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Principals,

Students,

Friends,

Distinguished guests,

Ladies and gentlemen,

Globalisation can be defined as increasing liberalisation of international trade and investment and resulting in greater integration of national economies. Or to put it more succinctly, globalisation means there are greater economic activities across international boundaries. There is a trend now for companies to plan, think, operate, and in markets worldwide. The development of technology and the pervasiveness of the Internet have made it cheaper to do business worldwide. Hence, Nike shoes which are designed in the US are being detailed in India, and manufactured in Indonesia. Indian software engineers are on the payroll of Microsoft without having to leave India. The ease at which things can be done reduces markets and resources worldwide into one big market place. This interconnectedness lends itself to greater trade and exchanges among companies and nations.

There are two properties of globalisation which nearly everyone agrees with. First, we cannot stop globalisation. Secondly, globalisation overall leads to greater prosperity. These two are interrelated. Those who want to be more prosperous will seek out new and cheaper ways of doing business. Nations who embraced globalisation will see faster economic growth and reductions in poverty. Globalisation gives consumers greater choice, better quality products, and cheaper prices. The e-commerce boom in the US has given the average Americans the choice of products over the Internet. These products are bundled together resulting in cheaper prices overall. More importantly the consumer can choose from an infinite range of suppliers keen to get a share of the American market. Equally important, some of these suppliers operate outside the US with links to manufacturers, retailers and host of other companies worldwide. An immediate gain of globalisation is the increase in real wages of workers worldwide. This is the subject of our discussion today.

The key underlying argument in favour of globalisation is that it leads to greater prosperity. A survey of nations showed that nations which are relatively more open to trade tend to be more prosperous than nations that are relatively closed. The more prosperous countries include the United States, Western European nations, Japan, Hong Kong, Taiwan, South Korea and Singapore, which are all trade oriented. A study by Jeffrey Sachs and Andrew Warner in 1995, of 117 countries found that nations with open economies grew at an average annual rate of 4.5% throughout the 1970s and 80s. For closed-economy nations, the rate was 0.7%. A more recent study by Jeffrey Frankel and David Romer in 1999, of 150 countries, concluded that increasing the ratio of trade to gross domestic product by 1 percentage point raises income per person by between 0.5 to 2%. The Organisation for Economic Cooperation and Development (OECD) also concluded that nations open to trade grew on average twice as fast as those relatively closed to trade.

You might ask what these figures have got to do with me and my job prospects? Well hear me out a little longer and I hope to address your concerns soon.

There is a perception that globalisation has widened the income gap between the poor and the rich. This is the so-called income divide which we are all too familiar with. Studies have shown that poor nations that are lagging behind rich nations are those who have maintained state-directed and inward-looking economic policies. Hence for nations which want to gain greater prosperity they must adopt pro-growth policies. Thomas Friedman, the author of the book, The Lexus and the Olive Tree, called the pro-growth policies the “Golden Straitjacket”. Allow me to quote from his book for a definition of the Golden Straitjacket.

“To fit into the Golden Straitjacket a country must either adopt, or be seen as moving toward, the following golden rules: making the private sector the primary engine of its economic growth, maintaining a low rate of inflation and price stability, shrinking the size of its state bureaucracy, maintaining as close to a balanced budget as possible, if not a surplus, eliminating and lowering tariffs on imported goods, removing restrictions on foreign investment, getting rid of quotas and domestic monopolies, increasing exports, privatizing state-owned industries and utilities, deregulating capital markets, making its currency convertible, opening its industries, stock, and bond markets to direct foreign ownership and investment, deregulating its economy to promote as much domestic competition as possible, eliminating government corruption, subsidies and kickbacks as much as possible, opening its banking and telecommunications systems to private ownership and competition, and allowing its citizens to choose from an array of competing pension options and foreign-run pension and mutual funds.”

If you reflect on the above, it is exactly what we are doing in Singapore. We want to open our economy more to global competition and globalisation. It is because we are convinced that pro-growth policies will lead to greater wealth all round and put our country on the right side of the income divide. This means that we are conscious that an income divide will occur among nations. But we want our people to be on the right side of that divide. The right side means the side that has greater wealth and prosperity. Hence we put in place policies and programmes to allow our people to get on board the globalisation train. But there will be changes, challenges, and opportunities.

We know that job displacement will occur in our manufacturing sectors. But this is not because of international trade but rising productivity. The US example bears this out. The number of workers in the manufacturing sector in the US has remained stable in the 1990s. But during this same period, manufacturing output increased on average 3.8% annually. Rising productivity is possible because of technology.

Studies have also shown that the chief variable to explain the income divide is also technology. A study by William Cline concluded that skill-based technological change is the largest contributor to the growth in income inequality. Simply put, the more skills you have the greater is the chance for you to get a higher paying job. And to do this, is not to close our economy but to open it to global competition. We do not erect trade barriers. Instead we raise the skill level of our work force. We do not try to save the jobs of yesterday. But instead we prepare our work force for the demands of new highly skilled and high paying jobs.

