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Re-examine role of MNCs too Clearer picture of multinationals vis-a-vis local firms could help avoid a GLC-type scenario
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AS debate rages over GLCs, TLCs and NLCs, let's not forget that other group of corporations that, perhaps no less equally, have helped to shape Singapore's economy - the MNCs.

The ground started shifting under the government-linked companies - most notably the Temasek Corp-linked powerhouses (TLCs), but also the NTUC- and Singapore Labour Foundation-linked 'workers' GLCs' (NLCs) and the spin-offs of statutory boards - in May. That's when the influential Entrepreneurship and Internationalisation Sub-Committee set off corporate tremors with its landmark recommendations on the role of government in business. If the Parliament debate of the past two days was any indication, this is only the beginning of a sea change.

Even as business people and policy-makers seek to fashion a consensus over new roles and directions for government-linked companies, it may be timely to also re-examine the role of multinational corporations in Singapore.

There's no question that MNCs have played a major part in creating national wealth and moulding generations of capable, often world-beating, workers and entrepreneurs. It has worked both ways, of course. In the vulnerable days following Independence, this fledgling island-nation needed to create jobs fast. So it provided cheap labour, and gave the Hewlett-Packards and IBMs and Seagates a strategic location from which to penetrate the South-east Asian market. Both sides gained from the deal.

Then, as the economic and political system began to meld, multinationals benefited from major infrastructure improvements, an increasingly educated workforce and an efficient bureaucracy, and upgraded to higher value-added and more profitable operations. That, of course, meant valuable new investment and better-paying work opportunities for local workers, in a virtuous spiral.

The model is obviously oversimplified but it serves to bring out a couple of important points. First, the relationship has been symbiotic rather than parasitic. Each side pursued its own best interests: investment, jobs and improved economic prospects on the part of the home team; stable and efficient work conditions and the ability to keep making profits on the part of the visitors. Then, over time, each side raised the technology stakes - Singapore out of necessity, because of its small population and inevitably rising costs; the multinationals because the more wired and higher-tech environment allowed their Singapore operations to move up the value-added ladder.

It's also clear that the domestic market was never a primary incentive for the MNC to locate or reinvest here. The main markets were elsewhere, but Singapore stayed relevant as a production, administrative and service hub because it was able to keep moving up the value-added chain. A lesson here, surely, for our GLCs.

We're now witnessing the next stage of this evolution play out. And in one way, nothing has changed. Singapore still has to raise the technology bar - it has to keep enhancing the e-government and e-commerce infrastructure, for instance, and continue building the kind of environment that will attract the best research scientists.

The difference, highlighted by the GLC debate, is that small players are now more willing to stand up in the face of perceived unfair treatment or competition. Could MNCs - such as those in the beleaguered infocomm sector facing pressure to reduce their workforce or compete more aggressively in the local market, but also in the relatively new biotech sector with its large pharmaceutical multinationals and many smaller, struggling local companies - begin to experience a similar backlash?

There is an easy way to avoid such a scenario. Moves are now afoot to draw up 'rules of engagement' that ensure that GLCs do not have an unfair advantage over their other private sector counterparts. Just rejig the rules to include MNCs.

The writer is BT's Technology Editor
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