, to be accepted. Fourth, he needs esteem and recognition. Fifth, he needs and seeks self-development, intrinsic fulfillment of his artistic, aesthetic or creative nature.
The lower of these five needs must first be satisfied before he seeks the higher needs. Further, if a person at a high level of needs and fulfillment is suddenly set back, then his lower needs will again dominate, eg if whilst fishing your cabin cruiser is blown out to sea, you will be suddenly forced to fight for survival and forget all about self-development and fulfillment of your creative impulses.
Men cannot satisfy these needs by himself. He needs the support and organization of a tribe, or of government, to achieve this. Modern technology requires specialization in a wide range of disciplines. A high-tech society needs so much knowledge and so much skills. Only an efficient and effective government can provide the framework in which peoples can fulfil their needs.
These are two different approaches to this question of how a government sets about achieving the needs of its people. In the first group are governments where politics is made to serve the economic, social and cultural needs of the people, as in Japan since the Second World War. In the second group are governments where politics subordinates the economic, social, cultural and all other goals in their drive to achieve their ideological ideal, as in Mao Tse-tung’s China in which the pursuit of ideology dominated everything. Mao’s China was an extreme example. Some countries, less extreme, nevertheless do place more emphasis on the forms of government, like democratic parliaments, than the substance of economic and social goals.
For example, India and Sri Lanka place, or used to place, great emphasis on democratic procedures and debates and arguments. Political parties are elected in regular elections and regularly form fractious governments. In their Parliaments, interminable debates are the proud manifestations of democracy.
The price is less efficient government and less economic progress.
On the other hand, countries like South Korea and Taiwan have placed secondary emphasis on parliamentary or democratic forms. Their primary emphasis is on order, stability, the economic improvement of their peoples, and the raising of their educational and cultural standards. They have more effective government and greater economic progress.
The supreme example of total emphasis on economic needs is Hong Kong, where no politics is allowed to interfere with the pursuit of wealth and economic goals. So Hong Kong has proposed, until her recent problems over the future.

First, to provide the basics so that our people can lead healthy lives and find their fulfillment in a high quality environment; second, a tranquil and stable environment for personal and political freedoms for the overwhelming majority.
In other words, our priorities are first law and order, the foundations for an equal before the law, and rewards awarded and the punishments inflicted are fair. The government has placed primary emphasis on equal opportunities for education, health, housing, and jobs, paid in accordance with the value of work, facilities for recreational and cultural pursuits.

If we had got our priorities wrong, if we had placed emphasis on
democratic forms instead of economic substance, we would never have reached this present stage of our development. Because we had our priorities right, we now have a fair measure of both economic substance and democratic forms. Singapore’s history has shaped us. In colonial times, we never had any vote. The Governor was appointed by the British. He governed through the Chief Secretary and the Colonial Service officers, and the laws enforced by the Police.
We started voting for leaders in a tentative way in 1955, when one British subject had one vote, regardless of whether that British subject was a Britisher born in Britain or an Indian born in India. Chinese born in China were out because China was not British. Chinese born in Hong Kong were in because like India, Hong Kong was British. In 1959, we registered large numbers of Singapore long term residents as citizens. That was the first experience of one Singapore citizen one vote. We had five general elections since. This is the sum total of our experience in representative politics.
There is no money politics, whether for Ministers or MPs. There is no
system of spoils. You do not need large sums of money to run for elections as you do in Thailand or Philippines or Malaysia. Spending is unnecessary and the limits are enforced, i.e. 50 cents per voter. In 1959, we abolished the use of cars to transport voters to polling booths and we made voting compulsory. I persuaded the government, then under Mr Lim Yew Hock as Chief Minister, that with the communists so well organised that it was better to have compulsory voting and to disallow the use of cars and make money unimportant, since anyway the communists were going to be well organized in getting their voters to the polls.
What is more, we have kept politics clean. We have weeded out all black sheep amongst MPs, even one Minister of State. Anybody around whom there is the slightest taint of corruption or dishonesty is removed.
Recently, we persuaded a graduate, who is a journalist, to be a candidate for the next elections. He went through a stretch of soul-searching. He decided to take up the responsibility. He explained it this way : In Malaysia, Dr Mahathir complained of more politics. He warned of dangers of using vast sums of money to buy voters to get elected on to the UMNO Supreme Council. To be elected is the way to power and to wealth. This journalist found it ironic that in Singapore no one was fighting to be elected either into the Central Executive Committee of
the PAP or into Parliament. There was no money to be made. Therefore, he concluded, if people like him, who were able to prosper and who were promoted on merit, refused to accept this responsibility, Singapore would be in trouble.
For then who will keep the system clean, honest and effective? He would have only himself to blame when things went wrong. And he is right, for it is his business to see that no dishonest or opportunistic or selfish and greedy types ever get into positions of powers.

Our last 25 years is history. Our next 25 years is in part for us to determine. Younger Singaporeans are better educated. They have more knowledge, though that does not make them wiser. But being better educated, they can easily gain information; they are able to read and acquire information in newspaper, magazines, radio, television and through travel. They want more consultation and participation in the major decisions which affect their lives. I believe this is a sign of growing maturity. It is a change which can be positive.
For Singapore can only be defended if Singaporeans accept the responsibility for its defence through National Service. For Singapore can only prosper if there is widespread support for, and participation in, the implementation of the policies of the Government.

The percentage of the younger Singaporeans, who in 1959 had full school
certificates and who in 1983 got its equivalent, at least 5 ‘O’ levels, has increased from about 6% to 35%, six times more. In 1983, 8% of the younger Singaporeans reached university, 11% reached ‘A’ levels. For the 65% who do not make 5 ‘O’s, information has to be presented more simply. Hence amongst the Chinese-educated, Shin Min and Wan Bao are more popular than Zao Bao with blue-collar workers. Therefore, I believe there is a need for an English language paper which is the equivalent of Shin Min or Wan Bao for English educated blue-collar workers. No single newspaper can cater for both the university graduate and VITB graduate. More information, presented simply in small amounts everyday, through the newspapers, radio and television, can give everyone a better understanding of our problems and the alternative solutions.
By giving people more information, they are able to understand the thinking behind policies and decisions.
But however well informed, on matters of national security and survival, people the world over have to depend on their leaders, persons whose integrity, ability, knowledge and judgment they can trust.

