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Individually Completed 

Anirban Sen (Asen@Ischool.Berkeley.Edu) 
 
Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 
 
In comparing Singapore to the Bay Area economically, we can draw a number of 
parallels, but also can delineate some crucial differences. To name a few differences, firstly, Singapore is an 
independent nation, and therefore has a national identity. This national identity however seems more 
artificial rather than ethnic and only arose out of a need based on independence. The Bay Area is a fully 
integrated part of the United States of America, and therefore is under the influence of the Federal 
government. Singapore therefore has much more latitude to create and dictate policy than the Bay Area can. 
Although Singapore initially was a heavily communist area, it has moved steadily to the right and currently 
follows a moderately socialist ideology. Economically, the Bay Area is well known worldwide as a technology 
cluster. These include software, hardware, and consulting industries. The Bay Area moved from a 
manufacturing economy to the next level up in the value chain shortly after the second world war. Singapore 
is currently making that move and is aligning itself with the knowledge based economy similar to the Bay 
Area. Labor costs tend to be higher in the Bay Area compared with Singapore. Unionization of labor and wage 
negotiations have driven up labor costs in the Bay Area. This in turn has resulted in high cost of living and 
amenities. In Singapore, labor is managed more carefully. Due to direct oversight by the Singaporean 
government, union activity is heavily regulated. Unions also have direct representation in the government for 
transparency. Labor is viewed as an active partner in the development of Singapore. In the Bay Area, labor 
often is at odds with the various companies and the relationship is somewhat strained. The Bay Area is home 
to a number of world class universities that provide a continual supply of skilled labor to the various firms 
here. 
 
Conversely, Singapore deals with a shortage of skilled labor by importing labor from other countries as well 
as investing in joint education programs with other world class universities to provide satellite campuses in 
Singapore. Due to a socialist form of government, housing and property ownership in Singapore is more 
communal. Singapore is very often in direct competition with the same clusters as Silicon Valley. Ironically, 
their competitors are also valuable partners in the development of the country. Singapore follows 6 policies 
for economic growth. These are investment in the state, active encouragement of foreign investment, creating 
a pro-business environment, fostering free trade, a tight monetary policy, and high savings. To these ends, the 
government of Singapore has established the Economic Development Board of Singapore. This organization, 
although a branch of the  government, works similar to a corporation. There is no such analogy in the Bay 
Area as private and public sectors are well separated. 
 
 
How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed? 
 
Singapore manages to prosper in spite of having very little in terms of natural 
resources. Very early in the history of the nation, it had to establish a national identity 
separate from its neighbors who are ethnically the same. One of the first things that the new government of 
independent Singapore did was build up a security and police force. Arguably, this job is much easier to do in 
a city-state than in a larger country. Although starting from communist roots, a political right shift made 
Singapore more moderate and socialist. The government of Singapore plays an important role in the private 
sector of Singapore. The leadership, although based on a parliamentary system, is also meritocratic and 
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leaders of each ministry have held posts in other ministries. This has led to the leadership having 
perspectives that enable them to see a problem from many different viewpoints. Ministries in Singapore are 
run similar to corporations, with each ministry involved in one aspect of development. A large portion of 
housing (85%) in Singapore is public and therefore the government ensures that the entire population has a 
reasonable standard of living. Government oversight and regulation of labor unions has led to strict 
guidelines for labor.  
 
However, labor is well represented within the government to allow for transparency in policy  creation. The 
government tends to carefully control the flow of information and therefore can censor information. In the 
past, opposition to the government have  been imprisoned indefinitely without any charges. However, overall 
Singaporeans tend to overlook sacrifice of personal liberties in favor of an orderly and comfortable society. 
Due to the six policies of economic growth: investment in state, active encouragement of foreign investment, 
creation of a pro-business environment, fostering of a free trade zone, creating a tight monetary policy, and a 
high savings, the government of Singapore has managed to turn the country into a thriving metropolis. 
Initially after independence the government owned a large portion of companies in Singapore due to a weak 
private sector. This was to improve the living conditions of Singaporeans and to make the country attractive 
to foreign investors. Singapore encouraged foreign investment by reducing restrictions and doing away with 
capital gains taxes. In return, Singapore gained employment for its population, technology, managerial 
expertise and human capital. Additionally, Singapore rewarded new companies who invested in the country 
with 'pioneer status' which included further incentives for investment. The docile labor force in Singapore 
also attracted a lot of companies. Due to this investment, the labor in Singapore moved early up the value 
chain with training and higher education opportunities. 
 
The government of Singapore has a pro-business mindset and sees business as a 'customer'. This means that 
government often supports and provides infrastructure that makes investment in the country attractive. 
However, government also provides transparency and representation for all parties involved. Recently, the 
launch of the productivity movement in Singapore led to a motivated workforce producing even greater 
levels of work. The government managed to do this by the message that each individual would get the same 
slice of the pie that they were getting prior to the increased productivity. However, the pie would be larger 
and therefore, individuals would take home a larger amount. 
 
 
Prepare Porter's Diamond for one of Singapore's top industries. 
 
Singapore's Financial and Business Services 
 
Factor Conditions 
• Increase in skilled labor through partnerships with world class universities such as MIT 
who have set up satellite campuses in Singapore. 
• Singapore has invested heavily in the development of infrastructure for manufacturing, 
chemicals and electronics. As a result, the Financial and Business Services have also 
grown to support trade within those clusters. 
• Singapore encourages a free trade and a tight monetary policy which ensures stability 
of the market and allows for the development of the Financial sector. 
• As Singapore does not have any natural resources of its own, it has to depend entirely 
on trade. Therefore, the government has worked to remove tariffs, and given incentives 
to companies to invest in Singapore. 
 
Demand Conditions 
• Within the Financial and Business industry, Singapore competes with mostly Asian 
countries. In order to stay ahead of the competition, Singaporean firms have wooed 
foreign investors by going directly to them and not only meeting, but surpassing their 
expectations. 
• Singapore's strategy has always been to turn the strengths of their rivals into their own 
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strengths. They do this by using products from their rivals and building on top of them, 
thereby moving up the value chain and delivering a higher quality product. 
Related and Supporting Industries 
• Chemical 
• Electronics 
• Biomedical 
• Banking 
• Software 
 
Firm Strategy, Structure, and Rivalry 
• Long term strategy of Singapore is to stay ahead of the competition by constantly 
innovating and moving up the value chain. Singapore views its 'brain power' as one of 
its most important assets and therefore invests heavily in the improvement of its labor 
force. 
• External competition primarily comes from Malaysia, China and Indonesia. Singapore's 
strategy to compete against these countries is to make it easy to invest in Singapore 
and to develop a highly skilled workforce. Internal competition is encouraged through 
investment in start-up companies. Corruption is less of a problem in Singapore than elsewhere because 
skilled employees are well paid and therefore do not need to take bribes. 
• There is a partnership between the government and the private sector in Singapore. 
This means that the government provides a lot of support in terms of infrastructure and labor to the private 
firms and this is a reciprocal relationship. 
 
Prepare Porter's Diamond for one of Singapore's future growth industries. 
Singapore's Biomedical Sciences Industry 
 
Factor Conditions 
• Change the educational techniques used in instruction from rote learning to more independent thinking and 
creativity. 
• Development of biomedical industrial park for research and development. 
• Attracted large multinational companies to be housed in the industrial park such as Merck and Pfizer. 
 
Demand Conditions 
• Establishment of the National Science and Technology Board to improve the level of science and and 
technology. 
• Funded and promoted science and technology research and education with the goal of creating the “Boston 
of the east”. 
• Awarding scholarships to skilled students to study at top universities in Singapore and abroad with the 
obligation to return to Singapore and work for a set number of years after graduation. 
 
Related and Supporting Industries 
• Construction 
• Corporate planning and administration 
• Educational 
Firm strategy, structure, and rivalry 
• Established ERC to develop new macroeconomic policy to diversity Singapore's economy, attract more 
foreign businesses, encourage the entrepreneurial spirit, and create the innovative and science focused 
environment that is needed for a knowledge based economy. 
• Cut corporate and personal income taxes. 
• Additional tax breaks for knowledge based industries. 
• Increasing competition to build a more entrepreneurial and vibrant culture. 
 
What are the issues and barriers to growth? 
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Singapore has historically been, and continues to be, a socialist and authoritarian state. This means that 
although regulations for businesses and international customers are fairly lax, the rules and laws of the 
country continue to be fairly strict. This leads to a reluctance on the part of skilled workers to relocate to 
Singapore and live and work there. Singapore has somewhat solved this issue by educating their own 
population to these skilled positions. However, there is still a shortage of labor and therefore very often labor 
is being imported into the country. Censorship is another big issue in Singapore and the government controls 
the free flow of information. In an information oriented world, this is a big issue and a potential barrier 
especially for companies like Google or other Web 2.0 companies, should they want to invest in Singapore. 
 
Do you approve of Singapore's new strategy for getting the economy growing? 
I do agree with and approve of Singapore's strategy and it seems to work for that country. This may be due to 
the small size and an economy of scale. However, I feel as though investing heavily into the biomedical 
sciences is only one piece of the puzzle for  the future. I believe that sustainability and renewable energy 
research is a field that is being overlooked in Singapore. Although they do mention that there is an  
entrepreneurial culture that is being fostered there, the infrastructure and investment still needs to be made 
into the so called “green jobs” within this framework. 
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Individually Completed 

Anthony Joseph Goodrow (Goodrow@Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 
 
The economies of Singapore and the San Francisco Bay have many similarities. Both areas have a large 
trading port, highly skilled labor, large ethnic diversity, and a strong focus on the technology industry 
(semiconductors, biotechnology). However, there are some distinct differences. Singapore is focused on 
attracting multinational corporations (MNC) whereas the San Francisco Bay area is primarily an incubator for 
start-ups. Businesses in Singapore receive strong government support, which is not the case in the Bay area, 
where many start-ups are funded by venture capitalists. Another large difference is that in Singapore, the 
trade industry   remains highly dependent on external markets. This is not the case in the Bay area, where 
businesses have the ability to steer industries in certain directions. In essence, the Bay area drives the future 
of markets, where Singapore directly depends on that future. 
 
 
2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 
 
Several factors have contributed to Singapore’s economic performance since 1965. First, there has been tight 
control over the economy, which has been focused on developing infrastructure. 
The six policies that Singapore has concentrated on are: (1) “investment in the state, (2) active 
encouragement of foreign investment, (3) pro-business environment, (4) free trade, (5) tight monetary 
policy, and (6) high savings.” The Economic Development Board (EDB) was instrumental in bringing foreign 
investors and MNC to Singapore. They promoted its highly efficient, organized, and fluid government, offered 
tax incentives, and instituted a “clean and green” movement to beautify the island. Government-linked 
companies were also formed to help strengthen the private sector and were supervised by Temasek Holdings, 
the government’s investment division. The government became involved in all areas of the economy, such as 
utilities, banking, port operations, construction, public housing (Housing Developing Board, HDB), airlines 
(Singapore Airlines), defense, food supply, and travel. However, the government’s wide stake in all these 
industries caused critics to state that it was not promoting competition. 
 
 
3. Prepare Porter's Diamond for one of Singapore's top industries. 
 
One of Singapore’s top industries since 1965 has been their trade industry (imports/exports). 
Porter’s Diamond can be used to examine Singapore’s competitive advantage in this industry: 
 Factor  Conditions: strong geographic position in Southeast Asia, skilled labor , developed infrastructure 
 Demand Conditions: large volume of imports and exports going to/ from the East and West 
 Related and Supporting Industr ies: manufactur ing firms moved to Singapore in the 1960s, easier to take 
advantage of Singapore’s experience in the trade industry 
 Firm Strategy, Structure, and Rivalry: government-linked companies strengthened the private sector, tax 
incentives, competition from China and Malaysia 
 
 
4. Prepare Porter's Diamond for one of Singapore's future growth industries. 
 
One of Singapore’s future growth industries is the biotechnology. Porter’s Diamond can be used to examine 
Singapore’s competitive advantage in this industry: 



MBA 290 G Singapore Assignment  2008 
 

10 | P a g e  
 

 Factor  Conditions: highly organized, efficient workers (“We do have brains!”), developed infrastructure, 
intellectual property laws, government support (S$1 billion to become 
“biopolis” of Asia) 
 Demand Conditions: demand dictated by EDB/ Singapore government to encourage innovation and 
entrepreneurship, “knowledge-based” industry 
 Related and Supporting Industr ies: EDB to attract established biomedical companies to Singapore, strong 
R&D and university system, National Science and Technology Board 
(NSTB), Agency for Science, Technology and Research (A*STAR) 
 Firm Strategy, Structure, and Rivalry: government committed to help develop infrastructure 
(“Boston of the East”) 
 
 
5. What are the issues and barriers to growth? 
 
The issues and barriers for growth in Singapore are strong competition from China because of lower costs; a 
weak U.S. economy, which historically has represented 20% of the foreign investment in Singapore; a labor 
shortage; and a shortage of natural resources. The economy of 
Singapore is strongly dependent on the success of EDB attracting leading businesses. 
 
 
6. Do you approve of Singapore's new strategy for getting the economy growing? 
 
Yes, I approve of Singapore’s new strategy for stimulating the growth of the economy, but there are some 
other improvements that could be made. Cutting corporate taxes and personal income taxes is a good idea, 
but it may not be substantial enough to prevent companies from relocating to China. The additional tax 
breaks for R&D is a very good practice, particularly because 
Singapore already has a strong infrastructure in place. I am worried that the current deficit in 
GDP will not make the turnaround that is expected. To further attract more businesses to 
Singapore, the EDB could promote their highly organized government, their long history of developing 
infrastructure to support new industries, and the productivity of their workers (TFP). 
Also, Singapore could deepen their relationships with Malaysia and Indonesia in the growth triangle. 
 
 
7. Please also send links to any key additional resources you used to answer the questions. 
 
The following links were used to answer the questions on this case study: 
 Business Time, “Restructur ing of Singapore, Inc. – Globalization has a downside for 
Singapore,” 13 January 2006. 
 
http://www.ips.org.sg/Media/yr2006/p2006/BT_Restructuring%20of%20Singapore%20Inc_ 
13%20Jan%2006.pdf 
 Asia Times, “Singapore, Inc. peels a veil in the dark,” 26 March 2004. 
http://www.atimes.com/atimes/Southeast_Asia/FC26Ae02.html 
 Foreign Reserve and Political Environment 
http://app.reach.gov.sg/reach/BlogUs/tabid/54/articleType/ArticleView/articleId/123/Default. 
aspx
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Team 5 

Brendan Quinn (Brendan_Quinn@Mba.Berkeley.Edu) 

Nongyan (Ada)  Zheng (Ada_Zheng@Mba.Berkeley.Edu) 

Joseph Dilip Antony (Dilip@Berkeley.Edu) 

Sonya M Fereres-Rapoport (Sfereres@Berkeley.Edu) 

Varun Suryakumar Boriah (Varunboriah@Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 
 
The economies have many similarities. In particular, both Singapore and Silicon Valley use the “cluster effect” 
to encourage economic growth, although they happened for different reasons: the US building on the results 
of the space program and post-war development program, and Singapore taking a deliberate approach based 
on the need to compete with China and other emerging economies. They both take a “follow-the-money” 
approach, where industries are willing to adapt to find new opportunities, although Singapore’s approach is 
more a deliberate government policy and Silicon Valley is more due to the natural consequences of a 
competitive capitalist economy. The main difference is that the Singaporean economy is largely driven by 
government policy, and Silicon Valley economy is driven by venture capital investment. Singapore is working 
to encourage VC investment through matching incentives, but it hasn’t picked up as much as in the US. Figure 
1 shows that VC investment per capita in Singapore, while higher than that of many other economic regions, 
is still only 10% of that in the US. 
 

 
 
Figure 1: Relative growth in VC in Singapore and the Bay Area (source: "Sustaining the Bay Area's 

mailto:Brendan_Quinn@Mba.Berkeley.Edu�
mailto:Ada_Zheng@Mba.Berkeley.Edu�
mailto:Dilip@Berkeley.Edu�
mailto:Sfereres@Berkeley.Edu�


MBA 290 G Singapore Assignment  2008 
 

12 | P a g e  
 

Competitiveness in a Globalizing World", Bay Area Council Economic Institute / McKinsey & Co, 2008) 
 
Socially, both economies are ethnically quite diverse, which usually encourages innovation and hard work, 
although it seems that in Singapore has more ethnic tension. An interesting cultural difference is 
 that Singapore appears to have a population that is more willing to subjugate its own benefits for the “greater 
good”, and that is willing to put up with worse conditions on a personal level for the overall growth of the 
economy. The governments in Singapore and the US encourage their respective attitudes – for example, we 
couldn’t imagine the Singaporean government letting protesters live in a tree for 20 months! 
 
While this “greater good” attitude has been a major factor in the sudden growth of the Singaporean economy 
(and parallels can be seen current attitudes in China), it remains to be seen whether this national attitude of 
“country first, me later” will prove to be as strong a driver of competition and innovation is the “let me 
succeed, then the country will benefit” attitude that has driven most innovation in the US, particularly in 
Silicon Valley. Although Singapore has one of the best education systems in the world, it has sometimes been 
criticized as excessively strict and lacking creative thinking. Thus it is trying to persuade foreign universities 
such as INSEAD, Wharton and MIT to set up satellite campuses in Singapore to further improve their 
education. 
 
The cost of doing business is higher in Silicon Valley (Figure 2), mainly due to labor costs and employee 
related taxes, in spite of having lower commercial rents. Companies in Singapore have a 40% cost advantage 
over those in the Bay Area.  
 

 
Figure 2: Cost of doing business (Salary and benefits), Singapore vs the Bay Area (source: "Sustaining 
the Bay Area's Competitiveness in a Globalizing World", Bay Area Council Economic Institute / McKinsey 
& Co, 2008) 
 
In the future, both economies are quite similar in that they are worried about staying internationally 
competitive, dealing with their ageing populations, and following the “next big thing” – chasing where the 
money, and innovation, will go to drive growth of the economy. Both are trying to create a competitive, 
innovative, highly educated workforce to address these issues.  
 
2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 
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One of the key factors that explains Singapore’s economic development from other nations (where economic 
measures change depending on the party elected) is the ability of the government to plan and implement long 
term strategies due to their long permanence in power. Hence, it is the government involvement in creating a 
business-oriented and highly educated culture that has been responsible for this  outstanding economic 
growth. 
 
Not only were they able to anticipate that foreign investment and education were crucial for this economic 
growth, they were also able to implement the necessary measures effectively. Furthermore, if the measures 
produced undesirable effects, they had the leverage to quickly respond and successfully correct their 
mistakes. 
 
There are a few main policies that were used to generate this expansion. First of all, by investing in the state 
and creating companies, the Singaporean government generated the essential infrastructure to develop its 
economy. Secondly, due to their lack of initial capital, Singapore encouraged foreign investment and 
promoted tax incentives to companies to ensure its economic survival when other countries were reluctant. 
 
Moreover, the threat of competition and lack of natural resources made Singapore leapfrog its neighbors and 
attract foreign companies. As China became increasingly competitive, the government determined the need to 
move up the value chain, and only with the best educated workforce could they achieve this. 
Another measure the government employed to compensate its small domestic market and limited natural 
resources was to orient the economy towards export and free trade, expanding its influence as an 
international port while simultaneously creating a pro-business environment. All these measures combined 
with tight monetary control and a public savings/retirement fund produced the necessary atmosphere for 
economic prosperity. 
 
It is this unique mixture of free-market economics and excessively strict politics that allowed the Singaporean 
government and more specifically, Lee Kuan Yew, design and implement the strategies that have led 
Singapore to its current economic progress. 
 
 
3. Prepare Porter's Diamond for one of Singapore's top industries. 
Transportation is one of Singapore's top industries. 
Factor Conditions 
1. Singapore's excellent natural harbor makes it a very good shipping port. 
2. Singapore's intermediary geographical location between Asia and North America make it a good transit 
hub for air travel as well as ocean freight. 
3. Low-wage unskilled labor is available in plenty from neighboring countries like Malaysia. 
4. High-skilled labor is available from Singapore's top-tier educational system, as well as from foreign 
countries. 
5. Singapore's multi-cultural society and its historical role as a British colony make it an important trade hub. 
 
Demand Conditions 
1. Singapore, a small island state with little natural resources, is crucially dependent on international trade 
and transportation. 
2. There is strong transportation demand for importing raw materials exporting Singapore's large output of 
electronics and other manufactured goods all around the world.  
3. Rapidly growing markets in South-East Asia increase demands on Singapore's ports and airport. 
One out of every 10 containers moved around the world is handled by Singapore ports. 
4. Demand of air travel is increased by 
a. Promotion of Singapore as a regional tourist destination and transit hub 
b. Setting up offices of MNCs in Singapore 
Related and Supporting Industries 
1. Ports and the airport constitute a critical part of Singapore's transportation industry. 
2. Singapore's ship rehauling and repair industry increase its attractiveness as a port. 
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3. The growing aerospace industry provides ample aircraft maintenance and repair facilities, and personnel 
training schools. 
4. Top global logistics players in Singapore provide integrated trade solutions to efficiently manage complex 
cross-border supply, assembly and distribution flows. 
5. Singapore's top tier engineering and precision manufacturing industries support the development and 
upkeep of world class ports and airports. 
6. Singapore's top-tier IT industry helps make Singapore ports and airport one of the most efficient in the 
world. 
 
Firm Strategy, Structure & Rivalry 
1. Various firms operate as private enterprises managed by professionals. 
2. A small number of competing enterprises operate the various port terminals. 
3. The government has significant ownership stake in various transportation enterprises, thus enabling close 
cooperation. For e.g., Temasek holdings has 100% ownership of port operator PSA, 66% of Nepture Orient 
Lines, and 54% of Singapore Airlines. 
4. Other ports in Asia like Dubai, Hong Kong, Colombo and Shangai aggressively compete with Singapore port. 
5. Many regional low cost airlines and top global airlines aggressively compete with Singapore Airlines. 
6. Singapore promotes itself as a highly efficient, geo-politically stable and neutral transportation hub. 
 
