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"THERE has always been ti- |
_valry between Hongkong and .,

Singapore, and now more :
.than ever the competition 1s :

“heating up.

Arguably, the region has the
.potential to accommodate the .

‘two but, in the short term, they
:will continue to vie for number

one position as financial cen- .

tres, regional headquarters, ma-
jor ports and thriving econo-
-mies. o .

- Both are adjacent to vast
‘hinterlands which fuel their
‘economies; both have infra-
structures and development
plans which depend greatly on
relations with theif neighbour-
ing countries. Hongkong and
"Singapore both have limited
space, small labour forces and

virtually no natural resources of

-their own. R

Singapore covers 622.5
.square kilometres; Hongkong is
.42 per cent larger, but much of
:the land is mountainous and
‘uninhabitable. Singapore, like
‘Hongkong, imports its water
~supply from its neighbour.

As free trade ports, they are
open to international trade and
money flows. Geographical lo-
cation plays a major part in es-
‘tablishing their status as entre-
pots — Hongkong as a trans-
shipment centre for China, and
Singapore as a link between Eu-
rope and the Far East.

One of the strengths of Sin-

. gapore is its political and social
stability. The People’s Action
- Party, in power since 1965, pro-
vides a continuity in policies
-that has so far avoided major

unrest. Having scored a deci-
_sive victory in the September -

- general elections, the party has

paved the way for transition: .

from first-generation leader to
second, but there are no indica-
-tions of a relaxation of Prime
. Minister Lee Kwan Yew's rule.
Singapore's development

. and economic strength has been

planned by an activist govern- °

ment which is dominant in
. property, transport and com-

munication.sectors, and also °
participates in the financial and

" labour markets and keeps a
" close watch on foreign invest-
ment. Although rather authori-

, tarian, Singapore enjoys greater
. political calm and is potentially -

_more stable than Hongkong.
But relations with its hinter-
land are not always smooth;
" there is an element of friction

._between Singapore and Malay- :

+;sia. Singapore broke away from
'i’lalaysié" in 1965 A "ﬁg&uh’n

.

s.many Malaysian businessmen’

+'to export through the better-
- equipped port in Singapore.

Genuine attempts: to
Z-smooth things out have includ-

2ed King Mahmood Iskandar’s

XRXX]

¢ state visit to Singapore this '
< summer, but relations remain
+lukewarm. Singapore’s future .
< hinges not only on its economic * -

+ integration with its neighbours

< butalsoon the independent de-\’
* velopment of countries in the |

~ region. * - -

>

»

» supplies of palm oil, rubber and
: other commodities through
. links with Malaysia, Indonesia
tand other parts of Southeast

$ Asia; But-as these-countries be- - -

~

up the trad

gin to assert themselves as inde-
pendent markets, aiming to de-
velop port facilities of their own
and conduct business indepen-
dently, Singapore could feel the
pinch.

Oil refining and commodity
and re-export trade from neigh-
bouring countries contribute
greatly to Singapore’s economy.
Any downturn in business as
these countries build their own
ports and oil refineries would
be highly detrimental. Singa-
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+  Singapore hae access to rich -

Sheer size and the
propensity of the
economy to grow
gives Hongkong a
slight advantage

pore needs to keep one step
ahead of its neighbours so that
it can benefit from the intra-
Asian trade, which looks set to

qu%main 2rowth-area. ;- - o

‘ommodity prices this year
have reached record levels, and
this has also boosted the econo-
my, though Indonesia is inde-
pendently emerging as a big

; player in the commodities mar-
ket, which could undermine
° Malaysia’s market and indirect-

ly affect Singapore. Malaysia is

» the world’s top exporter of palm

il.

“Singapore has an excellent
infrastructure but Malaysia and
Indonesia have the potential to
develop more independently of
Singapore than China will of
Hongkong,” said Dr Miron
Mushkat, director and chief re-
gional economist with Baring
Securities in Hongkong.

