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Abstract The recent 1997- 98 Asian economic crisis has thrown Asia’s
divergent pathways to development into serious question. Protagonists of
neoliberalism argue that their agenda is now becoming a global orthodoxy
when several ailing Asian economies have accepted IMF packages which
come with neoliberal economic programmes. Drawing on lessons from
Singapore’s regionalization programme, this article contends that it is far
too early to conclude that Asian developmental states are giving up their
governance of domestic economies. Instead, there is evidence that these
Asian developmental states are re-regulating their domestic economies to
ride out of the economic crisis. The article �rst starts with the debate between
neoliberalism and state developmentalism in our understanding of global
political economy. It then examines the political economy of Singapore’s
regionalization programme through which Singapore-based transnational
corporations are strongly encouraged by the state to regionalize their 
operations, followed by a critical discussion of the impact of the recent Asian
economic crisis on the re-regulation of the regionalization programme by
the state in Singapore. Some lessons for Asian emerging economies are
suggested in the concluding section.
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Introduction

As the world economy becomes increasingly interconnected and inter-
dependent, both an enabling mechanism and an outcome of economic 
globalization, the governance of capitalism in national economies is being
thrown into light as a rather thorny issue. The crux of this ‘governance
problem’ in an era of accelerated globalization is related to the role of
the nation-state. Should the state intervene in development processes? Or
should it refrain from direct intervention and take a back seat as a ‘night-
watchman’, leaving the optimal solutions of economic problems to Adam
Smith’s ‘invisible hand’? It has been argued by many scholars of global
political economy that the latter approach to governance, collectively
known as neoliberalism, has emerged as the dominant political and econ-
omic strategy in governing today’s globalizing world economy. Certainly
in America and Britain, neoliberalism has been hailed as an institutional
�x to resolve global- local tensions arising from the need for capital to
globalize its productive capacity and for labour to localize jobs and
employment (Jessop 1994; Tickell and Peck 1995). In contrast, the devel-
opmental state in Asia has long been experimenting with another form
of institutional �x to resolve these tensions of globalization. According to
this ‘statist’ view, direct intervention is the key instrument deployed by
the developmental state in Asia to regulate its burgeoning domestic
economy (Deyo 1987; Haggard 1990; Wade 1990; Appelbaum and
Henderson 1992; Aoki et al. 1997). This difference in capitalist economic
organization between Asia and America/Europe has created what is
known as different varieties of ‘capitalisms’ (see Berger and Dore 1996;
Safarian and Dobson 1997; Hefner 1998; Whitley 1998).

The recent Asian economic crisis in 1997- 98, however, has thrown these
divergent pathways to economic development and governance into serious
question. Protagonists of neoliberalism argue that their agenda is now
becoming a global orthodoxy when several ailing Asian economies have
accepted IMF packages which come with neoliberal economic programmes
(Lim 1997, 1998; Rosenberger 1997; Jomo 1998; Rao 1998; cf. Bello 1998;
Haggard and MacIntyre 1998; Wade and Veneroso 1998). Other Asian
states have also faced tremendous pressure from global capital and inter-
national organizations to carry out structural reforms through which strong
state intervention in national economies is fast becoming an historical
past. As Bello (1998: 439) alluded, ‘[s]o dominant has free market ideology
become in international elite discourse that even its opponents in govern-
ment and business [in Asia] -  with the singular exception of Prime Minister
Mahathir of Malaysia -  mouth its platitudes while opposing it in practice’.
This neoliberal global orthodoxy is prescribed as a bitter ‘pill’ to be ‘swal-
lowed’ by troubled Asian states in order for them to regain their member-
ship in the ‘globalization club’. This logic of globalization as a universal
and inevitable process impinged externally upon these Asian economies

134 The Paci�c Review



is clearly questionable. I would argue that, in fact, these Asian economies
are themselves key players in the global economy (see also Dicken and
Yeung 1999). To a large extent, they are also important components of
globalization. As such, globalization does not have a life of its own without
the role of nation-states as its constituency and supporters. As a material
process of global economic interpenetration, globalization contains certain
illogic(s) (Jessop 1999). It is mysti�ed and deployed through political
discourses, in particular neoliberalism, to create its own conditions of exis-
tence (Yeung 1998a; Kelly 1999). Globalization is discursively constructed
amidst the Asian economic crisis as an external ‘objective’ force to disci-
pline ‘corrupt’ and ‘statist’ economies in the region. Are we then going
to observe a universal convergence in the mode of economic governance
at the national scale just because something at the global scale, mysti�ed
as globalization, requires us to open up and liberalize our economies? Are
we prepared to demolish national institutional structures and regulatory
‘�xes’ to succumb to the ‘free’ market forces in this neoliberal globaliza-
tion discourse?

