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. THE BANK OF TOKYO, LTD.

. C. ITOH & CO. LTD

. THE FUJI BANK, LTD.

. HITACHI ELECTRONIC DEVICES (S) PTE. LTD.
. HITACHI ZOSEN SINGAPORE (PTE) LTD.

HYMOLD PTE LTD.

. JAPAN TRAVEL BUREAU PTE. LTD.

. KAJIMA CORPORATION

. MARUBENI CORPORATION

. ASIA MATSUSHITA ELECTRIC (S) PTE. LTD.

. THE MITSUBISHI BANK, LTD.

. MITSUBISHI CORPORATION

. MITSUBISHI ELECTRONICS MANUFACTURING S’PORE PTE LTD
. MITSUI & CO., LTD.

. THE MITSUI BANK, LTD.

. MITSUI OSK LINES (S) PTE. LTD.

. NATIONAL OXYGEN PTE. LTD.

. NEC ELECTRONICS SINGAPORE PTE. LTD.

. NIPPON STEEL CORPORATION

. N.YK. LINE (S) PTE. LTD.

. OKAMOTO (SINGAPORE) PTE. LTD.

. SEIKO INSTRUMENTS SINGAPORE PTE. LTD.

. THE SUMITOMO BANK, LTD.

. SUMITOMO CORPORATION

. TAKENAKA CORPORATION

26.
. TOSHIBA SINGAPORE PTE. LTD

. YOKOGAWA ELECTRIC (S) PTE. LID.

THE TOKIO MARINE & FIRE INSURANCE CO., LTD.

KEREE (53)

. NISSHO IWAI CORPORATION

. SONY INTERNATIONAL (S) PTE LTD

. THE DAILICHI KANGYO BANK, LTD

. THE POLYOLEFIN COMPANY (SINGAPORE) PTE LTD
. JAPAN AIR LINES CO LTD
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MESSAGE

Mr Tan Eng Joo

Vice-President

The Singapore Federation of
Chambers of Commerce and
Industry and

The Singapore Chinese Chamber of
Commerce & Industry

yy .1y sy a—RIEREE

It is a real pleasure and a special honour to me to be invited as your Guest of Honour at
this function on the occasion of your Chamber’s Annual General Meeting. I would like at the
outset to extend, on behalf of the SFCCI and myself, our warmest best wishes on this occasion
and to wish your Chamber and all its members, and especially your President and Council,
continued success in the year ahead and brighter hopes for the expanding economic relation-
ships between our two countries. Our President, Mr. Linn In Hua, is out of the country at
present and he, too, wishes to join me in expressing these sentiments. While there is no formal
linkage between the JCCI and the SFCCI, we attach special significance to your having the
SFCCI President deliver an address at your AGM, and without undue modesty we- would
hope that this will become a part of your Chamber’s tradition.

My own thoughts naturally go back to the address I made only last December as Singapore’s
Chief Delegate for the private sector at the Sixth Plenary Session of the Asean-Japan Economic
Council Meeting in Manila. I spoke of the forced structural reform of the Japanese economy
following the steep appreciation of the Yen in the wake of the Plaza Accord of 1985 by
which the Group of 5 had sought to correct the chronic trade imbalances. In contrast to an
earlier phase of concentrating all her overseas investments mainly in the industrialised coun-
tries of the West, to gain access to their markets, the strong Yen brought about investments
to ASEAN and other developing countries, notably the NIEs, for the comparative advantage
in labour and other costs. Apart from industry, investments became more diversified, to
encompass the retail trade, services, construction, and so forth.

At home the shift from an export-led to a domestic-demand-led economy has also been
reflected in the acceleration of infrastructural and public spending with a big boost in the demand
for building materials and fixtures, and household goods in great variety. However, an expecta-
tion that Japan would open its market wide has proven illusory. Whatever has been done has
been far from enough. A host of non-tariff barriers and other roadblocks, including an intri-
cate and complicated distribution chain, do require to be first dismantled.
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I am not heartened by a reading of our bilateral trade statistics. The balance of trade
has consistently been adverse for Singapore, but has progressively grown from about $5
billion in 1985 to a figure of $12.5 billion in 1988. Even making allowance for apprecia-
tion of the Yen, we find here a problem that needs to be addressed more seriously than ever
before. Japan is Singapore’s top trading partner overall, but is really third to U.S.A. and
Malaysia where our exports are concerned. In 1988 our exports to the U.S. amounts to
$18.8 billion, to Malaysia $10.7 billion, and to Japan a mere $6.8 billion. It is part of Japan’s
newfound strategy to use countries such as Singapore as a manufacturing base for exports
of Japanese goods, but really not deemed such because they are not made in Japan, to
other overseas markets. It is quite a different matter, as our experience shows, finding
access for these goods in Japan itself, even though they are the products of Japanese inves-
ment, technology and supervision. Trade is of necessity a two-way street. What is needed is
an earnest to rectify or eliminate some of the remaining obstacles to fair and balanced
trade. ;

Where the investment figures are concerned, Japan has overtaken U.S.A. to the top
place over the last three years. In the years 1986, 1987 and 1988 the figures for Japan are
respectively $493 million, $601 million and $693 million, as against those for U.S.A. of
$443 million, $543 million and $594 million. But in terms of total assets value, Japanese
companies in Singapore with $5.4 billion in 1986/87 lags behind American companies with
$8 billion. What is truly disappointing is that the value added per worker in Japanese owned
companies falls far -behind that in American and Western European owned subsidiaries.