“Singapore has Malaysia on

its doorstep, plus Indonesia,
Thailand and IndoChina. But if
Bangkok was to emerge as a via-
ble competitor with Singapore,
acting as a service centre for
Vietnam, Kampuchea and
Laos, this could seriously un-
dermine Singapore’s position.”

There is potentially less fric-
tion between China and Hong-
kong, as no major political or
social unrest is expected in the
short term. But corruption and
party infighting could be major
destabilising factors.

The Chinese economy is
showing signs of floundering as
inflation rockets and inade-
quate monetary controls exert
upward pressure on prices.
China could see an overall
slowing in economic and price
reforms, and with inflation run-
ning away at 20 pgr cent to 40
per cent, the government is try-
ing to curb consumer spending
and dampen domestic demand.

. Theé Chinese economy will

Hongkong as it has been in the
past few years, stemming the
flow of capital to Hongkong.

But relations with China are
strong, and Hongkong is strate-
gically placed to service its vast
market. It continues 1o enjoy
rapid economic integration
with southern China under
Beijing’s open-door policy.

“Hongkong has China and a
great potential in Taiwan. Tai-
wan can be seen as something of
a hinterland, and Hongkong is
in an ideal position,” said Dr
Mushkat.

The potential for Hongkong
in this region was far greater
than that of Singapore in refa-

Asian rivals step

¢\,
e war

tion to Malaysia, he added.

“Quantitively speaking,
Hongkong is more significant
than Singapore. Sheer size and
the propensity of the economy
to grow gives Hongkong a slight
advantage in this respect,” he
added.

However, the emigration
problem facing Hongkong is far
greater than any labour short-
age reported in Singapore. As
1997 looms and the rate at
which middle management per-
sonnel are leaving the territory
heightens, confidence in being
seriously shaken. There are no
signs that the brain drain will
abate before the early 1990s.

One consolation is that the
resifience of the people and the
economy, and the fact that ad-
ditional passports have already
been secured by many, could
mean that Hongkong eventual-
ly becomes a magnet for finan-
cial and technological skills and
the tide of emigration will be re-

. - . -versed, - vpe i
not be as strong a stimulus to - "

Due io the enormous num-
ber of workers in China, a la-
bour shortage is unlikely to be
an ongoing problem.;

Singapore has only 1.1 mil-
lion workers, and this is seen as
a major constraint on economic
development. Any uncon-
trolled upsurge in the cost of la-

~ bour could have dire conse-

quences and seriously erode
export competitiveness. With
Malaysia on the doorstep, the
labour force could be signifi-
cantly boosted, however.
Hongkong is more a con-
sumer goods, textiles and gar-
ments producer while Singa-
pore concentrates on producer.
goods, such as electronics.. In

PENELOPE HILL
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this respect, Singapore is slight-
ly more sophisticated than
Hongkong.

“If there is a slowdown in
the US economy in an attempt
to depress domestic spending,
Hongkong is likely to suffer .
more due to its production of
consumer orientated goods,”
said one senior economist.

“But, on the other hand, any
slowdown could also lead to
stagnant consumption. Hong-
kong will suffer unless exports
to Japan and Europe are sus-
tained and Singapore will feel
the pinch as discretionary
spending means cutbacks in the
Juxury items market, such as
electronics.”

The entrepreneurial spirit,
bound into the very heart of
Hongkong, remains a weak area
in Singapore. Lack of manufact-
uring tradition, government-
controlled savings schemes
(which limit the flow of cash)
and 2 highly regulated business

“*envirodment are not conducive
to encouraging the develop-
ment of private enterprise.

The government has tried to
provide incentives to small and
medium enterprises to develop
the entreprencurial streak, but .
with little success.

Being an independent politi-
cal entity, Singapore is bound to
place more concern on its eco-
nomic independence than
Hongkong. The extent econom-
ic development will be affected
by political considerations will
depend on Singapore’s relation-
ship with its hinterland and de-
velopment of regional politics.

.. These considerations are, at

present, much less important to
Hongkong.




