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LABOUR ABSORPTION IN HONG KONG AND SINGAPORE
SINCE 1970

By Pang Eng Fong and Ong Nai Pew*

Based on census data, this paper traces the labour absorption pattern in
the city-economies of Hong Kong and Singapore since the early 1970s to the
early 1980s. Among the similarities highlighted are the export-led growth in the
1970s, the shift towards higher valued activities, the simultaneous expansion of
the labor force and employment, an unprecedented increase in female labor
force inflow, the more efficient use of manpower due to rapid output growth,
and the preponderance of the more export-oriented manufacturing industries
contributing the bulk of new jobs,

On the other hand, one significant difference in this sectoral patterns of
labor absorption is that, compared to Singapore, Hong Kong’s ratio of employ-
ment growth to output was higher in commerce and lower in manufacturing due
to the greater supply-induced employment-creation, The higher labor absorp-
tion rate in Singapore manufacturing relative to that of Hong Kong is most like-
ly because of the greater influence of the former’s government on the labor
market as well as the influx of labor intensive foreign manufacturing firms,

The paper notes the increasing similarity in the early 1980s between the
the two economies as well as the increasing convergence of government per-
ception of its role in both city-economies,

1. Introduction

Two studies (Chau, 1976; Koh and Clark, 1976) have analysed
labour absorption in Hong Kong and Singapore from the 1950s to
the early 1970s, a period during which both city-economies grew
rapidly and reached full employment as a result of successful export-
led labour-intensive industrialisation. Hong Kong, which began in-
dustrialising in the early 1950s with capital, skills and entrepreneur-
ship that refugees brought with them from China, first experienced
rising wages and labour scarcity in the early 1960s, Starting a decade
after Hong Kong on a similar export-oriented industrialisation path,
independent Singapore achieved full employment in the early 1970s
despite the British military pullout in 1968 which intensified the un-
employment problem caused by a stagnating entrepot and rapid
population growth. Singapore’s manufacturing expansion, unlike that
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of Hong Kong, was led by foreign firms and the state, and not by
local entrepreneurs. In both cities, initial conditions — a small domes-
tic market, abundant labour (and industrial skills in the case of Hong
Kong), the availability of supporting port, banking and telecommuni-
cation services — favoured the shift from entrepot and domestically-
oriented activities to labour-intensive export-oriented manufacturing.
But these conditions would not have brought about rapid indus-
trialisation had internal policies that promoted stability and efficien-
cy, and favourable external circumstances including a liberal inter-
national trading system in the 1960s not also been present. The poli-
cies and circumstances that contributed to the economic transforma-
tion of both cities from labour-surplus to labour-scarce economies
are well documented (Chau, 1976; Youngson, 1983; Lee, 1984; Pang
and Tsao, 1984). However, the pattern of labour absorption in both
city-economies since the early 1970s has not received the same at-
tention. Drawing on mainly census data, this paper seeks to fill this
gap — it updates the story of labour absorption in both cities to the
early 1980s, highlighting important similarities and differences be-
tween the two city-economies.

2., Singapore: Labour Force, Employment
and Unemployment Trends Since 1970

2.1. Population and Labour Force Changes

After rapid declines in the 1960s and early 1970s, Singapore’s
population growth rate stabilized at around 1.2 per cent in the late
1970s (Table 1). The island’s labour force in the age group 15-64,
however, grew much more rapidly, averaging 4.4 per cent a year
between census year 1970 and census year 1980. The influx of non-
permanent immigrant workers (of which there were nearly 80,000
in 1980 compared with 20,000 in 1970), and the entry of large num-
bers of increasingly better-educated young women into the labour
market in response to job opportunities created by rapid economic
growth were the two key factors that accounted for the high rate of
labour force growth. In 1980, women represented over a third of
the labour force compared with just over a quarter in 1970; their
participation rate rose nearly 16 percentage points to 47.2 per cent
between 1970 and 1980, raising the aggregate participation rate from
57.7 per cent in 1970 to 66.2 per cent in 1980. Unlike the participa-
tion rate for women, that for men rose only marginally from 84.2
per cent to 84.7 per cent during the intercensal period. Several fac-
tors account for the relative stability of the participation rate of men

