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GLCs have the muscle to build external wing: DPM Mr Lee rebuts critics, saying GLCs have key role in S'pore's growth

By Chuang Peck Ming

(SINGAPORE) In a thorough and robust defence of government-linked companies (GLCs), Deputy Prime Minister Lee Hsien Loong maintained in Parliament yesterday that GLCs have a key role to play in the Singapore economy - especially in helping to build an external wing.

He noted that there are few non-GLCs with the size, organisational strength and technological depth of Singapore Telecoms, Singapore Airlines, Singapore Technologies and PSA Corp.

'We can argue whether, had the government not built up these companies, more non-government private enterprise would have grown, and the Singapore economy would have been more dynamic and entrepreneurial. But the government decided on a strategy, and it worked,' he told the House. 'Now that the GLCs have been created, the government has a responsibility to ensure they are well run, grow their businesses, and contribute to the economy,' he added.

Then came the punchline aimed at the critics of GLCs: 'This may mean tougher competition for the non-GLCs. But so long as the competition is fair, that is good for the economy, and for Singaporeans.'

DPM Lee, who is also Minister for Finance, addressed each of the complaints made by MPs in a two-day debate on the new Temasek Charter that spells out the future role of GLCs. The Minister for Finance Incorporated is the sole government shareholder of Temasek Holdings.

He noted at the outset that the value-added of Temasek companies accounted for 13 per cent of Singapore gross domestic product (GDP). With the government proper accounting for another 9 per cent of GDP, the non-GLC private sector - local companies and multinationals - make up 78 per cent of GDP.

'Our objective is to expand the overall pie. That means expanding the productive part of the economy, i.e. the sum of both the GLCs and non-GLCs, while keeping the government share as small as possible.'

But he took issue with Leong Horn Kee (Bishan-Toa Payoh GRC) who moved the motion of debate on the GLCs. Mr Leong had said that 'bliss to a businessman is a business world without GLCs because there would be less competition and more room for the local businessman to build up his business'.

Saying Mr Leong was 'sadly mistaken', he said local businessmen will not necessarily have an easier time if they have no GLCs to contend with. 'If they were not competing against GLCs, they would still be competing against powerful MNCs, or large local companies in private hands.'

And even if competition is reduced - which is what Mr Leong is really seeking, he said - the result would be a less competitive local private sector, and fewer choices for consumers. This is undesirable.

'It's far better to have keen competition in Singapore to build strong SMEs which are internationally competitive,' Mr Lee said.

In his view, both GLCs and SMEs have roles to play in growing the Singapore economy. And the issue is not so much managing the competition between big and small companies in the home market, but encouraging them to team up to compete internationally.

But Mr Lee gave the assurance that the government will sell off GLCs - mostly the smaller ones - that do not have strategic value or the makings of an international player.

'We will restructure the GLCs, we will sell off pieces which do not fit,' he said.
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'We will consider mergers and acquisitions which make business and commercial sense. That is the way to make the most of a valuable asset, and to realise the full value of the GLCs that we have built up.'

He also rebutted backbenchers' call for curbs on the proliferation of GLCs.

While there is a less need now, the government will still move into new businesses that are exceptionally risky or have long gestation periods - businesses the private sector shuns.

Mr Lee pointed out that for publicly-listed GLCs, in particular, the government cannot, from a legal and policy point of view, forbid them from entering new businesses.

'The decision is for the respective board of directors to take. The board must act in the interests of all shareholders, including the minority shareholders,' he said.

Contrary to the claim made by Mr Leong, Mr Lee said the government has divested more GLCs than the 41 recommended in the 1987 Michael Fam privatisation committee's report. Mr Leong had said that only two thirds of the 41 GLCs have been divested completely or partially.

'True, but we have also divested some 30 GLCs not listed in the Michael Fam report. Overall, some 60 Temasek companies have been completely or partially since the mid-80s,' Mr Lee said.

But the divestment of GLCs must be done at the right time and at a fair price, and in a way that will not unsettle the market and upset the proper management of the GLCs after the sell-off. It would thus be unwise to publish a list of GLCs that are to be sold and fix a timeframe for divestment. 'The act itself would depress values, alarm customers, demoralise employees and cause viable businesses to run to seed,' he said.

Rebutting other charges by backbenchers, Mr Lee maintained that the GLCs are performing well and are efficiently run. 'Over the long term, GLCs have amply returned the government's initial investment,' he said. And they are not bestowed with special privileges, nor do they enjoy cheap and easy fundings. GLCs also do not have the inside track or engage in unfair market practices, according Mr Lee.
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