 
4. Prepare Porter's Diamond for one of Singapore's future growth industries. Bioscience 
 
Factor Conditions 
Educated workforce: The Singapore government realized it needed to move up the value chain toward 
knowledge-based industries. The government made significant investments to attract world leading 
institutions to set up campuses in Singapore. Scholarships and awards not only encouraged innovation within 
Singapore, but attracted top talent from neighboring countries. e.g. the Singapore Airlines scholarship attracts 
a number of students from India offering an education in Singapore in exchange for a work bond. 
 
Unlike many other countries, Singapore works hard to attract and retain international talent. The government 
regulates all industries. In the case of biomedical research, the government could take a stand on 
controversial subjects such as stem cell research and cloning. Allowing companies to perform research in 
these areas may attract further investments. 
 
Business friendly tax system, a global network of free trade agreements As a travel hub, it has direct flight 
connections to many parts of the world. This lends way to Singapore venturing into health tourism. 
 
Demand Conditions 
Singapore appears to be following the herd with regard to bioscience. Since there is no current demand, they 
hope that the products they create will trigger a demand; much like a cure for cancer. There is a need for 
affordable healthcare in many parts of the world. Medical tourism could be Singapore's way to enter 
bioscience.  
 
Related & Supporting Industries 
A well-coordinated Industry-Academia relationship Government support – rules and regulations go through a 
number of iterations based on feedback from industries. Existing expertise in precision manufacturing, hi-
tech industries, and commercial and cargo transportation. 
 
Existing tourism industry could be extended to facilitate medical tourism. The creation of a robust health care 
industry will attract top talent from across the world. The combination of clinical excellence and state-of-the-
art healthcare infrastructure attracted over 400,000 people to Singapore for medical treatment. Singapore 
hopes to leverage this talent to create bioscience clusters. 
Firm Strategy, Structure & Rivalry 
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Creation of bioscience clusters; this artificially creates localized competition. Competition from nearby India 
and China for market and labor. Singapore understands that its only resource is human capital. They choose 
to concentrate on industries that leverage this advantage. 
 
 
5. What are the issues and barriers to growth? 
 
The main issues confronting Singapore is the fierce competition from countries nearby and the high reliance 
to the external environment, which leads to the fluctuation of the Singapore economy together with the global 
environment. Specifically the issues are: 
 
1. Competition from China and other developing countries in manufacturing as well as knowledge-intensive 
industries. As stated in the case, China drew 70% of foreign investment in the region. Shanghai threatened to 
jeopardize Singapore’s position as the global financial services hub for the region. And also cities like Hong 
Kong, continued to be the big challenge to Singapore as the transportation and financial hub in the Asia 
Pacific area. 
 
2. Slowing world economy. Since most of the government business is highly related to the external 
environment, as what is stated in Exhibit 2, both the average Exports and imports during 1970 and 2001 
were  around two times of the GDP in 1995. The worldwide economic recession would severely influence the 
transportation business in Singapore. 
 
3. Growing ethnic tensions, especially with influx of large number of low-skilled workers from nearby 
countries. Currently Singapore’s population is composed of three main ethnicities. And with the proposed 
new tax raise on the lower-income group, the riots among the main ethnicities---Chinese, Malay and Indian 
would happen a lot, which develop one of the concerns for the foreign investment. 
 
4. Overbearing government slowing builds dissent and instability. The top-down government system does 
provide efficiency and consistency to the economy, it also invites dissent among people when implementing 
some controversial policies such as tax raise on the lower-income groups. 
 
5. Downturn in world financial markets affects Singapore's financial services industry, as well as sources of 
investments. 
 
6. Aging population is another issue. Due to more and more young ladies and couples feel less likely to have 
kids, Singapore is facing the aging problems as many other countries such as Japan and US. 
 
7. Education system---Singapore is always having hard time to keep the talent to the place. Inviting more 
world-class universities and funding his own students to go oversea with the restriction of working for 
Singapore for couple of years may be a good way to maintain its knowledge-based positioning. 
 
 
6. Do you approve of Singapore's new strategy for getting the economy growing? 
 
Generally speaking, our group would agree on the new strategy proposed. The new strategy might not work 
well in other places, but may work pretty well in Singapore due to the unique Singapore mindset of “giving 
themselves up for the greatest goodness”. 
Basically, Singapore is looking for changes in the following four sectors to implement their new strategy. 
 
1. Less government involvement and encourage entrepreneurship. The government moved toward to involve 
less in strategy business and try to create a “start-up friendly” environment to foster private sectors. Not only 
did they invest in home grown ventures, they also created Technology Investment Fund to support the start-
ups and deduct the capital loss from taxable income. The reason behind above changes partially is because 
Singapore used to market itself as the ideal place to invest and work in. 
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However, with continuing competition from China and other regions, Singapore is no longer the only place 
that foreign investors and talent look at in the Asia Pacific area. The “government-initiated” way may not 
work well due to the decreasing attraction for Singapore as a whole. It could be wiser for Singapore to shift 
focus from “national” ind-set to individualism. By incubating more start-ups, the  individuals would have 
more incentives to stay and develop, and to help Singapore to maintain a highlevel of competitive advantage. 
 
2. Diversify industry. Realizing it could no longer compete on cost alone in the ever-competitive global 
marketplace, Singapore again took action on diversifying its economy and moving forward to a knowledge-
based world. Besides expanding existing clusters, e.g. flash memory products in the semiconductor cluster, it 
can also extend existing clusters into adjacent areas, e.g. extend aerospace maintenance, repair and overhaul 
(MRO) to manufacturing and engineering; and pharmaceuticals into biologics. Also it could explore new 
growth areas, in new sectors (e.g. clean and renewable energy) and new geographies (e.g. Middle East, Korea) 
and it may pursue complex manufacturing to sustain Singapore's manufacturing sector and promote setting 
up of R&D plants. 
 
3. Boost the Biotech industry and build the Health Care Tourism hub. Based on its current welldeveloped 
biotech industry, Singapore should consider providing value-for-money quality health-care service in the Asia 
Pacific region to meet the demand from large Asian market together with the tourism program, which would 
then, synergize with its transportation advantage as well. Apart from the Asian market, lab products such as 
stem cells, antibodies etc, can be sold to the global market due to the global burst in biotech industry. We may 
see Singapore initiating the biotech cluster and then copying the “initiate the cluster-marketing the idea-
create the demand” strategy which worked pretty well in the past. 
 
4. Tax reform. Singapore is imposing a new tax policy by cutting the capital taxed while increasing the tax 
over the lower-income group, which is meant to compete with other regions such as Hong Kong and Ireland 
while pushing up people to the upper level. However this way could hurt the lower-income group 
continuously and increase political instability, an issue of great concern. 
 
 
7. Please also send links to any key additional resources you used to answer 
the questions. 
 
1. Singapore's Top 100- 
http://www.iesingapore.gov.sg/wps/wcm/connect/resources/file/eb8a4e021f9e0ad/iej_issue22_ 
Cover+Story.pdf?MOD=AJPERES 
2. "Sun, Sand and scalpels" (a report on health-care tourism in Singapore, Thailand and India), The Economist, 
March 8 2007: 
http://www.economist.com/business/displaystory.cfm?story_id=E1_RRNVDJS 
3. EDB Annual Report - http://www.edb.gov.sg/edb/sg/en_uk/index/about_us/annual_report_.html 
4. Bay Area Council Economic Institute- http://www.bayeconfor.org/ 
5. "Sustaining the Bay Area's Competitiveness in a Globalizing World", Bay Area Council Economic 
Institute / Mckinsey & co, 2008) - 
http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 



MBA 290 G Singapore Assignment  2008 
 

17 | P a g e  
 

Team 8 

Camilo Mendez (Camilo_Mendez@Mba.Berkeley.Edu) 

Francois Gallet (Francois.Gallet@Berkeley.Edu) 

Fuat Emin Celik (Fuatecelik@Berkeley.Edu) 

Ignacio Contreras Delpiano (Ignacio_Contreras@Mba.Berkeley.Edu) 

Raluca Scarlat (Rscarlat@Nuc.Berkeley.Edu) 
 

1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area 
(6M people +/-). 

The economies of the Bay Area and Singapore may look very similar in broad perspective. Both possess 
significantly high incomes compared with their neighbors (other US areas and states in the case of the Bay 
Area, other Asian countries in the case of the city-state). Both are house of large multi-national corporations 
(MNCs). Both rank at the top in attracting venture capital investment (Bay area ranks 1st worldwide, 
Singapore ranks 2nd

Bay Area Singapore
Area 7,000 sq. miles 273 sq. miles
Population Around 7M (2006) Around 4.6M (2008)
Per capita income $30,769 (1999) $20,748 (2002)
Cost of living High High

Economy Focus Hi-Tech, IS, life sciences, financial services

Port trading and services, manufacturing 
(electronics, petroleum refining, chemicals, 

mechanical engineering and biomedical 
sciences), MNC housing

VC investment per resident $1,370 (2008) $180 (2008)

). These two economies also show high cost of living for their inhabitants. 

Notwithstanding the many similarities, a double-click into both economies reveals some significant 
differences. The Bay Area is based in a surface of 7,000 square miles, an area 26 times larger than the 
Singapore territory. The income per capita of the Bay Area is also significantly higher than the one in 
Singapore, although the figure for the first is pre-bubble so may be inflated. The Bay Area economy relies on 
the development and commercialization of products and services in high-tech, information services and life 
sciences. Singapore’s economy is mainly based on port trading and manufacturing. Venture capital 
investment in the Bay Area is more than 7 times larger than Singapore’s one. 

 

Business taxes and overall cost of business is significantly higher in the Bay Area (8.5% above US average cost 
of business) than in Singapore (22.3% below US average cost of business). Both the Bay Area and Singapore 
have higher labor costs than their respective neighbour, and they both host a diverse group of foreign and 
multi-national companies (in 2006, the Bay Area was home to 645 foreign-owned companies). They both 
forecast a shortage of skilled labor. 

In conclusion, while both economies may focus in similar sectors of the economy (hi-tech, life sciences), they 
occupy different layers of the value chain. The Bay Area tends to be more concentrated in the development of 
innovative products and services (as a result of the VC ecosystem) while Singapore is centered in 
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manufacturing. Another big difference is that the Bay Area economy is driven by the private sector, while 
Singapore’s economy is highly influenced by its government. 

 

2. How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed? 

The economic performance of Singapore is the result of a tight control of the government on the economy of 
the country and the policies it followed during the past 40 years. We may divide the history of the economic 
history into three parts, from 1965 to 2002: 

a) The late 60’s: Large investment of the government in the state 
o The government took stakes in numerous industries in the 1960s, such as utilities, banking, 

port operations, construction, public housing, airlines and defense industries, which in turn 
generated employment and growth in the public sector. 

 

b) The 1970-80s: Attracting foreign investments 
o Thanks to the reforms of the 1960’s Singapore became a better place to live and to settle a 

business (low crime rate, better infrastructure), which attracted foreign companies. 
o Thru the creation of the Economic Development Board which aimed at finding foreign 

investors outside Singapore and proposing them very interesting deals, which particularly 
helped bringing investment to the main classic industries: ship refitting and repair, metal 
engineering, chemicals and electric equipment and appliance. 

o Very few barriers to foreign investment (no capital gain tax), tax incentives (tax relief was 
given to both start-ups and MNCs that were making significant investments in the country) 
and finally the efficiency of the government and its rapidity in treating the proposals of 
foreign companies made it easier for foreign firms to build manufacturing plants and to 
settle in Singapore, thus generating employment and economic growth. 

o Labor force virtuous circle: benefiting from the growth, the government invested into a 
better education system, which provided skilled-labor force. This labor force, which had the 
reputation to have a strong ethic and a high productivity in turned incited more foreign 
companies to invest in Singapore and hire local workers. 

o In order to increase the flow of goods going thru the port of Singapore, the government 
withdrew almost all tariffs and improved the infrastructure of the docks, which made the 
international fame of the country as a hub. 
 

c) The 1990s: Economic Alliances and Diversification of the Economy 
o To compete against other newly industrialized countries (such as China) Singapore joined 

the growth triangle with Indonesia and Malaysia.  
o The government also increased its support to the existing high-tech clusters (chemicals, 

electronics, precision engineering). 
o Creation of a Technology Investment Fund to promote entrepreneurship and innovation in 

new sectors of growth.  

 

3. Prepare Porter's Diamond for one of Singapore's top industries. 

Porter’s Diamond for Singapore’s chemical industry 
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a) Factor Conditions: Location is very important in the chemical industry as both raw materials and finished 
products must be shipped to and from chemical plants.  Singapore is ideally situated between the Strait of 
Malacca and the South China Sea; that is to say on the body of water connecting the Indian and Pacific Oceans.  
Its natural harbor and history as a shipping center in Southeast Asia make it a favorable port to receive raw 
materials and ship out finished products. 

 By having no capital gains tax and few restrictions on foreign investment, Singapore encourages 
foreign chemical companies to locate and invest there.  By signing free-trade agreements with neighbors, it 
assures a cheap supply of regional raw materials (absent in Singapore) and supplies the region with upgraded 
chemical products.   

b) Related and Supporting Industries: Singapore has a range of manufacturing industries such as biotech, 
precision engineered products, and consumer products, that require large quantities and a wide assortment 
of chemical products.  By producing these chemicals locally, it is cheaper for these related industries to 
develop nearby and demand these products. 

 Government-owned corporations helped to establish the chemicals cluster, through construction and 
land reclamation (Jurong Town Corporation).  Government incentives help train a skilled workforce. 

c) Demand Conditions:  With very few domestic natural resources, Singapore would need to import almost 
all of its chemical needs.  By having a chemical industry, Singapore imports massive quantities of raw 
materials which it refines and processes into specialty and commodity chemical products.  It may then take a 
small fraction of that throughput for its domestic needs. 

d) Strategy, Structure, & Rivalry: Singapore’s chemical industry is localized on Jurong Island in what can be 
called a Chemicals and Refinery cluster.  In the chemicals business, a plant is often built intending to make a 
certain product but will make some byproducts as well.  These byproducts can be sold and shipped if they 
have value, but it is more economical to build a second plant next door that will use these byproducts as a 
starting material to make a different value-added product in an “over-the-fence” arrangement.  By 
concentrating a large number of chemical plants together on Jurong Island, Singapore has created a mini-
market for “over-the-fence” products, encouraging new plants to locate there and reducing the manufacturing 
cost at each of them. 
 

4. Prepare's Porter's Diamond for one of Singapore's future growth industries. 

Porter’s Diamond for Singapore’s Health and Wellness industry 

a) Factor Conditions: Singapore has an extremely efficient, world-class healthcare system – spends 3.7% of 
GDP in healthcare, a quarter of what the US spends and its population is considered healthier and has a longer 
life expectancy – It also has more than 28 hospitals all with medical practices above global standards and is 
becoming a leader in medical investigation. These three factors give Singapore an advantage as a place where 
companies would be willing to develop and try medical equipment. 

b) Related and Supporting Industries: Besides the three known major pillars of the Singaporean industry – 
electronics, chemicals and engineering – which are essential to develop medical devices and solutions, the 
Biomedical sector is also a leading supporting industry in Singapore. Biomedical sciences employ more than 
10,000 people and represent more than 10% of the manufacturing output ($$24 billion) which makes it a 
perfect supplier of professional and technology for the health industry. 

c) Demand Conditions:  There is high demand in Singapore for medical services as it has become a destiny 
for medical tourism. More than 400,000 tourists visit the city-state annually to get medical procedures in 
local hospitals.  By the year 2012 they expect this figure to grow to more than a million. 
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d) Strategy, Structure, & Rivalry: There is huge support for this industry in the Economic Development 
Board as is identified as one of the future industries in the country, so the government is very open to new 
players of the industry coming to the country to develop the market. 

Singapore has also a Center for Medical Device and Regulations that is aligned with global policies, 
requirements and standards for the development of medical equipment which makes it easier to export any 
medical device developed in the country. 

 

5. What are the issues and barriers to growth? 

• Weak US economy: In 2001, the total trade volume was 277% of the GDP, and in 2000, 22% of nonoil 
exports were to the US. A weak US economy, means reduced market in the US, and reduced opportunity for 
growth for the Singaporean economy, which has an export-oriented growth strategy.  

• Furthermore, the Singaporean economy is highly dependent on the external environment. Singapore 
has few resources (natural resources, and man-power), and it has designed its infrastructure, legal system, 
and worker's mentality to attract foreign investors, to the point that the Singapore government regards 
foreign investors as their customers. While this is an excellent strategy to generate employment, technology, 
managerial expertise, and human capital, it makes a country vulnerable to the economies, and political 
relationships of the countries with which it does business. From this point of view, Singapore can only grow, 
as long as there are other countries out there growing, producing technology, buying products and services, 
and exporting manpower to Singapore. This sums up to a large number of external risk factors.  

• China is a competitor from the point of view of destination of foreign investors, as well as market 
share.  

• Singapore has a shortage of natural and human capital.  

• There is a lack of real estate, which leads to high cost of living, and higher likelihood that skilled 
workers will flee the country, leading to aggregation of the scarcity of skilled manpower. The high cost and 
limited availability of real estate, places a hard limit on the physical growth of foreign as well as local 
companies. However, this is not a insurmountable issue: more swampland can be reclaimed, or even bought 
from neighboring countries.  

• The cost of labor is regulated, and it is not very low. This does not make it very attractive for 
companies to establish high volume manufacturing in Singapore.  

• International security is not so much a barrier to growth, but it is an issue to be considered as a risk 
factor. Singapore is a small country, making Singapore-based companies more vulnerable in the event of 
political instability in the region. 

 

6. Do you approve of Singapore's new strategy for getting the economy growing? 

Our team strongly approves the new strategy adopted at the time of the case by the Singaporean government. 
The cut in corporate taxes from 24.5% to 22% is a high incentive for MNC to increase their investments in 
Singapore. In addition, the increase in goods and services tax from 3% to 5% is able to offset the decrease in 
public revenues, while a decrease in personal taxes from 26% to 22% reduces the load on the city-state 
inhabitants. 
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The increase in the goods and services tax is very likely to improve national savings. In addition, the 
reduction in corporate taxes attracts more foreign investments. Both effects may accumulate enough capital 
in Singapore in order to enable the development of the sectors that Singapore aims to: Biomedical, 
pharmaceutical, health-care, education and telecommunications. 

We agree with the strategy because: 

a) It is able to generate the capital required to develop new economy sectors. 

b) The sectors represent high growth potential but there are many enough in scope to diversify the risk of 
worldwide downturns. 

c) The sectors selected for development are natural entrepreneurial areas that may move the Singaporean 
economy into a more valuable piece of the value chain (from manufacturing to research and 
development). 

The only concern we have with the strategy is talent retention. Singapore needs to be able to attract not only 
profit-seeking corporations, but exceptionally skilled, talented individuals that will drive and sustain 
innovation. Singapore has tried to address this issue by offering grants and scholarships for foreign scholars, 
and for local scholars studying abroad. But there are already a number of factors that work against talent 
retention, such as high cost of living and a government that is not primarily concerned with the well being of 
the people in the country. 

 

7. Please also send links to any key additional resources you used to answer the questions. 

Bay Area general information: 

  http://en.wikipedia.org/wiki/Bay_area 

Singapore general information: 

 http://en.wikipedia.org/wiki/Singapore 

Bay Area economy information: 

 http://www.bayareacouncil.org/press2007_2008/Profile2008-Releas.pdf 

Support for Porter’s Diamond: 

 http://www.moh.gov.sg/mohcorp/fundings.aspx?id=112 

 http://healthcare-economist.com/2008/01/14/singapores-health-care-system/ 

 http://orangepunch.freedomblogging.com/category/culture/health-and-wellness/ 

 http://www.ita.doc.gov/td/health/singapore_med_market05.pdf 
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1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area 

(6M people +/-). 
Singapore’s economy has developed and is developing striking similarities to the San Francisco Bay 
Area’s economy, which is especially important as both regions compete to attract businesses 
engaging in high-technology knowledge work.  

For the purposes of this analysis, the San Francisco Bay area consists of nine counties: Alameda 
County, Contra Costa County, Marin County, Napa County, San Francisco County, San Mateo County, 
Santa Clara County, Solano County, and Sonoma County.  

Singapore and the Bay Area have similar sized labor forces, of 2.8 million (2007)1 and 3.4 million 
(2006)2 workers, respectively. However, Singapore’s labor force is a slightly larger percent of its total 
population (61% of 4.6 million people vs. 49% of 6.9 million) due to demographics that are heavily 
middle aged. Foreign-born workers comprise 30% of each labor force2,3 (although about half in the 
US have become citizens).  

A much smaller proportion of Singapore’s workforce holds college degrees than the Bay Area (24%4 
vs. 42%2). In order to attract high technology businesses, Singapore is investing heavily in higher 
education. In fact, the percentage of workers with college degrees has increased from 7% in 1991.  

Seen in GDP and employment data, the primary differences between Singapore and the Bay are the 
larger emphasis on manufacturing in Singapore and the entrenched strength of San Francisco’s 
financial services industry. Although Singapore is working to move up the value chain, its main 
industry is manufacturing. According to the Economic Development Board, Singapore is seeing 
significant investment in complex equipment, biomedical, silicon wafer and hard disk media 
manufacturing. The high-tech economy also focuses on aerospace repair, chemicals (oil drilling 
equipment, refining, and chemical processing), and Internet businesses. Singapore is home to 
financial services companies, and is traditionally an entrepot trade port1. Singapore primarily 
exports its products to Malaysia and Hong Kong1, and imports machinery, fuel products, and food 
from Malaysia, the United States, and China. 