during a period of rapid change. The rate for men was high to begin
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with, and in consequence, the scope for significant increases was
much less compared with that for women. Rising living standards and
increased life expectancy mean more men can afford to retire —a
trend that lowers the participation rate of older men. Also helping
to decrease the male participation rate is the trend towards more
years of full-time schooling for young men, a trend that was facil-
itated by increased availability of schooling opportunities and re-
inforced by rising demand for educational gqualifications.

Reflecting the expansion in educational and training opportuni-
ties since the early 1960s, Singapore’s labour force became increas-
ingly better educated in the 1970s. As Table 2 shows, the proportion
of the labour force with less than secondary schooling fell nearly 11
percentage points to 72.6 per cent between 1970 and 1980 while the
proportion with secondary education rose from 13.8 per cent to 23.8
per cent in the same period. Women in the labour force are on the
average better educated than men in the labour force — nearly a third
of the economically active women have at least secondary schooling
compared to less than a quarter among men. This difference arises
because better-educated women are more likely to seek market work
than- women with little or no education, a fact that raises the average
level of education among economically active women relative to that
of the general female working-age population. In contrast to women,
working-age men with few exceptions and regardless of their educa-
tional attainment must enter the job market. Consequently, the
average educational level of economically active men does not differ
much from that of all working-age men.

Table 2 — Singapore: Economically Active Persons by Highest Qualification
and Sex, 1970 and 1980
(in percentage terms)

1970 Census 1980 Census
Highest Qualification Total Male Female Total Male Female
Total (Persons) 68,313 50,776 17,537 1,115958 730,606 385,352
(%) 100.0 100.0 100.0 100.0 100.0 100.0
Below Secondary 83.5 85.8 76.9 72.6 75.3 67.6
Secondary /Upper
13.8 11,4 21.0 23.8 20.8 29.6
Textiary 2.3 2.4 1.8 3.6 3.9 2.8
Not Stated 0.4 0.4 0.3 o i s

Source: Singapore, Department of Statistics, Economic & Social Statistics Singapore
1960-1982 (Singapore: Singapore National Printers, 1983), p. 36.




2.2. Unemployment Patterns

Despite rapid labour force growth in the 1970s, unemployment
did not worsen. On the contrary, the fast-growing economy created
enough jobs to reduce the unemployment rate from a high of 10.4
per cent in 1970 to 3.5 per cent in 1980. The decline in unemploy-
ment rate is, however, not as sharp as the figures suggest; the 1970
count of unemployed workers includes 31,000 persons who did not
take active steps to look for work. If these persons were treated as
economically inactive, the adjusted unemployment rate for 1970
would be 6 per cent (Koh and Clark, p. 320). By 1974, sustained
expansion of the labour-intensive manufacturing and services sectors
had brought the unemployment rate below 4 per cent. The world
recession in the mid-1970s broke Singapore’s growth path and raised
unemployment to 4.6 per cent in 1976. In the late 1970s, as a result
of quickening economic growth, the unemployment rate fell steadily,
reaching a low of 3.4 per cent in 1979. The decline in unemployment
rate has continued in the 1980s. In 1984, the rate was 2.6 per cent.

The large increase in job opportunities in the 1970s greatly
changed the structure of unemployment. In 1970, unemployment
was concentrated among the young: half of the unemployed were
new labour market entrants below 20 years of age and less than half
had previous work experience (Table 3).

In 1980, less than a quarter of the job-seekers were below 20
years of age, and most of them were women entering the job market
for the first time. Over four-fifths had previous work experience
compared with less than half in 1970. Unemployed men were
concentrated in the 20-24 age group which included many newly
discharged national servicemen looking for civilian jobs, and in the
over-30 age group which included mostly workers looking for better
jobs. In contrast to 1970 when over half the unemployed had at least
secondary education, most of the unemployed in 1980 had no
formal schooling or only primary education, a fact that suggests that
workers with little education have not benefited as much as those
with at least secondary education from sustained growth in the
1970s. !