There is an important change in our younger Singaporeans with long-term implications. They are more English-educated than Chinese or Malay-educated.
Subconsciously they tend to compare Singapore with the developed Englishspeaking countries - Britain, Australia, New Zealand, Canada, and even America; that is where more and more go for their holidays. They are more familiar with these countries and some of them may take them as models, quite forgetting our different national temperament, culture and traditions.
On the other hand the Chinese-educated are conscious of their different history and different traditions. They look at China, Taiwan, Hong Kong, and they know that they have different roots. They have heard that a lychee tree planted in the tropics produces rambutans. It may be apocryphal. Nevertheless it cautions them from blindly following or aping the West.

The question is whether one-man-one-vote will continue to work in Singapore under different leaders? I believe it can, provided we can get sincere, honest and able men to run for elections, and also provided we make adjustments from time to time to meet the changing conditions of our society. We are multiracial, multilingual, multicultural. Compared to the developed countries, we are at a different, as yet immature, stage of unity and nationhood. Unlike other countries, Singapore needs every Singaporean to be willing defenders of Singapore. Otherwise we cannot survive. To have the wherewithal to defend Singapore, we need a thriving economy. To achieve this, we need willing and productive workers. This means workers must participate in the way the government helps them to get jobs, to increase their skills, their knowledge, their productivity and to increase their incomes.
On Sunday, at this year’s National Day Rally, I shall describe how some plans we launched in 1964 have made us more confident of working the oneman- one-vote system and how, if properly developed, they can stabilise our fledgling democratic system.



Twenty years ago, I declared Singapore an independent republic. Many let off fire crackers to celebrate our abrupt separation from Malaysia. They felt released from the oppression of communal politics. But I was far from jubilant. I was fearful of the problems of survival. Our old way of making a living as the entrepot centre for Malaysia was to disappear. How were we to make a living without the hinterland of Malaysia to back us? It has been one ceaseless search for new ways to make ourselves economically relevant to the world. Our assets were our geographic location, our infrastructure in communication and transportation, and a hard-working people. We reached out to the developed world - America, Japan, and Western Europe. We manufactured and exported to them and to the rest of the world. We became a centre for banking and finance. We developed tourism which filled out hotels and shopping centres. SIA helped to bring the tourists in. Every National Day, I reported progress. This year, for the first time, I have to sound an alert. We had minus 1.4 per cent growth in the second quarter. It was provisionally calculated at zero two weeks ago. Now the June data have come in. The outlook is poor. Our economists have revised their forecast to zero growth for the whole of 1985, provided the US economy picks up. Otherwise negative growth is likely. One reason is the poor U.S. growth. Another reason is that many construction projects have been completed and we do not have new big projects to launch. The third reason is that several sectors of our economy face a decline in demand, like shipyards, oil rigs, oil refining and petrochemicals. We have more capacity than anticipated demand for some years ahead. These sectors must be restructured. The fourth and a crucial reason is the erosion in our international competitiveness, especially compared to Taiwan, South Korea, and Hong Kong, as a result of the high cost of doing business, including high wages. Despite high wage increases, from June 1979 to June 1984, demand for workers kept on increasing right up to August 1984, when it peaked. After the high NWC increases in 1979-1981 we caught up with wages in Hong Kong, Taiwan and Korea. Nevertheless, from 1982 to 1984, we continued to take in foreign workers. So NWC allowed wages to go up. But it has gone up too high. In the first half 1984 we created 11,000 more jobs. In the second half 1984 we lost a marginal 600 jobs. However in the first half of 1985 we lost 36,200 jobs. If they were all Singaporeans, we would be in big trouble. This April, the NTUC asked me for a May Day Message. The Labour returns I read every month looked bad. I sent a message to alert workers on the change. I wrote about the strength of the Hong Kong workers and their economy. For three of the five years since 1980, their workers took pay-cuts to overcome political and economic setbacks. Because Hong Kong workers adjusted, Hong Kong’s economy has recovered. Compare them to the British workers. The British unions got wage rises, in spite of heavy unemployment had little economic growth. So they squeezed profits, discouraged expansion and increased unemployment. If Singapore’s wages, fees and taxes only go up, and do not go down with a downturn in the market, we will be like old people with hardened arteries, sclerotic. Then chronic problems will follow. The NTUC asked me to hold back these points on pay reduction and need for flexibility until the tripartite negotiations in NWC were concluded. They did not want me to prejudice the recommendations of the NWC. So I sent them a different message. The NWC agreed on three per cent to seven per cent increase. Well, what do we do now? Simple: Increase productivity and reduce costs. To increase productivity management must take the lead, and workers must learn to work smarter, with greater team work and better tools. To reduce costs, we must be supple, flexible, and elastic on wages, rents, taxes, and fees. Then we shall regain our competitiveness within two years, or at the outside, three years. My younger colleagues have a different style. Their method is to persuade you gradually to agree to unpleasant adjustments. They believe that workers must realise the seriousness of the situation, or feel the downturn, before they can understood the need for wage restraint or cutbacks. I am encouraged by the stand of many unions that they do not seek any NWC increases. My younger colleagues may well be right about our younger workers. Higher wages have been more difficult for local businesses than for the multinational corporation (MNCs). They do not have the capital, the technology, and the management capability of the MNCs to upgrade, or to relocate. My younger colleagues want to make a special effort to help local businesses and local entrepreneurs by giving them access to cheaper capital. They want to help them acquire the next stage of appropriate technology, and to introduce them to modern management methods. Such enterprises can learn from their counterparts in Hong Kong, Taiwan, and Japan, where family business have upgraded in technology and management methods and learned to compete and to survive. The yearly submissions of local and expatriate employer associations to the National Productivity Board (NPB), bring out their different difficulties. Almost yearly the Chinese and Indian Chambers of Commerce and the Singapore Manufacturers’ Association (SMA) lament the higher NWC increases and the increased CPF, Skills Development Fund (SDF) and payroll charges. Their labour costs are about 22 per cent of total costs. On the other hand, the labour costs of the MNCs are around 14 per cent. They use high cost capital equipment to produce high value-added products. High wage costs hurt them too, but not as severely. They complain more of the difficulties of getting third shift workers, and of the need for bus services for late shift workers. They have upgraded by installing expensive new equipment. Therefore they must use their capital equipment round the clock to maximise returns. And it is the Government’s duty to help them get their third shift. If we cannot persuade Singaporeans to work the third shift we must allow them work permit workers, and indefinitely. It is never comfortable to adjust downwards. Our last big sacrifices were in the 1960s with Confrontation by Indonesia, followed by British forces withdrawal. A younger generation of managers must demonstrate decisiveness in cutting back capacity in the industries which require major restructuring, like shipyards. They have taken about three years to reach an agreement in principle between all major shipyards to reduce capacity by one-third. More time should not be wasted - the agreement should be implemented quickly. Our oil refineries under MNC ownership have moved swiftly and decisively to meet problems of excess capacity. And we must find new growth sectors. This is not easy. Never forget that our economic base is very narrow. Singapore is an island of 600 square kilometers, no doubt well-situated and extensively developed. Unfortunately that does not make for a broad-based national economy. We are totally dependent on the international economy. We must regain our competitiveness quickly. We must increase productivity and lower costs. We have done it before, when we were poorer, less educated, with fewer assets and less skills. Our younger generation of workers and leaders cannot afford to fail this test. They must demonstrate their capacity for flexible and prompt response.