Singapore vs. Bay Area Employment as a percentage of the labor force 
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Singapore 

Business, Finance and services, 42% 

Manufacturing, 21% 

Transportation and Communication, 7% 

Construction, 5% 

San Francisco Bay Area (2005) 2, 5 

Business, Finance and services, 51.0% 

Finance, 8.1% 

Manufacturing and Wholesale, 15.8% 

Transport, Utilities, Information, 9.4% 

Construction, 6.3% - 7.4% 

 

Industries as a percentage of GDP  

Singapore (2007) San Francisco Bay Area (2006)1 

1. Manufacturing, 23.7% 

2. Business Services, 20.5% 

3. Wholesale and Retail, 16.0% 

4. Financial Services, 12.3% 

5. Transport and Storage, 9.3% 

6. Other services, 9.6% 

7. Construction, 3.7% 

8. Information, 3.5% 

7 

1. Financial Services, 23.0% 

2. Professional and Business Services, 16.2% 

3. Manufacturing, 12.2% (4.4% electronics) 

4. Wholesale and Retail, 11.3% 

5. Government, 9.5% 

6. Education and Health Services, 6.7% 

7. Information, 6.6% 

8. Construction, 4.7% 

 

The output of the two economies is quantitatively of the same order of magnitude. The Bay Area has 
a slightly higher GDP than Singapore, but Singapore’s is growing faster (a real GDP growth rate of 
7.7% in 20071). The 2006 GDP for the Bay Area7 and the 2007 GDP for Singapore were $399 billion 
and $228 billion, respectively (in purchasing power parity, $161 billion at the official exchange rate); 
or $57,800 and $49,700 per capita. For 2007, Singapore faced slightly lower inflation, with regard to 
CPI (2.1% versus 3.3%8). 

The physical size of the two regions is an interesting difference. Singapore has a land area of 682.7 sq 
km, while the Bay Area has a land area of around 18,000 sq km. Because of its small size, only 1.47% 
of Singapore’s land is used for agriculture (primarily rubber, copra, fruit, and poultry1

Both the Bay area and Singapore are major transportation hubs. Singapore has a long history of being 
an entrepot trade port, and the Port of Oakland is a major import hub for California. There are eight 
airports in Singapore

.) Although it is 
known for wine production, only 0.7% of the Bay Area’s labor force is employed in agriculture, so it is 
also not a strong focus. The size of Singapore has an effect on the real estate market. The cost of class 
A commercial real estate is much higher than San Francisco ($94 versus $51 dollars per square foot), 
with lower vacancy (0.7% versus 11.0%), which could make the country less attractive to companies.  

1 and eleven towered airports in the Bay Area.  
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The lower costs of government and labor makes doing business attractive in Singapore. Companies in 
Singapore have a 40% cost advantage over those doing business in the Bay area due to labor costs 
and employee-related taxes applied to U.S. businesses7. Also, there is a corporate tax rate of 44% 
versus 20%.  

One of the primary advantages of the Bay Area is its large density of venture capital funding. Venture 
capital funding was $9.5 billion for companies in the Bay Area in 2006, or about $1,370 per capita, far 
more than second-place Singapore with $180 per capita or New York with $1077

2. How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed? 

. However, 
Singapore is hoping to replicate the Bay Area’s nurturing of start-ups. The compound annual growth 
rate in venture funding is currently 37% in Singapore, versus 8% in the Bay Area. 

Sources:  

1. The Central Intelligence Agency. (2008). The World Factbook page on Singapore. In 2008 World 
Factbook [Online database]. Retrieved September 8, 2008, 
<https://www.cia.gov/library/publications/the-world-factbook/print/sn.html>. 

2. MTC-ABAG Library. (2003). Bay Area Census Data. Retrieved September 8, 2008, 
<http://www.bayareacensus.ca.gov/bayarea.htm> 

3. US State Department. (March 2008). Background Note: Singapore. Retrieved September 8, 2008, 
<http://www.state.gov/r/pa/ei/bgn/2798.htm> 

4. Singapore Ministry of Manpower. (2008).  Labor Force Survey of Singapore. Retrieved September 
8, 2008. 
<http://www.mom.gov.sg/publish/etc/medialib/mom_library/mrsd/ts310108.Par.22211.File.dat/2
_Res_econ_active_by_edu_sex_31Jan08.xls> 

5. Association of Bay Area Governments. (2007). ABAG Projections 2007. Retrieved September 8, 
2008. <http://www.abag.ca.gov/planning/currentfcst/regional.html> 

6. Statistics Singapore. (2008). Latest Data. Retrieved September 8, 2008. 
<http://www.singstat.gov.sg/stats/latestdata.html> 

7. Bay Area Council Economic Institute. (2008). Sustaining the Bay Area’s Competitiveness in a 
Globalizing World. Retrieved September 8, 2008. 
<http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf> 

8. Association of Bay Area Governments. (2008). The Bay Area Consumer Price Index. Retrieved 
September 8, 2008. <http://www.abag.ca.gov/planning/research/cpi.html> 

 

Since its independence in 1965 Singapore showed a unique economic development. The GDP rose 
from US$966 million in 1965 to US$88 billion in 2002 and US$161 billion in 2007 which constitutes 
an annual growth of 13% [Singapore Department of Statistics]. This economic growth also resulted in 
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an improvement of the living conditions as the per capita income rose ~10% annually over the last 
40 years to US$20,748 in 2002. 

 

The GDP development shows a cyclical behavior and some dependency on the world development 
(assumed to be similar to US). While the downturn in the 1970s is due to the global recession caused 
by rising energy prices, the downturn in the 1980s is caused mainly by a raise of the wage level to 
discourage low-cost industries, which was quickly counteracted by freezing the wage level and 
reducing employer taxes. At the beginning of the new century Singapore experienced another 
economic downturn due to the overall global recession and other local factors explained further later 
in this document (#5 and #6).   

Overall Singapore showed an above average economic performance. The main reason is the country’s 
talent to adopt according to current market needs and to move up the value-chain. After 
manufacturing companies invested heavily in the 1960/70s, financial services became important in 
the 1980s while the 1990s were characterized by investments of technology companies. In the next 
years Singapore wants to take the next step towards a knowledge economy. The whole process is 
mainly managed by the government which insures a business friendly environment. The government 
lays the basis on which other factors build up. The positive economic development is supported by 
various reasons:  

Ideal geographic position as trade hub 

• Geographically ideal position in East Asia serving as a trading spot 

Political stability and continuity attracts foreign investments 

• Lee Kuan Yew was prime minister from 1959 to 1990, which enabled a continuous 
development without political changes and enabled the government to push through 
reforms necessary to transform 

• Well-developed police and defense system (5.3% of GDP for defense budget in 2002) 
• Somewhat authoritarian state (e.g. detention of political opponents, media censorship) could 

also lead to brain drain of well-educated people 

Quality of life attracts people from all over the world 
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• Attractive place to live - “First world oasis in a third world region” 
• “Clean and Green” movement (e.g. improvement of drainage system, reduction of insect 

population, limitation of inner city traffic, low crime rates) 

Efficient government makes business easier 

• Lateral job switching between ministries fosters exchange of ideas 
• Low corruption rate (# five out of 102 on 2002 Transparency International Corruption 

Index) 
• High salaries attract well-educated and competent officials 
• No red tape and fast processing of requests (e.g. company foundation in 24 hours via 

internet)  

Pro-business environment based on government regulations 

• Pro-business labor laws  
• Little power of trade unions, instead state regulates wages to advantage of businesses 
• Economic Development Board EDB as one-stop-shop for foreign investors (assistance in 

planning, investment and marketing) 
• Anticipation of future needs by preparing infrastructure and educating workers years in 

advance 
• Promotion of productivity by Standards, Productivity and Innovation Board (SPRING)  
• Tax incentives starting in 1967 with Economic Expansion Incentives Act (e.g. tax reliefs and 

tax exemptions for start-ups) 

State investments support economic development 

• State supports economy by investments in infrastructure and housing 
• Housing Development Board (HDB) – serves public housing needs and provides jobs 
• Investments in infrastructure improve living conditions and increase attractiveness of 

foreign investments  
• State-owned companies are run independently like any other business with profit in mind 

Free trade foster position of Singapore as trade hub 

• Promotion of regional trade with ASEAN (Association of Southeast Asian Nations) which also 
increases power of region as a whole in negotiating international trade issues (70% of 
ASEAN trade moves through Singapore) 

• Promotion of international trade with bilateral trade agreements with US, Japan, New 
Zealand, Australia, Mexico 

• Removal of almost all tariffs 
• Founding of Trade Development Board in 1983 to promote exports and establish Singapore 

as major international trading hub (e.g. introduction of TradeNet the first e-trade processing 
system in 1989) 

Monetary policy leads to stable investment environment 

• Monetary Authority of Singapore (MAS) which executes a tight monetary policy 
• Low inflation rate, stable currency and interest rates on a par with foreign ones 
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High savings guarantee social security and continuous investments 

• Central Provident Fund (CPF) is a publicly managed, mandatory savings program which 
assures social security for Singaporeans 

• Government can easily borrow money to fund investments and reduces the dependency on 
foreign loans 

Labor force as a basis for various industries from manufacturing to services 

• Educated labor supply 
• Skills Development Fund founded in 1979 to improve skill base of workers 
• Easily available work permits for skilled foreign workers 
• Strong work ethics 

Well developed infrastructure insures business development  

• Good infrastructure (from housing to ready-built factories etc.) 
• Investments in ports to ensure efficient trade 

 

3. Prepare Porter's Diamond for one of Singapore's top industries. 
Airline Industry 

Firm Strategy: 

Singapore Airlines’ strategy was to have to have world-class airlines:  made efforts to move from 
regional class hub to world class hub.  A strong culture of excellent service was implemented through 
intense training of their flight attendants.  Quality of the service and the global expansion was the 
MAIN strategy.  The country took pride in their strong work ethic, and its citizens were reminded to 
pull their own weight, and the productivity agency encouraged efficiency and productivity. 

Factor Conditions: 

Because of the weak private sector, Singapore formed many government linked companies, many of 
which were supervised through the government’s investment arm, Temasek Holdings.  Singapore 
Airlines is an example of a successful government linked company.    

The government-backed Singapore Airlines dominated the domestic industry, so there was not much 
competition.  Splitting from a joint venture with Malaysian-Singapore Airlines in the early 70s, 
Singapore Airlines looked to the strong work ethic of its people to select those who could deliver the 
best service.  In addition, the government had a very pro-business mind-set where even the labor 
union was a partner of business.   

Demand Conditions: 

As Singapore’s economy grew, the demand for business and leisure travel outside of Singapore 
increased.  Its demand for business travel rose because of an increase of foreign involvement in the 
country.  These types of travelers gave preference to the quality of service instead of the price point.   

Supporting Industry: 
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The international airport in Singapore is one of the most clean and efficient airports in the world.  
Coupled with the excellent service provided by Singapore Airlines, the integrated air travel 
experience out of Singapore became very competitive.  With security and safety in mind, the main 
highway to the airport was wide and durable enough to be an emergency runway. 

 

4. Prepare Porter's Diamond for one of Singapore's future growth industries. 
 

Biomedical Sciences Industry 

Firm Strategy: 

Singapore’s National Science and Technology Board, later renamed A*STAR, governed four divisions 
to raise the level of science and technology in Singapore.  Each of the divisions worked to fund and 
promote scientific research and education.  In 1998, the Tuas Biomedical Park was constructed to 
meet the needs of pharmaceutical companies.     

Factor Conditions: 

Singapore has a great position to be highly competitive in biomedical sciences (BMS).  It enjoys a well 
educated workforce with a strong work ethic, strong infrastructure, IP laws, and great health-care 
system.  The Singaporean government invested S$1 billion in the industry to foster start-ups and to 
entice established companies to relocate to Singapore.   

Demand Conditions: 

Singapore’s strong health-care system provided home-market demand to develop BMS.  In addition, 
the high quality, yet relatively inexpensive healthcare in Singapore made it attractive to medical 
tourism. 

Supporting Industry

5. What are the issues and barriers to growth? 

: 

The government invested heavily in a new education system that fosters innovation and creativity.   
Several big name drug companies such as Merck, Pfizer, and Wyeth, had settled in Singapore, partly 
in response to the creation of the Tuas Biomedical Park.  In addition, Singapore enjoyed a workforce 
skilled in chemicals, which they could leverage for drug development and other jobs in BMS.  

 

 

Singapore faces many challenges as it attempts to move its economy up the value chain towards 
more specialized technical industries. Singapore’s strategy centers around creating a business 
environment that is attractive to these specialized industries by offering foreign companies tax 
incentives and access to a highly trained workforce. While this strategy has succeeded in the past, 
Singapore faces a number of challenges in the form of increased competition from countries like 
China, creating and retaining a highly skilled workforce, and dealing with the domestic impacts of the 
new tax structure.  
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The industries that Singapore is trying to attract require a workforce with highly specialized skills. 
To learn these skills, workers need access to equally specialized programs offered at Universities and 
Polytechnics. Developing these disciplines within a higher education system requires time and 
money in order to build the necessary facilities and to hire the right faculty.  If Singaporean 
Universities are not already setup to teach these skills, then Singapore will not be able to provide 
MNCs with properly trained workers in a timely fashion. Singapore could solve this problem by 
creating a study abroad program where the government pays for Singaporeans to be educated in 
countries that have already built the appropriate educational infrastructure. This strategy is not 
without pitfalls of its own. Singapore would be letting its most talented youth leave the country for 
foreign education. There is a possibility that they may not return because of the greater 
opportunities available to them outside of Singapore. 

Beyond the problem of educational infrastructure there is the issue of critical mass. Even if the 
educational infrastructure existed, it may be unrealistic for Singapore to produce a critical mass of 
properly trained workers because of Singapore’s small population and the fact that there may not be 
enough people with the intellectual capabilities to learn the requisite skills. The Singaporean 
Government can address this problem by importing talent from around the world using tax 
incentives and lifestyle concessions to attract talented foreign workers. Singapore has a strong 
history of supporting an expat community and it would be easy for the country to attract talented 
workers from around the world. 

The Singaporean government also has to deal with the revenue implications of the planned tax 
abatements for new high tech businesses. The current plan is to make up the lost corporate tax 
revenues by increasing the GST. Increasing the GST could end up reducing domestic consumption by 
universally increasing the cost of living for Singaporeans. A blanket increase in the price of domestic 
goods and services would have far reaching effects on the overall Singaporean economy. The 
Singaporean Government has to have a plan in place to deal with a potential decrease in domestic 
spending.  

Finally, there is the issue of competition from countries like China and India who have the potential 
to produce limitless suitably skilled workers provided that they have the requisite educational 
infrastructures. If all reports coming out of these countries are to believed, it is just a matter of time 
before these countries are producing large numbers of highly skilled workers. 

 

6. Do you approve of Singapore's new strategy for getting the economy growing? 

Singapore has had in the earlier years, a tight control over its economy concentrating on policies discussed 
earlier in the document (#2).  They have realized that something more needs to be done to keep the economy 
growing and to continue to be a strong competitor.  This new approach is summarized by the chairman of 
EDB, Teo Ming Kian:  “The linchpin of our new approach rests on building a vibrant enterprise ecosystem- a 
total environment bringing together companies big and small, foreign and local, thriving in synergy and 
symbiosis.” 
 

The enterprise ecosystem, which consists of a focus on a knowledge-based economy, contains the following 
specific components, some of which are logical and very good for the future growth of Singapore’s economy, 
while others need some adjustments: 
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1) Creating a Triangle:  They plan to join with Malaysia and Indonesia to create a growth triangle, 
develop manufacture sites, and move up the value chain.  Although this unity factor helps in many 
aspects including trade and stability (ASEAN) and is something that Singapore has always wanted, the 
country has to be ‘vigilant’, like it always has been, for political and other power struggles.  This is 
based on the history it has had with the two countries.  Other that that, this triangle will help in the 
growth of the economy. 

 
2) Diversifying the Economy:  The EDB has suggested that while focusing on the currently thriving 

sectors of chemicals, electronics, precision engineering, logistics, etc, it is encouraging innovation and 
entrepreneurship in new sectors of growth.  It is great that Singapore is holding on to its currently 
thriving sectors while exploring/delving into a new area.   This is very important since the success of 
entering into a new sector cannot be predicted.   One of the new sectors that Singapore plans to focus 
on is the biomedical industry.  Although the advantages and disadvantages below are discussed for its 
biomedical industry, the following ideas can be applied to all of the new sectors that Singapore is 
entering or has entered.   

  
Singapore’s focus on biomedical cluster as one of its new sectors has the following advantages and 
disadvantages: 

Advantages: 

1) Better Infrastructure (‘Biopolis’)-  This infrastructure is not only going to help this new 
cluster, but it has also established a good framework for the upcoming industries in 
Singapore. 

2) Improving and Raising Intellectual Capital-  Any country will always benefit by raising its 
intellectual capital.  In that way, Singapore’s funding for this is excellent and definitely gives 
them an edge in the competitive world.  The students will directly impact the future of the 
economic growth of the country, and education plays an important part of it. 

3) Bioinvestments-  This is another way Singapore plans to strengthen their intellectual capital.  
The A*STAR program is definitely a great investment and will benefit students and 
consequently, the country’s economy.  The suggestion would be to direct a part of the grants 
and funds towards study of areas other than biomedicine.  That is, even though the focus 
would be to expose the students to the biomedicine education around the world since that is 
the focus of the new sector, if they could also be exposed to other areas in renowned schools 
around the world, it would be a benefit for future entrances into other new sectors.   

 
Disadvantages: 

1) Focusing on the biomedicine industry alone will most likely bring numerous and a large 
amount of short-term benefits for Singapore as it is the ‘new big thing’, but they should not 
be focusing on just ONE industry to diversify their economy.  It would be better for them to 
focus on multiple (atleast 2 at the same time) industries at the same time with the same 
‘intensity’ and focus.   

2) Their focus on diversifying economy concentrates too much on short-term benefits and not 
long term benefits.  Maybe having multiple industries like mentioned in #1 above will help 
solve this problem. 

3) Even though this ‘new big thing’ is one of their ways to keep up with the competition, they 
have not specified how they are making themselves ‘unique’ in this cluster.  This cluster is a 
big focus today around the world.  Other than the ‘brains’ that they definitely have and will 
give them an edge, Singapore should definitely define other strategies to make themselves 
unique.  Perhaps, they could focus on a specific part of the biomedical industry, in which not 
much attention is given but where attention is definitely needed, where more resources are 
needed, or where there’s room to grow for them to have an extra edge. 
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3) Creation of the Technology Investment Fund:  To increase overall venture investment, Singapore 
has created this fund.  As a part of this initiative, the government serves as a facilitator and catalyst 
rather than an overbearing entity.  This has been a complaint in the earlier years.  This slightly ‘hands-
off’ approach will benefit in the growth of Singapore’s economy in many ways.   

 

4) Tax Initiatives:  Based on the recommendation from the ERC, Singapore is offering many tax 
incentives to attract biomedical, pharmaceutical, health-care, education, and telecommunication 
sectors to Singapore’s shores.   

 

The benefits based on the tax incentives that are going to be offered such as cutting corporate taxes and 
personal income taxes, increasing GSTs, and offering other tax breaks are based mainly on speculation 
and estimates.  Although they are being careful in some ways by for instance, implementing 
government bonds for low income groups, the tax incentives are being implemented a  little too fast 
and all at the same time.  It would be better if the incentives/changes are slowly done, while carefully 
monitoring the effect it has on the economy.  Since there are numerous factors changing at the same 
time with the tax incentives, the EDP needs to take a more step-by-step approach, so that their new 
effort in helping the growth of the economy does not backfire. 

Even though some improvements could be made to the overall strategy that Singapore is 
implementing for its economic growth, overall, we approve the new strategy.  Our approval is based 
on the benefits discussed above and the increased GDP growth (see in the graph in # 2) that is already 
being seen as a result of this new strategy. 

 

 

7. Please also send links to any key additional resources you used to answer the questions. 
 

• http://www.singstat.gov.sg/stats/themes/economy/hist/gdp2.html (GDP Singapore) 

• http://www.bea.gov/national/index.htm#gdp (GDP US) 

• The Central Intelligence Agency. (2008). The World Factbook page on Singapore. In 2008 World 
Factbook [Online database]. Retrieved September 8, 2008, 
https://www.cia.gov/library/publications/the-world-factbook/print/sn.html 

• MTC-ABAG Library. (2003). Bay Area Census Data. Retrieved September 8, 2008, 
http://www.bayareacensus.ca.gov/bayarea.htm 

• US State Department. (March 2008). Background Note: Singapore. Retrieved September 8, 2008, 
http://www.state.gov/r/pa/ei/bgn/2798.htm 

• Singapore Ministry of Manpower. (2008).  Labor Force Survey of Singapore. Retrieved 
September 8, 2008. 
http://www.mom.gov.sg/publish/etc/medialib/mom_library/mrsd/ts310108.Par.22211.File.da
t/2_Res_econ_active_by_edu_sex_31Jan08.xls 

• Association of Bay Area Governments. (2007). ABAG Projections 2007. Retrieved September 8, 
2008. http://www.abag.ca.gov/planning/currentfcst/regional.html 
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• Statistics Singapore. (2008). Latest Data. Retrieved September 8, 2008. 
http://www.singstat.gov.sg/stats/latestdata.html 

• Bay Area Council Economic Institute. (2008). Sustaining the Bay Area’s Competitiveness in a 
Globalizing World. Retrieved September 8, 2008. 
http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 

• Association of Bay Area Governments. (2008). The Bay Area Consumer Price Index. Retrieved 
September 8, 2008. http://www.abag.ca.gov/planning/research/cpi.html 

• Singapore Economic Development Board Annual Report:  
http://www.sedb.com/edb/sg/en_uk/index/about_us/annual_report_.html 

• “From ‘Silicon Island’ to ‘Biopolis of Asia’:  Innovation Policy and Shifting Competitive Strategy in 
Singapore” :  
http://xcsc.xoc.uam.mx/apymes/webftp/documentos/biblioteca/INNOVATION%20POLICY%20
AND%20SHIHTING%20COMPETITIVE%20STRATEGY%20IN%20SINGAPORE.pdf 
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Individually Completed 

Chuohao Yeo (Zuohao@Berkeley.Edu) 
 
1. Economy of Singapore vs Bay area (All figures in US$, 2007 estimate) 
 

 
 
 
2. Singapore’s economic growth since 1965 is mostly due to a combination of high foreign investment, a 
sound and capable government, and the successful Central Provident Fund (CPF). Furthermore, Singapore 
gained independence at a time when most other developing countries either reject foreign investment for 
nationalistic reasons or are unable to provide a stable environment for foreign companies to thrive. In 
addition to providing fixed asset investment (“hardware”) and employment for the country, foreign 
companies are also transferring technology and managerial know-how (“software”). But to attract foreign 
companies to invest, it was also important that the Singapore government demonstrated its commitment to 
providing a cost-competitive and low-risk location. This took the form of tax incentives, abundant skilled 
labor, compliant labor unions, rule of law and a pro-business and stable government. In particular, the 
government set up a statutory board, the Economic Development Board, whose main role is to seek out 
foreign investment and to smooth the process of locating   operations in Singapore. Finally, the CPF plays a 
multi-purpose role. While serving as a retirement/medical/housing fund for employees, it leads to high 
savings rate among its citizens, which allows the Singapore government to use deposited funds for 
investments. It can also be used to serve a macroeconomic role to adjust the costs of operating for businesses. 
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3. Porter’s diamond for oil refineries5. 
 Demand conditions. Petrochemical industr ies use as raw mater ial the products of oil refiner ies to make 
products such as plastics and solvents. While power stations also use coal and natural gas as fuel, oil is still 
used as a fuel. Automobiles, ships and aeroplanes would also re-fuel from various oil derivatives at various 
gas stations, ports and airports respectively. 
 
