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of Singapore

|. Singapore Economic Growth: Prominent
Features and Emerging Policy Challenges

= The Economy’s Prominent Features:
— Active government interventions
— Vulnerabillity to external shocks
— Resilience
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Achievements: Joining the league of wealthiest nations: 3" rank in
2010 on GDP per capita (PPP$)

Per Capita Per Capita
Country GDP (PPPS) Rank Country GDP (PPPS) Rank
Qatar 88,559 1 Ireland 38,550 14
Luxembourg 81,383 2 Sweden 38,031 15
Singapore 56,522 3 Kuwait 37,849 16
Norway 52,013 4 Iceland 36,621 17
Brunei 48,892 5 Denmark 36,450 18
United Arab Emirates 48,821 6 Belgium 36,100 19
United States 47,284 7 Germany 36,033 20
Hong Kong 45,736 8 Taiwan, China 35,227 21
Switzerland 41,663 9 United Kingdom 34,920 22
Netherlands 40,765 10 Finland 34,585 23
Australia 39,699 11 France 34,077 24
Austria 39,634 12 Japan 33,805 25
Canada 39,057 13 Korea, South 29,836 26

Source: International Monetary Fund (IMF) data set 5
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|. Singapore Economic Growth: Prominent
Features and Emerging Policy Challenges

= Emerging Policy Challenges:

— Average labor productivity (ALP) remains low
relative to the US level (at both economy and
iIndustry levels).

— GDP growth is relying on employment expansion,
while labor productivity growth has stagnated.

— Capital investment intensity is on a declining trend

IN contrast to increasing employment growth.
6
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Challenges: ALP remains low relative to the US

Singapore's ALP Relative to the US (U5=100)
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Singapore’s growth patterns: GDP, ALP, and Employment

Singapore Economic Performance, 10-YMA Growth
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Singapore’s growth patterns in comparisons to Hong Kong'’s

10-YMA: Singapore vs. Hong Kong
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Widening gap between capital investment and employment growth

Investment Intensity vs. Employment Growth, 10-YMA
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Il. The Sources of Singapore’s Economic Growth

— GDP growth decomposition
— ALP growth decomposition
— Projections of ALP and GDP growth, 2009-2019

11
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Sources of GDP Growth:

AlnY =v, AlInK., +v, AlnK

|Ct ICt niCt nICt

+V AlnH +v, AlnL, +AInA

« Contribution of capital input
 |CT capital
* Non-ICT capital
« Contribution of labor input
* Hours worked
 Labor quality
 Contribution of Total Factor Productivity growth

12
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Sources of GDP growth, 1965-2008

1965-1990 1990-2008
65-80 | 80-90 | 65-90 | 90-96 | 96-02 | 02-08 | 90-08
Growth Contribution in Percentage Points
Real GDP Growth 9.7 7.2 8.7 8.3 4.1 6.0 6.2
Capital Inputs 7.9 3.8 6.2 4.5 3.5 2.7 3.6
= ICT Capital - - - 1.0 11 0.9 1.0
* Non-ICT Capital 7.9 3.8 6.2 3.6 24 1.8 2.6
Labor Input 19 1.7 1.8 2.1 1.3 3.0 2.1
= Labor Quality - - - -0.1 0.2 0.9 0.3
= Hours Worked 1.9 1.7 1.8 2.2 11 2.1 1.8
TFP -0.1 1.7 0.6 1.7 -0.7 0.4 0.5
Growth Contribution in Share (%)
Real GDP Growth 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Capital Inputs 81.1 52.8 | 71.8 | 544 | 845 | 442 | 57.8
» ICT Capital - - - 116 | 25.7 | 145 | 15.7
* Non-ICT Capital 81.1 52.8 | 71.8 | 42.8 | 58.7 | 29.7 | 42.1
Labor Input 201 | 238 | 21.3 | 253 | 31.3 | 50.0 | 34.7
» Labor Quality - - - -1.3 5.4 15.2 5.6
» Hours Worked 20.1 238 | 21.3 | 26.6 | 259 | 34.8 | 29.1
TFP -1.2 23.3 6.9 20.3 | -15.7 5.8 7.5
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Sources of Average Labor Productivity (ALP) Growth:

Alny=v, Alnk._ +v, Alnk

; . y it TV AINL, +AlnA
« Contribution of capital deepening
 |CT capital
* Non-ICT capital
« Contribution of labor quality
 Contribution of Total Factor Productivity growth

14
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Sources of ALP growth, 1965-2008