The GDP in the first six months of 1986 was 1.3 per cent less than for the
same period last year. The Economic Committee Report released in February
1986 is a landmark for the younger generation. A Committee of a younger
Minister, officials, trade unionists, executives, professionals, and businessmen
analysed our problems with brutal frankness and made many recommendations
for lowering business costs and for new directions in our economy, with the
private sector leading the way. The Government accepted the recommendations.
But we did not agree to reduce personal and company taxes in full. They will be
reviewed in a few years and further reduced if it is necessary to take account of
tax changes in the countries of our investors, like America and Japan, and in the
countries of our competitors, like Hong Kong, Taiwan and Korea.
We have made an appreciable cut of 12 per cent in the wage cost of
employers, through a 15 percentage-points cut in the employers’ CPF
contribution. More important, we decided to have wages restrained for two
years to keep labour costs from rising and worsening our competitive position
against Hong Kong, Taiwan and Korea. Even after these two years, whether we
regain a competitive wage position depends on how we shall have increased our
productivity as compared to how our competitors have increased theirs, and also
how they have increased their wages.
In the 1st quarter 1986 our economy declined by 3.4 per cent compared to
the 1st quarter 1985. The 2nd quarter increased by 0.8 per cent. It is too early
to cheer, but the signs show a turning for the better. If this trend continues, we
may end up with a zero or even a small positive growth instead of -1.5 per cent
as earlier forecast.
One indication of the depth of the recession is in two sets of figures: our
external trade for the 1st half 1986 went down in $ terms by 10 per cent, whilst
volume of cargo handled went up by 9 per cent ie 9 per cent more cargo by worth
10 per cent less. If all cargoes were commodities, the fall in value would be
nearer 30 per cent.
Many things can happen to reverse the small progress we have made. The
world economy is beset with problems. If we are lucky, we may get a weak
recovery by end of this year or the middle of next. That will not mean that all is
well, or that we can go back to make up for two years of negative or poor growth
in 1985 and 1986. Second, we shall have to keep wage increases in line with
increase in productivity.
The policies to get us out of recession and back into growth have been
settled by my younger colleagues. I have expressed my views, at times, strongly.
But I considered the general thrust of their policies sound, and I did not alter
them. Particular responsibility rests on Goh Chok Tong as 1DPM, and Ong Teng
Cheong as Secretary-General of NTUC, who both backed the measures
proposed by Lee Hsien Loong as Acting Minister of Trade and Industry. Dr
Tony Tan was Minister of Trade and Industry before February 1986 when the
Economic Committee deliberated on these problems. His support for their
recommendations was decisive. We decided to reduce fees and taxes
significantly. This was possible because we have always been frugal. We have
not run budget deficits, nor do we have foreign debt. But the decision on wage
restraint is not easy to implement. It requires the cooperation of the workers and
the unions, for two years. So far, so good. Workers and unions have exercised
restraint, because it is obvious to all that the economy is doing poorly. The real
test will come next year. If, as I hope, we register some positive growth in the
first half of 1987, there is the danger that some workers and union leaders may
want to jump the gun.
That will be a mistake. It will damage the most valuable asset that our
younger leaders and our younger workers are together creating and accumulating
in partnership: that rapport, that cooperation, that working in tandem, which
make plans come true and generate investor confidence. Investors now
Singapore is in the midst of transition - a transition to a second generation
leadership, and, at the same time, a transition into a more mature economy, The
second generation leaders are proving that they measure up, that they can make
tough decisions, and that they can get the people to back their policies.
However, after recovery, growth will not resume the 8-10 per cent we
have got used to for 20 years. It will be more like 3-5 per cent. Because of low
birth rates, less workers are coming into the workforce. And because we are
now a middle developed economy, we no longer have so much easy gains to
make, as we did when large numbers of our unemployed rapidly became workers
in new industries making for big increases in our GDP.
We must recognise and accept these realities. To hope for a return to high
growth is to be unrealistic and to be disillusioned. However, if we work in
tandem, if government, unions, and management are at one, not at odds with each
other, we shall still make considerable growth in real terms. For the 3-5 per cent
is now based on a higher per capita GNP base of $14,300, compared to $5,900 in
1975, ie two-and-a-half times higher.
The key to new growth is to get investors to venture their capital in
Singapore. New investments will bring us new enterprises. Many of these will
turn out to be sunrise industries. We must also encourage the investors already
here to invest more, to upgrade their equipment and to expand into new growth
areas. It was the continual and continuing flow of new investments that kept our
economy humming for over 20 years, despite two world recessions in 1974 and
1980 caused by sudden and sharp increases in old prices.
Singapore is what she is today because my generation, both workers and
leaders, together face our problems squarely and dealt firmly with them. We
roughed it out together. The younger generation in their turn can prove that
setbacks do not knock them off balance. Indeed hardship can bring more out of
them. Confronting a challenge together can make for that team spirit between
leaders and people, that camaraderie, that willingness to share and to bear
burdens for the good of all.
Investors reaction is promising. Investment commitments for the first six
months are about $600 million, comparable to the same period last year. But
overall for the year, we expect investment commitments to total $1.4 billion, up
from $1.1 billion in 1985.
The long term trends are now favourable: low oil prices, low interest rates,
and low US Dollar. If there are no international upsets like a Third World debt
default, the forecast are that industrial countries will have more growth, 3.5 per
cent for 1987 as against 3 per cent for 1986. Our exports will get a boost
provided we are competitive against Hong Kong, Taiwan, and Korea. We have
to be trim, nimble, and productive. Only then shall we attract our share of new
investments, especially from Japan, where many industries are no longer viable
because of the stronger yen.
The drop in the value of the US dollar (and with it the Singapore dollar)
since last September against the German mark, 30 per cent, means that we can
sell more to Japan and to Europe. This can be seen in tourist arrivals, Europeans
up 10 per cent, Japanese up 2.5 per cent, Americans down 0.5 per cent,
worldwide up 2.8 per cent.
I believe we have gone through the trough of this recession. We have no
collapse of any bank or finance company. Our financial institutions and our
finances are sound. Only some stockbroking companies have gone under
because high-risk forward contracts. And that happened not because of overregulation,
but because of poor self-regulation.
The next generation of leaders and workers have moved into key positions,
They have to prove themselves equal to the job, now grown more complex and
more demanding. We shall know in another 18 months how effective they are.
The early signs are good. There are signs that investment commitments may
increase. If workers observe wage restraint and increase productivity, we shall
make up for the extra high increases we had given ourselves in 1983 and 1984
and become competitive against Hong Kong, Taiwan, and Korea. Then we shall
be back to healthy growth.