In 1970, unemployed workers depended largely on friends and
relatives for information on job openings. Only about a third of them
used formal channels, even though half of them had secondary
education. Almost half of the unemployed men and two-fifths of the
women who had previous work experience had not worked within

L i 4
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HONG KONG and SINGAPORE

the last year (Koh and Clark, p. 321). This fact, together with the
heavy reliance on informal search channels for job information, sug-
gests that the labour market attachment of many unemployed
workers in 1970 was weak, in sharp contrast to 1980 when two-
thirds of the unemployed workers used formal search channels and
most had held a job within the last year. Thus in addition to creating
job opportunities in excess of the increase in labour supply, rapid
growth in the 1970s strengthened worker attachment to the labour
market,

Other data support the picture of an increasingly tight labour
market in the 1970s painted by unemployment statistics. The num-
ber of persons registered with the Employment Service (which helps
workers to find jobs and employers to find workers) fell sharply
from 43,000 in 1970 to 6,300 in 1980, In 1980, the Service notified
registrants of 25,700 job openings of which it was able to fill only
5,600 — a ratio of over four to one compared to a ratio of one to one
in 1970 (Singapore, Department of Statistics, p. 40).

Another piece of evidence pointing to domestic labour short-
ages is the increased importation of foreign workers. In 1970, there
were 20,000 non-resident foreign workers, imported mostly from
Peninsular Malaysia. Their number increased rapidly in the early
1970s, stabilized in the mid-1970s when recession slowed growth,
and rose sharply in the late 1970s when the government eased regula-
tions on the recruitment of unskilled workers not only from Malaysia
but also from other “non-traditional’” sources. In 1980, non-resident
foreign workers numbered nearly 80,000 or 7.2 per cent of the
labour force of 1.1 million persons.

Despite the large influx of foreign workers and growth in
domestic labour supply, real earnings did not fall because the ex-
pansion in labour demand outstripped the total increase in labour
supply. Nominal average weekly earnings more than doubled from
S$75.6 in 1972 to $161.4 in 1980, a real increase of 2 per cent a
year, after adjusting for the rise of 6 per cent a year in the consumer
price index (Table 4).

2.3. Employment Patterns

Between 1970 and 1980, the fast-growing Singapore economy
created over 427,000 new jobs, an increase of 5.2 per cent a year.
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Table 4 — Singapore: Average Weekly Earnings, 1972-801

Real, Using as Deflator

CPI
June 1977 to
Nominal May 1978 = 100
$ $ %
b Change
1972 75.6 118.13 =T
1973 82.9 108.37 -8.3
1974 97.6 104.27 -3.8
1975 111.1 115.73 11.0
1976 116.3 123.46 6.7
1977 124.3 127.88 3.6
1978 131.3 128.85 0.8
1979 142.8 134.72 4.6
1980 161.4 140.35 4.2

Source: Singapore, Department of Statistics, Economic & Social Statistics
Singapore 1960-1982 (Singapore: Singapore National Printers, 1983), pp. 39 & 214,
The figures refer to a week in July for 1972-74, and August for 1975-80.

Unlike in the 1950s and early 1960s, most of the new jobs created
in the 1970s were in manufacturing and modern services — sectors
where job creation is largely demand-induced, rather than supply-
created as, for example, is often the case with jobs in farming, fishing
and many types of personal services. In 1980, agriculture and quarry-
ing, retail trade, personal services, and miscellaneous services — four
areas where there are many opportunities for self-employment or
low value-added, time-absorbing work —accounted for 21.2 per cent
of the workforce compared with 32.1 per cent in 1970 (Table 5).
Another indication of the improved use of manpower resources is the
decline in the proportion of self-employed and unpaid family
workers in the labour force: in 1980, self-employed and unpaid
family workers comprised 17.2 per cent of the workforce, 6.3 per-
centage points less than in 1970.

