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Globalization and Its Discontents

The textbook case on benefits of international trade based on comparative economic
advantage overestimated the efficiency of the market pricing mechanism and
underestimated the inequitable efficacy of market forces.

The fundamental flaws of the textbook case are due to unrealistic assumption on
flexible labour market adjustment between manufacturing and services industries
and the inability to recognize challenges from rapid technological progress to the
workforce.

As the economy goes through restructuring, inertia adjustment within the labour
market and failure to cope with rapid skill obsolescence have resulted in double
mismatches in terms of job-type created and relevant market skills required which
In turn led to worsening income disparity and rising structural unemployment
for both between and within developed and developing economies.

Such unhappy outcomes, verified by empirical evidences in the US and beginning to
be felt in China, have led to inward looking rising protectionist sentiment and
resistance to mobility of workers which has resulted in uncertainty over further
progress of globalization and greater regional integration. 3
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Mitigating Discontents of globalization

Pursuing consistent economic growth and employment creation remained the most
sustainable way of overcoming income disparity where government should play a
pivotal role in provision of efficient and affordable of public services including
education, healthcare, housing and public transport.

In order to build an inclusive society, rendering living environment liveable,
ensuring affordable cost of living for ordinary residents, improving ease-of-doing
business for SMEs very much hinged upon the effective role of the government and
not leaving to market forces alone.

Given the inflexible labour market adjustment and challenges from rapid
technological change, resources needed for economic restructuring and
rebalancing across sector ought to be considered sooner rather than later as part of
the trade-oriented strategy where diversified development remained paramount.

As sentiment is increasingly pessimistic towards multi-lateral and regional free-trade
agreements, trade and investment would continue to prevail at least at bi-directional
level, G to G initiatives for sub-national economic development, public-private
participation in local infrastructure investment and project-specific engagements.
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Information Gaps for SMEs: Issues at stake

Small and medium enterprises (SMEs) tend to account for more than
half of the total employment in most economies, both developed or
developing, and yet it typically contributed to only about one-third of
the gross domestic product.

Low productivity, inefficient management and lack of competitiveness
for most SMEs are generally acknowledged, but firm-level data
constraints have led to difficulty in undertaking systematic analysis.
Non-level playing field from multi-national corporations (MNCs)
exacerbated by adverse financial environment can restrain business
innovation, capacity expansion and internationalization.

Thus understanding strengths and weaknesses of SMEs across
economies are paramount to formulate business strategies and
evaluate synergies amongst companies at both macro and micro level.
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Potential Evidence-Based Research Areas: Interests of
MNCs

In view of the intrinsic importance of firm-level competitiveness in
terms of productivity, efficiency, governance and internationalization,
the prime objective of the proposed research program is to develop a
micro-based firm level competitiveness analysis In the context of
globalisation, mobility of economic activities and blurring of borders.
An evidence-based assessment of determinants and dynamics of
firm-level competitiveness is paramount for building a solid
foundation for policy makers to make adjustments and prepare their
industries for an increasingly competitive regional economic
landscape.

There are a series of pertinent policy issues or implications which
could be examined under the proposed evidence-base assessment of
firms’ behaviors and performances in the Asian CompNet
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Potential Evidence-Based Research Areas

Areas of policy-relevant research would include the impact of exchange rate
devaluation to firm size, firm-level total factor productivity and export
performances. ldentify reasons between labor cost and productivity dynamics as
well as nexus of profitability and productivity distribution amongst firms, and it is
also critical to understand how is productivity related to credit constraints?

It is paramount to verify vulnerability of productivity amongst export-oriented
firms in face of macroeconomic shocks and firms’ size class dynamics size in the
period of crisis and recovery. It is most useful to understand possible impacts and
determinants of capital and labor misallocation and factor reallocation. It is also
interesting to understand key differences in ability to adopt or invent new
technology amongst firms.

It is most important to understand also the role of intra-industry and inter-
industry global value chain integration for climbing up the income ladder as their
impact differ in manufacturing versus services sectors.
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Related Background X E &

* The economic literature has long recognised that it is paramount to not only look at
macroeconomic factors to devise policies for improving an economy’s
competitiveness but also to examine the performances of local firms, particularly
small- and medium-sized enterprises (SMEs), that underpin sectoral and, ultimately,
national competitiveness.