We have done well for the first six months of 1987, an estimated 7.2 per
cent growth. For the second six months, MTI forecasts more than 6 per cent
growth, making it 6-7 per cent for the whole of 1987, much better than the 3-4
per cent we originally estimated.
Compared to 11,000 for 1986, for the first half of 1987, we created 21,800
additional jobs in spite of losing 7,500 construction jobs. The school-leavers and
polytechnic and university graduates had no trouble getting jobs. In fact, for the
rest of the year, the supply of workers may be tight until the next batch of
graduates and school-leavers enters the markets.
This recovery is because we took steps to make our goods and services
competitive again internationally. In 1985 and 1986, we reduced costs by
lowering PUB rates and property and income taxes; we also lowered wage costs
by cutting CPF by 15 percentage points and by unions exercising wage restraint.
Last year, our recovery was confined to (1) manufacturing, and (2) transport and
communications, the result of external demand as our goods became competitive.
This year, continuing external demand had led to growth in supporting sectors,
like commerce and financial services. It is now a broader based recovery. A
pick-up in commodity prices has boosted our neighbour’s economies, with
benefits to our trade and tourism.
The stronger Japanese yen has caused Japanese investment and
production activities to go abroad. Some have come to Singapore. The higher
yen has also made our ship repairing, electronic products and tourism cheaper.
But if we had not cut production costs as we did, we would not have benefited as
much from the external demand, nor from the higher yen.
The biggest plug is the credibility the younger leadership has established
with investors abroad. It is widely known that the Economic Committee’s
Report of February 1986 was settled by the younger ministers in consultation
with the several committees formed by private sector entrepreneurs and
managers. Their recommendations have nearly all been implemented. To
achieve this, they had to carry a younger generation of workers with them. Ong
Teng Cheong and other NTUC leaders were able to win the support of our
workers for the CPF cut and for wage restraint for two successive years. They
gave their support to Goh Chok Tong and the young Ministers who had backed
the Economic Committee’s recommendations. Together they got us out of this
recession. That a younger generation of our workers and union leaders has
worked successfully with the younger ministers to get us out of the recession,
has given foreign investors confidence in the longer-term future of Singapore.
Investment commitment last year was about S$1.5 billion, 30 per cent more than
1985. The first half of this year, it was about S$900 million, 50 per cent more
than the corresponding period last year.
I hope our younger workers have learned and will remember that economic
growth and with it increased wages and benefits are not the natural order of
things. They have to be worked for. Because this recession has passed so
quickly, there is a danger that this lesson may be forgotten.
After more than 15 years of growing prosperity, with negligible
unemployment, it comes as a mild shock that 16 English-educated, university and
poly graduates were engaged in a Marxist conspiracy, and had to be arrested.
How can there be new communists in our prosperous Singapore? Have we not
left poverty behind us? These university and poly graduates are not poor, like the
deprived and dispossessed Chinese Middle School students of the 50s and 60s
who had few job prospects. What were they up to? Well, the unhappy fact is
that in spite of prosperity we still produce disaffected, dissatisfied young people.
It is like the crime rate: we thought it would go down as we abolished poverty;
instead, as we grew affluent, our crime rates went up, as indeed they had done in
Europe and America.
Every generation has a quota of those who feel that society does not give
them the status, the position, the influence, the rewards, that they deserve. They
want to overturn the order of things. That communism has failed to produce
prosperous, or equal or egalitarian or classless societies, seems to make little
difference to these Marxist conspirators. But what was unusual and significant
was that these Marxists found the Catholic Church a good cover to hide behind,
an unexpected development.
The decision to move against the 16 was taken by my younger colleagues.
I endorsed the decision. I left the explanations to them. I intervened only when
the arrests threatened to turn into a dispute between the Catholic Church and the
Government.
I had always considered the Catholic Church a natural ally against the
communists with their anti-God ideology. After this experience, I do not expect
the Catholic Church to allow any Catholic priest or Catholic lay worker again to
make use of the Church or parachurch organisations for political ends. I expect
that to be the case also with other Christian denominations and indeed with all
other religions.
Religion has helped many Singaporeans to keep their bearings in the midst
of rapid changes in their lives. Growth and progress have made life materially
much better. But the speed of change has caused disruptions. About 80 per cent
of Singaporeans have been resettled into new homes in new towns. Their new
homes are better. But they are living in the midst of strangers and in totally
unfamiliar new surroundings. They miss their relatives and old neighbours and
friends. They are disorientated. Some feel stress, many feel a sense of loss, a
rootlessness, a void in their lives. Over time, new ties of friendship and a new
sense of community will be established.
We have now achieved enough of the material basics of life to be able to
give more attention to socio-psychological, and spiritual needs. We must match
our economic progress with advances in the moral, ethical, and aesthetic
dimensions of our life. The established religions have an important role to play
in our moral and spiritual development. We expanded the teaching of religious
knowledge subjects to all our schools from 1984. And the Government is
completely neutral between the different religions. Singaporeans can decide for
themselves.
To keep this happy state of affairs, religion must not get mixed up in
politics otherwise a clash of political views can easily turn into a clash of
religious beliefs. Then there will be deep enmity between our different religious
communities and our society will come to grief. Remember that these peaceful,
easy inter-communal, inter-religious relations cannot be taken for granted. They
need to be safeguarded and upheld.
Then we can get on with our work of building a better and more
prosperous Singapore, a Singapore that gives all her citizens full, free and happy
lives.