Rapid growth has transformed the sectoral pattern of employ-
ment in Singapore. In 1970, reflecting the island’s entrepot origins,
the service sectors — wholesale and retail trade, financial and business
services, and services (excluding government services ) — provided
employment for 47.0 per cent of the workforce, A decade later,
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though these sectors still accounted for two-fifths of total employ-
ment, their employment shares had changed; trade’s share of employ-
ment had fallen from 23.5 per cent to 21.3 per cent and that of
services (excluding government services) sharply from 19.9 per cent
to 11.3 per cent while that of financial and business services had
jumped from 3.6 per cent to 7.4 per cent, an increase that reflected
the island’s emergence as an international financial centre. Unlike
that of the financial and business services sector, the employment
shares of the construction, utilities, and transport sectors did not
change much between 1970 and 1980. The most striking change in
employment mix in the 1970s was in manufacturing which created
over 179,000 new jobs — more than one-third of all new jobs created
in the 1970s — and raised its employment share from 22.3 per cent
in 1970 to 30.1 per cent in 1980. Within manufacturing, the two
industry groups that generated over 10,000 new jobs in the 1970s
were fabricated metal products, machinery and equipment (which
includes electronic components and generated 134,000 new jobs),
and textiles, wearing apparel and leather (22,000 new jobs).

Rapid industrialisation has not only changed the employment
structure but also skill requirements. It raised the demand for high-
level manpower — professional, technical, managerial and adminis-
trative workers — faster than that for other types of workers. The
employment share of such workers rose from 11.0 per centin 1970
to 14.3 per cent in 1980. In contrast, the share of service workers
dropped 3.5 per cent points to 12.8 per cent during the same period,
a decline that reflected the continuing shrinking of low-productivity
employment (own account and unpaid family work) in the trade and
personal services sectors. Despite the large expansion in manufac-
turing employment, the employment share of production workers
remained stable at around 39 per cent between 1970 and 1980. This
stability arises because employment growth in financial and business
services and in transport and communications (which created many
clerical jobs) kept pace with that in the manufacturing sector.

3. Hong Kong: Labour Force, Employment
and Unemployment Trends since 1971

3.1 Population and Labour Force Changes

Between the census years 1971 and 1981, Hong Kong’s popula-

tion grew by 2.4 per cent a year to reach 5 million (Table 6). Al-
though the 1970s continued the declining fertility trend of the
1960s, population growth in the 1970s was marginally greater than
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that in the 1960s because of increased immigration which con-
sisted largely of young persons from China in the late 1970s. Im-
migrants accounted for 46 per cent of the 1.1 million increase in
population between 1971 and 1981 (compared with 13.2 per cent of
the 0.9 million increase in between 1961 and 1971). The large num-
ber of young immigrants together with the postwar baby boom
raised the proportion of working-age (15-64) persons in the popula-
tion from 56 per cent in 1961 to 60 per cent in 1971 and 69 per cent
in 1981. In consequence, Hong Kong’s labour force expanded faster
than its population in the 1960s and 1970s. Between 1971 and 1981,
the colony’s labour force grew by 4.5 per cent a year, twice as fast as
its population growth. Besides the rise in the proportion of working-
age persons in the population, the other factor that contributed to
the rapid expansion of the labour force in the 1970s was the signifi-
cant rise in the labour force participation of women which rose from
46.0 per cent in 1971 to 53.6 per cent in 1981. As in Singapore, ex-
panding employment opportunities for women in the export-led
manufacturing sector and in services, accompanied by socioeconomic
changes, particularly the spread of education and the trend towards
smaller families, were the key factors that sustained the rise in the
labour force participation rate of women. In 1981, women ac-
counted for 35.3 per cent of the labour force aged 15-64, slightly
higher than the proportion (34.7 per cent) in Singapore. In contrast
to that of women and as in Singapore in the 1970s, the labour force
participation rate of men in Hong Kong declined marginally in the
1970s, largely because more young males were in full-time education.