 Factor  conditions. Singapore has a fair ly educated workforce. Singapore also has well-developed port 
infrastructure, with a long tradition as a entrepot port. Shipping lines to and fro Singapore are also well-
established. However, Singapore has no natural oil resource, and has to depend on other countries to meet 
energy needs. While lacking this natural competitive advantage, the threat of energy supply cut- off could 
have forced the development of oil refineries as a strategic reserve, and diversification of suppliers and fuel 
feedstock. 
 
 Related and supporting industr ies. In addition to oil refiner ies, there are many other  downstream 
petrochemical industries located in Singapore, and most importantly located in close proximity in Jurong and 
Jurong Island. As mentioned, world-class port facilities in Singapore allow for easy import of fuel feedstock 
and export of refined products.  
 
 Firm strategy, structure and r ivalry. There are now three oil refiner ies operating in Singapore, of which 
one is operated by a Singaporean company (Temasek Holdings is a major shareholder). The other two are 
operated by ExxonMobil and Shell. 
 
 
4. Porter’s diamond for biomedical sciences. 
 Demand conditions. Singapore is attempting to cast itself as a medical hub for  the region which can 
provide top-quality medical care at its hospitals. Pharmaceutical and medical technology manufacturers in 
Singapore would also require new products for its manufacturing pipeline. 
 
  Factor  conditions. Singapore has a fair ly educated workforce. A*STAR has also put into place a plan to 
quickly train a large number of Singaporean with PhDs in life sciences, from a mixture of overseas 
universities, local universities, and joint local-overseas programs. Intellectual property laws were 
strengthened, venture capital was made available, and clinical trial procedures were streamlined. 
 
 Related and supporting industr ies. Singapore has built the first phase of Biopolis, which provides the 
infrastructure to house government research institutes and biomedical firms and start-ups. A*STAR has also 
set up new life sciences research institutes and boosted existing ones, and attracted top  researchers 
worldwide to head them. There has also been a long history of pharmaceutical and electronics manufacturing 
in Singapore. 
 
 Firm strategy, structure and r ivalry. An effor t was made to lure companies into integrating R&D, clinical 
development, manufacturing and corporate operations in Singapore. In addition to foreign biomedical 
companies such as GSK, Novartis, Merck and Pfizer, there are at least two local joint-ventures: S*Bio and 
MerLion Pharma. 
 
 
5. Issues and barriers to growth. 
 Being a small country in the middle of a racially different and potentially hostile region, Singapore is 
subject to security threats. 
 
 The small size of the local market means that Singapore has to adapt to all economic changes in its main 
export markets, such as in Malaysia, China and the US. 
 
 A large par t of the costs of growth is to be borne by its lower-income group, while it is not clear that much 
of the gains would trickle down. This has to be made politically palatable to them. 
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 Singapore is subject to severe land constraints. If land use is not managed properly, this would severely 
limit growth of both residences and industries. 
 
 Singapore has no natural energy resources and limited water  resources. This again would limit both 
residential and industrial growth. While water needs are partly mitigated by development of local water 
purification technology, Singapore would have to compete with increasing demands from other  developing 
countries for limited crude oil supplies. 
 
 Other  high-tech industrial regions such as the Bay Area and Boston are competing for the same 
investments and skilled labor. 
 
 Singapore’s work culture needs to change to be more entrepreneur ial, such a change would take time. 
 
 Singapore’s strategy is heavily dependent on a capable and non-corrupt government, and it is not clear if 
institutions are strong enough to survive mis-government since it has not been seriously tested. 
 
 
6. With limited resources, it makes sense for Singapore to make focused bets on a number of industrial 
clusters, such as biomedical and petrochemical. Lower corporate and income taxes both provides a cost 
competitive environment for business to operate and helps attract skilled labor, though that  resulting loss in 
revenues has to be made up by increasing consumption tax. While that is a sound economic  policy, it is 
questionable if it is socially fair to ask the lower-income group to essentially foot the bill to grow the 
economy. On the other hand, an alternative could result in a declining standard of living for them if the 
economy stagnates. Going forward, Singapore needs to address the problem of a growing income divide, 
ensure social mobility, and ensure that lower-income groups have the opportunity to achieve a reasonable 
standard of living. 
 
 
7. References 
1. CIA, “CIA world factbook”. https://www.cia.gov/library/publications/the-world-factbook/ 
2. Bay area council economic institute, “Bay area economic profile 2008”, 2008. 
http://www.bayeconfor.org/keypub.html 
3. Bureau of labor statistics. http://www.bls.gov 
4. Ministry of Manpower, Singapore, “Manpower statistics in brief 2008”, 2008. 
http://www.mom.gov.sg/publish/momportal/en/communities/others/mrsd/Publications.html# 
GLM 
Chuohao Yeo Nokia & Finland Sep 9 2008 
5. Monetary Authority of Singapore, “The petrochemical industry in Singapore”, 1999. 
http://www.mas.gov.sg/resource/publications/staff_papers/MASOP014-ed.pdf 
6. Biomedical sciences in Singapore. http://www.biomed-singapore.com 
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Singapore, Inc. 

 

 

 

 

 

 

 

 

 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area 
(6M people +/-).  
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The Bay Area and Singapore have many similarities that make them particularly appealing locations for 
business.  Both are considered ideal for their open, transparent business environment, which reduces the risk 
of corruption for investors.  The existing industrial clusters in both regions are ideal for companies to tap 
into.  Capital stocks for both locales are high, as they are both known for their access to venture capital and 
skilled labor.  However, all of these advantages come at a premium to a business.  The differences in the 
economic performance of the two can be attributed to the industries that each region excels at.  The 
prevalence of high tech industries in the bay area is known to foster innovation and attract entrepreneurs.  
Meanwhile, Singapore high tech electronics and chemical industries are noteworthy, but the country 
continues to make profits in lower cost industries.  

Economy Data (2006) Bay Area Singapore 

Population (millions) 6.9 4.6 
GDP (billion) >$400 $141.2 
Real GDP /capita $52,400 $31,400 
Gini Index 37.3-41.1 42.5 
Venture capital 
investments (billion) 

$9.5 $8.3 

Primary industries  Tourism 
 Information Services 
 Financial Services  
 Insurance 
 Computer And 

Electronics 
 Biotechnology 

 Electronics 
 Chemicals 
 Financial Services 
 Oil Drilling Equipment 
 Petroleum Refining 
 Rubber Processing And Rubber Products 
 Processed Food And Beverages 
 Ship Repair 
 Offshore Platform Construction 
 Life Sciences 

Key players  Chevron 
 Wells Fargo 
 Hewlett-Packard 
 Cisco Systems 
 Intel 
 Oracle 
 Apple 
 Google 

 DBS Group 
 Singapore Telecom 
 United Overseas Bank 
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Doing Business Bay Area Singapore 

Number of days to start a business 5 6 
Number of days dealing with licenses 69 129 
Hours paying taxes 325 30 
% of unrecovered value of bankruptcies 23 9 
Cost of commercial real estate ($/sq. ft) $41 $94 
Availability of commercial real estate (vacancy) 11% 0.7% 
Average commute times (minutes) 36 34 

Sources:  Singapore. (2007). The World Factbook [online]. Retrieved September 7, 2008, from U.S. Central 
Intelligence Agency: http://stephansmap.org/CIA_World_Factbook_2007_Singapore.html;   The Bay Area 
Council Economic Institute. Sustaining the Bay Area’s Competitiveness in a Globalizing World: 

In order to attract foreign money, action was taken to ensure global perceptions of Singapore as secure, and 
its human capital stock as stable.  To ensure enforcement of national independence and domestic security, the 
defense forces of the army and police were built up.  Additional measures were taken to maintain control and 
order.  However, some criticized, that the stability that was achieved came at the price of some social liberties.  
The political atmosphere of the “nanny state” was set up so to suppress dissent, making reforms easier to 
implement.  For instance, great efforts were made to stop labor strikes and the opposition of unions.  Also, 

Bay Area 
Economic Profile.  2008.  Retrived September 7, 2008 from 
http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 

 

2. How do you explain Singapore's economic performance since 1965? 

Singapore’s growth since having gained independence in 1965 can be evaluated in the context of three  
periods of developmental policy that have been used to generally describe trends in globalization.  Much of 
the country’s diversification and growth occurred during the first period of developmental planning and 
industrialization, from 1965 up until the 80’s.  The next twenty years, during an era of international 
liberalization, growth was achieved through macroeconomic adjustments.  Then, after 2000, the focus was 
turned to further development of the private sector, with attempts at industry diversification.  All of 
Singapore’s governmental policies were made possible under the leadership of the People’s Action Party, who 
took great care to maintain the control necessary to implement policy. 

Having found independence, Singapore’s leaders had to make decisions about how to invest and create 
policies that would lead to expansion.  The accumulation of capital was of great importance to development.  
The administration invested heavily in development, creating much of the infrastructure through 
government-owned businesses, within the industries of utilities, banking, port operations, construction, 
public housing, airline, and defense.  Initial attempts at import substitution were quickly quashed, and 
instead, an industrial policy of export industrialization and attempts to attract foreign investments was 
adopted.  Among other methods, the government tried to draw out business and capital through pro-business 
policies of tax incentives and rapid start up times.  Furthermore, a governmental board was created to focus 
such investments into specific sectors, in particular ship building, metal engineering, chemicals, and electrical 
equipment and appliances.  By narrowing the scope into particular industries, Singapore could create broader 
based market clusters and better coordinate the development of those industries.   

http://stephansmap.org/CIA_World_Factbook_2007_Singapore.html�
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political opponents could be held indefinitely without trial.  However, most citizens’ experiences comprised of 
strict rules, with even stricter punishments, for instance regulations to maintain appearances, with bans on 
spitting, chewing gum, littering, and vandalism.   

After the 1979 global oil shock, Singapore had to find a way to grow while facing high competition and a 
recession.  This period was marked mostly by macroeconomic adjustments and further attempts at industrial 
diversification.  With tight control over monetary policy, the government was able to determine savings and 
investment rates.  During this period, saving rates were raised through the mandatory social security plan.  In 
fact, much of Singapore’s macroeconomic adjustments were accomplished through labor policies.  The 
regulation of foreign labor, minimum wage rates, and mandatory savings rates were all used to try to control 
inflation and interest rates.  Labor was also used as a mechanism to restructure the economy.  With a higher 
minimum wage, and a policy that encouraged employee trainings, Singapore attempted to keep out lower 
level industries.  Again, tax incentives were also used to encourage growth in particular industries, namely 
technology and financial services.  While Singapore had had fairly free trade policies prior to this period, 
further actions were taken to promote the export of goods: in the late 80s they paired up with Indonesia and 
Malaysia to promote joint growth; in 1983 they set up the Trade Development Board to promote the export of 
goods; and in 1989 they created TradeNet, the first e-trade processing system. 

However, growth staggered after the Asian financial crisis 1997-1998.  Further attempts were made to push 
expansion of private sector.  During this period, the government focused on innovation and economic 
diversification.  Much of the emphasis was placed in building a biomedical cluster.  Government investments 
were made to build the national capital necessary to foster an environment that was ripe for the cluster.  
Infrastructure was quickly created to house the cluster.  However, much of the emphasis was placed on 
developing the intellectual capital stock necessary through education, research, and R&D necessary. 

 

3. Prepare Porter's Diamond for one of Singapore's top industries. 

The factors that provided Singapore competitive advantage in the electronics industry were: 

Factor conditions: 

- The government fostered foreign investment by taking several measures:  

- Government controlled unions and made it easier for companies to recruit and fire employees. 

- They didn’t charge capital taxes. 

- Stable economic policy and efficient government. 

- Quick development of industrial estates. 

- The geographic and strategic location of Singapore, with an important harbor.  

Demand Conditions :  

I don’t think demand was an important factor in Singapore’s competitive advantage in this industry. Due to 
the small size of the Singaporean population, demand was the least important factor. 

Related and Supporting Industries : 
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Although companies in the electronics industry were some of the first to come (early 70s) related and 
supportive industries followed in the 80s (precision engineering, logistics, transport, …). During the 80s, EDB 
created the Technology Investment Fund to pave the way for other companies to come.  

Firm Strategy, Structure, and Rivalry 

The rivalry was secured with the presence of some of the most important companies in the electronics 
industry: Hewlett Packard, Texas Instruments andNational Semiconductors.  

 

4. Prepare Porter's Diamond for one of Singapore's future growth industries. 

Singapore is investing heavily in biomedical research.  An analysis using Porter’s Diamond: 

Firm Strategy, Structure, and Rivalry 

-History of strong relationships with labor unions 

-High levels of domestic and foreign investment by Singaporean firms 

-Low borrowing rates 

 

Factor Conditions 

-Strong intellectual property protections 

-Reduced bureaucratic and regulatory interventions 

-Strong government research institutions (A*STAR, BMRC, etc.) 

-Low corruption and positive perception of government response 

-Non-confrontational (or co-opted) labor force 

-Government investments in infrastructure 

-Low corporate and personal income taxes 

 

Demand Conditions 

-Aging population with increasing life expectancy 

-Higher standards of living and a strong savings rate 

 

-High technology manufacturing 

Related and Supporting Industries 
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-Integrated healthcare system 

-Strong energy and chemicals industries 

-Education grants domestically and internationally 

 

5. What are the issues and barriers to growth? 

Singapore’s traditional barriers revolve around the size of its population, the educational system, the 
surrounding competitive environment and government intervention and ownership of large portions of the 
national economy.  While Singapore has seen rising income and educational levels over the past 40 years, 
they are still subject to labor shortages.  While biomedical research is not a labor-intensive industry, there are 
still some substantial issues around sufficient highly-skilled laborers in the work force.  The population is 
only growing through immigration. 

There is some question as to the quality of the national education system and its ability to foster innovation in 
highly technical industries.  While significant investments in research grants and other methods of improving 
the educational system has been made, Singapore may increasingly become reliant upon foreign investment 
in education. 

Singapore also faces increased competition from Asian neighbors, primarily China and India, as well as other 
R&D focused countries such as Ireland.  They are reliant on staying ahead of the Chinese and others on the 
value chain of the knowledge economy, as they cannot compete on resources or cost.  Singapore must 
continue to maintain a more efficient, government-supported economy to hold a competitive advantage.  
While it has traditionally been a strength in creating positive factor conditions, if biomedical research runs 
counter to government ideals or values it could stifle innovation and growth. 

 

6.  Do you approve of Singapore's new strategy for getting the economy growing? 

The new strategy is promising. The support of biomedical sciences cluster is a very good strategy as it is one 
of the leading industries of the future and will create a competitive advantage against other Asian nations. 
Besides, tax incentives will probably result entrepreneurial opportunities which the country needs for the 
development of a science-focused environment.  However, there are additional things which Singapore 
should take into consideration into its plan.   

The economy is highly independent on foreign investments, especially by US companies. The government 
should create an innovative strategy and support Singaporean corporations to avoid the worst effects of a 
possible global recession.  More Singaporean corporations are needed to attract global economy, and the 
population is not an excuse for that.  

As Singapore is aiming to create a science-focused environment, it is critical to attract foreign students to the 
country.  Most of the most brilliant students in science come from Asia, especially from China and India, to US 
universities. Singapore has the potential to attract these students, as it is close to their homes.  However, it 
has to invest more on research and create worldwide universities to foster a competitive academic 
environment.  The government should initiate a fund to give competitive fellowships for these students. It can 
even create an entrepreneurial environment for college students to create their own companies.  
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Besides its primary industries, Singapore being a unique place in Asia has a lot of potential in tourism. It 
might be a good idea to invest heavily in tourism and build new strategies to attract more foreign tourists to 
the country.   
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Team 1 

Franck Formis (Franck_Formis@Mba.Berkeley.Edu) 

Vincent Wai-Shan Ng (Vincentng@Berkeley.Edu) 

Jameson Slattery (Jameson_Slattery@Mba.Berkeley.Edu) 

Robert Ka Chun Kong (Rkong@Berkeley.Edu) 
 

1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 

The Bay Area Marketing Partnership estimates that the gross regional product (GRP) of the San Francisco 
Bay Area totals more than $200 billioni

2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 

.  Singapore’s GDP was ~$161 billion in 2007.  The Bay Area’s 
economy is heavily centered around knowledge-based industries such as computers and information 
technology, telecom, biotech and medical devices, and multimedia.  The Bay Area’s economy at present is 
what Singapore hopes its economy will evolve into. 

The Port of Oakland is a major West Coast port that is responsible for approximately 3% of the US’s 
waterborne trade.  But at 10 million tons shipped annually, the Port of Oakland pales in comparison to 
Singapore’s port shipments of more than 1 billion tons annually.  This shipping disparity highlights the 
differences between the Bay Area’s knowledge-based economy and Singapore’s production- and trade-
based economy. 

As Singapore attempts to move up the ladder to become a knowledge-based economy, it is experiencing 
some conflict with traditional Singaporean norms.  For instance, much of Silicon Valley’s success can be 
attributed to the region’s acceptance of risk and focus on innovation and creativity.  In Singapore, 
however, risk is typically avoided and the city-state’s education system has traditionally relied on Rote 
learning methods that emphasize conformity as opposed to creativity.  Singapore is now reforming its 
education system by providing school independence and a market-based approach that it hopes will 
result in a more creative and innovative workforce. 

As highlighted in question 2, below, the Singaporean government exhibits socialistic tendencies that 
impact its economy in the form of government ownership of 20% of Singapore’s market capitalization.  
The U.S., in contrast, is far more hands-off in terms of direct management of enterprises.  It should be 
noted, however, that some level of innovation in the Bay Area is due to publicly-supported educational 
institutions, such as the UC system, as well as research laboratories such as Lawrence Berkeley National 
Lab that are offshoots of the defense industry.  So while the U.S. is less direct in its corporate involvement, 
its indirect investment in research and infrastructure is certainly a major component of the Bay Area’s 
innovation advantage. 

Singapore’s remarkable economic growth over the past 40+ years can be attributed to the Singapore 
government’s well-planned and tightly controlled economic strategy and associated policies.  Combined 

mailto:Franck_Formis@Mba.Berkeley.Edu�
mailto:Vincentng@Berkeley.Edu�
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with the economic growth of the larger Asian continent over the same timeframe, Singapore has emerged 
from a small nautical outpost with no natural resources to one of the global economy’s most important 
and influential members. 

The Singaporean government envisioned in the 1960s that multinational corporations  (MNCs) would be 
the linchpin to the success of the city-state.  To attract MNCs to Singapore, the government aligned its 
political and economic decisions to foster a pro-business environment.  For instance, tax cuts and 
incentives (such as “Pioneer” status that provided 5-10 years of tax-free status) were used to attract 
foreign investment and skilled labor.  Goods and services taxes (GSTs) were increased to offset the 
reduction in corporate tax income, and the high GSTs also fit with the government’s strategy of 
maintaining high personal savings rates in Singapore.  Singapore invested heavily in industrial facilities 
and other infrastructure required by MNCs.  The city-state minimized trading restrictions to facilitate its 
position as a leading export hub for Asia and beyond.  It also limited the power of labor unions and other 
“inhibitors” of business.  In addition to these policy decisions, the Singaporean government has carefully 
maintained its perception as one of the most transparent and accessible governments in the world.  This 
accessibility provides MNCs with ample opportunity to influence the political landscape and craft the 
Singapore environment to their needs, and this has undoubtedly been a major component of Singapore’s 
success.  Singapore’s stable and reliable government and economy, particularly compared to the rest of 
Southeast Asia, were also instrumental in gaining the confidence of MNCs. 

Finally, it is important to highlight the fact that Singapore is a mixed economy in that it minimizes 
government while simultaneously maintaining a heavy-handed government control of companies and 
industries.  As the case highlights, the government-backed Temasek Holdings owns companies that 
represent approximately 20% of Singapore’s total market capitalization.  This high level of government 
ownership of “private” enterprise is actually quite similar to the Chinese Communist economy. 

In recent years, the Singaporean government has taken steps to minimize its reliance on the United States 
and the electronics industry that has driven much of the city-state’s success over the past 40 years.  
Recognizing that China’s manufacturing prowess could erode Singapore’s manufacturing base, Singapore 
is now moving aggressively toward a knowledge-based economy that focuses on industries such as 
healthcare and biotech, clean technology, and Internet content and services. 

3. Prepare Porter's Diamond for one of Singapore's top industries.  

Factor Conditions 

Singapore has a very strong education system. Its universities receives huge amount of aid and support 
from its government, and they have a lot of cooperation with famous overseas Universities, for example 
University of Chicago and Cornell University. Its universities not only provide general education, but also 
specialized education in chemicals and other selected businesses supported by the government. This 
provides Singapore with skilled and specialized labor to support and expand the energy and chemicals 
industry. On the other hand, with strong government support and natural endowment, the energy and 
chemicals industry enjoy advanced and sophisticated infrastructure. Its harbor is a naturally deep harbor 
and its industrial cluster in Jurong Island is supported by advanced transportation system. 