We have done better than expected for the first half of 1988. We made
11.1 per cent growth, the highest since 1975 for any half-year. The growth was
broad based. Productivity growth was 4.0 per cent, lower than the 4.3 per cent
for the same period last year. But this is normal because productivity growth is
always faster in the initial phases of an economic recovery.
The Minister of Trade and Industry forecast nine per cent for the whole
year because growth may be slowing down. If the slowing down is not too great,
we may exceed nine per cent. In that case, at the end of this year, besides the
13th month bonus (or Annual Wage Supplement), the government will improve
on last year’s extra one-third month variable bonus.
We want to move to flexi-wage. We should keep the basic wage relatively
stable, and adjust for good or bad years by increasing or reducing the annual
bonus. You remember the recession in 1985, when we had a negative growth of
1.6 per cent. Fortunately, there was the 25 per cent employers’ contribution to
CPF to cut back to ten per cent. Because we took corrective action, the recession
turned and we made a small growth of 1.8 per cent in 1986. Last year, 1987, we
recovered with 8.8 per cent growth, it looks easy to retrospect. But it was not
easy to make hard decisions when we were experiencing the difficulties.
The first decision I took was correct. That was to put the second
generation leadership in charge and test them. They formed an Economic
Committee of 12 from the public and private sectors. The solutions they
recommended were published in their report of February 1986. The second
generation Ministers decided to reduce fees, taxes, JTC rents, PUB rates, PSA
and airport charges. That was the easy part giving the money back. The difficult
part was to take money away from workers by cutting wages and holding wage
increases down. They tackled the problem head-on. CPF contributions by
employers were cut from 25 per cent to ten per cent of wages. And they
successfully persuaded the unions to exercise voluntary wage restraint for two
years. Very few countries have tried, much less succeeded in doing this.
The unions and the workers have done their parts. Now that the economy
has turned around, the second generation Ministers are doing their part. They
have decided to restore CPF rates gradually to 40 per cent (20 per cent from the
employer, 20 per cent from the employee). The government, as a major
employer, has restored pay-cuts, which together with the annual increment and
the two per cent CPF increase, amounted to about an eight per cent increase in
the wage bill. The government has set an example. We consider any settlement
between six per cent and ten per cent (including the two per cent employer’s
CPF) as reasonable. At the same time, we are moving into a flexi-wage system.
We propose to increase the end-of-year bonus when times are good, and the
opposite when times are bad. Other employers should do likewise, or work out
their own flexi-wage system.
The way Goh Chok Tong and his team have got Singapore out of the
recession and brought us back to steady growth has increased confidence of
investors at home and abroad. Let me give you an example. In October 1986, I
was in Kyoto to meet 20 top industrialist investors. One of them came up and
said to me that he had met and spoken to one of my younger Cabinet colleagues
earlier in May. Because of that, he had decided to invest in Singapore. I knew
what he meant. He meant that I was over 63 years old then; that his investment,
which is capital-intensive and high value-added, would take many years to
amortize, or get his money back. Having met my younger colleague, he was
reassured that he would have many years to recover his investment and make his
profits.
This is the nub of the problem that my old guard colleagues and I had to
solve. The increased investments over the last two years, I believe, is a vote of
confidence by investors. By the mid-70s, Singapore had become stable and
prosperous. It was difficult to get able young men to give up promising careers
to go into politics. To shake them from the belief that the old guards could carry
on indefinitely, I named a target date for a new team to take over, when I reach
65.
For more than 12 years, we have been screening, selecting and testing
potential leaders. A young team is in charge. They have worked together for
many years and have become a team. But however careful the preparations,
when the change takes place, and I leave the government, it will still be
unsettling for a while. The next government is going to be more collegiate, or
more of a team.
In ordinary times, this will make little difference. But in stormy weather,
and there are bound to be storms, coordination will have to be very close for a
collegiate or team leadership to respond swiftly, for instance, to decide either to
change course and avoid the storm, or to steer the ship through the eye of the
storm.
I have discharged my responsibility to provide for continuity. Now let me
talk about your responsibility. This is my 30th year as Prime Minister. I think I
know Singapore well. Let me share with you my concern. Many younger
Singaporeans believe that there will always be an honest, fair and capable
government. They are wrong. Older Singaporeans, who have experienced the
Lim Yew Hock Government before 1959, know better. Look at other countries.
See how much money is needed for elections elsewhere. Honest and competent
government is rare in new countries because it is difficult to achieve. It is only
because the PAP old guards have insisted upon and enforced high standards, and
chosen men and women of integrity that ministers and MPs have remained
honest and competent. Those who have not, have had to pay the price.
This is special to Singapore. It is a precious asset of immense value for
economic growth and political stability. And because the government has never
sought to deceive people into believing that they will get something for nothing,
everybody is self-reliant and the country’s finances are sound.
Now the government proposes that you protect your collective savings by
requiring an elected president to agree to it before it is spent. This will prevent
any quiet spending of your savings. The fact that this government has not raided
the reserves whenever revenue was short, is no guarantee that it may not happen
in the future. We should put your CPF savings, which are a big part of the
reserves, out of temptation’s way.
Another proposal is that an elected president must consent to appointments
of members of the Public Service Commission and other more important
statutory boards. This will be a check on any government who wants to replace
the current incumbents with more pliable men. The most important appointments
are those to the Public Service Commission (PSC), for the PSC appoints the
members of the civil service and promote them. Such a provision will ensure
that sound and able men are appointed.
Now let me talk of the recently passed Town Councils Act, 1988. This
Act will put the MP in charge of his constituency town council. The honesty and
competence of your MP will then directly affect you because he will be in charge
of the maintenance and administration of your housing estate, instead of the
HDB. He will control a budget of $9 million yearly for a single member
constituency or $9 million for a Group Representation Constituency (GRC). This
sum will increase as more functions like car parks, hawker centres and markets
are handed over to town councils. If your MP is not honest, or not competent,
you will know it soon enough. And if your estate is poorly run, repairs slow, and
lift maintenance poor, you will be inconvenienced and worse, the re-sale value of
your flat will be affected. So you had better take a careful look at the persons or
the three persons, in a GRC, who seek to represent you. Your personal wellbeing
will be at stake when you choose your MP. This change will make for
careful and better selection of MPs by you and by political parties, and will be
good for Singapore.
In new countries, democracy has worked and produced results only when
there is an honest and effective government, which means a people smart enough
to elect such a government. Remember, elected governments are only as good as
people who choose them.