Drawing upon lessons from Singapore’s regionalization programme, this
article contends that it is far too early to concede that Asian develop-
mental states are giving up their institutional capacities in governing
national economies. Instead, there is evidence that these Asian develop-
mental states are re-regulating their domestic economies to ride out of
the ongoing economic crisis. Instead of forcing states to reconcile with the
neoliberal orthodoxy, globalization indeed has created more tensions for
resistance and re-regulation. In the context of the Asian economic crisis,
I would argue that globalization and its crisis tendencies have activated
the institutional capacities of developmental states to be more proactive
in economic governance. Certainly in the case of Singapore, the state
recognized the role of the city-state in the global economy as early as its
independence. Since the mid-1980s, it has been spearheading its region-
alization programme. In the midst of this Asian economic crisis, the 
state continues to play a leading role in enhancing the competitiveness 
of national �rms to gain a foothold in the global marketplace. There is,
however, a qualitative distinction in the nature of the state’s role in
Singapore’s regionalization programme which needs to be drawn here.
After a brief period of globalizing national �rms during the late 1980s,
the state in Singapore realized that these national �rms lacked suf�cient
competitive advantages to succeed in the global marketplace. The focus
in the succeeding period during the 1990s was placed on regionalization
through which Singaporean �rms were strongly encouraged to venture
into the Asian region (Yeung 1998b, 1999a).

I argue that the recent Asian economic crisis is likely to throw this
regionalization drive out of track as many host Asian economies have
suffered from severe economic recessions and will not recover within the
next �ve years or so. Instead of surrendering its institutional capacities to
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global tensions, the state is qualitatively more involved in developing
Singapore’s external economy.1 On the one hand, it continues to strengthen
the competitive advantages and organizational capabilities of national
�rms through various state assistance programmes and the restructuring
of government-linked companies (GLCs). This form of ‘regulating’ the
emergence of Singapore-based transnational corporations (TNCs) does
not differ much from the experiences of Japan and South Korea in their
early phases of development (Yeung 1994, 1999a). On the other hand, the
state is steering a U-turn in the geographical focus of outward expansion
of Singaporean �rms from regionalization to globalization. To ride out of
the Asian economic crisis, it becomes imperative for Singaporean �rms to
expand into growth regions in America, Europe, South Asia and the
Middle East. This globalization drive requires more developmental efforts
by the state in Singapore.

The article �rst begins with the debate between neoliberalism and state
developmentalism in our understanding of global political economy. I
argue that to transcend the intellectual impasse of the dichotomy between
neoliberalism and statism so commonly found in the popular literature
and mass media, we need to conceptualize the embedded relationship
between economy and state. I then examine the political economy of
Singapore’s regionalization programme through which Singapore-based
TNCs are strongly encouraged by the state to regionalize their operations.
The impact of the recent Asian economic crisis on Singapore’s regional-
ization programme is examined in the penultimate section. Some lessons
for Asian emerging economies are suggested in the concluding section.

Contesting the globalizing world economy: neoliberalism,
state intervention or embedded states?

The nature of ideal economic governance of national economies has always
been a subject of heated debates in studies of political economy. The liter-
ature seems to be polarized by the debate between the neoliberalist view
of market-led development and the statist view of intervention in devel-
opment. Added to this dualistic view of global political economy is the
role of globalization as a universal process capable of eroding the capac-
ities of nation-states and harmonizing national differences in economic
governance (Ohmae 1990, 1995; Horsman and Marshall 1994). It has been
argued that neoliberalism provides the social regulation after Fordism
because the rise of neoliberalism in the 1970s and 1980s coincided with
the breakdown of Fordism and the apparently permanent collapse of
Keynesian social regulation in the US and the UK. Neoliberalism is a
political project that is ‘primarily concerned to promote a market-led tran-
sition towards the new economic regime’ (Jessop 1993: 29). According to
Peck and Tickell (1994: 296), neoliberalism is capitalism’s ‘law of the
jungle’ which tends to break out when economic growth slows and social
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compromises collapse. It is based on the twin principles of �exibility and
supply-side innovation manifested in the following ways: (1) the liberal-
ization of competitive market forces; (2) the abandonment of demand-
side intervention in favour of supply-side policy measures; and (3) the
rejection of both social partnership and welfarism. Some well-known
neoliberal projects are Thatcherism, Reaganism, Rogernomics and
Nakasoneism. They are meant to provide an ‘institutional �x’ after the
collapse of Fordism- Keynesianism. By the 1980s, neoliberalism had 
effectively reigned in most parts of the global economy. International
organizations such as the World Bank, the IMF and the GATT were both
promoting and enforcing neoliberal policies throughout the capitalist
world (Taylor 1997).