Demand Conditions 

Singapore is the undisputed oil hub of Asia. It is conveniently located at the mouth of the Strait of 
Malacca, which is where most oil from the Middle East to East Asia have to past through. This 
convenience of location made Singapore a popular location for oil refinery. The ever increasing demand 
of oil from China and Japan causes Singapore to upgrade its energy and chemicals industry, so that it 
maintains a place where oil do not only passed by its front doors, but actually stopped there and being 
processed.  

The chemical industry benefits from Singapore’s globally competitive transportation engineering 
industry. As an international port, Singapore’s transportation industry is very sophisticated, and this 

Related and supporting industries 
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provides the chemical industry with efficient means to transport its supply and products. On the other 
hand, Singapore’s government is also a very supportive entity. It is very efficient and business minded; it 
provides the chemical industry, along with other supported industries, with the funding, infrastructure, 
tax incentives and talent to succeed. Furthermore, the chemical companies are conveniently located in a 
cluster in Jurong Island; this creates the symbiosis and competition that propel the companies to 
excellence. 

4. Prepare Porter's Diamond for one of Singapore's future growth industries.  

Firm Strategy: Structure, and Rivalry 

Singapore’s government directly invests in its domestic companies through its investment arm called 
Temasek Holdings. The government provides the firm with financial and economical support, so that they 
can succeed and prosper. However, unlike other state-owned companies in a communist country, these 
companies do not have to answer to the government and is run like any other businesses. To promote 
competition and rivalry, the Singaporean government also enacts very business friendly laws to 
encourage foreign direct investments. This competition with the best global companies forces companies 
in Singapore to improve and innovate. 

Factor Conditions 

Similar to the energy and chemical industry, the health and wellness industry also benefited from the 
strong education system in Singapore, which provides it with talented and specialized labor force.  

Demand Conditions 

Singapore is facing a rapidly ageing population; this creates a growing demand for its health and wellness 
industry. Unlike many other ageing countries, for example the US, Singapore’s population has an 
extremely high savings rate thanks to its mandatory savings program. This gives the senior population a 
high purchasing power, and the ability and willingness to purchase services from the health and wellness 
industry. The EDB annual report quoted a projection that the spending power of the “silver market” is 
expected to be S$837 billion in 2015. An ageing population together with a high savings rate gives a 
unique demand condition for growth.  

Related and Supporting Industries 

Singapore’s strong position in the biomedical industry provides the health and wellness industry with the 
talent and technology to improve. The government also strongly supports this industry, and provides it 
with funding, infrastructure etc. to grow. Its clustering with major hospitals and biomedical firms also 
provide the symbiosis to improve.  

5. What are the issues and barriers to growth?  

Firm Strategy: Structure, and Rivalry 

Similar to the chemical industry, Singapore’s friendliness to foreign direct investment and support for 
domestic companies create competition that forces health companies to improve and innovate.  

There are three different types of barriers which could potentially hinder the state development: 

1. Geographic 

The country size is definitely a barrier to growth. Although the reclamation of land is an option to gain 
land in order to develop infrastructures, it is an expensive one. The continued shortage of natural 
(commodities including utilities) and human capital is another barrier to growth which needs to be 
continuously managed. 

2. The ubiquitous role of the state 
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Singapore’s educative system (based on rote-learning) is often described as incompatible with the 
development of innovative mind-sets. The system promotes conformity and obeying. It is not surprising 
that the educative system lacks entrepreneurial and innovative spirit. The weakness of the civil society is 
an issue. The full democratization of all the facets of the society is necessary to unleash the innovative 
potential of the state. The right of information and resource sharing is necessary to enable networks and 
alliances to be forged. The high-tech corporate sector needs more autonomy to further develop its 
industrial policies. 

6. Do you approve of Singapore's new strategy for getting the economy growing?  

3. Cluster-specific 

There are several potential issues in the biomedical cluster between MNCs and the state regarding the 
accumulation of knowledge. Singapore could face intellectual property issues in this industry since some 
of the knowledge and techniques brought by MNCs are patented (gene segments, sequencing, and 
decoding processes). These issues could be of legal or financial order. 

The strategy that Singapore is employing is to further diversity Singapore’s economy, attract more 
foreign businesses, and develop the entrepreneurial innovative, and science-focused environment 
necessary for a knowledge-based economy. They are going to use tax incentives to attract biomedical, 
pharmaceutical, health-care, education, and telecommunications sectors in order to compete with HK and 
Ireland. These include cutting corporate taxes, giving tax breaks for R&D. It would increase to the goods 
and services tax to offset the cuts. Government would gradually divest itself from businesses to allow the 
increase of competition. They also try to decrease Singapore’s dependence on the U.S. economy and the 
electronics industry. The EDB also tries to foster innovation and diversify the economy by investing in 
and promoting new science and technology “clusters”.  

We agree with the strategy Singapore is using. They are consistent with the role the government should 
be taking proposed by Porter. For example, they are providing tax incentives to encourage sustained 
investment in human skills, in innovation, and in physical assets. This gives competitive advantage of the 
nation by increasing the talent pool as well as investments. The ERC’s recommendation of tax cuts and 
incentives promote Singapore as a hub for global business. Freeing the nation’s dependence on another 
country is another great way to make the nation more competitive. It forces the industry to come up with 
new ways to cope with the limited resources. The “clusters” ensure that the newest technology is being 
researched to keep the nation apace if not ahead of other nations. The government divesting itself from 
business is also a great idea because direct involvement of the government will insulate the companies 
from competition and lower their competitive advantage. Competitive with little regulation will nurture 
innovations and increase the nation’s competitive advantage. As Porter suggested, it takes a long time for 
a nation to gain competitive advantage, and a lot of government politicians are reluctant in following 
policies that would enable a nation to gain competitive advantage because it may hurt their reputation 
short term. The ability to look beyond that and implement those policies is what is making Singapore 
successful.  

7. Please also send links to any key additional resources you used to answer the questions. 

http://www.bayareafirst.org/demographics.html 
https://www.cia.gov/library/publications/the-world-factbook/geos/sn.html#Econ 
http://www.bts.gov/publications/americas_freight_transportation_gateways/highlights_of_top_25_freig
ht_gateways_by_shipment_value/port_of_oakland/index.html 
http://thestar.com.my/maritime/story.asp?file=/2008/8/18/maritime/1826632&sec=maritime 
http://www.nira.or.jp/past/publ/review/2000summer/tan.pdf 
http://harvardbusinessonline.shbsp.harvard.edu/hbsp/hbr/articles/article.jsp?ml_action=get-
article&articleID=92311&ml_page=1&ml_subscriber=true 
Singapore Economic Development Board Annual Report 2006 2007 

http://www.bayareafirst.org/demographics.html�
https://www.cia.gov/library/publications/the-world-factbook/geos/sn.html%23Econ�
http://www.bts.gov/publications/americas_freight_transportation_gateways/highlights_of_top_25_freight_gateways_by_shipment_value/port_of_oakland/index.html�
http://www.bts.gov/publications/americas_freight_transportation_gateways/highlights_of_top_25_freight_gateways_by_shipment_value/port_of_oakland/index.html�
http://thestar.com.my/maritime/story.asp?file=/2008/8/18/maritime/1826632&sec=maritime�
http://www.nira.or.jp/past/publ/review/2000summer/tan.pdf�
http://harvardbusinessonline.shbsp.harvard.edu/hbsp/hbr/articles/article.jsp?ml_action=get-article&articleID=92311&ml_page=1&ml_subscriber=true�
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From “Silicon Island” to “Biopolis of Asia”: INNOVATION POLICY AND SHIFTING COMPETITIVE 
STRATEGY IN SINGAPORE 
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Individually Completed 

Gonzalo Antonio Baez Mendoza (Gonzalobaez@Berkeley.Edu) 
 
1) Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-) 
 
The economy of Singapore is not part of a greater or more general context as stable and protected as the US. 
Singapore is a somewhat new rising economy with less diversity in its industries compared to the Bay Area, 
which is part of the State of California, the sixth economy of the world if seen as a country. 
 
The Bay Area has 50% more population and a wide variety of fields of economic development within it. Some 
of the greatest national universities lie here and there are nearby clusters like the Silicon Valley. Both 
economies are nonetheless rich and vibrant, although Singapore's industrial development depends more on 
the central government and many regulatory bodies. 
 
2) How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 
 
Singapore's growth since 1965 is a result of the government setting ideal conditions for foreign investment, 
like infrastructure (creation of industrial states), virtual elimination of bureaucracy, tax incentives, educated 
labor, promotion of productivity and free trade, smart monetary policy and the expansion of saving policies 
for the public. 
 
The government was ran like a private enterprise and was responsible for preparing the infrastructure and 
educating the workers, anticipating future ventures in the country. Singapore's authorities had a unique 
partnership with existing businesses and start-ups as well. For example, tax exemption for 5 to 10 years was 
given to start-up companies and MNCs making significant investments in Singapore. 
 
3) Prepare Porter's Diamond for one of Singapore's top industries:  
CHEMICAL PRODUCTS 
 
Factor Conditions: skilled, talented labor, green economy, geographic importance as a port 
 
Demand Conditions: mostly international demand for cheaper chemical products 
 
Related & Supporting Industries: government attracting foreign investments and MNCs through tax 
exemptions and advantages, also creating industrial states 
 
Structure & Rivalry: China and Malaysia main competitors in both the Asian and global perspectives 
 
4) Prepare Porter's Diamond for one of Singapore's future growth industries.  
BIOMEDICAL SCIENCES 
 
Factor Conditions: intellectual capital from the educational system and a great health care system 
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Demand Conditions: pharmaceutical laboratories all around the world are eager to get new technologies to 
reduce their costs and improve products 
 
Related & Supporting Industries: government again supporting R&D expenditures, EDB assisting to plan 
start-up companies, active presence of local universities and satellite US universities as well, diverse investing 
and tax reliefs 
 
Structure & Rivalry: California is definitely growing in this area and it is a competition for Singapore to 
consider, also China, Germany and India.  Domestic competition will only be for Singapore's own benefit in 
the long run 
 
5) What are the issues and barriers to growth? 
 
For the biomedical science industry, the issues and barriers to growth could be the decrease in trade growth, 
TFP and budget surpluses in the last decade. There has also been a noticeable shift in the  dominant sectors of 
the economy from manufacturing to financial and business services, clearly not helping the biomedical 
industry. Finally, one could say more competition is needed domestically to make Singapore globally stronger 
in the area. 
 
6) Do you approve of Singapore's new strategy for getting the economy growing? 
 
According to EDB's annual report, Singapore's current strategy consists of selling the country's infrastructure 
and facilities to be the premier HQ site for international companies. They classify their strong areas and 
clearly use a lot of marketing to stress their competitive advantages in such areas and also portray the nation 
as human and safe for immigrants. 
 
I would have to approve their new strategy as long as it makes everyone count and gives priority to 
Singaporeans themselves. The ideal strategy should involve government, people, industry, education, 
infrastructure, security and welcoming foreign investments. 
 
7) Please also send links to any key additional resources you used to answer the questions. 
 
Used EDB's official website.
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Individually Completed 

Gopal Choudhary (Gopalkc@Gmail.Com) 
 
Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/). 

 

Bay Area: 

The Bay Area has a productive economy that draws on the talents of a well-educated workforce in one of the 
most dynamic urban centers in the world. World-class research universities, a vibrant technology and 
venture capital community in Silicon Valley, and the financial and commercial strengths of the region’s cities 
combine with the area’s natural beauty and mild climate to form an attractive environment for developing 
people, businesses, and industries.  

Singapore: 

The economy of Singapore is a highly developed capitalist mixed economy. While government intervention is 
kept at a minimum, government controls corporations responsible for 60% of GDP. It has an open business 
environment, relatively corruption-free and transparent, stable prices and one of the highest per capita gross 
domestic products (GDP) in the world. Singapore could thus be said to rely on an extended concept of 
entreport trade, by purchasing raw goods and refining them for re-export, such as in the wafer fabrication 
industry and oil refining. 

 

Comparison: 

 

GDP per capita: 

Singapore’s GDP per capita: $31400 

Bay area’s GDP per capita: $31506 

So we see that GDP per capita for both Singapore and Bay area are equivalent. However, there are other factor 
affecting economy and future economic growth as venture investment where both of them differs, they are 
addressed below. 

 

Investment in economy: 

If we compare total venture capital investment per capita we see that Bay area has much higher investment 
than Singapore. Venture capitalists poured $9.5 billion into companies in 
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Bay Area in 2006, or about $1,370 per resident, far more than second place Singapore with $180 per capita or 
New York with $107. However the growth rate of investment in past 5 years is higher for Singapore. We see 

that venture capital investment in Singapore is increasing at a 
very much faster rate. 

 

Source: Sustaining the Bay Area’s Competitiveness in a 
Globalizing World, 

Bay Area 
Economic Profile. 

 

 

 

Cost of doing Business: 

Companies operating in Singapore have a 40% cost 
advantage over those doing business in Bay area. The main difference in the cost structure between the two 
regions is labor costs and employee related taxes applied to U.S. businesses. 

The Bay area’s state tax rate structure is competitive among the compared U.S. regions. However, the federal 
corporate tax rate of 35% in addition to the state tax makes Bay Area less attractive on cost basis. Corporate 
tax rates are much higher in Bay area as compared to Singapore by 24%. 

 

   2. How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed? 

 

Singapore’s economy condition was really bad in 1965 after Singapore’s independence in 1959. Singapore 
had a 14% unemployment rate. Singapore didn’t have lots of natural resources and they realized that they 
had to rely on international trade to develop their economy. Singapore did a great job in improving their 
economy after 1965. Within 40 years they became rich. Most of this can be explained by government policy 
opted by Singapore government in the period following 1965. 

 

Singapore maintained tight control over economy and concentrated on these six policies: investment in the 
state, active encouragement of foreign investment, a pro business environment, free trade, a tight monetary 
policy, and high savings. 

 

To facilitate private sector after 1965, Singapore formed government linked companies and statutory board 
to provide the infrastructure necessary both to improve living conditions and to make the country attractive 
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for foreign investment. The policy worked and one of Singapore’s successful government linked companies, 
Singapore Airlines grew from a small regional airline to world’s best airline.  

Singapore didn’t have much of its own capital in 1960s so they realized the importance of FDI. They were 
accepting FDI’s with open arms when most Asian countries were wary of it. Government invested heavily to 
construct ready built factories and industrial estates for foreign companies. It provided tax incentives to 
foreign companies. Singapore also tried to increase the skill level of its employees. They had everything what 
a foreign firm would need to investment, with no bureaucracy in Singapore it was a perfect place for foreign 
firms. 

The government gradually removed almost all tariffs and invested in improving infrastructure and the 
efficient of its ports. By 1975 Singapore was the third busiest container port in the world. The government 
took various actions to promote trades from Singapore. 

 

Business Government Relations Contribution: 

Singapore government’s unique partnership with business helped the economy of Singapore to grow. Not 
only meeting its customers present needs the government strived to anticipated future needs by preparing 
the infrastructure and educating workers years in advance.  

 

Another aspect of its government-business relation is that they treated their government as a business. They 
were 100% government but in terms of discipline they were run like the private industry. They had a very 
lucrative pay offer for person joining the government and it helped them to control corruption and to run 
government efficiently.  

 

After an unsuccessful attempt at import substitution between 1959 and 1965 the government realizes that its 
future lay with American multinational corporations (MNCs). The government of Singapore had sufficient 
control and monopoly to impose the reforms necessary to transform Singapore into an attractive site for 
foreign investment. They had the freedom to shut down the irresponsible trade unions. This is exactly what 
Singapore needed at the time when there was threat to its existence from neighbor countries and unrest 
within Singapore.  

 

Singapore government developed a very efficient system with very little amount of corruption involved. The 
authoritarian Singapore government was renowned for its honesty and transparency. The Corrupt 
Investigation Board, an independent group that reported directly to prime minister was active and it helped 
the foreign companies to establish their branches and businesses in Singapore. This increase in FDI gave a 
boost to the Singapore’s economy. 

 



MBA 290 G Singapore Assignment  2008 
 

54 | P a g e  
 

These are various factors that helped Singapore to grow its economy and as we see that government did a 
great job making policies suitable for business environment and this government business relationship 
contributed a lot to Singapore’s economy. 

 

   3. Prepare Porter's Diamond for one of Singapore's top industries. 

 

The Singaporean chemicals industry is the second largest industry in Singapore, after electronics. The 
Singaporean government has been promoting the industry since the mid-1990s, with the aim of increasing 
the share of chemicals and petrochemicals of total manufacturing output to 30% by 2010. The country has a 
chemical complex on Jurong Island, Singapore, acting as a base for over 80 domestic and international 
companies. The chemical industry output accounted for about SGD66.5bn (US$41.4bn) in 2005, contributing 
32% to the country's manufacturing output. 

 

1. Firm Strategy, Structure and Rivalry. Singapore has a SCIC Singapore Chemical Industry Council and its 
objective is to co-ordinate the efforts by the Chemical Industry for the benefit of Singapore as well as for 
intra-ASEAN regional economies. Singapore’s government is very open to business and doing business in 
Singapore is less bureaucratic. With the government strategy accepting companies to invest and build plants, 
it has many advantages. Singapore Chemical society has developed a very efficient system with very little 
amount of corruption involved. The authoritarian government is known for its transparency. The Corrupt 
Investigation Board helps reduce the corruption. With all these policies in favor of chemical industries it has 
many advantages over its rivals. 

 

2. Demand Conditions: Singapore is located in Asia and demand in Asia is growing very much. Apart from 
that Singapore has a very big port and it acts as a centre to international trade. Its easy to ship chemicals from 
Singapore to any corner of the world and on average it would be less distance traveled if you were to 
distribute all over the world. So for this reason there is lots of demand for Singapore chemical manufacturing 
industries. 

 

3. Related Supporting Industries: Singapore is ideal location for companies to develop and manufacture 
advanced materials and chemicals. Jurong Island is a world class manufacturing centre and it provides 
chemical companies to grow. Lanxess, a global leader in specialty chemicals is establishing a S$857 million 
facility in Singapore and 3M is also setting up a manufacturing facility in Singapore. With so many 
manufacturing facilities already established it’s a great place for chemical industries to grow. :Singapore is 
Asia’s undisputed hub and one of the world’s top 10 petrochemical hubs. The chemical industry has already 
grown very much and it facilitates other chemical industry to join them to grow further. They also have a 
vertically integrated chemicals complex island which houses 100 global companies. This is perfect for any 
chemical company. 
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4. Factor ConditionsThe Jurong Island has world class capabilities in process and advanced material science 
and Singapore has a big pool of high skilled talent. With emerging economies in Asia demanding more 
sophisticated and higher performance material, Singapore is the ideal location for companies to develop and 
manufacture chemicals. Singapore is like an oasis in third world region so establishing chemical companies 
here also gets the companies great talent pool and facilities and also access to big Asian market. The 
Singaporean chemicals industry is growing at a fast rate; however the country lacks indigenous raw 
materials. This is likely to impede the country's growth. Further, countries such as Indonesia and Malaysia 
have vast indigenous feedstock resources; as such the production cost of petrochemicals in these countries is 
comparatively lower than in Singapore. 

4. Prepare Porter's Diamond for one of Singapore's future growth industries. 

 

Biomedical Sciences: 

Singapore is one of Asia’s fastest growing bioclusters. Since the start of its focused effort to develop the 
biomedical sciences industry in the year 2000, Singapore’s manufacturing output quadrupled while R&D 
expenditure tripled in 2006. Today, 11 of the top biotechnology and pharmaceutical companies have set up 
more than 45 commercial-scale manufacturing facilities. Alongside the seven public-sector research 
institutes, 50 companies are carrying out R&D that includes drug discovery, translational research and 
medical technology innovation.  

Here we analyze what are the potential for this large industry to grow in future based in Porter’s Diamond. 

 

1. Firm Strategy, Structure and Rivalry. 

Singapore has established itself as the most competitive and trusted site for pharmaceutical bulk actives and 
secondary manufacturing. They are now building critical mass for biologics manufacturing and fully expect to 
maintain this momentum as they attract even more companies to Singapore. The strategy structure of 
Singapore’s BMS industries will help them continue their focused effort to grow the MedTech sector by 
leveraging on Singapore’s strengths in electronics and precision engineering as well as physical sciences 
research capabilities. With this strategy they have advantages over rivals. 

 

2. Demand Conditions:  

EDB is expanding their geographical reach, such as Middle East, in addition to North America, Europe, Japan, 
China, India and ASEAN. This way they will have a larger customer base for their industry. EDB is constantly 
identifying new business areas to develop both in terms of new technologies as well as new consumer 
demands, such as our 'clean and green' focus - environmental technologies, urban solutions and clean energy, 
lifestyle, healthcare and wellness.  

 

3. Related Supporting Industries:  
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Many big companies have started their manufacturing facilities in Singapore and many research institutes 
have been established to support the bio industries. Biologics, featured prominently in the expansion of 
Singapore’s biopharmaceuticals manufacturing base this year. Lonza and BioOne’s joint venture biologics 
plant, has successfully contracted 100% of its capacity to Genentech, one of the world’s most successful 
biotechnology companies. GSK Biologicals broke ground for its largest vaccine investment in Singapore’s first 
human vaccine manufacturing plant. With these supporting industries Bio companies have lots of advantages 
in Singapore locations. 

 

4. Factor Conditions 

Few factors that affect Singapore’s growth in the bio industry are mentioned here. There are many public 
research institutes with private-sector labs which are providing shared laboratory equipment and services, 
and promoting knowledge sharing and research collaborations across scientific discipline. Also they all are 
located close to the public hospitals and the Biopolis also facilitates interactions and collaborations between 
clinicians and scientists to drive translational and clinical research. BMS investment commitments in R&D 
and Business Services grew by over a third to reach a record high of S$217.3 million in total business 
spending (TBS) or 7.6% of EDB’s total TBS commitments. The strong growth in TBS reflects the rapidly 
expanding base of BMS research activities in Singapore. 