The economy looks good this year. The 9.1% growth in the first six months was broad-based. Although external demand is weakening, the Ministry of Trade and Industry (MTI) have revised their growth forecast for 1989 upwards (from 6% to 7%) to 7.5% to 8.5%. Every year in July, I get the mid-year reports from each ministry. This year is exceptional, they were all upbeat. I shall give two examples of progress to show how well we have done up till now, despite our many limitations. Our seaport: In 1988, Singapore was the world’s busiest port in shipping tonnage, surpassing Rotterdam. Amongst container ports, we overtook Rotterdam and Kaohsiung to become the world’s second busiest, after Hong Kong. At the second Asian Freight Industry Awards ceremony in Hong Kong in January this year, we were awarded the Best Seaport in Asia Award and named the Best Warehouse Operator and the Best Seaport Terminal Operator. Let me explain what this means. Many leading seaports of the 1950s, like London, have declined. And it is not simply because they have failed to modernise and upgrade port facilities. It is the quality of management and the work attitudes of the workers which decide the competitiveness of a seaport. Next, our airport: Changi achieved the same
 excellence. Three publications, the Business Traveller, the Travel Trade Gazette Asia and PATA Travel News (Asia/Pacific) put Changi as the world’s best airport. Executive Travel put Changi as the world’s second best. Euromoney in April 1989 put Changi as the most efficient for luggage retrieval and second best for passport control and immigration. I am especially proud of Changi. Our original plans were to build a second runway at Paya Lebar. Unfortunately, the flight path would have been over the city itself. So when in 1973 the oil crisis slowed down the increase in aircraft landings, I asked the planners to see if it was possible to shift the airport from Paya Lebar to the old Royal Air Force (RAF) Airfield at Changi. A study team reported in May 1975 that we could do it without affecting growth of air traffic, provided we continued to upgrade Paya Lebar, whilst building Changi, and write off $700 million worth of infrastructure at Paya Lebar when we move. Despite the gloomy outlook after the fall of Saigon in April 1975, we decided to proceed and invest in the future. The decision proved correct. Changi International Airport is a strong asset for our airline business, tourism, and aerospace industry. Changi’s top rating is not only because of high quality infrastructure but also because of high quality management which has continued to upgrade by incorporating the latest advances. And the infrastructure has been used to best advantage because our workers are well trained, productive, and work with management as a team. This is how Changi has achieved top ranking. 2 It is this keenness that gives Singapore our competitive edge. It is in the spirit of a people. This comes from our immigrant culture. Our forefathers had left their homelands to make good in a strange land and were determined to succeed, keen to achieve their best. Their determination to work hard and to achieve became a habit which they passed on to their children. But after the second generation, and more so after many years of comfortable growth and prosperity, we have tended to take things for granted. So an infusion of new blood is good for us. In the past ten years, we have started to lose increasing numbers of our better educated to Australia, New Zealand, Canada and the United States (US). They have taken Singaporeans from our top 25%. With cheap air travel, thousands of Singaporeans visit these countries on holidays. Those who are thinking of emigrating can assess their prospects before they make up their minds, meet friends who have settled there, even arrange jobs and homes. From the number of Singaporeans granted Good Conduct Certificates before emigration, we estimate that about 1,000 families per year emigrated in the 1970s, increasing to 2,000 in the early 1980s, and increasing further to over 4,000 in 1988. The percentages of Chinese and Indians leaving (Chinese 78%, Malays 4%, Indians 15%, others 3%) are larger than their percentage share of Singapore’s present multiracial balance. Singapore’s economy is too open for us to shut our doors. Instead, we must attract well-educated people from around the world to Singapore. Every year, we send teams of Public Service Division and Economic Development Board (EDB) officers to comb the universities in America, Canada, Britain, Australia, and New Zealand. They recruit young men and women, mostly Asians, who want to work and live in Asia. But our teams have to compete against the recruiting officers of the big multinationals, who spot talent amongst the students, and keep track of the high performers. We have been able to get about 100 a year. Some are of high quality. All are above our average. But because they are emigrants, all have a keenness for hard work and success. They have that cutting edge. But these few university graduates recruited abroad cannot make up for our loss from emigration. After several years of reflection, we have decided to widen the pool of recruits by admitting those with O-Levels. Similar standards will now apply when considering the entry of spouses of Singapore citizens and in granting of permanent resident (PR) status. The offer we made to blue- and white-collar workers in Hong Kong got a tremendous response. But do not be deceived. In the last four years, over 1,000 Hong Kong professionals have already obtained PR approvals, but only 35 have come. Incomes in Hong Kong are 25 to 30% higher than in Singapore. Of the 300,000 application forms we recently distributed, we hope several thousands will eventually come to Singapore. But if things go well in Hong Kong, only several hundreds may come. But whatever the numbers, they will be good for us. But they will not equal what we are losing by emigration. And do not forget our very low birth rates where parents have not replaced themselves. The government will maintain Singapore’s present multiracial balance. If this immigration from Hong Kong increases the percentage of our Chinese population disproportionately, the Government will 3 restore the present multiracial balance by increasing immigration of Malays and Indians from the region who meet the same criteria. No group will be threatened or disadvantaged. But I was surprised to get feedback from Members of Parliament (MPs) that there was concern at the prospect of keener competition from hard-working, shrewd and resourceful Hong Kong workers and small businessmen. As far back as I can remember, we have never been afraid of newcomers from Malaysia or elsewhere. Singapore makes a living by competing in the international marketplace. We have never been protectionist. That is why we have succeeded. The Hong Kong workers will enhance the quality of our workforce. They will help attract investment to Singapore, to create more jobs and business for all. We must encourage selective immigration into Singapore as part of a long-term plan. We must make up what we are losing to other countries, and also make up for the shortfall in babies born. People must feel that Singapore is worth being part of and worth defending. Otherwise, we cease to exist. We cannot close our doors to prevent Singaporeans from leaving. But we can make Singapore a vibrant and thriving society, with opportunities for a rewarding and fulfilling life. We can keep Singapore a healthy and safe place where parents can bring up their children with traditional morals and values.We owe it to ourselves and our children to make sure that they need never leave Singapore because of a fear that the future is bleak. And we shall do this best by continually attracting talented and dynamic people to join us in Singapore.