Neoliberal economic strategy, however, has its own �aws and contra-
dictions (Tickell and Peck 1995).2 First, there is a tendency towards social
polarization with the possibility of either disruptive collective action or
social breakdown. Second, it is unable to resolve growing social alienation
from the Taylorist production process and the collapse of the social frame-
work around which productivity gains could be shared. Third, it tends to
exaggerate swings in the business cycle. As a result, macroeconomic
crashes and crises are a constant threat. Finally, there is a tendency in
neoliberalism to exacerbate structural imbalances and de�ation as nation-
states respond to global competition by adopting beggar-thy-neighbour
economic policies. There is much evidence of neoliberal economic
ideology, for example, in the competition for Japanese investment among
different European countries and different federal states in the US. In
Asia, the deregulation of �nancial markets during the early 1990s was
premature and ill-fated because much of the subsequent capital in�ows,
seduced by the promise of much higher returns, went into such unpro-
ductive activities as speculation in stock markets, property development
and glorifying national projects. Though this is only one culprit 
behind the recent Asian economic crisis, it is clearly an important one.
Neoliberalism, as an economic ideology in favour of market mechanisms,
represents ‘a regulatory hole, one which has elements of market regula-
tion but which represents the absence of a new institutional �x’ (Tickell
and Peck 1995: 369; original italics). Neoliberalism is simply inadequate
for the task of regulating capitalism, let alone solving its crisis. It has
rather become part of the capitalist crisis and a regulatory problem (Sassen
1996; Evans 1997; Weiss 1997). Neoliberalism thus represents an institu-
tional vacuum and the search for an institutional �x becomes important
in view of crisis tendencies in the global economy today.

Though not as a response to neoliberalism per se, one such institutional
�x widely adopted in Asia in the past three decades has been the ‘devel-
opmental statist model’ of economic organization. To date, many theo-
retical and empirical studies have been conducted to test Johnson’s (1982)
idea of ‘developmental state’ or the so-called ‘statist’ interpretation of
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Asian economic ‘miracle’ (Amsden 1989; Haggard 1990; Wade 1990;
Appelbaum and Henderson 1992; Douglass 1994; Bernard 1996; Brohman
1996; Sung 1997; Yeung and Olds 1998). Even the World Bank (1993) has
implicitly endorsed this state intervention in the economic development
processes of Asia as good governance and market-friendly intervention
(cf. Kiely 1998). Why is it then that the same formula behind the ‘Asian
economic miracle’ turned out to be its own undoing in the context of the
recent economic crisis? What has gone wrong with the developmental
states of Asian economies? To many neoliberal observers of recent 
events in Asia, the evils of the Asian economic crisis are argued to be
corruption and ‘cronyism’ which originated from the self-interested and
utility-maximizing behaviour of state of�cials (e.g. Lim 1997; Rosenberger
1997). Championed by the IMF, the standard neoliberal prescription for
the Asian economic crisis is to get rid of state intervention altogether and
liberalize near-bankrupt economies further to attract global capital in
order to reverse short-term capital out�ows. This totalizing anti-state
prescription, however, is unlikely to be able to replace the role of the
high-debt development model in Asia (see Wade and Veneroso 1998). In
this IMF interpretation, the state is clearly seen as a separate realm of
the economy and can be unplugged from its involvement in economic
governance. Kiely (1998: 75; original italics) noted that ‘[t]he state is seen
as the problem -  it intervenes too heavily. It is also seen as the solution
-  it must reform itself in order to allow for wealth creating activity. But
if states are purely self-interested, then why should state of�cials carry
out the necessary reforms?’. Neoliberalism, in its essence, is to blame
everything that does not work on the works of the state and to credit
everything that works to the ‘free’ market. The greatest inconsistency in
this logic is that no matter how ‘free’ it is, every market is an outcome
of state action. 

As such, I will argue, markets are always embedded in the state as well
as individual choice. Neoliberalism ignores the inequality and uneven
development inherent within capitalist accumulation. Markets are unable
to address these structural imbalances precisely because they are inherent
in the free-market system. The role of the state then is to ‘intervene’ selec-
tively and become market ‘unfriendly’ in that process. This is exactly what
the developmental states of several Asian economies did in the past three
decades: ‘intervene’ in the market in order to ‘beat’ the market. This
‘embedded states’ view rejects a conceptual separation between economy
(in which the market is located) and state. The state thus has an indis-
pensable role in promoting all spheres of market activities, including
production, circulation and consumption. As such, it is no longer a ques-
tion of choosing between neoliberalism and state intervention because the
measurement of state role is not operationalized by its degree of inter-
vention. As Block (1994: 696, original italics, cited in O’Neill 1997: 294)
conceptualizes this ‘qualitative state’:
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The new state paradigm begins by rejecting the idea of state inter-
vention in the economy. It insists instead that state action always
plays a major role in constituting economies, so that it is not useful
to posit states as lying outside of economic activity.