 

5. What are the issues and barriers to growth? 

 

Barrier and Issues to Singapore’s Growth: 

• One of key challenges that Singapore is facing is how to manage the impact of an aging population on 
labor productivity and hence economic growth. 

 

• For the very first time, Singapore is facing a very difficult economic situation. The economy has 
achieved minus growth. There is a lot of unemployment, people formerly working in banks are now 
taxi drivers. 

 

• Singapore is facing stiff competition as an international transportation hub from neighboring 
Malaysia. In large part, Singapore's historical importance was due to its geographic position in 
relation to the Straits of Malacca, one of the world's busiest sea lanes.Malaysia started taking away 
Singapore's container trade business with its Port of Tanjung Pelepas (PTP). 

 

• there is an imbalance between imports and exports the overall balance of payment shows a 
continuous surplus. 

 

• Migration of Singapore citizens to other parts of the world and hence there will be lack of skilled 
labors. Singapore is facing an acute talent shortage and currently about 1000 Singaporeans live in the 
UAE, mainly Dubai . 
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• Singapore is facing a triple whammy of economic threats in the form of surging inflation, slower-
than-expected growth and weaker exports 

 

• Singapore is facing tough competition form its neighboring countries, with electronics production 
shifting to low-cost China and the financial sector moving to Hong Kong and It sector moving to India. 
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   6. Do you approve of Singapore's new strategy for getting the economy growing? 

Singapore’s new strategy consists two major parts: 

1. Focus on micro strategy of enterprise ecosystem. 
2. Government’s macro strategy of tax incentives. 

 

It’s good that Singapore government realized that they could no longer compete on cost alone in the ever 
competing marketplace. The step to diversify its economy is a great step to reduce the dependence on other 
countries as US. I think this strategy should be the focus of the Singapore government and they can do this by 
investing in human capital technology and infrastructure. 

I approve the idea of creating the Technology investment fund which will help in investing directly in 
promising private companies and it will get Singapore more FDI. 

The focus on Bio investment is a great step for independence. This strategy is going to work great for 
Singapore as this doesn’t require much large amount of land in manufacturing. A small research lab can 
produce miraculous results. Singapore has good talent pool and it will help them innovate and be the leader 
of Bio field. 

Govt.’s tax strategy is another great step taken by Singapore. By reducing the tax on foreign investment and 
by reducing other expenses Singapore made it easier for foreign companies to set up office sin Singapore. 
Govt. is also encouraging savings from Singapore citizens and it can be used by govt. for investment in 
infrastructure. I think this is a great strategy and it is very suitable for Singapore since it does not have many 
natural resources and FDI is the only way to go. 

 

   

  7. Please also send links to any key additional resources you used to answer the questions. 

Porters Diamond: 

http://www.valuebasedmanagement.net/methods_porter_diamond_model.html 

Singapore Chemical Industry: http://www.businessmonitor.com/chemicals/singapore.html 

Annual report of Singapore's Economic Development Board 

Sustaining the Bay Area’s Competitiveness in a Globalizing World, Bay Area Economic Profile. 

 

http://www.businessmonitor.com/chemicals/singapore.html�
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Individually Completed 

James An (Jyan@Berkeley.Edu) 
 
1.Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-) 

In 1996, Bay Area had a nominal GDP of $240 billion and Singapore had a nominal GDP of $129 billion. The 
Bay Area also had a greater GDP per capita and a greater growth rate in GDP than Singapore. From 1996 to 
2006, the GDP in the Bay Area grew by about 5.21% a year whereas from 1996 to 2001, Singapore grew by 
roughly 3.47% a year. Some other interesting things to note is Singapore has a corporate tax rate of 20% 
while the Bay Area has a much higher corporate tax rate of 44%.  

2.How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed?  

Singapore’s economic performance from 1965 to 2001 has been phenomenol. We see from Exhibit 2 in 
Singapore, Inc. the real GDP growth percentage has been from a low of 6.4% to as high as 12.8% from the 
years from 1970 to 2001(omitting the off years in 1998 with -0.8% and 2001 with -2.1%). Unemployment 
rates as well as inflation rate have been stable over this period. Total-factor productivity was good with 1.6% 
average. 

Business-government relations contributed significantly to this development. Government has been pro-
business throughout this period. When the Singaporean government first started, one of the first things it did 
was react strongly against the labor unions and racial and civil unrest. This was done to make the 
Singaporean nation more stable and so appealing to multinational corporations. The government provided 
tax relief to manufacturing firms in 1967 with the Economic Expansion Incentives Act. A series of acts were 
later passed for other firms e.g. financial and technology. The government also created the Economic 
Development Board (EDB), an office which catered directly to foreign investors. The EDB made it easy for 
foreigners to invest in helping find land and labor. The bureaucracy involved in creating businesses in 
Singapore was highly efficient and stream-lined. In 2002, new companies could incorporate online in less 
than 24 hours.      

3.Prepare Porter's Diamond for one of Singapore's top industries. 

Manufacturing in Singapore 

1.Factor Conditions 

a.Manufacturing was the first industry the Singaporean government focused on. At the time, 
it did not require skilled labor. Singapore’s advantage to its rivals was a cheap and well-
managed workforce. 

b. In 1968, the government commissioned Jurong Town Corporation (JTC) to pre-build 
factories and industrial estates for corporations. The land needed for this was reclaimed 
swampland along the southern coast.  

c.Singapore had highly efficient ports. It had the third-busiest container port in 1975. 
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2.Demand Conditions 

a.At the industry’s inception, home-market demand was small. This was because Singapore 
was just developing. Singapore manufactured goods for other nations. As the years 
progressed and the economy advanced, the mean wage for workers increased and as a 
result, the home-market developed. 

3.Related and Supporting Industries 

a.Singapore had a highly efficient port to assist in the transport of manufactured goods. 

b.Singapore lacks natural resources. It’s slightly smaller than New York City. This may have 
led to high value on efficiency and productivity which translated into its manufacturing 
processes.   

4.Firm Strategy, Structure, and Rivalry 

 a.The EDB was highly efficient in meeting the needs of MNCs. In 1968 it assisted National 
Semiconductor in beginning production in 2 months. New companies could also be 
incorporated online in less than 24 hours. 

b.Singapore’s productivity agency, SPRING (Standards, Productivity and Innovation Board) 
created awareness of the importance of productivity. The government also set a goal of 4% 
TFP growth per year. 

c.Government removed almost all tariffs and invested in improving infrastructure and port 
efficiency. 

d. The government provided tax relief to manufacturing firms in 1967 with the Economic 
Expansion Incentives Act.  

e.Government had strict punishments for corruption and performance based compensations 
in political positions. 

4.Prepare's Porter's Diamond for one of Singapore's future growth industries.  

Biomedical sciences are receiving heavy investment and are seen as the future of Singapore. 

1.Factor Conditions 

a.Singapore constructed the necessary infrastructure for biomedical companies’ R&D and 
manufacturing. One North, an industrial park, has 18 acres dedicated to biomedical called 
“Biopolis”. The government built seven buildings already. It is located near the National 
University of Singapore and the National University Hospital. 

b.To strengthen its educational system and to promote an innovation mind-set, Singapore 
partnered with and allowed satellite campuses of INSEAD, Johns Hopkins, Wharton, and MIT.  

2.Demand Conditions 
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a.There is a home-market for biomedical products. Singaporeans will most likely use the 
different medications that are developed.   

3.Related and Supporting Industries 

a.Singapore has a highly efficient port for transporting biomedical products that are 
developed and manufactured. 

b.Singapore has a bustling manufacturing industry focused on precision engineering. 

4.Firm Strategy, Structure, and Rivalry 

a.Government will make an investment matching dollar for dollar up to a certain amount for 
start companies. 

b.In 1979, Parliament set up the Skills Development Fund to increase the number and quality 
of skilled workers. 

c.The government agency, Agency for Science, Technology and Research (A*STAR), created 
four divisions which coordinate research in several fields, one of which is biomedical 
sciences. A*STAR with the government and corporate sponsors also give scholarships to 
talented students to study in Singapore or abroad. 

5.What are the issues and barriers to growth?  

One issue is the rise of China and other countries which can provide even cheaper manufacturing. Foreign 
investments in manufacturing will inevitably end. Other issues are Singaporeans generally are averse to 
taking risks and the method of education is rote learning which stifles creativity. 

6.Do you approve of Singapore's new strategy for getting the economy growing? 

I believe Singapore’s new strategy will work. Reducing corporate taxes and income taxes and allowing tax 
breaks for R&D, I believe will entice foreign investors to establish their R&D facilities in Singapore. Its plan of 
encouraging innovation by way of scholarships and awards will also work.  

7.Please also send links to any key additional resources you used to answer the questions. 

For question 1 

http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 
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1. Comparison of Singapore with the Bay Area. 

In terms of their economic development trajectories, the Bay Area already is the kind of innovation hub that 
Singapore aspires to be: a center of multiple clusters of innovation, including, of course, all dimensions of 
computing and networking, biosciences, nanosciences, and so on.  Indeed, Singapore looks to Silicon Valley as 
one of its models as it seeks to move up the value chain from an economy based on value-added, technology-
based manufacturing to value-creating, knowledge-based industries.  

Among the qualities that Singapore seeks to replicate, the most essential is SV’s high-risk, high-reward 
culture: As Parayil emphasizes, replicating Silicon Valley’s  “innovation habitats”, which “…have been based 
on bottom-up initiatives and interaction…” could be a challenge given Singapore’s long standing system of  
top-down state planning. Although this has carried Singapore to prosperity in the past, it could stifle the 
innovation that Singapore must have to create a knowledge based economy.  The question, as Parayil asks, is 
whether “…It is possible to construct a knowledge society, a ‘learning ‘ and ‘thinking’ nation, when conformity 
is the norm for social action? 

2. Singapore’s Economic Performance 

Porter’s observations about Japan—that its deficiencies spurred it to competitive innovation—apply to 
Singapore with perhaps greater force. When it gained independence in 1965 it had a viable port, but no 
resources, little land, and a high rate of unemployment.  In addition, its very existence was threatened by its 
close proximity to unfriendly neighbors many times its size.  The system of government that emerged, with 
the shrewd if autocratic Lee Kuan Yew as its head, was largely shaped by  this existential threat as a corporate 
state. Singapore developed an economic strategy that hinged on close cooperation between government and 
business to the point that the business of Singapore is truly business.  The centerpiece of Singapore’s business 
strategy during this period was the attraction of American MNC’s who were seeking Asian bases for 
manufacturing and operations.  Singapore’s ability to act like an integrated national enterprise helped foster 
its relations with the MNC’s 

3. Porter’s Diamond for Aerospace. 

Factor Conditions.  Singapore’s geographical location is the reason for its existence.  It was founded as an 
entrepot for trade within the British Empire, and has capitalized on this asset by developing by some 
measures the greatest seaport in the world.  Its growth as a manufacturing hub wouldn’t have been possible 
without this transportation capacity.  This concentration of shipping, manufacturing, and related logistics lent 
itself to the development of a major air transport hub.  Singapore’s aerospace industry leverages this hub 
status to provide maintenance, repair and overhaul for major aerospace companies. 

Firm strategy, structure, and rivalry.   Singapore’s aerospace industry is based on providing maintenance 
services for major aerospace companies such as Rolls Royce and Boeing.  Its basic strategic advantage is 
Singapore’s geographic location and status as a major hub airport. Like other industrial sectors, aerospace 
benefits from Singapore’s business-friendly environment.   
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Related and Supporting Industries.  The aerospace sector benefits from Singapores high tech manufacturing 
base and related engineering capabilities. Related enterprises include engine parts manufacturing and 
assembly and engine testing. 

Demand Conditions.  As with other Singapore industries, the emphasis on attracting multinational business s 
and the small size of the domestic market means that there is not much local demand. 

4. Porter’s Diamond for Biomedical Sciences. 

Factor conditions.  Development of a Biomedical research capacity is key to Singapore’s efforts to become a 
knowledge-based economy, and  there is  a high level of government capital expenditure in this area. Creating 
an environment that is friendly to biomedical research is an important part of this strategy.  For example, 
Singapore has relatively few restrictions on stem cell research and has, as a result, attracted leading scientists 
in this field, such as Phillipe Taupin [Parayil], who heads one of Singapore’s five public Biomedical institutes. 
To strengthen its educational infrastructure, Singapore has managed to attract satellite campuses of leading 
American and European universities and is aggressively upgrading its own higher education system.  
Singapore’s integrated healthcare system provides opportunities for research into health concerns affecting 
Asian ethnicities. 

Firm Strategy, Structure, and Rivalry. Singapore’s strategy for the biomedical sciences sector hinges on the 
development of home-grown innovators.  The risk-taking, entrepreneurial spirit that this requires has 
heretofore not been a prominent feature of the local business culture.  This lack would be remedied by 
encouraging formation of SME’s, which would enhance the local competitive environment. Local and foreign 
investment in R&D is encouraged by availability of venture capital and improved intellectual property 
protection. 

Related and Supporting Industries.  Singapore’s existing high-technology manufacturing base has been 
eroded somewhat by the availability of lower-cost labor elsewhere.  However, many MNC’s who have moved 
their manufacturing elsewhere have increased their R&D presence in Singapore.  This R&D presence supports 
the biomedical research sector.  

Demand Conditions.

6. Singapore’s Strategy.  Because Singapore’s government is so closely coupled with business, it has a 
unique agility in being able to anticipate and respond to economic challenges. Singapore’s decision to move 
up the value chain seems sound to the point of inevitability.  Its level of commitment in pursuing the path that 
offers the best chance of success is admirable. 

  Since Singapore is an export-oriented economy, local demand is a small factor in 
economic development.  That said, an important part of the “Biopolis” vision is to make Singapore the main 
R&D center for Asian health issues, such as diabetes, which is more prevalent in Asia than anywhere in the 
world.  Thus, if one broadens the “local” sphere to include Singapore’s southeast Asian neighborhood, one can 
argue for significant local demand.  

5. Issues and Barriers to Growth.  In the face of low-cost competition from other Asian countries, 
Singapore is attempting to make a transition from high-technology manufacturing  to R&D (knowledge-
based) industries and from hosting MNCs to developing indigenous enterprises.  There are many hazards 
associated with this transition. One is that the manufacturing base will move offshore before the transition 
can be made.  Another is that they will be overtaken by China, as it moves up the value chain from 
manufacturing to knowledge industries.  Finally, there is the possibility that the loss of manufacturing will 
hurt other parts of Singapore’s export-based economy, such as its transportation sector. 
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7. Links.   
 
Another Michael Porter piece Clusters and Regional Competitiveness: 
Recent Learnings: 

http://www.isc.hbs.edu/pdf/Montreal_Cluster_Conference_2003.11.07_ckrb.pdf 

Information from the Bay Area Council: 

http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 

 

 

 

http://www.isc.hbs.edu/pdf/Montreal_Cluster_Conference_2003.11.07_ckrb.pdf�
http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf�
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1.      Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-).  
  
Factor Condition  
Similar 
1. Strong capital pool 
2. Both areas have pro-business environment. 
 
Difference 
1. Bay Area receives more resources domestically 
2. Bay Area has more diversified industry portfolio. 
 
Demand Condition   
Similar 
1. Both areas attract large amount of new businesses. 
2. The pro-business environment attracts worldwide capitals 
 
Difference 
1. With the powerful support from Silicon Valley, Bay area has a far more global presence and market while 
Singapore serves more a regional center. 
2. Bay area is famous for it free life style, which helped to flourish the innovation, while Singapore is famous 
for strict control. 
 
Related and Supporting Industries  
Similar 
1. Both areas have a supporting government and stable economy. 
2. Both areas have high quality education and well trained human resources. 
 
Difference 
1. Bay area connects directly to the largest market, USA, which also provides great resources to it. 
2. Singapore has limited resources. 
 
Firm Strategy, Structure, and Rivalry  
Similar 
1. Both areas are open societies. 
 
Difference 
1. Singapore governement tends to control its economy, but Calif. Government has lossener control.  
2. Singapore faces more competition than does Bay area. 
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2.      How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed?  
  
After experiencing the politically unstable, Singapore government soon realized that only economic power 
would be the key to make it stands out. Therefore, in the 60s, Singapore government setup a two-part 
strategy:  
1) Singapore will “leapfrog” its neighbors as trading partners and attract foreign companies to manufacture in 
Singapore for export back to the developed world,  
2) define Singapore as a “first world oasis in a third world region”.  
  
Singapore government maintained tight control over its economy by concentrating on six policies: 
1.      Investment in the state and government owned companies. 
2.      Active encouragement of foreign investment – Economic Development Board (EDB)  
3.      A pro-business environment  
4.      Free trade 
5.      Tight monetary policy 
6.      High savings 
  
 
3.      Prepare Porter's Diamond for one of Singapore's top industries.  
According to the Singapore Government website, Tourism is one of its top industries. 
Factor conditions  
-          The very safe environment makes Singapore a great place for tourists. 
-          A great location that acts as a door to South Asia area. 
  
Demand conditions 
-       The unique European-Asia combination culture attracts tourists from western and eastern countries. 
-       Singapore plays a central transportation hub in this area.  
-       Singapore has strong entertainment industries. 
  
Related and supporting industries 
-       Strong Government Supporting  
-       Singapore Air line is one of the best rating flights in the world. 
-       The stable Singapore dollar is convenient to tourists. 
  
Firm Strategy, Structure, and Rivalry  
-       Government organized tourism promotion affairs around the world, such as F-1 racing.  
-       Malaysian is competing in the tourism industry by providing legal casinos.  
  
 
4.      Prepare Porter's Diamond for one of Singapore's future growth industries.  
  
Financial Services 
  
Factor Conditions 
-       English efficiency environment 
-       Infrastructure 
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-       High education 
  
Demand Condition 
-       Played a role of a regional financial center. 
-       Great business environment for multinational companies to establish Asian headquarters. 
  
Related and supporting industries 
-       Banking sector, Securities sector and insurance sector were regulated by the integrated financial 
supervisory authority, MAS, which enable those industries to operate closely.  
-       Strict regulations of MAS provide market credibility for financial infrastructure 
  
Firm Strategy, Structure &Rivalry 
-       Fostering the investment of foreign financial institution, especially inviting the Asian headquarters of 
foreign companies 
  
 
5.      What are the issues and barriers to growth?  
  
Limited natural resource 
Skilled workers outflow 
Small domestic market  
Cost disadvantage 
Competition from China cities. 
  
Singapore GDP per capita is one of the highest among Asian countries, which means cost disadvantage to the 
foreign investors. For the companies in manufacturing industries, labor cost is the most important criteria in 
deciding in investment into foreign countries. So, Singapore needs to move its industries to knowledge based 
ones. 
  
 
6.      Do you approve of Singapore's new strategy for getting the economy growing?  
  
I fully agree with Singapore’s tax reform, which will definitely attain its objective to attract foreign talents and 
investment. We can see a similar case by comparing Taiwan and Hong Kong. Taiwan has the one of the 
highest income tax rate in its region and is now facing losing even domestic investment. Moreover, the 
wealthy individuals and high salary workers are either transferring out their assets or just work outside 
Taiwan. Hong Kong, due to its low tax rate, attracts more and more highly educated professionals to 
compensate with the lack of natural resources. I think what Singapore government is doing is correct. 
  
7.      Please also send links to any key additional resources you used to answer the questions 
1.          www.gov.sg 
2.          http://economist.com/countries/Singapore/profile.cfm 
3.          http://www.mas.gov.sg/index.html
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Individually Completed 

Nuttapong Chentanez (Nchentan@Eecs.Berkeley.Edu) 
 
Singapore 2008 case response by Nuttapong Chentanez (partially discussed with Wendy Tzeng, James Su and 
Padraic, Toru Ymagishi) 
  
  
1. Bay area economy has several similarities with Singapore as followed: 
a. They both act as a hub for international trading. 
            b. They both facilitate high technology industry 
            c. They both have dense cluster of companies. 
     However, there are several contrasts as well as followed: 
            a. Singapore is lack of work force, but Bay area has plenty (due to top universities around Bay Area’s 
like Stanford and Berkeley). 
            b. Singapore tax and living expense is lower than Bay area. 
            c. Singapore has many government own companies, while Bay area companies  mostly belong to private 
sector. 
 
  
2. After being expelled from the Federation of Malaysia in 1965, Singapore became an independent nation. It 
initially struggled with economic instability. The government therefore drafted up several plans including the 
Housing Development Board (HDB) to provide home at subsidized price and created job for the people. The 
government also laid out a plan for American Multinational Corporation (MNCs), which pursue two-part 
strategy. The first strategy is to attract foreign companies to manufacture in Singapore and export to other 
countries. Second strategy is to aim to make Singapore a “first world oasis in the third world region”. 
  
Singapore government have several policies to maintain tight control over its economy: 
State investment in companies in all aread through Temasek Holding, 
Economic Development Board (EDG) started in 1961 as a one-stop shop for foreign investment. Tax 
incentives were used to move Singapore up the value chain as its economy becomes more matured. (eg. 
Manufacturing in 1960s – 1970s, financial services in 1980s and technology in 1990s). 
Pro-business environment. Provide education to educate labors. Promote productivity. 
Join a free trade zone, namely, AFTA (Asian Free Trade Area) 
Monetary Authority of Singapore (MAS) maintained tight monetary policy with a managed float. 
Central Provident Fund (CPF) managed a mandatory saving program to provide social security for 
Singaporeans as well as to provide government with a low interest loan. 
 