In short, global competition with the right preparation – some called it mindset – will create opportunities for all. It is not a zero sum game as presented by the topic of our discussion today. Allow me to share with you some examples. Singapore is positioning itself to be a global airport hub. This means we welcome any airline that wants to hub in Changi Airport. This creates competition for SIA. But that competition has driven SIA to be one of the leading airlines in the world. On some trips SIA has higher fares than the competitor. But many people chose SIA. Why? It is because SIA has prepared itself for the global competition that it is able to maintain and even increase its market share.

Our global airport hub status also means that we must have the workforce that can service the airlines and new types of aeroplanes which fly into Changi. We must also have the workforce that handle the cargo operations efficiently and effectively. We have been able to maintain our position because our institutions of higher learning have been able to train a quality workforce. It is not by chance but by conscious planning and organisation.

Global competition also leads to other job opportunities. One airline, which I will not mention, hubs in Singapore for a particular route. As a result of this, they booked on average 1000 hotel rooms every night for their crew. Can you imagine the jobs created by this seemingly innocent process? Let me give a counter example. British Airways announced last month that they will stop the London-KL leg. Can you imagine the impact on the local economy in Malaysia?

Hence global competition on balance leads to more prosperity and progress. But it does not come easy. There is a need for us to prepare continuously and adapt to the changing demands and environment of the global market place. There is a certain sense of lack of certainty and change becomes the norm. There are many implications for a nation such as ours that has embraced globalisation. Allow me to touch briefly on two aspects, social and cultural.

As we embrace globalisation we open our doors to outsiders. It is inevitable. The global rush for talent is the pre-occupation of every nation. As the economy moves to be more knowledge-based, talent and the ability to use knowledge and information becomes a premium. In this regard, it would be foolish for us, a small nation, to ignore foreign talent. But with foreign talent in Singapore, will it diffuse our sense of identity and nationhood? Similarly, with our own talent being mobile, will it threaten our sense of rootedness to our young nation? These are important questions that we must ask and in a sense decide on what should be done. Should we retreat and close our doors because we fear losing our identity and sense of a people? Should we disallow our young and talented opportunities to going abroad to where the action is because we fear they will not come back? On balance we are convinced that we should not do all these because the net result will be bad for our nation. But going forward has its minefields. What do we do?

If we want to embrace globalisation we must embrace foreigners. We must make it a home for them just as it is a home for us. If they have a sense of home and sink their roots here it will be better for us. But if we treat them as foreign invaders bent on seizing our opportunities, then they will behave accordingly and treat Singapore as merely another job opportunity and not a place to call home. Hence I believe that it is important that we bring those who are not Singaporeans into our fold. The funny thing about this view is that it cuts both ways. Our talented Singaporeans may be tempted to sink roots overseas. It is something we have to understand and accept that that is the nature of the world today. But it does not mean we should not try to maintain our links with Singaporeans overseas. Hence our government has put in place various networks overseas to ensure that Singaporeans can still maintain a link with Singapore. It is the least we could do. Ultimately it depends on how that individual feels about Singapore, his family, friends, and other things which collectively defines Singapore as home for him. It is the process of education and socialization which will determine, to some extent, how that individual will feel about Singapore.

Globalisation will also introduce new cultural elements into Singapore. As to whether this will be good for Singapore depends upon how we view the foreign elements there is a tendency to equate globalisation with Westernisation. Hence everything that is from the West is deemed good and should be emulated and copied. It is inevitable for cultures to compete and collide for space and attention. Thomas Friedman in his book The Lexus and the Olive Tree gave an example of a young Japanese girl who flew to Los Angeles with her mother. On seeing a McDonald’s outlet in Los Angeles, the girl remarked to her mother “they too have McDonald’s here”. In her mind McDonald’s is Japanese as she is used to the patronising these outlets and that these outlets have changed to take a more Japanese character. Should we be like the little Japanese girl who could not recognise what is hers and what is foreign? The answer is no.

Hence in our attempt to be global we must be mindful of what to absorb and what to adopt. We must adopt those that are culturally neutral and good for the country. For example new technologies and innovations which will give us the competitive edge should be adopted. We have McDonald’s in Singapore. But we must remember that it is an outlet American in origin which does not have a place in our cultural outlook. Hence our mind must not be what sociologists called the “captive mind” which is fascinated with everything Western as they are deemed global. We must be more discerning and understand what is good for us and what is not. There are many areas which globalisation has benefited us. For example our food have changed and our cultural scene is more vibrant and dynamic. The economic opportunities are obvious.

In conclusion, globalisation will bring more opportunities for us here in Singapore. But there are challenges which we must face. Apart from the willingness to learn and adapt to the demands of the market place, we must also be mindful of its impact on our social and cultural landscapes. However that impact must not deter us from embracing globalisation. If we ignore it, we do so at our peril. If we embrace it with open minds, we stand a good chance of raising our standard of living and quality of lives for our people.

Thank you.