There are four major tenets in Block’s (1994) arguments for the ‘qualita-
tive state’. First, economy is necessarily a combination of markets, state
action and state regulations (see also Block 1990, 1991). Second, markets
are state-constrained and state-regulated, thereby incapable of operating
in a neoliberal environment. Third, capital and the state have con�icting
goals which cannot be achieved simultaneously nor independently. Finally,
the idea of economy originates from the dichotomy of markets and states
in classical economic thought. This results in our ignorance of multiple
forms and organizations of economy (cf. political economy). Together,
these tenets oppose strongly to the idea of a separate economy and an
autonomous state in both neoliberal and statist perspectives. Whereas the
former is guilty of idealizing a ‘public goods state’, the latter constructs
the state as occupying an a priori position external to the economy.

Dynamics of the developmental state in Asia: 
the internationalization of capital and state

If the economy is embedded in the state and vice versa, should we not
reassess the role of the state in regulating and governing the economy?
Although a comprehensive theorization of the role of embedded states is
impossible in this article, I would like to develop conceptually the role of
embedded states in the internationalization of domestic capital in the
context of Asian economies. I argue that the state has vested interests in
the internationalization of domestic capital (private and public) in both
material and discursive terms. In material terms, the accumulation process
of domestic capital may reach a saturation point when the domestic market
potential is fully realized and/or when the penetration of the global 
market through international trade is increasingly dif�cult because of trade
barriers and other structural constraints. There is a strategic necessity for
the direct involvement of the state in the internationalization of domestic
capital in order to reproduce its legitimacy at home. In discursive terms,
a state can export its domestic economic problems through the discourses
of globalization. By relegating the legitimizing device discursively to the
global scale, a state is able to convince trade unions and labour organi-
zations to cooperate so that the competitiveness of its domestic capital
can be strengthened and the possibility of its successful internationaliza-
tion can be enhanced (e.g. South Korean chaebols). The existence of TNCs
(internationalized capital) thus is critically dependent on the action of
embedded states because it is in the interests of the latter if the former
succeeds in capital accumulation on a global scale.
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This framework focuses on the relative advantages of different institu-
tional arrangements in explaining the actual or potential coexistence of
the state and TNCs (see Pitelis 1991, 1993; Yeung 1998a, 1998b). This
mutual dependence and induced cooperation between the state and TNCs
exist because they share the common objective of raising the global surplus
of capital by exploiting the bene�ts from the divisions of labour and team
work. The state- TNC relationship re�ects therefore their extent of collu-
sion and rivalry and the strength of the state (measured by its ef�cacy in
shaping political and economic action). Because its existence depends on
its legitimating ability in terms of the exploitation and creation of nation-
alism, a weak nation-state needs foreign capital (e.g. foreign TNCs) to
sustain domestic growth and development through continuous capital
accumulation. The state may collude with foreign capital to sustain
national competitive advantage in the global economy (e.g. Singapore). If
it fails to attract investment from foreign capitalists, the weak state will
face a legitimacy crisis which may culminate in the eventual decline of its
power and hegemony. If it wins the support and cooperation of foreign
capitalists, the state may survive the erosion of its hegemonic power.
Subject to its ability in resolving the legitimacy crisis, the state may regain
its power and authority through an appropriate con�guration of collusion
and partnership with global capitalist institutions (e.g. TNCs). Its compet-
itive position vis-à-vis other states can also be enhanced through incor-
porating transnational capital in its national development.

A strong state, on the other hand, is not obliged to collude with inter-
national capitalist institutions, particularly when transnational capital
begins to threaten its autonomy and hegemony. Such a threat may arise
from the demands of transnational capital to expose the con�icting class
nature of the state which contributes to the diminishing legitimizing ability
of the state. The state may also face increasing demands from interest
groups from within the domestic economy. The potential for rivalry
between the state and foreign TNCs becomes real. A strong state may
perceive foreign TNCs as rivals to its grip on political power and legiti-
macy. It may limit the participation of foreign �rms in state-sponsored
collaborative ventures (Reich 1991; Dicken 1994). Over time, even a strong
state may face a legitimation crisis when its existing economic develop-
ment strategies run out of steam in an era of accelerated globalization
and global competition. It must search for an alternative ‘institutional �x’
to reproduce and sustain the capital accumulation process before it is too
late. It is in this institutional context that Asian states have chosen alter-
native development strategies to compete in the global economy through
nurturing their own ‘national champions’ (Yeung 1994, 2000). After three
decades of intensive industrialization effort and active participation in
international trade, Asian economies begin to experience the limits to
growth and turn to the global economy as their hinterland, via foreign
direct investments, for access to technology and markets and sites of
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production. The state seeks partnership with domestic capital to extend
the economy across national boundaries in order to legitimize further the
role of a strong state in economic development. Through strategic indus-
trial policies and selective involvement, the state provides the institutional
foundation for the globalization of national �rms so that ‘a TNC’s domestic
environment remains fundamentally important to how it operates, notwith-
standing the global extent of some �rms’ operations’ (Dicken 1994: 117).
Emerging TNCs have very much become a product of their local embed-
dedness in the institutional context of their home countries (Dicken and
Thrift 1992; Yeung 1994, 1998c). The state in East and Southeast Asian
countries, for example, often gets directly involved in the international-
ization of national �rms. What then is the experience of the Singaporean
state in promoting the regionalization of domestic �rms? What is the
impact of the recent Asian economic crisis on the role of the state in
Singapore’s drive to develop an external economy? These are the key
issues for the following sections.