  
3.     Porter Diamond for Financial Services : 
a.     Factor Conditions: Government relax policy on foreign employment and immigration. Singapore also has 
high productivity, communication infrastructure, highly skill labor. Singapore also connect with top US’s 
universities in providing education. 
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b.     Demand Condition: Singaporeans are not very demanding for financial service due to high regulation. 
However, as the foreign competition enters the market, the consumer would likely to me more demanding as 
well. 
c.     Related and Supporting Industries: Singapore has lots of IT industry and infrastructure developed by 
Information Development Authority (IDA). It supplies both hardware and software to Financial Service 
industry. Other related industries include communication and media, and broadcasting industries, which are 
well supported from the government. 
d.     Firm Strategy, Structure and Rivalry: Monetary Authority of Singapore (MAS)  increased the number of 
wholesale banks in 2000. Government also remove the limit of 40% foreign shareholdings of bank to 
encourage more competitions. 
  
 
4.     Porter Diamond for Biomedical Sciences 
a.     Factor Conditions: National Science and Technology Board (NSTB) funded scientific research and science 
education heavily as well as providing scholarship for Singaporean to study abroad and come back after 
graduation. 
b.     Demand Condition: Some from Singapore’s health-care system. 
c.     Related and Supporting Industries: Government created the new biomedical sciences cluster (BMS) that 
encompasses the pharmaceutical, medical technology, biotechnology, and health-care services industries.  
d.     Firm Strategy, Structure and Rivalry: There are many foreign pharmaceutical companies such as Merck, 
Pfizer and Wyeth in the cluster. 
  
 
5.     Lack of land availability, Lack of skilled labor force, Competition from China (companies move to China 
for lower tax and more workers). 
 
 
6.     I think the corporate tax and personal income tax cut will likely to boost up foreign investment as well as 
attracting more foreign work force, which can help economy growing. However, increasing goods and 
services tax would encourage people to save more, which may reduce economic growth. 
 
 
7.       
a.     http://www.iuns.org/adhering-bodies/report/singapore.htm 
b.     http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 
c.     http://www.brad.ac.uk/acad/management/external/pdf/workingpapers/2005/Booklet_05-39.pdf 
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Individually Completed 

Padraic Shafer (Pshafer@Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (3M people+/-) to the economy of the Bay area (6M 
people +/-). 
  
Singapore has centrally planned economy in that government dictates by way of tax incentives and other 
bureaucratic support for whichever industries are considered critical to economic growth at the time.  
Presently Singapore is featuring tourism and foreign investments.  Conversely growth in the Bay area is more 
organic, defined by change that consumers demand and also by what local investors consider worthwhile.  
For instance clean technology and alternative energy are currently hot industries.  The Bay area fosters 
innovation by locating closely to top universities and industrial partners, encouraging social and professional 
interaction, and private support centers for starting businesses.  These roles are played largely by 
government ministries and offshoots in Singapore.  Singapore’s relative dearth of natural resources forced 
them to showcase cheap and productive labor until such time as more skilled workers could be trained and 
advanced technologies incorporated into more aspects of society.  GDP of California as a whole is estimated at 
about USD 1,700 B (ranked #10) as compared to Singapore at USD 160 B. 
  
  
2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 
  
Singapore grew its economy by focusing on six key policies: Investing in the government; attracting foreign 
investment; championing businesses; freeing trade restrictions; tight monetary policy; and requiring high 
savings.  An economic development board was created initially to spur investment in labor-intensive 
industries and later encouraging innovation in markets that rely more on brainpower. 
  
Initial investments in local businesses were through the government to improve infrastructure and living 
conditions.  As such, the government was set up to run efficiently like a business with an emphasis on return-
on-investment.  For this reason the state was very keen to reduce restrictions to foreign investment so that 
outside resources could be brought in to develop local talent and grow the businesses.  Tax incentives were 
similarly structured for budding industries.  As a side product, government regulations limited the powers of 
the labor force in order to concentrate on national output productivity. 
  
  
3. Prepare's Porter's Diamond for one of Singapore's top industries. 
  
Information Technology 
  
Factor Conditions 
·       65,000 to 70,000 electronics workers comprised about 7 percent of the labor force 
·       Gross production of electronics at about S$5.9 billion was about 15 percent of total manufacturing output 
·       Electronics accounted for 28 percent of manufacturing employment and contributed 31 percent or S$11 
billion in output 
·       World's largest producer of disk drives and disk drive parts 
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·       Singapore passed its first copyright law in 1986 
  
Demand Conditions 
·       Foreign investors and MNC eager to do business with tax-advantaged nation 
·       IT services needed to push other industries in man-power to brain-power transition 
  
Related and Supporting Industries 
·       High caliber services and products of Telecommunications Authority of Singapore 
·       Size and strength of computer (and related electronics) industry 
  
Firm Strategy, Structure & Rivalry 
·       Policy emphasis on escalating technology to succeed industrial revolution  
·       The electronics industry began a calculated transition away from labor-intensive products toward higher 
technological content and worker-skilled products in 1974 
·       National Computer Board was formed in 1981 to establish Singapore as an international center for 
computer services, to reduce the shortage of trained computer professionals, and to assure standards of 
international caliber at all levels. 
  
  
4. Prepare's Porter's Diamond for one of Singapore's future growth industries. 
  
Biomedical 
  
Factor Conditions 
·       State and corporate awards for research and education of promising students 
·       Student awards to study at top foreign universities and return with new skills 
·       Superior IP protection and reliability 
  
Demand Conditions 
·       Foreign investors and MNC eager to do business with tax-advantaged nation 
·       World-class healthcare services require advanced pharma 
  
Related and Supporting Industries 
·       Series of research councils and planning boards for science industries: BMRC, SERC, ETPL, CPAD 
·       Size and strength of computer (and related electronics) industry 
·       Existing cluster of IT development and manufacturing solutions 
  
Firm Strategy, Structure & Rivalry 
·       A*STAR built knowledge base with 5-year plans 
·       Tax incentives to attract biomed businesses 
·       Biopolis co-locates public research institutes with private-sector labs while providing shared laboratory 
equipment and services 
  
  
5. What are the issues and barriers to growth? 
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Singapore has made many efforts to remove barriers to starting and growing businesses there.  They give tax 
holidays to startups and investments in key industries, have negotiated free trade agreements with nearby 
nations, and have eliminated much of the red tape and bureaucracy of obtaining government permits and 
funding.  However some still see the income tax as a hindrance and wish to eliminate it in favor of a 
consumption tax.  The high savings rate demanded by the state also places a burden on both employers and 
employees (who subsequently have less to spend).  However it should be mentioned that this savings rate has 
been reduced in times of economic slowdowns.  Because many of the clusters revolve around reclaiming land 
in an already small landmass, eventually the country will simply run out of space if this trend continues.  
Similarly there are only so many skilled workers in the country, and at times this workforce was saturated so 
that new workers had to be imported.  While Singapore has had no problem bringing in unskilled workers, it 
has had difficulty attracting the talented workers needed to innovatively grow. 
  
  
6. Do you approve of Singapore's new strategy for getting the economy growing? 
  
The tax code reform assumes that all citizens are behaving rationally and are strongly motivated to change 
their lives to minimize taxation of their wealth. A reduction in income taxes certainly should not stifle the 
growth and innovation of young companies but it’s not guarantee that it will improve the output of these 
companies either. While creating wealth is a common motivation for forming companies, innovation and 
growth are more often bolstered by an internal drive to improve some aspect of society and to push ahead of 
the competition.  Therefore fostering competition and rivalry would be a more effective way to boost 
innovative ideas.  Similarly the vast majority in lower income brackets was either born into this situation or 
unable to effectively manage their finances.  Taxing them to become smarter and harder workers is akin to 
kicking a child until he learns to read.  The motivation is understood but the path seems poorly chosen.  
  
  
7. Please also send links to any key additional resources you used to answer the questions. 
  
Country Studies: Singapore http://countrystudies.us/singapore/35.htm 
Ministry of Trade & Industry http://app.mti.gov.sg/default.asp?id=605 
Bay Area Council http://www.bayeconfor.org/keypub.html 
CIA world factbook (wikipedia) http://en.wikipedia.org/wiki/List_of_countries_by_GDP_(nominal) 
         http://en.wikipedia.org/wiki/Economy_of_California 
Economic development board         
http://www.edb.gov.sg/edb/sg/en_uk/index/industry_sectors/biomedical_sciences.html 
         http://www.edb.gov.sg/edb/sg/en_uk/index/about_us/annual_report_/annual_report_2006.html 
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Individually Completed 

Piyapat Tantiwong (Piyapat@Berkeley.Edu) 
 
1.      Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 
 
-       Both Singapore and Bay area has a productive economy, financial and commercial strength, and be an 
international hub for the nearby region. 
Moreover, both places rely on the knowledge base industry due to the support from the government. 
However, there are the slightly different between Singapore and Bay area. First of all, Cost of doing business 
in Bay area is significantly higher than Singapore because of lack of tax incentives and high cost of housing. 
However, the market opportunity of Bay area business is bigger. Second, Singapore needs to deal with the 
shortage of educated labors while Bay area doesn’t. The main reason is because lots of students are willing to 
study in Bay area since it has lots of famous universities and the salaries of working here are very attractive. 
Also, the growth of Bay area comes from their mind climate and well-known education system while the 
growth of Singapore mostly comes from the government policy and management. 
 
 
2.      How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed?  
 
-       High economic performance in Singapore can be explained by various factors  
o       Political Stability 
o       Low level of Corruption as Singapore Government is renowned for Honesty and Transparency 
o       High investment in Basic infrastructure such as Port, electric, water, and road. 
o       Active encouragement of Foreign direct investment such as tax incentive, Economic development board, 
or the collapse of labor union in 1968. 
o       Bilateral and Multilateral free trade agreement can promote international trade. 
o       Macroeconomic Stability; low inflation, stable exchange rate. 
o       High saving that can finance domestic investment. 
o       Educated labor. 
-       Business-government relation has contributed as much or more to the growth of the Singapore economy. 
Government not only provide basic infrastructure or facilitate foreign company to incorporate in Singapore, it 
also prepare necessary infrastructure and educating workers to meet with the demand for high skilled labor 
in the future. With pro-business mind, Singapore can attract foreign direct investment that can benefit 
Singapore by gaining employment, technology, managerial expertise and 
human capital. 
 
 
3.      Prepare Porter's Diamond for one of Singapore's top industries.  
 
For chemical industry: 
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-       Factor condition: Since 1968, Singapore has focused on labor-incentive manufacturing industry. Ready-
built factories and industrial estates were created i.e. Jurong Industrial Estate. Also, the skilled labors were 
prepared. 
-       Demand condition: The requirement of the chemical industry i.e. the oil was significant not only in 
Singapore but also the entire region. Singapore is one of the top oil refining centers and one of the top-three 
oil trading and price discovery center. Moreover, Singapore had potential for other chemical substances such 
as perfume since lots of perfume-based manufacturing was also localized in Singapore. 
-       Related and supporting industries: Government support in tax and tariff policy as well as education. Also, 
Singapore had “Chemical” clusters that strengthened the competitiveness of chemical industry. 
-       Firm strategy, structure, and rivalry: The direction of Singapore that would like to attract foreign 
investment led to the establishing of EDB. EDB provided the easiness for foreign investors as ‘one-stop shop’. 
Moreover, Singapore’s strategy was to prepare the infrastructure and education system in advance to support 
the further growth. 
 
 
4.      Prepare's Porter's Diamond for one of Singapore's future growth industries. 
 
For Biomedical Sciences: 
-       Factor condition: The infrastructure that appropriate for the research and manufacturing as well as the 
intellectual capital investment from the government. 
-       Demand condition: Since the Singapore government would like to shift their focus from the labor-
incentive manufacturing to the knowledge base industry, the biomedical science was the right answer. 
Furthermore, the service industry had a good trend in the future for the entire region. 
-       Related and supporting industries: Education system was encouraged by EDB to build the Singapore’s 
scientific knowledge base. Also, EDB provided one stop service to the companies to help in planning, 
investment, and making aspects of the biomedical factor. 
-       Firm strategy, structure, and rivalry: The government support to create the essential environment for 
biomedical sciences development such as tax incentive. Moreover, the government direction that  encourage 
entrepreneurship. 
 
 
5.      What are the issues and barriers to growth? 
 
-       Although Singapore is a well-organized country with strong government, they have limited resources due 
to the size of the country. Therefore, it  is impossible to compete with China in labor-incentive manufacturing. 
Lack of labors and resources forces Singapore to change their positioning and business strategy. Also, 
Singapore economy mostly relies on the foreign investment, they need to provide attractive incentives for 
investors comparing to their competitors. For example, by providing tax incentive to foreign investors, the 
government needed to increase GST in order to offset the tax cut. This policy created the resistance from the 
low-income group that could threaten Singapore’s ability to attract foreign firm. 
 
 
6.      Do you approve of Singapore's new strategy for getting the economy growing? 
 
- Yes. Because Singapore economy mostly depends on foreign investment, they need to use the competitive 
strategy by providing a brunch of attracting benefits to investors in order to maintain and create the future 
investment. However, the lower-income group might require additional care from the government since they 
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receive big impacts from the increasing of GST. The government should provide some budgets to add value to 
such group. For example, the low skilled labors should be trained to support the incoming business direction. 
 
 
7.      Please also send links to any key additional resources you used to answer the questions. 
 
-       http://www.sedb.com/edb/sg/en_uk/index/about_us/annual_report_/edb_annual_report.html 
-       http://www.chemindustry.org.sg/index.asp 
-       http://www.bayeconfor.org/media/files/pdf/BayAreaProfile2008.pdf 
-       http://www.bayareacouncil.org/bay_area_council_history.php
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Individually Completed 

Sha Tao (Shatao@Berkeley.Edu) 
 
1.      Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 

Bay Area's productive and educated workforce, deep venture capital pool, concentration of research 
organizations, culture of innovation, and receptivity to new ideas have made the Bay Area a major hub of the 
global economy. The fundamentals of the Bay Area remain very strong. The increasing 'globalization' of the 
economy will confront Bay Area with new competitive challenges, but the region's economic assets place it in 
a strong position to compete and win as a global hub for business, technology and innovation. 

 The Bay Area's economic strength is rooted in its high concentration of talented and highly educated workers 
that produce an average of $122,000 of goods and services each year, 30 percent higher than the U.S. average. 
These workers apply their contributions in many sectors, but disproportionately in high technology, 
information services, life sciences and financial services. On the other hand, Singapore is diversifying its 
economy, raising the stakes as it competes to attract investment and critical knowledge workers. It is offering 
incentives such as subsidized rent, faster broadband connectivity or reduced  corporate taxes to encourage 
companies to locate there. While the Bay Area is unlikely to take the same actions, its leaders must remain 
vigilant in the face of rising global competition for both companies and talent. 

2.      How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 

After gaining self-government, strong internal economic control resulted in high rates of saving and 
investment. Concerted economic policies augmented natural comparative advantages, which, coupled with 
the predominance of export-oriented multinational corporations, have been largely responsible for the 
success of Singapore’s industrialization. 

The vision and planning of the Singapore activist government, together with the cooperation and discipline of 
the Singapore people, played a significant role in enabling the small open economy to overcome the 
challenges. 

3.      Prepare Porter's Diamond for one of Singapore's top industries.  

Singapore’s Banking and Financial Industries 

Factor Conditions: 

Singapore is an example of a nation that overcame the disadvantages in general factor endowment to create 
national competitive advantage. The small population base, was turned to its advantage when the 
government relaxed its policy on the employment of foreign talent and on immigration, this created a positive 
feedback loop for Singapore’s vibrancy. Competent senior managers with international experience were 
generally available, as were the high-skilled foreign workforce whom was now attracted to the vibrant 
business environment. 
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Advanced factors for financial services included productivity, communications infrastructure, sophisticated 
and specialized labor, research facilities, and technological know-how that required time and substantial 
investment in human and physical resources. 

 

Demand Conditions: 

Manufacturing is the most important sector, followed by business services, financial services and wholesale 
and retail trade. Manufacturing accounted for 24.3% of GDP in 2002, out of which a significant portion is 
electronics manufacturing. The wholesale and retail trade dominates the services industries accounting for 
14% of GDP in 2002. These activities generated a huge and growing demand for financial and business 
services to be located in Singapore. Financial services have expanded since 1960, increasing its composition 
of GDP from 2.6% in 1960 to 12.3% in 2002. The pattern of growth in demand for financial services was 
analogous to the growth of the Singapore economy. 

In respect of the sophistication of demand it could be said that Singapore domestic financial consumers were 
far less demanding and sophisticated due to the historic heavily regulation – importantly the 1999 MAS 
deregulation introduced more QFB licenses to foreign players and local banks encouraged by the MAS to 
consolidate their operations to prepare for this further competition The introduction of foreign competition 
would certainly drive up the sophistication of consumers (buyers) and increase the bargaining power of 
buyers 

 

Related and Supporting Industries 

A group of aggressive related and supporting industries can have the most effective influences on the rapid 
development of the banking and financial industries because they can be cost effective and be a tremendous 
attractor. The presence of world-class financial markets in Singapore supports the growth and performance, 
and attracts foreign entrants to the Singapore banking industry (commercial and merchant banks). 

Singapore has emphasized the development of its information technology (IT) industry. The Information 
Development Authority (IDA), a government agency, was formed to formulate the IT development policies 
and the blueprint to develop world class IT infrastructure for the information economy. The IT industry 
supplied both the hardware and software not only to the financial services industry but also supported 
Singapore’s other major sector - manufacturing. The digital revolution gave rise to an 

increasingly interconnected world where financial services’ consumers, through the electronic medium, could 
make more informed decisions and had more choices. 

With over twenty-five local and foreign broadcasters, a well-established publishing industry, a world-class 
telecommunication infrastructure and a fast emerging Internet sector, the Singapore financial centre was 
well-supported. 

 

Strategies, Structures and Rivalry 
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During the five-year program (1999-2004) to liberalize retail banking, six qualified full bank licenses were 
awarded to international players - Citibank, HSBC Bank, Standard Chartered Bank, Malayan Banking, BNP 
Paribus and ABN Bank. They were allowed to expand and set up additional branches, off-premise automated 
teller machines and to share an automatic teller machine network among themselves – practices previously 
prohibited. MAS officials asserted that competition, not protection, was the best way to foster the 
development of strong and large local banks that would be capable of holding their own domestically against 
the major international banks. 

 

4.      Prepare Porter's Diamond for one of Singapore's future growth industries. 

Singapore’s Biomedical Science 

Factor Condition 

Through a combination of efforts by its government agencies, Singapore planned to provide the 
infrastructure along with the financial and intellectual capital necessary to make biomedical services an 
important and sustainable part of the economy. Singapore also features a dedicated Research & Development 
complex, the Biopolis, which is home to five biomedical public research institutions and laboratories from the 
Agency of Science Technology and Research 

 

Demand Conditions 

The biomedical industry is a big pie, and cost is only one of the considerations. Singapore is not that big a 
country. But what is the role that Singapore can play, versus China or India, which have a larger pool of 
people? Already we see some synergies. For example, S*BIO — one of our start-up biotech companies — the 
reason why they are in Singapore is that they can leverage off the base of scientific research here, but they can 
also tap into the resources in the region. They have some of their chemistry work done in China, which is 
more focused on contract chemistry work. 

 

Related and Supporting Industries 

Singapore's vision is to be the Biopolis of Asia. To achieve this, Singapore has built up world-class capabilities 
across the entire value chain from drug discovery and clinical research, to manufacturing and health care 
delivery. Singapore offers an efficient and comprehensive network of support that enables companies to 
invest here with ease. 

 

Strategies, Structures and Rivalry 

Singapore has attracted companies such as Albany Molecular Research, based in New York. They provide 
contract chemistry services. So along the way, Singapore has also built up some of the capabilities that will 
make Singapore even more attractive for research. 
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5.      What are the issues and barriers to growth? 

Because of the growing competition, Singapore’s biggest challenge is to secure a niche. As developing 
countries such as China providing high quality and low cost products, it could take way much of Singapore’s 
manufacturing businesses. Another big issue is how Singapore retains its skilled workforce. 

 

6.      Do you approve of Singapore's new strategy for getting the economy growing? 

 

Because of growing competition, diversified the economy is needed to attract foreign businesses. Tax 
incentive would play a key part in attracting the biomedical, pharmaceutical, healthcare, education and 
telecommunications sectors to Singapore’s shoes. 

 

7.      Please also send links to any key additional resources you used to answer the questions. 

http://www.jstor.org/stable/2123999?seq=1 

http://economist.com/countries/Singapore/profile.cfm 

http://www.reuters.com/article/pressRelease/idUS140260+02-Apr-2008+BW20080402 
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Individually Completed 

Silvio Junqueira Filho (Silvio_Junqueira@Mba.Berkeley.Edu) 
 

1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area 

(6M people +/-) 

Singapore and the Bay area have important differences and similarities: 

Similarities

• Start-up friendly regulatory environment 

: 

• Availability of capital for innovation (private equity investors in the Bay area vs. Technology 

Investment Fund in Singapore 

• Domestic market is practically self-sufficient in the US, as opposed to the one in Singapore  

Differences: 

• Inherently and culturally innovative domestic educated labor force in the Bay area as opposed to 

a more conditioned learning in Singapore 

 

2. How do you explain Singapore's economic performance since 1965? How, in particular, have 

business-government relations contributed? 

After independence, a set of pro-business policies set by the Government aimed at an efficient and non-

bureaucratic Government bodies, income and corporate tax incentives, investment in education, a forward-

looking action plans, increased savings to fund long-term Government investments, always with a strong grip 

on the economy and regulatory framework and competitive public remuneration as a means to reduce 

incentives for corruption. This attracted much foreign direct investment and human capital into the country, 

which saw its GDP grow mostly from capital and labor accumulation. 

In the early 1980’s the country turned its focus towards more technology-intensive industries, and by putting 

in place systems to increase overall productivity and attract skilled labor to the country, they managed to post 

GDP growth rates beyond mere capital and labor accumulation for a good period of time. 
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3. Prepare Porter's Diamond for one of Singapore's top industries. 