2ot SCERIN N, IS A T IR B ORI SR T RN A TR e - I BURIE R
A 56 SCHE T ] M B K5 Ay B Aok, JeH R A DIk S, 3 R R L

* In Singapore, the 180,000 local SMEs account for 99% of the enterprises and
contribute nearly half of the GDP while employing 70% of the workforce.

itk 180, 0001 /NI A 5 HE 43 A F199%, T HL5a R 1 1 50%KIGDPAS 4,  [F]
AR T 7T0%M 55 30 /7.

* SMEs thus play a significant role in shaping the future economic development
trajectory of Singapore and sustaining the country’s competitiveness as global
competition intensifies.

Kt fERERGESAWEILZ bR, oAV AE TR BT INBOR R4 5 & e U7 /) BA K
AEFF H K TS TR 2] 725 R R EREM
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Related Background X E &

* Nonetheless, challenges abound for Singapore’s SMEs to improve their productivity and
efficiency.

SR T INIR AR /N T ARV AE e T A 7 SRR T T M B ik o

* Government-linked companies (GLCs) and multinational corporations (MNCs) employ

the majority of high-quality labour force, rendering shortage of high-quality labour for
SMEs.

BRI m) i [ 22 =) el 1 R 2 H0R R R 557 3 71, i3 80 /N 4olb e i
55 Bl JIHIRE R o

* Facing with a deficit of high-quality human capital, SMEs often fail to organise their
production and operations in an efficient and systematic fashion, which results in low
productivity.

Il & i N DB AR A SR, A2 E IRR A A R RGN AT AEE, N

RS QT V= <X 0 i3

» Consequently, Singapore’s success with GLCs has not translated into indigenous growth
and development of the SME sector.

25 %, HUINIBUR H 5 23 5] B RTH B 7 R v /NS A b 1 A i 5 K Jé o
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Related Backgroundfix &=

* Singapore’s SMEs are also caught in a vicious cycle of market failure:

HTINIE A /NS b3 T s T 37 RIS IR 2

» When the market is good, SMEs allocate the majority of their resources to
production, rendering low investment in training of labour.

FETT 3R BT IS LT, NI KA T R I BT47, 9
ST 352 SRR

» When the market is bad, SMEs lack funds to upgrade human capital.

FENT AR, TNV ERZ B ERTE RN B4

11
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* The government therefore has to step in to correct such market failure through:

BT (] b 26230 3R B e 24 IE IX A T 37 2R UL

(i) subsidising the costs of employee training (for instance, the SkillsFuture
scheme), and

FMER TEI[RIEA (B1a0: BRER D)

(i) bridging the information gap in finding market niches and business partners,

thereby mitigating the costs of acquiring information for SMEs and creating the
necessary synergy for growth.

Mk MESHiZER OBk F A EMERIEE, Rt ER/NEPIIRSE
REIRA, #EIE T BHEAMBKIDRE1E

* In doing so, the government will open the door for SMEs to follow the footsteps of
GLGCs.

Ak, BRFZEAR/PMEPIEEBFEX AETHAEZ T,

12
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Research ObjectivesHf 7T H 5

* The objectives of Asia Competitiveness Institute (ACl)’s research project on SMEs’
Productivity Tracking and Efficiency Monitoring (PTEM) Index are fivefold:

WM ZE S ik ST N R Al AR 7 SR M ISR SR AT H A LR AT H A

(i) To facilitate the information acquisition process for SMEs,
fapfe N AL AE S SR AT IR Y,

(i) To enable SMEs to identify their relative strengths and weaknesses through
competitiveness rankings and simulation analysis,

I 38 5 IR AL A s N R ARV AR B E TR AR LA 5 2555

(iii) With the results of the study, ACI will engage industry experts to provide
customised consultation as to how SMEs can enhance their strengths and minimise
their weaknesses,

A X EER TR, M ZE S AWt TR 5 Tolk % 8 — i fR Aok T/l 4
MR FET LS AR S5 55 i & AL AR 55

13
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Research ObjectivesHff 7% H #5

(iv) To assist the Workforce Development Agency (WDA) in designing training
courses which are better suited to SMEs’ needs,

5 B 97 3l 73 8 SR B BEINAT & A /N b 75 SR A IR AR,

(V) To conduct cross-country benchmarking and comparison with SMEs in other
Asian economies,