The political economy of Singapore’s regionalization
programme

Economic development, argued by Leftwich (1993: 620, original italics,
cited in Kiely 1998: 74), ‘is not simply a managerial question, as the World
Bank’s literature on governance asserts, but a political one. For all
processes of “development” express crucially the central core of politics:
con�ict, negotiation and co-operation over the use, production and distri-
bution of resources’. The key issue here is to understand the politics and
political economy of economic development, not just the technicalities of
‘good governance’ in the eyes of neoliberal international institutions. Kiely
(1998: 79) thus notes that ‘it is not just a question of state policy per se
(although this is important), but of the social context in which particular
states operate’. In this section, I examine the origins of Singapore’s region-
alization programme in the context of the politics of survival and the
discourses of globalization in recent years. The impact of the recent Asian
economic crisis on the regionalization drive is then assessed in the next
section.

Singapore, as a major entrepôt in Southeast Asia, has relentlessly posi-
tioned itself vis-à-vis the global spaces of �ows (see Rodan 1989; Low et
al. 1993; Huff 1995; Perry et al. 1997; Low 1998; Mahizhnan and Lee 1998).
Since its independence in 1965, the PAP-led state has planned and imple-
mented several national development strategies to create and sustain
Singapore’s competitiveness in the face of accelerated global competition.
In that sense, the global economy has always been Singapore’s ‘hinter-
land’ and the city-state has always been a key player in the globalization
of economic activities. While the state was able to pursue a labour-inten-
sive export-oriented manufacturing platform for industrialization in the
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1960s and 1970s, the strategy met its favourable global conditions when
major American and European manufacturers were looking for alterna-
tive low-cost production sites to relocate their labour-intensive operations
(an early process of economic globalization). The competitiveness of the
Singapore economy then was heavily based upon the state’s ability to
exercise labour control and discipline, coupled with favourable political
stability and geographical location. By the late 1970s and early 1980s,
Singapore was no longer competitive in attracting low-cost manufacturing
assembly investment because cheaper production locations could be found
throughout the world, notably in neighbouring Asian developing coun-
tries. The strategy of low labour cost pursued since independence had also
back�red when systematic distortions in the labour market resulted in
severe labour shortage. The lack of investment in indigenous technolog-
ical capabilities also contributed to low value-added activities by domestic
enterprises. By the late 1970s, Singapore faced a ‘competitiveness crunch’
in the changing international division of labour.

To regain its competitiveness in the global space of �ows, the state
revised its national strategies in favour of promoting high-tech and high
value-added manufacturing and business services. The state �rstly initi-
ated a major industrial restructuring, the so-called ‘Second Industrial
Revolution’ in 1979, through which labour wages were increased substan-
tially to drive out labour-intensive manufacturing activities and labour
productivity, and skills were upgraded to attract world-class high-tech
manufacturing investments. This strategy worked well during the 1980s
when Singapore was an attractive location for global corporations in
computer and chemical industries. Second, the state introduced in the mid-
1980s, through its various statutory boards, competitive packages of incen-
tives to attract global corporations to locate their regional of�ces and/or
regional headquarters in Singapore. The idea of promoting control and
coordination functions of global corporations �ts well into world city
formation when Singapore aims to be a major international business hub
of the region. The state now boosted Singapore’s hub capabilities in world-
class infrastructure, a highly skilful labour force and excellent business
services. Third, after a major recession in the mid-1980s, the state 
recognized the vulnerability of Singapore’s economy because of its 
over-dependence on foreign capital and the lack of indigenous entrepre-
neurship. In December 1989, the Singapore- Indonesia- Malaysia Growth
Triangle idea was proposed by the then Deputy Prime Minister Goh Chok
Tong in response to drastic industrial restructuring within Singapore and
perceived complementarity among the three countries (Perry 1991;
Parsonage 1992, 1994; Ho 1994; Ho and So 1997).