In Tokyo last week our First Deputy Prime Minister, Mr. Goh Chok Tong was more
sanguine in suggesting that Japan should shoulder part of the global economic burden of
the U.S. because of its huge trade surplus by a sort of Marshall Plan for Asean. He envisioned
that all of Asean would thus be enabled to be a first regional grouping of NIES, ultimately
being itself a great consumer market for Japan.While Japan could thus avert the protectionist
tendencies elsewhere, Japan should foster accelerated growth in this region through invest-
ment flows and technology transfer and providing free and accessible market for goods
made in the Asean countries. Singapore’s role as the fulcrum in this scenario of mutually
beneficial economic structures and strategies need hardly be emphasized. This would be the
main platform and focus for the newly established high level Singapore-Japan Economic
Advisory Group.

Fresh perception of the Single Market of Europe in 1992 as Fortress Europe and of the
U.S.-Canada Free Trade Agreement as another undisguised protectionist exercise, coupled
with challenges emanating from the super 301 provision of the U.S. Omnibus Trade Act,
would tend to trigger a new wave of Japanese investment into those countries. A negative
posture evokes another negative posture. However that may be, my appeal is that members
of your Chamber should spread the message to your principals in Tokyo to provide a higher
priority to investment, trade and aid to our region.

Earlier this month a meeting of the Asean-CCI Council was held in Bali, which I also
attended, where among other things fresh impetus was given to the launching of the AIJV
(Asean Industrial Joint Ventures) scheme, a scheme which allows for 60% foreign equity
participation and the agreement of at least two Asean countries for any venture, and
preferential tariff treatment for the Asean market.
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I would like to end by saying that it is my earnest hope that while Japanese business
interests reflect their basic commonality within your Chamber, the JCCI will forge closer
ties with the SFCCI and its constituent chambers to parallel the work locally of the Sin-
gapore-Japan Economic Advisory Group in Tokyo. Regionally, far-reaching mutual benefit
would accrue by Japanese interests expanding their co-operation with Asean counterparts.
Singapore does not view greater prosperity in our region elsewhere as a zero-sum game. As
long as we provide the best infrastructure and services at the most competitive prices, with
the best quality and greatest dependability, there will be spin-offs for our benefit. Let us
therefore together set before us this common agenda and commit ourselves and our resour-
ces to the speedy realisation of the brighter scenario in the years ahead as we together march
into the Pacific era of the 21st century.

Thank you.
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INCREASE IN FOREIGN WORKER LEVY AND CPF CONTRIBUTION

JCCI expresses concern over the government’s announcement on the above issue. Its views
are appended below.

JCCI is aware of the government’s concern over the high social cost of an uncontrolled
influx of foreign workers, and agrees that it is undesirable to rely excessively on them to
sustain its economic growth.

However, the Chamber’s members view the government’s decision to raise the foreign
worker levy as too hasty. The sudden and substantial cost increase which employers have
to bear will have a drastic impact on the medium and long term corporate plans that emplo-
yers have laid down.

Japanese employers fear that the sudden and substantial increase in the levy will make it
difficult for them to bear. This will eventually lead to the detriment of Singapore’s interna-
tionat competitiveness.

Furthermore, we also fear that such a decision will reflect a diminished confidence in the
Singapore government’s policies among existing as well as potential investors to Singapore.

JCCI members are fully aware of the higher cost of employing foreign workers as compared
to Singaporean workers. However, employers cannot help but resort to them to continue
their business operations, given the severe labour shortage situation in Singapore.

Furthermore, employers also fear that offering unrealistically higher wages to attract Singa-
porean workers could only lead to a wage spiral and increased job-hopping.

Regarding the government’s decision to increase the employer’s CPF contribution by a
substantial 4%, from 12% to 16% as from July 1989, JCCI would like to reiterate its position.
JCCI favours a more gradual increase of 2% per annum over the next 4 years, as this will make
it more bearable for companies to absorb the extra cost.
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INCREASE IN FOREIGN WORKER LEVY AND CPF CONTRIBUTIONS

I am writing on behalf of the employers organisations listed in the annex to this letter.
We would like to express our views about the increase in costs as a result of the proposed
increases in foreign worker levy and CPF contribution.