Top industry: transport equipment 

Factor conditions

• Skilled labor force 

: 

• Infrastructure for the manufacturing of inputs for the transport sector  

Demand conditions

• High concentration of trading companies and naval transport companies based and operating from 

Singapore 

: 

Related and supporting industries

• Old legacy from British naval bases provided a starting platform for a strong ship-repair industry  

: 

Firm strategy, structure and rivalry

• Interventionist and efficient Government 

: 

• Strong regulatory framework 

• Tax incentives 

4. Prepare Porter's Diamond for one of Singapore's future growth industries.  

Growth industry: Biomedical Sciences 

Factor conditions

• Skilled labor 

: 

• Infrastructure 

Demand conditions

• Advanced domestic healthcare sector and infrastructure for testing and R&D development 

: 

• Large number of global life-science companies with manufacturing operations in Singapore 

Related and supporting industries: 
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• Government-sponsored Technology Investment Fund 

• Large healthcare sector 

Firm strategy, structure and rivalry

• Strong intellectual property laws 

: 

• Interventionist and efficient Government 

• Strong regulatory framework 

• Tax incentives 

5. What are the issues and barriers to growth? 

I believe the main barrier to grow today in Singapore is the Singaporean education system, strongly based on 

rote learning, is not best suited for creativity1

6. Do you approve of Singapore's new strategy for getting the economy growing?  

. It poses a significant barrier to “in-house innovation”, and 

although the country managed to attract many world-class schools, the fact their education system is strongly 

rooted in the Singaporean culture, it may be difficult for the country to overcome its dependence on foreign 

educated labor force for research and development. 

Most importantly, taking into consideration the competition from talent from countries such as the US, India 

and China, which have much greater resources and can be competitive in human capital remuneration and 

tax incentives, Singapore may end up losing its share of foreign direct investments and human capital. 

Facing a decreasing domestic savings and net foreign direct investment in the country, I agree with the 

strategy of giving tax cuts, but only followed by an equivalent reduction in Government expenditures. Looking 

at their budget, security and external relations account for the bulk of expenditures, and eventually could be 

reduced. By keeping savings high, the country can continue to invest in innovation and implement targeted 

tax incentives to knowledge-based industries. In the end, what the countries need the most now is to increase 

its TFP, not to accumulate capital. 

However, I do agree with the directive to decrease the involvement of the Government in the economy by 

divesting non-core businesses, as this will certainly foster competition and innovation. I would recommend 

investing the proceeds from such divestments in research and development, as well as in restructuring the 

national education system. 

 

                                                            
1 See http://www.theaustralian.news.com.au/story/0,25197,23962532-21682,00.html 
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Individually Completed 

Toru Yamagishi (Toru_Yamagishi@Mba.Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 

people +/-).  
 
Factor Condition  

Similarity 
Strong capital pool 

Pro-business environment. 

Difference 
Bay Area receives more resources domestically 

Bay Area has more diversified industry portfolio. 

Demand Condition  

Similarity  
Both areas attract large amount of new businesses. 

The pro-business environment attracts worldwide capitals 

Difference 
Bay area is famous for it free life style, which helped to flourish the innovation, while 
Singapore is famous for strict control. 

Related and Supporting Industries 

Similarity 
Governmental support 

High quality education and well trained human resources. 

Difference  
Bay area connects directly to the largest market, USA, which also provides great 
resources to it. 

Firm Strategy, Structure, and Rivalry 

Similarity Both areas are open societies. 

Difference Singapore government tends to control its economy. 

 
 
2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-

government relations contributed?  
 
After independence, one of the most pressing concerns was the state of the economy. The government 
concluded that the nation’s future lay with American multinational corporations (MNCs). A two-part strategy 
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was pursued: 1) Singapore will “leapfrog” its neighbors as trading partners and attract foreign companies to 
manufacture in Singapore for export back to the developed world, 2) define Singapore as a “first world oasis 
in a third world region”.  
 
Singapore government maintained tight control over its economy by concentrating on six policies: 

1. investment in the state – government owned companies in all areas of the economy through 
Temasek Holdings 

2. active encouragement of foreign investment – Economic Development Board (EDB) established 
in 1961 as one-stop shop for foreign investors 

3. a pro-business environment – Educated labor; business is the government’s customer; 
promoting productivity;  

4. free trade 
5. tight monetary policy 
6. high savings 

 
3. Prepare Porter's Diamond for one of Singapore's top industries.  

According to the Singapore Government website, Tourism is one of its top industries. 
Factor conditions  

• The very safe environment makes Singapore a great place for tourists. 
• A great location that acts as a door to South Asia area. 

 
Demand conditions 

• The unique European-Asia combination culture attracts tourists from western and eastern 
countries. 

• Singapore plays a central transportation hub in this area.  
• Singapore has strong entertainment industries. 
 

Related and supporting industries 
• Strong Government Supporting  
• Singapore Air line is one of the best rating flights in the world. 
• The stable Singapore dollar is convenient to tourists. 
 

Firm Strategy, Structure, and Rivalry  
• Malaysian is competing in the tourism industry by providing legal casinos.  

 
 

4. Prepare Porter's Diamond for one of Singapore's future growth industries.  
 

• English efficiency of people 

Financial Services 
 

Factor Conditions 

• Infrastructure 
• High education 

 

Demand Condition 

• Due to the economic development of South Asian countries, a financial center in the region is needed 
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• Multinational companies need Asian headquarters in the region 
 

Related and supporting industries 

• Banking sector, Securities sector and insurance sector were regulated by the integrated financial 
supervisory authority, MAS, which enable those industries to operate closely.  

• Strict regulations of MAS provide market credibility for financial infrastructure 
 

 

Firm Strategy, Structure &Rivalry 

• Fostering the investment of foreign financial institution, especially inviting the Asian headquarters of 
foreign companies 

 
 

5. What are the issues and barriers to growth?  
 
• Limited size of the country 
• Small domestic market size (demand) 
• Cost disadvantage, compared to developing countries 

 
In particular, Singapore needs to consider the cost disadvantage. For the companies in traditional 
manufacturing industries, labor cost is the most important criteria in deciding in investment into foreign 
countries. However, GDP per capita of Singapore is one of the highest among Asian countries, which means 
the lack of cost benefit. So, Singapore needs to design new strategies to foster FDI and economic grownth. 
 
6. Do you approve of Singapore's new strategy for getting the economy growing?  
 
I do approve the Singapore’s strategy for tax reform. Companies and talents are able to move across the 
border quite easily in the “flat world”, modern economy and tax incentive, as well as infrastructure, is one of 
the most important criteria for the companies investing into foreign companies. On the other hand, 5% of 
consumer tax is still relatively lower than other developed countries including Nordic countries. In addition, 
even though the raising of GST might affect the domestic market negatively, Singaporean companies’ reliance 
on the domestic market would be limited due to the limitation of the market size.   
 
 
7. Please also send links to any key additional resources you used to answer the questions.  
 

http://www.mas.gov.sg/index.html 

http://en.wikipedia.org/wiki/Tax_rates_around_the_world 

http://app.mti.gov.sg/default.asp?id=605  

 

 

http://www.mas.gov.sg/index.html�
http://en.wikipedia.org/wiki/Tax_rates_around_the_world�
http://app.mti.gov.sg/default.asp?id=605�
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Individually Completed 

Wan-Lin Tseng (Wendy_Tseng@Mba.Berkeley.Edu) 
 

1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay 
area (6M people +/-).  

Similarities between SF bay area and Singapore: 

• They both facilitate high-tech industry. 
• They both have dense cluster of companies. 
• Their positions as high-tech industry focused clusters are both due to pre-determined 

policies. 

Differences between SF bay area and Singapore: 

• Singapore depends on China for skillful workforces while the SF bay area has several 
good universities to provide well-trained employees. 

2. How do you explain Singapore's economic performance since 1965? How, in particular, have 
business-government relations contributed?  

Singapore became an independent nation on August 9, 1965, after being expelled from the 
Federation of Malaysia due to worries that Chinese Singaporeans and communist elements might 
take over the central government. One of the most pressing concerns was the state of the economy. 
Quick initiatives were drawn up, such as the Housing Development Board (HDB) to create jobs and 
provide homes for Singaporeans at subsidized rates. The government also concluded that the 
nation’s future lay with American multinational corporations (MNCs). A two-part strategy was 
pursued: 1) Singapore will “leapfrog” its neighbors as trading partners and attract foreign companies 
to manufacture in Singapore for export back to the developed world, 2) define Singapore as a “first 
world oasis in a third world region”.  

Singapore government maintained tight control over its economy by concentrating on six policies: 

1. investment in the state – government owned companies in all areas of the economy through 
Temasek Holdings, the government investment arm (success example: Singapore airlines) 

2. active encouragement of foreign investment – Economic Development Board (EDB) established 
in 1961 as one-stop shop for foreign investors, known for efficiency (2 months to begin 
production for National Semiconductor); tax incentives were used to move Singapore up the 
value chain as its economy matured (manufacturing 1960s and 1970s, financial services 1980s, 
technology 1990s) 

3. a pro-business environment – Educated labor; business is the government’s customer; 
promoting productivity; transforming from efficiency city to innovation nation. 

4. free trade 
5. tight monetary policy 
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6. high savings 

3. Prepare Porter's Diamond for one of Singapore's top industries.  

Porter’s Diamond for Tourism industry 

Factor conditions  
• The very safe environment makes Singapore a great place for tourists. 
• A great location that acts as a door to South Asia area. 
 

Demand conditions 
• The unique European-Asia combination culture attracts tourists from western and 

eastern countries. 
• Singapore plays a central transportation hub in this area.  
• Singapore has strong entertainment industries. 

 
Related and supporting industries 

• Strong Government Supporting  
• Singapore Air line is one of the best rating flights in the world. 
• The stable Singapore dollar is convenient to tourists. 

 
Firm Strategy, Structure, and Rivalry  

• Government organized tourism promotion affairs around the world, such as F-1 racing.  

Malaysian is competing in the tourism industry by providing legal casinos. 

4. Prepare Porter's Diamond for one of Singapore's future growth industries.  

 Factor Conditions: National Science and Technology Board (NSTB) funded scientific research and 
science education heavily as well as providing scholarship for Singaporean to study abroad and come 
back after graduation. 
 

Demand Condition: Some from Singapore’s health-care system. 

 

 Related and Supporting Industries: Government created the new biomedical sciences cluster (BMS) 
that encompasses the pharmaceutical, medical technology, biotechnology, and health-care services 
industries. 

 

 Firm Strategy, Structure and Rivalry: There are many foreign pharmaceutical companies such as 
Merck, Pfizer and Wyeth in the cluster. 

5. What are the issues and barriers to growth?  

• Limited size of the country 
• Small domestic market size (demand) 
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• Cost disadvantage, compared to developing countries 

 

6. Do you approve of Singapore's new strategy for getting the economy growing?  

Lack of land availability, Lack of skilled labor force, Competition from China (companies move to 
China for lower tax and more workers). 

 

7. Please also send links to any key additional resources you used to answer the questions.  

I think the corporate tax and personal income tax cut will likely to boost up foreign investment as 
well as attracting more foreign work force, which can help economy growing. 

 

However, increasing goods and services tax would encourage people to save more, which may reduce 
economic growth. 
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Individually Completed 

Yanpei Chen (Ychen@Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M 
people +/-). 
 
Similarities: 
 
- Ethnically diverse workforce.  
- Skilled workforce.  
- Strong tech sectors & growing biotech sectors.  
- Both doing well.  
- Both supported by high caliber universities.  
- Largely pro-business policies.  
 
Differences:  
 
- Silicon Valley world leader in high tech innovation; Singapore world leader in manufacturing/ship building.  
- Singapore government much more responsive/flexible; Bay Area government subject to local/state/federal 
constraints.  
- Pro-business mindset in Singapore; Bay Area contains population with diverse priorities - environment, 
social welfare, etc.  
- Singapore has import/export barrier to reach large market; Bay Area can reach entire US market without 
barrier.  
- Singapore also world financial center; Bay Area was US West Coast financial center in early 1900s.  
- Manufacturing makes up large fraction of Singapore GDP; Bay Area no longer has heavy manufacturing.  
 
Bottom line: 
 
Singapore is a very competitive city-state, Bay Area is a competitive metropolitan area that's a part of the US 
economy.  
 
 
2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 
 
Good decision to have an export based policy, to overcome lack of resources by focusing on importing stuff, 
put on added value through manufacturing, and then export. Attracts foreign investment and MNCs through 
good infrastructure, efficient government, and skilled workforce. Take advantage of natural harbor to develop 
port and shipping industries.  
 
Business-government relations crucial to Singapore's success. Initial government-owned funds provided 
focused strategic investment. There after responsive and efficient government proved attractive for business. 
Good and responsive macroeconomic policies to set business conditions. Later government-owned funds 
gradually relinquish control and follow a policy of non-interference - also attractive to industry. Recent 
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policies to lower housing prices tries to attract additional business by lowering the cost of living. Government 
operates like a company - accountability and transparency very attractive to business.  
 
 
3. Prepare Porter's Diamond for one of Singapore's top industries. 
 
Shipping/port Industry: 
 
Strategy/Structure/Rivalry: Government priority to constantly upgrade Singapore's port and shipping 
infrastructure. Competition between Singapore's port facilities and facilities in Hong Kong and Shanghai 
compels Singapore to constantly upgrade their facilities.  
 
Demand conditions: Singapore has significant amount of import/export - high demand, since the port is the 
terminus or origin of high volume shipping traffic. Additional traffic use Singapore and port-of-call in the vital 
Malaccas Straits trade route.  
 
Related/supporting industries: Heavy manufacturing sector generates traffic for the port.  
 
Factor conditions: Skilled work-force to operate high tech machinery. Availability of foreign blue-collar labor 
to upgrade facilities.  
 
 
4. Prepare Porter's Diamond for one of Singapore's future growth industries. 
 
Biotech industry: 
 
Strategy/Structure/Rivalry: Government priority growth area. Already building supporting infrastructure for 
future growth. Competition to established biotech centers (e.g. tri-state area in NE United States) and 
emerging centers (e.g. S.F. Bay Area) forces Singapore to play catch up. 
 
Demand conditions: Local population expect high standard of health services. Additional demand through 
medical-tourism, which the government expects to generate significant revenue.  
 
Related/supporting industries: Singapore's universities (education industry) produce skilled workforce. 
Good health care infrastructure (medical industry) generates demand for biotech products.  
 
Factor conditions: Skilled workforce. Readily available government/venture capital. Ability and willingness of 
population to pay for high-end products.  
 
 
5. What are the issues and barriers to growth? 
 
Manufacturing and shipping still remains a large part of the economy. Both will move more and more to Hong 
Kong/Shanghai. Singapore cannot compete against the manufacturing cost in China nor the shipping volume 
there.  
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Singapore's education system creates skilled workers but not skilled innovators. Without more innovation 
Singapore will always remain half a step behind high tech leaders in the U.S.  
 
Singapore's economy is still very much tied to external factors. The impact of Asian economic crisis and the 
tech bubble both demonstrate this. Too much dependence on foreign capital/MNC is strategically unsound.  
 
 
6. Do you approve of Singapore's new strategy for getting the economy growing? 
 
Depends on what Singapore wants.  
 
If they just want to have a good quality of life and carry on their economy then their new strategy is fine. 
Investing in biotech, tax policies that respond to current conditions etc.  
 
If they are more ambitious and want to be a world economic leader, then their strategy is totally wrong. If 
they carry on like this they'll always depend on external conditions. Another Asian economic crisis/tech 
bubble and they'll go into recession for sure. Some MNC move out/move away and they'll get hit.  
 
Two recommendations to build up the internal, self-sustaining strength of the Singapore economy. First, build 
up the financial industry even more, to rival and then eclipse Hong Kong and Tokyo, so Singapore is the 
undisputed financial center in Asian-Pacific, as New York is in Americas and London is in Europe. Singapore 
has the capital, the sound existing financial infrastructure, and the responsive/efficient/accountable 
government to do it. Second, comprehensively reform the educational system, so that Singapore produce 
skilled innovators and leaders instead of just skilled workers. Only then can innovation truly move to 
Singapore, and Singapore can see its native companies rise up, and the dependence on foreign MNC 
decreased. Only when NUS and Nanyang become comparable to UC Berkeley/Stanford or Harvard/Yale can 
Singapore hope to become something resembling Silicon Valley/Wall Street. And only an authoritarian 
government like Singapore's has the political will and popular support to achieve such long term strategic 
visions.  
 
Personally I won't recommend the following because it will hurt business, but if Singapore wants to be even 
more ambitious and become a global player, then they can leverage their highly trained and equipped defense 
forces to launch themselves onto the geopolitical stage. Their defense forces can join multi-national peace 
keeping or disaster relief efforts, or form an influential part of any multi-national intervention in global hot-
spots. They face no immediate defense threats since their culture incorporates that of their neighbors in 
Malaysia/Indonesia/Philippines/China. And their defense forces has absolute technology superiority in the 
region. Thus they are free to pursue this approach. The cost is that Singapore would start annoying other 
countries and loose their neutrality and hence business could be hurt.  
 
 
7. Please also send links to any key additional resources you used to answer the questions. 
 
Wikipedia entries for Singapore, Economy of Singapore, Bay Area, San Francisco, Oakland, and San Jose. 
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Individually Completed 

Yilun Hu (Hylunlun@Berkeley.Edu) 
 
1. Compare and contrast the economy of Singapore (4M people+/-) to the economy of the Bay area (6M people 
+/-).  

(a) Pretty similar population structure: in 2005 Singapore has age between 0-24(work force supply), 32.4% 
of total population, versus 32.1% in Bay Area. It has age 45- 65(work force demand), 38% of total population, 
versus 37% in Bay Area. In 20 years, both economies will have similar work force demand as the 45+ age 
workers are exiting the workforce. Both are having similar work force gap as the supply are around 32%, 
about 5% shortage of the demand. 

(b) Bay Area’s economy is 10 times larger than Singapore’s. Bay Area has 21 out of the Forbes 1000 Global 
companies, versus Singapore’s 8. Total sales for these companies in Bay area are $671B vs. Singapore’s 57B. 

(c) Bay Area is not as business friendly as Singapore, which has to deal with high tax, high labor cost, and 
overused infrastructure. Singapore offers much cheap environment for business and has a significant cost 
advantage over other regions. 

But given its spirit of innovation and risk taking, Bay Area still draws world-class people to start business. 

(d) High productivity in Bay Area is supported by high rate of population earned college degree (42% in 
2008). Singapore also addresses its focus on improving the Singaporean’s innovation mind set by promoting 
all kinds of education to build its scientific knowledge base. 

(e) Both economies have a significant investment in biotech. Pharmaceuticals now account more than 16% of 
Singapore’s manufacturing production. In Bay Area 820 life science companies employ 85,000 people and 
have a collective market cap of more than $140 B. 

2. How do you explain Singapore's economic performance since 1965? How, in particular, have business-
government relations contributed? 

Singapore’s economic performance is closely related to its shift in the industrial focus over the years. In 
1960s, Singapore was labor intensive producing import substation and low value added products, like sugar, 
TV, soap, beer, construction steel, and car assembly.  

In 1970s, its economy shifted to export oriented, medium value added, and semi-skilled, semi-automated 
products like consumer electronics, semiconductor assembly, textile, and oil equipment and services. In 1980, 
the economy was fully embracing the value added, highly skilled, and technology intensive, highly automated 
industries. The service industrial became engine of growth. It produced electronics, IC testing, automotive, 
aerospace, and precision engineering components, fine chemical, petro-chemicals, pharmaceutical and 
medical devices. In late 1990s and 2000s, Singapore shifted further to very high value added technology, 
knowledge based manufacturing and services. IC design, wafer fabrication, biotech, info communication, 
logistics, and others. As one can tell, to keep its competitive position, the government has been seeking to 
promote higher value added manufacturing and services throughout the time. These actions together with its 
business friendly policies explain the impressive performance of its economy since 1960s.  The business 
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friendly policy has been consistent and very supportive for a long time since Lee became the prime minister 
for over 30 years. The government intervention was kept at minimum. 

3. Prepare Porter's Diamond for one of Singapore's top industries. 

Bio Tech Industry: 

• Factor Conditions: Need the next wave of higher value added industries in Singapore, highly skilled worker, 
strong research and innovation capability, lead in skills and infrastructure. 

• Demand Conditions: Relatively lower cost than the U.S counterparts, strong research abilities. 

• Related & Supporting Industries and Firm Strategy: business friendly policy, government sponsored oversea 
study for PhD, firm more than just manufacturing, 

Biopolis(the latest infrastructure initiative to bring together public and private sector research operations to 
bridge the gap), bio investments, infrastructure investments. 

• Structure & Rivalry: China mass production, weak US economy, shortage of human capital and natural 
resources, neighbors catching up and rising power.  

4. Prepare Porter's Diamond for one of Singapore's future growth industries. 

High precision engineering industry 

• Factor Conditions: highly skilled worker, strong research and innovation capability, lead in skills and 
infrastructure, not available in developing countries like China. 

• Demand Conditions: Gateway for Japan and other developed countries, manufacturing core sector in 
Singapore economy, the best in the world  

• Related & Supporting Industries and Firm Strategy: This is actually a supporting industry to many of the 
others in Singapore, as it’s the backbone of the Singapore economy. 

• Structure & Rivalry: lower cost and more land in China and other neighboring countries is always the 
biggest challenge to Singapore 

5. What are the issues and barriers to growth? 

• Lack of human and land resources, small population 

• Low cost of neighboring countries, such as China 

• Undercut its competitive advantages by China, India, and Indonesia. 

• Technology innovation, global positioning in the future economy 

6. Do you approve of Singapore's new strategy for getting the economy growing? 

I think the country is on the right track. Plus, they should become a more knowledge intensive country. They 
need to decide whether to go for “a node in global economy”, or choose to increase their ties to the South-East 
Asia’s economy.  
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7. Please also send links to any key additional resources you used to answer the questions. 

References: 

1. Bay Area Economic Institute “Sustaining the Bay Area’s Competitiveness in a 

Globalizing World” April 2008 http://www.bayeconfor.org/keypub.html#EANAL 

2. Singapore Economic Development Board www.edb.gov.sg 

 

http://www.bayeconfor.org/keypub.html#EANAL�
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Did not complete assignment 

Zishan Khan (Zishan_Khan@Mba.Berkeley.Edu) 
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