By the early 1990s, Singapore had been transformed into a regional coor-
dination centre capable of signi�cant R&D activities and management
functions (Perry et al. 1998a, 1998b; Perry and Tan 1998; Mathews 1999).
Although it had secured a niche in the competitive global economy, the
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Singapore economy was still very much dependent on global capital and
its major markets in North America and Western Europe. To consolidate
further its national competitiveness and to enable the expansion of domes-
tic capital, the state has initiated a regionalization programme through
which Singaporean companies are encouraged to venture abroad. By build-
ing up its external wing, the state believes that Singapore not only can tap
into the opportunities of the regional economy, but also can ride out of
economic crisis in the domestic economy. The Department of Statistics
(1991) estimates that at the end of 1976, FDI from Singapore was slightly
above S$1 billion. As shown in Table 1, this �gure had grown to S$1.7 bil-
lion by 1981, S$2.6 billion by 1986 and S$36.8 billion by 1995. In fact, pri-
vate capital in Singapore has a much longer history of regionalization,
particularly in Malaysia (see Yeung 1998d). The state’s explicit encourage-
ment of outward investment started immediately after the recession of the
mid-1980s (Kanai 1993). These investment measures, however, initially
emphasized the globalization of Singaporean �rms into Europe and North
America in order to promote a shift to higher value-added activities. They
were ineffective because few Singaporean �rms were capable of securing
a marketplace in these advanced industrialized countries. For example, both
Yeo Hiap Seng Ltd (a major local food manufacturer) and Singapore
Technologies (a state-owned enterprise) had bitter experience in the US in
the early 1990s (see Kanai 1993; Far Eastern Economic Review, 25 April
1996: 59). It was not until 1993 that the focus of the state was shifted to
regionalization instead of globalization (see Table 1).

Senior Minister Lee Kuan Yew announced in January 1993 that the
state was taking new initiatives to generate a bigger pool of local entre-
preneurs and to building up the ‘external wing’ of the Singapore economy.
This national strategic thrust is known as Singapore’s ‘Regionalization
2000’. SM Lee proposed that:

We can change our orientation. We can alter our social climate to
become more encouraging and supportive of enterprise and inno-
vation. We can enthuse a younger generation with the thrill and the
rewards of building an external dimension to Singapore. We can and
we will spread our wings into the region and then into the wider
world.

(Quoted in EDB 1993)

SM Lee mooted this idea because most advanced industrialized countries
had globalized their national �rms to tap into resources, talents and
markets in the global economy. The idea is to develop Singapore into a
global city with total business capabilities so that Singapore can be not
only an attractive manufacturing investment location for global TNCs, but
also an ideal springboard to the Asia-Paci�c region for these TNCs wishing
to venture into the region (EDB 1995). The Prime Minister, Goh Chok
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Tong, made it clear that ‘[g]oing regional is part of our long-term strategy
to stay ahead. It is to make our national economy bigger, our companies
stronger and some of them multi-national’ (reprinted in Speeches,
May- June 1993: 15). I have examined elsewhere different aspects of the
state’s involvement in the social regulation3 of the regionalization
programme (Yeung 1998b, 1999a): (1) the regionalization of GLCs and
companies set up by statutory boards and (2) ‘political entrepreneurship’
through which the state opens up overseas business opportunities for
private capitalists and negotiates the institutional framework for such
opportunities to be tapped by these Singaporean �rms. Today, the public
sector and GLCs account for about 60 per cent of Singapore’s GDP
(Ministry of Finance 1993: 39; see also Singh and Ang 1998). These GLCs
have become one of the primary instruments through which the state
pursues the regionalization drive. The state has also tried to lead the
regionalization drive by taking a direct equity stake in large infrastruc-
tural development projects in the region and by employing interstate rela-
tionships to raise the pro�le and image of its investment projects. This
latter approach to regionalization is termed ‘political entrepreneurship’
which refers to the involvement of key politicians in opening up business
opportunities for state-owned and private enterprises. 

To a certain extent, Singapore’s fortune is always intertwined with the
global economy. But one distinctive feature of Singapore’s national com-
petitiveness is that it is very much a city (in a territorial sense) coupled with
a strong state (in an institutional sense); a state with powers far beyond those
of any local state. Unparalleled in the Asian region, this city-state has relied
heavily upon developmentalism to legitimize its political power and control.
The state’s choice to pursue the strategy of global reach has been relatively
uncontested, in part because the state has generated a political discourse of
survivalism and ruthless competition; a discourse currently propagated in
association with most discourses on globalization (Yeung 1998a; Kelly
1999). The state has constructed a view of geographical space which implies
the deferral of political options to the global scale. In effect, the (contested)
discourse of globalization ‘itself has become a political force, helping to cre-
ate the institutional realities it purportedly merely describes’ (Piven 1995:
108). A recent example, taken from the annual budget statement by Dr
Richard Hu, Finance Minister, makes the point well:

. . . we have no choice but to be open and to compete in the world
market to survive and prosper. We can grow faster by taking advan-
tage of global markets and advanced technology . . . our openness
exposes us inevitably to the �uctuations of global business and
demand cycles. . . . Adapting nimbly to changes in the environment
and staying relevant to global demand remains fundamental to
Singapore’s survival.

(10 July 1997; my emphasis)
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This discourse of survivalism and competition has sustained Singapore’s
competitiveness in the face of global competition, thereby legitimizing the
state’s control over most aspects of social life. It has also enabled the
PAP-led bureaucracy to bypass the local politics typical in many Western
countries (cf. Cox 1993, 1998; Brenner 1998).