1965-1990 1990-2008
65-80 | 80-90 | 65-90 | 90-96 | 96-02 | 02-08 | 90-08
Contribution in Percentage Points
Labor Productivity Growth 5.9 3.8 5.1 4.2 2.2 1.9 2.7
Capital Deepening 6.0 2.2 4.5 2.6 2.6 0.6 1.9
* |CT Capital - - - 0.8 1.0 0.6 0.8
* Non-ICT Capital 6.0 2.2 1.8 1.6 0.0 1.1
Labor Quality - - - -0.1 0.2 0.9 0.3
TFP -0.1 1.7 0.6 1.7 -0.7 0.4 0.5
Growth Contribution in Share (%)
Labor Productivity Growth | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Capital Deepening 1020 | 564 | 88.2| 62.4|119.7| 31.8| 70.6
* |CT Capital - - - 189 | 453| 32.2| 28.9
* Non-ICT Capital 102.0| 56.4 435 | 745 -04 | 41.7
Labor Quality - - - 25| 10.2( 49.3| 126
TFP -20| 436| 11.8| 40.1| -30.0| 189 | 16.8
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Projections of Singapore’s ALP and GDP growth, 2009-
2019: The Model

1-v

1-v

AlnK,, + r+Alnl, + _i AlINA

Vi Vi [

Alny=

where K, denotes the quality of capital input, which is defined as the ratio of the
capital service flow K to the productive capital stock S. Growth in K, captures the

dynamics of capital stock structure shifting towards ICT; v, Is the average income

share of labor; and ¢ represents the gap between the growth rates of the productive
capital stock S and GDP Y .

Source: Jorgenson and Vu (2010) 16
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Projections of Singapore’s ALP and GDP growth, 2009-
2019: The Results

Actual Pessimistic | Base Case | Optimistic
1998-2008

Labor share, "L 0.532 0.539 0.539 0.539
Labor quality growth, AlnlL, 1.24 0.53 0.53 0.53
7=AInK-AInS 0.08 0.25 0.50 1.20
Capital quality growth, AlInK, 0.29 0.44 0.53 0.67
TFPG, AInA 0.51 0.43 0.51 0.63
Employment growth 2.92 0.50 0.75 1.00
Productivity growth 2.52 191 2.35 3.29
GDP Growth 5.45 241 3.10 4.29

Source: Vu (2011) 17
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Ill. Singapore’s Productivity Drive: Policy
Framework and Implementation

— Recommendations made by the 2009 Economic
Strategies Committee (ESC)

— Policy frameworks for promoting ALP growth
— Implementation

18
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The 2009 Economic Strategies Committee (ESC) Report on
Productivity Drive: Objectives and Directions

= Main Objective: Achieving 2 to 3 percent growth per year in
productivity over the next ten years

= Strategic Directions:

1. Deepen skills and expertise within every sector of our
economy.

2. Restructure our economy, to provide more room for rapidly
growing and more efficient enterprises.

3. Expand abroad and capture new growth activities in order
to grow high-value added activities in Singapore.

19
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The 2009 Economic Strategies Committee (ESC) Report on
Productivity Drive: Key Recommendations

= Seizing Growth Opportunities

* Developing a Vibrant SME Sector and Globally
Competitive Companies

= Attracting and Rooting MNCs and global SMEs
Growing Knowledge Capital

Making Singapore A Leading Global City

» Fostering Inclusive Growth

= Ensuring Energy Resilience and Sustainable Growth

= Maximising Value from Land as a Scarce Resource
20



EBINUS
Matiana' Unveruty
of Singapare

. . V‘V Lee Kuan Yew
A School of Public Policy

Promoting ALP Growth: Transformation versus Incremental improvement

Fostering the enabling/pushing factors

value-added activities
+ Supporting industries & cluster formation
+ Most up-to-date market and technology
information
+ MDA regulations
+ Rivalry and competition

+ Human and financial capital for entering higher

Renewing firm-level strategy
+ Introducing products with higher value-added

+ Moving towards higher value-added activity and

technology
+ Penetrating more sophisticated markets and/or
higher-end market segments

+ Fostering entrepreneurship spirit and risk taking

behavior

Increasing output per worker
+ Workers: Skills, working attitude and

Increasing value per output unit
+ Quality control and improvement

A 0
disciplines, Health .§ = + Design; R&D
+ Process: investment in equipment (capital g g + Packaging & branding
deepening); Production management. S3 + Delivery and distribution
235 + Promotion/Advertisement
g E + Communication with customers / After
Sale
> \/v/ l services \
0)'0/'029 s, _ 7 __ @e&z&? A
&), Loy Boosting <@ 496‘
s Productivity A\ &°
Growth R\
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