The rapid expansion of Hong Kong’s labour force in the 1970s
did not lead to increased unemployment. In fact, the unemployment
fell from 4.5 per cent in 1971 to 3.9 per cent in 1981. Except in the
mid-1970s when the world recession hit Hong Kong hard and caused
the unemployment rate to rise, Hong Kong’s economy was able to
create jobs at a faster rate than its labour force was expanding. The
ability of the Hong Kong economy to absorb new workers is par-
ticularly remarkable as a large proportion of the workers that entered
the Hong Kong job market were refugees, with almost no work ex-
perience or training relevant to a modern manufacturing-service
economy.

Hong Kong’s economic growth in the 1960s did not only
generate enough jobs for new labour force entrants, it also created
better and more productive jobs (Chau, 1976, p. 95). In the 1970s,
however, the picture was mixed. The proportion of self-employed
and unpaid workers in the workforce aged 15 and above fell from
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10.2 per cent in 1971 to 7.4 per cent in 1981 — a decline that sug-
gests a relative fall in the number of low-productivity jobs (Hong
Kong 1981 Census: Main Report, vol 1. p. 33). But during the same
period, the employment share of commerce ( a sector that provides
considerable scope for supply-induced employment) rose sharply
from 13.2 per cent to 19.1 per cent. This rise is the result of the large
increase in the number of small service enterprises that came into
existence in the late 1970s, partly to take advantage of new oppor-
tunities in the commerce sector, and partly in response to a slack in
manufacturing and public sector employment growth.

3.2. Unemployment Patterns

The pattern of unemployment in Hong Kong, as in Singapore,
fell as unemployment declined. In 1981, less than one-fifth of Hong
Kong’s job-seekers had no previous work experience compared
with a third a decade earlier (Table 7). In 1981, as in 1971, unem-
ployment rate correlated with education level, an association which
suggests that industrialization in Hong Kong, as in Singapore,
strengthens the demand for educated workers. In 1981, as in 1971,
the relationship between unemployment and age was U-shaped: the
young and old experienced higher than average unemployment rates
but prime-age workers enjoyed lower than average unemployment
rates. Young workers typically have no work experience and so
encounter greater difficulties finding work, while older workers,
though they have work experience, are for various reasons (for
example, they have higher wage expectations and/or are perceived to
be less adaptable and trainable, etc.) not as employable as prime-age
workers.

3.8 Employment Patterns

Hong Kong, like Singapore, experienced a significant shift in
its sectoral employment pattern in the 1970s, a shift that reversed
to some extent the change that took place in the 1960s. In the
1960s, employment grew fastest in commerce (broadly defined in
Table 8 to include finance and business services) followed by manu-
facturing. Thanks to a great expansion of jobs in labour-intensive
industries such as textiles and garments, and light engineering in the
1960s, the employment share of manufacturing rose from 43.4 per
cent in 1961 to 48.2 ver cent in 1971 (Table 8). The employment
share of commerce rose 2.2 percentage points to 13.2 per cent
between 1961 and 1971 but the employment shares of both agricul-
ture and community services fell.
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In the 1970s, employment growth quickened. Job opportunities
increased by 4.6 per cent a year compared with 2.9 per cent a year in
the 1960s. Employment opportunities in the commerce sector ex-
panded most rapidly, as a result of which the sector’s share of total
employment jumped from 13.2 per cent in 1971 to 19.1 per cent in
1981. In contrast, manufacturing employment expanded only 3 per
cent a year, 1.6 percentage points below the average of 4.6 per cent
for all sectors, in the 1970s. As a consequence, its employment share
dropped to 41.2 per cent which is below its 1961 share of 43.4 per
cent. The fall in manufacturing employment share was due to the
slow employment growth in textiles and garments, the largest em-
ployer of manufacturing workers. In fact, employment in textiles
shrank from 144,000 to 107,000. Were it not for rapid employment
expansion in basic metals (which created an additional 55,000 new
jobs), and machinery and electronic products (111,000 new jobs),
manufacturing employment growth would have been even lower.