The impact of the Asian economic crisis on Singapore’s
regionalization programme: the enduring role of the
embedded state

To a large extent, the success of Singapore in plugging itself into the global
spaces of �ows results from the material embeddedness of the state in
economic processes and the discursive mobilization of legitimacy by the
state apparatus. All these happen within the context of accelerated glob-
alization at the global scale and cooperative harmony at the regional scale.
Since July 1997, however, the Asian region has been battling with the
most serious economic crisis since the Second World War.4 What then is
the impact of the Asian economic crisis on well-established capabilities
of the state in Singapore to govern and regulate its regionalization
programme? What is or will be the state’s response to these challenges
of neoliberal globalization manifested in its crisis tendencies? While
neoliberalists are quick to blame Asia economies for the crisis, their IMF-
inspired prescriptions -  mainly in the form of further economic liberal-
ization and �nancial deregulation -  may not necessarily work for Asian
economies in which the embedded state used to rely on the high-debt
growth model (Wade and Veneroso 1998). This is because many Asian
economies achieved remarkable growth rates in the past three decades
precisely because of their strong embedded states. The dismantling of such
well-established state apparatus and the unconditional opening of domestic
economies to foreign competition under the current IMF guidelines 
is tantamount to destroying the very foundation of their success -  the
embedded relationships between economy and state in these countries.
The consequence can be extremely serious, ranging from social unrest (e.g.
Indonesia) to extreme nationalism and xenophobia (e.g. Malaysia).

Given the embedded relationships between economy and state, the solu-
tion of the crisis is not to separate further the state from its involvement in
the economy. Instead, the state needs to be strengthened to put its house in
order. After all, even neoliberal reforms require the state to execute. In the
case of Singapore, I argue that the Asian economic crisis tends to strengthen,
rather than weaken, the capabilities of the state in economic governance and
the social regulation of the economy. This in turn guarantees the enduring, if
not enhanced, role of the state in Singapore’s regionalization programme.
First, in material terms, Singapore is least affected by the crisis among the
Southeast Asian countries. Singapore’s economic growth has already slowed
down sharply from 7.8 per cent in 1997 to about 3.8 per cent for the �rst half
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of 1998 (The Straits Times, 30 June 1998). The growth rate for the year 1998
was 1.3 per cent. This slowdown in Singapore’s growth is largely attributed to
its exposure to the regional economies than to its internal economic ‘funda-
mentals’. As shown in Table 1, some 58 per cent of Singapore’s FDI went to
Asia and 34 per cent to ASEAN countries alone in 1995. As a regional busi-
ness hub, Singapore’s economic fortune is closely intertwined with the
Southeast Asian economies. This interdependence, however, does not negate
the embedded role of the Singapore’s state in regulating its domestic econ-
omy. In fact, had the state not exercised stricter control on bank credits and
loans in the early 1990s and implemented the property speculation curb mea-
sures in May 1996, Singapore would have suffered much more from its ‘bub-
ble’ tendencies. When the entire Asian region was experiencing tremendous
growth during the 1990s, the state in Singapore had the foresight to realize by
1996 that the rapid increase in property prices since the late 1980s would
eventually lead to major economic crashes. These politically-unfriendly mea-
sures to ‘cool’ the property market indicated not only the foresight of 
the state in economic governance, but also its capabilities to regulate the
domestic economy. The results are encouraging so far: Singapore banks do
not suffer from huge domestic loans in non-productive sectors, and property
prices in Singapore do not collapse overnight under the current Asian 
economic crisis.5

Second, not only does the Asian economic crisis not affect Singapore
seriously in material terms, it also offers further discursive legitimacy to
the embedded state to re-regulate the domestic economy. By naturalizing
the processes of economic globalization and its negative impact on those
economies with weak and ‘corrupted’ states, the state in Singapore is able
to rally support from labour and capital.6 In other words, by relegating
the Asian economic crisis to the regional and global scales, the state is
able to legitimize its strengthened role in domestic governance. Such a
stance, which naturalizes the processes of globalization, can be found in
recent statements by various ministers of the Singapore government. A
recent address by Mr Lee Yock Suan, Minister for Trade and Industry,
for example, noted that:

. . . the problems in the [Southeast Asian] region will not be solved
by turning away from globalization. . . . In this increasingly border-
less world of trade and commerce, countries which try to hide behind
national barriers will �nd themselves progressively marginalised. . . .
Globalization is an inevitable process. Those who embrace it can
harness its bene�ts. However, appropriate domestic policy measures
and frameworks to strengthen the regulatory regime and �nancial
institutions must be put in place �rst. In addition, parallel measures
need to be taken to improve the competitiveness of domestic enter-
prises as well as develop the skills of the workforce.