We appreciate the Government’s concern over the high social cost of a large pool of foreign
workers in the country. We agree that it is undesirable for companies to rely excessively on
foreign workers. Unfortunately, there is a shortage of Singaporeans willing to do unskilled
or semi-skilled work. Generally, Singaporean workers dislike shift and overtime work.
Thus companies cannot help but resort to employment of foreign workers to continue
their business operations in Singapore. When the cost of employing foreign workers becomes
prohibitive, companies using foreign labour will have to attract Singaporean workers from
the already limited pool by offering higher wages. This can lead to a wage spiral and
increased job-hopping.

Automation is not the alternative to all companies using foreign workers. Certain opera-
tions cannot be easily automated. It makes economic sense to automate only if you are a
high-volume producer and if you have a degree of control over your markets and products.
Many companies are also not geared to automate. Moreover, automation is a long-term
approach.

We fear that the proposed increases in foreign worker levy and CPF contribution are too
severe and coming too soon after the last recession. These increases, taken together with
projected increases in other operating costs and the strong Singapore dollar may eventually
be to the detriment of Singapore’s international competitiveness. Any increases should take
into account not only the present state of the economy, but also the future state.

We view with some concern our economic prospects for 1989. We believe next year may
be a difficult year for some sectors of Singapore business, for example the computer industry.
We also believe it is very difficult for economic planners to predict with any fair degree of
accuracy when the cumulative effects of all cost increases begin to hurt the country’s
international competitiveness. The last recession proved this assertion.

During the recession in 1985/86, Government had extensive discussion with the private
sector. It was stated that such discussions would continue in the future. We were therefore
disappointed that there had b&en no prior consultations on the proposed increases in foreign
worker levy and CPF contribution. The businessman’s intuitive feel and sense for the
market are important inputs to Government’s intended economic policies. We urge Govern-
ment to revive the useful discussion we had in the past so that all views can be considered
before economic policies are implemented.

The employers’ organisations are in the process of conducting a survey among their members
to determine the magnitude of wage increases in 1988. It will then be possible to gauge the
impact the proposed increases will have on companies’ total wage costs. The survey is
expected to be completed by mid-January 1989. We would like to request a meeting with
the Minister for Trade and Industry and the Minister for Labour to discuss the proposed
increases in foreign worker levy and CPF contribution and present our suggestions on the
magnitude and timing of the increases so that our international competitiveness will not be
eroded. We suggest that the meeting be held sometime towards the end of January 1989.
We hope you will be able to accede to our request.
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American Business Council

British Business Association

German Business Group

Japanese Chamber of Commerce & Industry

Singapore Federation of Chambers of Commerce & Industry
Singapore Chinese Chamber of Commerce & Industry
Singapore Indian Chamber of Commerce

Singapore International Chamber of Commerce

Singapore Malay Chamber of Commerce

Singapore Manufacturers’ Association

Singapore National Employers’ Federation
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(11 July 1989 New Membership)

ALTECO CHEMICAL PTE LTD
Mr T Sato (Managing Director)
15 Benoi Road

Singapore 2262

Tel: 8626622

Tix: RS 21906

Fax: 8614393

ASAHI GLASS CO LTD
SINGAPORE BRANCH

Mr R Morikawa (General Manager)
460 Alexandra Road # 25-03
PSA Building

Singapore 0511

Tel: 2735656

Tlx: RS 29855

Fax: 2789281

DRAGON SHOKUHIN (S) PTE LTD
Mr I Nishio (Managing Director)
c/o Arthur Young

36 Robinson Road 5+ 17-00

City House

Singapore 0106

Tel: 2201135

PAN PACIFIC SINGAPORE HOTEL
Mr H Kubo (Director of Sales)

7 Raffles Boulevard

Marina Square

Singapore 0103

Tel: 3368111

Fax: 3391861

CHANGE OF ADDRESS

NAGASE SINGAPORE (PTE) LTD
80 Anson Road #38-00

IBM Towers

Tel: 2200811

Tlx: RS 23145

Fax: 2261640

67



** CHANGE OF NAME OF REPRESENTATIVE

*

HITACHI ZOSEN SINGAPORE (PTE) LTD
From Mr D Nakao to Mr K Kotegawa

TORAY INDUSTRIES (SINGAPORE) PTE LTD
From Mr H Higarashi to Mr K Ikeda

MITSUBISHI ELECTRONICS MANUFACTURING SINGAPORE PTE LTD

YAOHAN SINGAPORE PTE LTD
From Mr T Takeda to Mr M Nozue

ASAHI TECHNO VISION (S) PTE LTD
From Mr F Matsuda to Mr H Takagi

SUMITOMO METAL INDUSTRIES LTD
From Mr F Takashima to Mr M Tobe

THE YASUDA TRUST AND BANKING CO LTD
From Mr T Hayashi to Mr S Koshikuni
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