1990 looks another good year. We have made 8.4% growth for the first half of this year. We
have done well since we recovered from the recession of 1985. This is because our
fundamentals are sound: a people who want to educate their children to be the best they
can, workers who work to achieve ever higher productivity, a free market system which
encourages competition between enterprises, and an honest and efficient government.
The international situation has changed fundamentally. The tensions caused by the hostility
of the communist Soviet Union and China against the democratic countries have vanished.
Communism has collapsed worldwide. New balances between the great and major powers
in Europe and in Asia will have to be found to maintain peace and stability.
Except for the danger of higher oil prices, caused by Iraq's invasion of Kuwait, the economic
outlook is good. This year the Swiss organizations which publish the World Competitiveness
Report have again ranked Singapore as No. 1 out of 10 developing countries. Prospects of
growth have been increased by President Suharto and Dr. Mahathir endorsing the Growth
triangle.
Johor, Batam (Riau) and Singapore provide a unique mix of complementary conditions
favourable to investments in all three. The three are in different stages of development and
are complementary to each other. Growth in any one will not be at the expense of the others.
Because Johor and Batam (Riau) will have access to Singapore's infrastructure and
technology, they will shorten their development process or what the experts call the ‘learning
curves’. But once Johor and Batam (Riau) have built up their industrial foundation,
Singapore will face tougher competition from them because they have the potential to
overtake Singapore.
Johor has basic infrastructures already in place. They will get better as they industrialise. If
Johor workers catch up with Singaporeans in technical education and productivity, it can
displace Singapore as the center of gravity of the triangle. If Kuala Lumpur backs Johor with
priority in infrastructure and builds polytechnics and engineering faculties there, Johor can
reach our technical education levels in 15 to 20 years. And because they have greater
manpower, land and other resources, if they catch up with us in technical education, they will
overtake us economically. 
Batam (Riau) will need a longer time to do this because their infrastructure does not equal
that of Johor. But Indonesia is a vast country with enormous resources. If Jakarta decides to
give to Batam (Riau) more development funds for infrastructure and education, they also can
catch up with Singapore.
Singapore's competitive advantages are all man-made. We do not have the manpower size
or the resources to compare with Malaysia or Indonesia. According to the World
Competitiveness Report, at present Indonesia has 30,000 people in research and
development (R&D) compared to 6,000 in Singapore and 3,000 in Malaysia. In other words,
the Growth triangle can put Singapore's leading position at risk in the longer term.
Two examples of this catch-up and overtake process are Germany and Japan. Both were
dependent on American technology, capital and trade when they started from a very low
base after World War II. Both have now equalled and, in several sectors, have overtaken
America.
But Goh Chok Tong's team has decided to take this risk rather than grow on our own without
giving Johor and Batam (Riau) the linkages that will shorten their development process. With
the Growth triangle, all three will have higher standards of living. Better-off neighbours will be
good for bilateral relations. On balance, the risk is worthwhile. The three will cooperate with
and also compete against each other, which is what the industrial countries like United
States, Japan and Germany do all the time. Every country wants to move to higher
technology and more value-added. In the last analysis, it is the quality of technical education
and training that will decide who has the better workers with the higher productivity. Goh
Chok Tong's team is confident that Singaporeans can excel and stay ahead. This means
that we must always move on to higher skills and acquire new knowledge, otherwise we will
be overtaken. But that is the case anyway even without the Growth triangle competitors, for
we already have competitors in Hong Kong, Taiwan and South Korea.
My generation, the old guards, have done what we can for the stability and security on which
we built an economy that gives Singaporeans a decent life. Our final duty is to ensure that
we have successors who can continue our work.
We have done this by selecting and testing out a team of some of the ablest and most
dedicated of Singaporeans. They are the best we could find and persuade to take on this
responsibility. It has taken nearly 20 years to bring this team together. The oldest is Ong
Teng Cheong, 54 years old (1972 General Elections) and the youngest is George Yeo, 35 years old, (1988 General Elections). Under ever changing circumstances, younger leaders
have to take the right decisions to ensure security, stability and growth for Singapore.
In most countries, men who go into politics are officially very poorly paid. They get their
rewards in other ways like commissions, kickbacks, patronage and perks. In America, it is
through contacts and consultancies when they leave office. We should not follow such
practices. We cannot run a clean, above-board system and ask men and women to lower
their earnings for many years. We have worked out a realistic system, paying near market
returns as is practical. But many still lose on what they could have earned outside; and their
loss of privacy is not replaceable.
I would urge Singaporeans to continue to support this policy of encouraging our best to go
into politics as Members of Parliaments (MPs), from whom we can choose the ministers. Do
not try to get a government on the cheap. Money politics will result in a poor bunch of MPs,
plus a lot of hypocrisy, fiddling and eventually dishonesty and corruption. The old guards
have persuaded and co-opted into politics some of the best of their next generations. If they
in turn continue this process and get enough of the ablest and the best of each younger
generation into Parliament and into the cabinet, Singapore will be well served.
This is my last National Day broadcast as prime minister. I want to thank all those who have
helped me in my work as prime minister for the last 31 years. All the older ministers and MPs
have retired. I have not forgotten the 1950s and 60s when their courage and unstinting
support helped to turn the tide of events. I am especially grateful to the many ordinary
people who placed their trust in me and supported me through the deeply troubled years of
1961 to '63 when the communists were so menacing, and also through the tension-laden
years of 1963 to '65 when communal intimidation and rioting were so oppressive. I also wish
to thank the younger generation; without their support and contributions in the 1970s and
80s, including their sacrifice in accepting a 15% cut in Central Provident Fund (CPF) for
[bookmark: _GoBack]several years, today's Singapore would not have been.