VI A 2 A4 B A /N RS A 15 37 8 [ R A I 3R AT BRI 7

14
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SMEs’ Productivity Tracking and Efficiency Monitoring (PTEM)
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SMEs’ PTEM Index: Theoretical Framework
RN A A = 2R B W R 3R 45 4 BRIBHE LR

aNUS

I. Indicators for Financial and Business Statistics (19 Indicators)
sR SRSt RISE TR (194
I.1 Operating Business Activities 2 & 15 3]] 1.2 Financing and Investing Activities Bl % fI# 515 3)
1.1.01 Sales Turnover E AR 1.2.01 Current Ratio Jfizftb &
1.1.02 Earnings before Taxes (EBT) FiAil& 1.2.02 Debt to Asset Ratio {H53 R L3E
1.1.03 Operating Profit E\ I Fllj[H 1.2.03 Capital Intensity A% EE
Earnings before Interests, Taxes, Depreciation and
1.1.04 | Amortisation (EBITDA) Rit#| 8. Filn. #TIHXEHE | 1.2.04 |Investment/Retained Earnings Ratio %55 B 7 Uk &% tL 2
T AT & F
1.1.05 Annual Turnover Growth Rate &\ ER I8 1.2.05 Free Cash Flow to Firm B BHIERAN A
. = 1ISE: S
1.1.06 Annual Operating Proﬁttg:ic:wth Rate FE AR 1.2.06 Return on Asset #57=[E]3#z 2
1.1.07 Profit Margin F[jE3& 1.2.07 Return on Equity B ZAR[EIHR 3R
1.1.08 |Accounts Receivable Turnover Ratio WY& MKFRE4E3| 1.2.08 Interest Coverage Ratio FI| B {RIEE2L
1.1.09 Accounts Payable Turnover Ratio W { TR & 553
1.1.10 Sales per Dollar of Capital — JTEEARBIHE
111 Profit to Value-Added Ratio FIjHIZ(EZR
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SMES’ PTEM |naex: | Heoretlcal Framework

o Nl A 772

R 5 o i3 3 5 . BB AHE AR

BINUS
95 st

2. Indicators for Human Capital, Manpower Investment and Productivity (21 Indicators)

AN RBEEREERRSEHER (21149

2.1 Human Resource Conditions and 2.2 Manpower Investment 2.3 Productivity
Policies A /7 U3 15 UL 5 UK NI PEBHE G SV
Employees Average‘Years of Staﬁ;'ll' urrlczver: I'Rate AnnualYalie-Addedipe ianien
2.1.01 Formal Education 2.2.01 AT ERNE 2.3.01 S EEANT AMBIE
RIEHHEER -
Part-time Employees/Total
21.02 Workforce 2902 Average Length of Employee Service 23.02 Annual Value-Added Growth
| smRIsARELE | T AT TR 3 2 ERERK
21.03 Existence of HR Department 2903 Talent Recruitment and Retention 23.03 Annual Turnover per Worker
o N ZERIANEE? - Scheme AFBEESRB X s A EYRA
2 1.04 Labour Dispute Cases 2904 Career Development Plans 23.04 Labour Cost per Employee
. G EACACAY ki - Bl R R - B8 RTHSSHMA
2.1.05 Cases of Workplace Accidents 29,05 Manpoin'PI:r\‘/j:ctun::nt/Total 2.3.05 Labour Cost to Sales
B I I 1f— o/20 o . * 25 7 \'g 3724
it ANERB AR T Gy
21.06 Annual Performance Evaluation 29.06 Skills Upgrading Subsidies Received 23.06 Labour Cost Competitiveness
i FESBITA i IRIFHREER FHAMNG " GRIRARFH
2107 Employee Reward System 2307 Annual Capital Productivity
_ RITERHIE S SERAEFTE
23.08 Total Factor Productivity
b LEREFTER
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SMEs’ PTEM Index: Theoretical Framework
FR/NBY Al A FE R 5 ISR IR BB AE 2R