Besides commerce, whose rapid growth eroded the employment
share of manufacturing, two other sectors — construction, and
transport and communication — registered increases in employment
shares, The other sectors — agriculture and fishing, quarrying, com-
munity services, and others, n.e.c. — either had stable employment
shares or continued the decline that began in 1961.

In the 1970s, Hong Kong, like Singapore, shifted towards a
more balanced manufacturing-service economy. In both cities, struc-
tural shifts within manufacturing towards less labour-intensive indus-
tries were paralleled by faster-than-average expansion in traded
services. In Hong Kong’s case, the surge in demand for financial
and business services and telecommunication sexvices was largely the
result of China’s modernisation programme, while in Singapore’s
case, it was the consequence of the island’s growing role as the finan-
cial and business hub of Southeast Asia.

4, Hong Kong Compared With Singapore
4.1. Employment and Output Growth in the 1970s

Both Hong Kong and Singapore experienced rapid output and
employment growth in the 1970s, but their sectoral pattern of
labour absorption differs. As Table 9 shows, the labour absorption
ratio (defined as the ratio of employment change to real output
change which may be interpreted loosely as the employment elasti-
city of output growth), is slightly higher for Hong Kong than for

O
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Singapore in the 1970s. Excluding the two small ‘sectors that regis-
tered negative employment growth, the sectors that showed higher-
than-average labour absorption ratios are, in the case of Singapore,
manufacturing (0.78 compared with the average of 0.57), construc-
tion (0.88), and financial and business services (0.99). For Hong
Kong, the sectors with above-average ratios are commerce (0.89 com-
pared with the average of 0.60), construction (0.62), financial and
business services (0.99), and other services (0.75). The two common
sectors showing higher-than-average absorption ratios in Hong Kong
and Singapore are construction, and financial and business services.

In contrast to Singapore, manufacturing output growth in Hong
Kong in the 1970s was less labour-intensive, partly because of the
severe market-induced employment shrinkage in textiles and gar-
ments. One explanation for the higher-than-average labour absorp-
tion ratio of Singapore manufacturing is the government policy of
wage restraint (instituted through the tripartite National Wages
Council whose annual wage guidelines most employers adopted)
following the 1973 oil crisis. The policy, designed to create jobs and
prolong Singapore’s competitiveness in labour-intensive manufactur-
ing, slowed industrial restructuring and encouraged the influx of
labour-intensive foreign investments, especially in electronics and
metal engineering (Pang, 1983). It was abandoned in 1979 when the
government initiated a wage correction policy as part of its policy
package to restructure the economy toward higher value-added acti-
vities.

In comparison with Singapore, Hong Kong’s commerce and
transport and communication sectors are much more labour-absorb-
ing, One possible explanation for the high labour absorption ratio in
Hong Kong’s commerce sector is the slow growth of employment
opportunities in manufacturing which together with the influx of
immigrants from China forced many new job-seekers to take up
service occupations or self-employment. In Singapore, these pres-
sures were weak, because of tight government control over immigra-
tion and abundant demand-created employment opportunities in
other sectors of the economy. As for the difference between Singa-
pore’s and Hong Kong’s absorption ratio for transport and com-
munication, it reflects Singapore’s greater capital investment and
faster growth output in that sector.

4.92. Manufacturing Output and Employment Growth Rates

During the 1960s, manufacturing value-added and employ-
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ment in Singapore expanded annually at double-digit rates. In the
1970s, manufacturing value-added continued to expand strongly
but employment growth slackened. Consequently, the ratio of the
growth rate of manufacturing employment (Gn) to the growth rate
of manufacturing value-added (Gy) fell from 0.71 for 1960-70 to
0.39 in 1970-1980 (Table 10). The drop in Gn/Gy was particularly
sharp in the major labour-absorbing industries such as wearing ap-
parel, fabricated metal products, electrical machinery, and transport
equipment. The shift towards higher value-added products accom-
panied by capital-deepening and more efficient use of labour ex-
plains the decline i the labour absorption ratio in most industries.