 


 


 


To succeed in restructuring our economy, our workers must have the right work attitudes. 


Periodically, EDB and Ministry of Labour give me the feedback from investors.


 


I have released a recent report of EDB plus illustrations given by


 


Ministry of Labour of poor work attitudes they had come across in their latest survey. Both 


reports list the mo


re vivid examples of the shortcomings of our workers. If such attitudes 


were the norm and widespread, then we would be in grave trouble. Nevertheless, they 


disclose the beginnings of a lackadaisical approach to life and work which Singaporeans can 


ill affo


rd.


 


We must remain as keen, eager, and diligent in the '80s as were in the '60s when we were 


hungrier. I have brought out these signs of softening into the open. It is the best way to 


tackle the problem. A younger generation that has not known privation an


d hardship must 


be tutored by their elders who have known unemployment and despair in the virtues of 


hard work, thrift and dedication.


 


Those problems that spring from too many jobs opportunities for


 


Singaporeans, like job


-


hopping, will be solved by the res


tructuring. Labour intensive 


industries must relocate or cut down on labour by mechanisation and better management. 


Over the last 15 years, we have admitted tens of thousands of work permit holders to do the 


jobs at the lower end of the skill and salary sc


ales. This allowed Singaporeans to go up the 


socio


-


economic ladder without great effort.


 


As citizens they can afford to pick and choose. Now, it is time to bring in work permit holders 


in the middle ranges of the skill and salary scales.


 


Better quality for


eign workers can put the spurs on the hinds of Singaporean.


 


Liberal immigration policies of skilled and disciplined workers for permanent residence with 


the view to later citizenship, will make Singaporeans sit up and try harder. Singaporeans who 


have been


 


climbing up the socio


-


economic ladder on the backs of work permit holders must 


now make it on their own merits.


 


 


Let me recap their main criticism: our workers do not like to do shift work. They lack quality 


consciousness. Instead of detecting and prevent


ing defective products as Japanese workers 


do, our workers leave quality controllers to discover and reject defective work.


 


Our workers are not interested in what happens outside their immediate area of job 


responsibility. They do not clean up their workpl


aces, not look after their fellow workers’ 


duties when they are occasionally away at the toilets, for instances. They take no initiative to 


safeguard the company’s interests or property. They are reluctant to accept redeployment 


during off


-


peak hours, unwi


lling to take work responsibility in a related area outside their 


immediate job function even though they are unoccupied.


 


Of course, we must remember that these critics come from Japanese, German and American 


managements. Each management measures the


 


Singa


porean worker against his ideal Japanese, German, Dutch or American worker. Hence it 


is no accident that the most critical assessments come from Japanese and Germans; and 


that the British have the least complaints. But if we are to make the grade, then 


Sin


gaporeans must measure themselves against the highest standards, be they Japanese or 


German.


 


 


 


These shortcomings threaten our restructuring policy. They will discourage management 


from bringing in expensive high technology equipment that they must install


 


to increase 


productivity and reduce the workforce. I am confident that a people who have responded to 
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