3. Indicators for Internationalisation, Marketing, Branding and Innovation (17 Indicators)

Hbrie, BEH, BEEHSEFRSSHER Q749

3.1 Internationalisation[E /Rt

3.2 Marketing’ & i

Overseas Revenue/Total Revenue

Marketing Team Size &M'E$EHIBAHIFNAE

.1.01 R 3.2.01
- BIMEA AL B
3.1.02 Overseas Market Presence ;@49\ fiigFEE 3.2.02 Marketlngéggeinxgggaﬁt%pendlture
Targeted Overseas Market Presence
3.1.03 B TIZFEBR 3.2.03 Physical Marketing Channels ¥)[fR&HE 18
3.1.04 Overseas Investment by Firm &)@ %55 3.2.04 Online Marketing Channels MR E{EE &
3105 |Overseas/Local Management Staff Ratio B EARME
o HELE
3.3 Branding i 2 55 3.4 Innovation &7
330 Company Brand Value 1\l & iEMME 340 R&D Expenditure/Total Expenditure /& X HR X H L E
. O p@ B
3.3.02 Branding Strategy & hi ikt 3.4.02 Staff Innovation Incentive B T HE#FHIZE
3.3.03 Brand Diversity fnh# 2814 3.4.03 Innovation Awards Received K75 R F #TiZ
3.3.04 Brand Positioning Statement & h# € {3 Bt 3.4.04 Patents Granted K1 HIEZ F
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SMEs’ PTEM Index: Theoretical Framework
/B E R S IR EICIESR

4. Indicators for Corporate Governance, Management and Execution (22 Indicators)

ARG BEEELTRSERER (22149

4.1 Corporate Governance

AR

4.2 Management Policies

B REUR

4.3 Leadership and Execution Power

S 55T

lllegal Activities Reported

Vision and Mission Statements

Succession Planning

4.1.01 (Fraud, Theft, etc.) 4201 N = o 4.3.01 o e
BIRSHELE (R, H%) EERRREmE N
International Accounting and Audit International Organisation for Average]lenahioHaa T oo

4.1.02 Standards 4.2.02 Standardisation (ISO) Certification 4.3.02 Management & 2 15 R 42 11

Efr=it, B AN EIbRT A L L) 2 BT RIS

4.1.03 Presence of Code of Ethics 4203 Flexible Working Arrangements 43.03 Delegation of Authority

- HAEEHE - RIEH TERBE ~ NATK
Employers’ Pledge o_f Fair Annual Business Plan and Budget Entrepreneurship Awards Received
4.1.04 Employment Practices 4.2.04 RS2 IR 4.3.04 SEERIBIIE
EE AT RS Tk s
o 10s Mechanlsrr;::trlgnmt:g:al Dispute 42.05 Existence of a Iﬁensedﬁlrﬁa\rnal 43.05 Regul'a_tzglaniiemenll‘"l?etings
O 4 5 2 S AT ] Auditor i &8N ERERTT EHMEERRRIN
S epa I o ccoun Attrition Rate for Poor Performers
4.1.06 | Whistle-blowing Policy Z5RIEk | 4.2.06 |and CFO BEEHITESERUSE | 4.3.06 e
B NET KM ERITIRERE
|Eﬂmﬂ'ﬂm"]ﬂ =
Filing of Financial Statements with Presence of a Well-Defined Corporate Setting KPIs for Performance Trackin
4.1.07 | ACRA AIEItELIWEHIBEIR | 4.2.07 Structure 4.3.07 S g By _§EFH:F'|'$AE'EEE?§
iR i A A E) 2 HE e Nl i
4108 Engagement of External Auditors

RS ERER )
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Methodology — Standardised Score
Jiike -t e

Original Value([f{H) — Mean (F£#{E)

Standardised value (; = —=
andardised value (frAEE(R) Standard Deviation (FrHERZE)

Average (FF15) IR
Below Average (& F 1) : . Above Average (BT 1)

| >
Zero (0);% Positive (+)IE§5[

Negative (-) Ta%k

A relative comparison of performance between one firm and the
average firm E2 8 54T F K F 2 BV ERr94E X LR
* No unit of measurement required RAER =8N

e Equal weights for each environment B 53IFNE

20
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Methodology - ‘What-if’ Simulation /7 751815 57 #7
.

Sort the indicators (}§%R) for each firm * Not a beauty contest RBIEELLER
m = Scores matter more than ranks 733§ tt.
| Indicator A Highest for firm HIE% Eg
2 Indfcator 8 Higher score = See improvement in scores and ranks
—— t 753 $U5 B T B B At
4 Indicator D
5 Indicator E * Even if ranks remain unchanged, scores
do improve BfEEHE& XL, 7 #E
2. 3. 4,
- Jielft |dentify Raise their Recalculate rankings
76 Indicator W top 20% scores to 0 with scores for other
77 Indicator X v weakest (zero) if lower firms remaining
— A Lower score indicators  than zero constant

79 Indi y4 L for fi E20%E RN TE, HoAh N TR ARER,
ndicator owest for firm %E"]Tﬁ*ﬂ? #%ﬁ\ﬁ%%% [J TE?‘E%%&E%}T%IF%

.?
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Thank you!
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