Table 11 compares Hong Kong manufacturing with Singapore
manufacturing for the period 1976-79 — the only period for which
comparable data are readily available for the two cities. It shows that
Singapore manufacturing in the late 1960s is almost twice as labour-
absorbing than Hong Kong manufacturing — Gn/Gy of 0.51 for
Singapore compared with 0.24 for Hong Kong. Except for the aggre-
gated industry group, basic metals, fabricated metal products, and
machinery and equipment, and the residual industry group, other in-
dustries, all Singapore industries recorded higher Gn/Gy ratios than
their Hong Kong counterparts. Singapore’s cautious wage policy in
the 1970s which retarded industrial restructuring while encouraging
labour-intensive industries provides one explanation for the dif-
ference. In contrast to Singapore where there have been extensive
state interventions in the labour market, the labour market in Hong
Kong is relatively free of regulations. As a consequence, it is more
flexible and more responsive to economic changes and so more effi-
cient in using labour than the less-than-free Singapore labour market.

Table 11 also provides an estimate of the rate of capital ac-
cumulation (Gk) in Hong Kong and Singapore manufacturing indus-
tries. The rate is computed as the ratio of the average annual gross
investment over the average capital stock during the period adjusted
for depreciation. The capital stock is estimated as a product of the
industry’s average output over the period and its incremental capital-
output ratio or ICOR for the period 1977-1979. This method over-
estimates (underestimates) the growth rate of capital stock in so far
as the ICOR is less (more) than the average capital-output ratio. The
figures in the last two columns of Table 11 compare labour produc-
tivity (Gy-Gn-Gk) in different industries in the two cities. They sug-
gest that labour productivity is higher in most industries in Hong
Kong than in Singapore.
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4.3, Real Wages and Manufacturing

In efficient labour markets, labour productivity growth strongly
influences the behaviour of real wages. The difference between
Hong Kong’s and Singapore’s manufacturing productivity growth
therefore would be revealed by a difference in real wage growth. This
is -confirmed by Table 12 which shows that, adjusted for consumer
price increases, the weekly earnings of production workers in Singa-
pore rose an average of 3.2 per cent a year between 1972 and 1982,
and the daily earnings (excluding fringe benefits) of manufacturing
workers in Hong Kong improved by 4.6 per cent a year between
1974 and 1981.

Exchange rate changes also affect the behaviour of real wages,
particularly in Singapore and Hong Kong which are highly import-
dependent. In both cities, a large portion of the real wage is
imported, and consequently a rise (fall) in the exchange rate of thei
currency would raise (lower) the real wage, because the money wage
in the domestic currency is not likely to compensate fully for the
change in the exchange rate. During the 1970s, the Singapore dolla;
appreciated and the Hong Kong dollar depreciated against the U.S
dollar. In theory, change in the exchange rate of the Hong Kong
and Singapore currencies should have an impact on their real wages
But it appears that the effect was small at best. In large part, it i
because both cities import most of their food (which weighs heavily
in the basket of goods included in the consumer price index of bott
cities) from neighbouring areas — Hong Kong from China, and Singa
pore from China as well as from its neighbours.

5. Conclusion

During the 1970s, both Hong Kong and Singapore continued t
enjoy export-led economic success, despite the oil crisis in the mid
1970s and slow growth in their major export markets. Both citie
shifted toward higher value-added activities and emerged at the en
of the 1970s with more balanced manufacturing-service economies
In both economies, employment expansion, though not as rapid as i
the 1960s, kept pace with labour force expansion, and real wage
rose as sustained labour demand outstripped labour supply, resultin
in widespread shortages. There was in both economies an ur
precedented increase in female labour force inflow, an increase faci
itated by the abundance of job opportunities in manufacturing an
services, and reinforced by the rise in female educational level an
changing social attitudes towards the role of women. Rapid outpu
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growth in both cities also led to more efficient manpower use; there
is evidence of reduced supply-induced employment creation and a
drift of the working population towards higher value-added sectors
and jobs in both Hong Kong and Singapore. In Hong Kong, com-
merce and finance generated most of the new jobs, while in Singa-
pore, manufacturing employment grew the fastest. In both cities, the
manufacturing industries that accounted for the bulk of the new jobs
were also the most export-oriented; they include industries such as
clothing, metal products, electronic components and products,
and machinery and equipment whose survival depended crucially ou
continued access to developed country markets.

But there are also significant differences in the sectoral pattern
of labour absorption of Hong Kong and Singapore. Compared with
Singapore, Hong Kong’s ratio of employment growth to output was
higher in commerce, and lower in manufacturing. The higher labour
absorption ratio in Singapore manufacturing relative to that of Hong
Kong results probably from the greater influence the Singapore
government has on the labour market (through such measures as
annual wage guidelines, administrative rules allowing manufacturing
employers to recruit foreign labour, and increased intake into tech-
nical and vocational training institutions) as well as on the influx of
labour-intensive foreign manufacturing firms. In contrast to Singa
pore, Hong Kong left the labour market largely to itself, and did not
through tax or other policies, influence the type of industries thai
established themselves in Hong Kong. As a consequence, Hong Kong
manufacturing employers, a much greater proportion of whom were
of local origin, were more flexible in adjusting to rapid changes ir
the world markets, and more efficient in deploying their workforce
Hong Kong’s higher labour absorption ratio in commerce is likely the
result of greater supply-induced employment creation. In contras
to Hong Kong, Singapore had a commerce sector that was relatively
efficient in terms of labour absorption, largely because the secto:
received few incentives and was not allowed easy access to foreig
labour supply. The sector therefore had to adjust more rapidly to the
increasingly tight labour market that developed in Singapore in the
late 1970s.

In the early 1980s, the economies of both cities, despite the set
back caused by the world recession, have continued to adjust well
Unemployment in both places remains low as labour demand ha
kept pace with labour supply which is slowing, especially in Singa
pore. The employment mix is improving, with more workers movin
into higher value-added sectors, especially financial and busines
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services, Both economies are restructuring: Hong Kong, though in-
creasingly inclined to greater state involvement in the economy,
continues to rely mainly on market forces to set the pace while
Singapore, which is rethinking its extensive role in the economy, con-
tinues to show much greater willingness to provide incentives and as-
sistance to quicken industrial restructuring. There is thus increasing
convergence in government perception of its role in the economy in
both cities. Together with the fact that the broad structure of their
economies is becoming more similar, this convergence makes it likely
that labour absorption in the two cities will continue to share many
similar characteristics.
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Appendix Table 2 — Hong Kong: Growth in Manufacturing Employment

1971-1981
Tdiistey Employment Growth (%)
1971 1981 1971-1981
Food, Beverages & Tobacco 40,905 30,510 -2.9
Textiles 144,165 106,578 -2.9
Wearing Apparel | 190,820 294,398 4.4
Footwear, Leather, Rubber & Plastic

Products - 103,933 118,330 1.3
Wood & Wood Products 28,046 31,282 1
Paper Products, Printing & Publishing 26,329 47,224 6.0
Basic Metal Industries, Metal Products,

Scientific Equipment & Optical Goods 74,971 129,693 5.6
Machinery & Electronic Products 69,298 180,157 10.0
Other Manufacturing 27,989 52,193 6.4
Total 706,456 990,365 3.4

Sources: Laurence C, Chau, “Industrial Growth and Employment in Hong Kong,”
The Philippine Economic Journal XV, nos. 1 & 2 (1976): 104-5; Hong Kong Census and
Statistics Department, Hong Kong Annual Digest of Statistics (Hong Kong: The Govern-
ment Printer, 1982), p. 44,