(30 July 1998; my emphasis)
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This statement clearly demonstrates that for Singapore and its enterprises
to compete effectively in the global economy, the state needs to imple-
ment appropriate policies without having to shut these local enterprises
out from external competition or to rely on subsidies from the govern-
ment. The political legitimacy of a strong state in domestic governance
apparently is secured through a discursive construction of an inevitable
external world of globalization in which Singapore either survives with
good state governance or falls with a free-for-all neoliberal approach to
economic governance. There are clearly some contradictions in this polit-
ical discourse of globalization and the Asian economic crisis. On the one
hand, the state subscribes to the IMF-style neoliberalism and attempts to
liberalize the Singapore economy to ‘embrace’ globalization and to attract
global capital. On the other hand, the state wants to regulate two impor-
tant foundations of the economy -  domestic labour and national �rms.
Mr Lee further indicated that Singapore’s commitment to active pursuit
of outward-oriented economic policies, including its regionalization
programme, has remained unchanged. What then are these policy
responses which presumably enhance the competitiveness of Singaporean
�rms and their opportunities to venture into the Asian region and beyond?

Policy responses of the embedded state to Asian 
economic crisis

Two such policy responses have already become apparent: (1) encouraging
or staging more mergers and acquisitions among GLCs to form formi-
dable ‘national champions’ and (2) replacing regionalization with global-
ization. These responses represent a qualitative change in the role of 
the embedded state towards re-regulating Singapore’s drive to develop a
strong external economy. First, the state has already spearheaded major
acquisitions and mergers even before the Asian economic crisis to consol-
idate further some key GLCs in order for them to compete effectively in
the global economy (see Table 2).7 In early 1997, Neptune Orient Lines
(NOL), Singapore’s national shipping line and a GLC, acquired the almost
150-year-old US shipping group American President Lines (APL) for
US$825 million (S$1.2 billion) in the largest foreign acquisition by any
Singapore �rm (The Straits Times, 15 April 1997; 19 April 1997; 21 April
1997). The role played by the state was that NOL could easily dwarf the
S$824 million that Temasek Holdings and the Government of Singapore
Investment Corporation, both major vehicles of the state’s involvement
in regionalization/globalization, cashed out of their investments in New
Zealand in 1991. The acquisition was also waived by the Stock Exchange
of Singapore to obtain shareholders’ approval. It enabled NOL to become
a major global player in the transportation and logistics sector, a clear
signal of NOL globalization drive to operate beyond the Asian region. It
also allowed NOL to achieve better economies of scale to compete with
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other global shipping lines. As its chairman, Mr Herman Hochstadt, noted,
‘[w]e feel that the two companies have a lot of synergy that we can put
to work’ (quoted in The Straits Times, 15 April 1997). Although it reported
a worst-ever loss of S$241 million (about US$144 million) for the 
six months ended 30 June 1998, NOL could have saved costs of up to
US$80 million as a result of the merger with APL (The Straits Times, 30
September 1998). Mergers and acquisitions have also become the norm
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Table 2 Recent acquisitions and mergers by government-linked corporations in
Singapore 

Name of Date of Amount Consequence Role of the state
company announce- of capital

ment

1. NOL 14 April S$1.2 l NOL as the second l S$824 million fund
(Singapore) 1997 billion largest local listed from Temasek 
acquired company Holdings and the GIC
APL (US) l NOL as one of the l Special waiver 

world’s biggest �eets granted by the Stock
with 113 vessels Exchange of Singapore

2. STIC 1 June S$3.3 l SCI as the largest l SCI chaired by
(Singapore) 1998 billion civil engineering and chairman of EDB
merged construction company l SCI 59.1% directly
with in Southeast Asia and indirectly held by
Sembawang l SCI as one of the Temasek Holdings
(Singapore) largest diversi�ed 

conglomerates from 
Southeast Asia

3. DBS 24 July S$9.4 l DBS as largest local l Approval of merger
Bank 1998 billion bank and one of the by the Ministry of
(Singapore) largest Asian banks Finance which owns
merged l DBS ranked 65th the POSBank, a
with POSB largest bank in the national savings bank
(Singapore) world l DBS chaired by 

l Access to much former chairman of 
more deposit for Temasek Holdings
investment

4. ST Pte 9 Sept S$330- l Vickers Ballas l ST Pte Ltd as one
Ltd 1998 400 Holdings Ltd as  of the most powerful
(Singapore) million one of the largest GLCs
acquired �nancial services 
Vickers �rms in Asia
Ballas 
(Singapore)

Source: The Straits Times, various issues.



in the shipping industry because of excessive over-capacity and global
competition. Commenting on the merger of two of Europe’s largest
container carriers, P&O (UK) and Nedlloyd (the Netherlands) in 1996,
Mr Hochstadt said that the merger ‘gave a very clear signal that this is
the way that major operators will have to go if you want to stay in the
business’ (quoted in The Straits Times, 15 April 1997).

In the midst of the Asian economic crisis, two major mergers and one
reverse takeover among GLCs in Singapore helped to consolidate the
market positions of the respective merged entities and their �rm-speci�c
advantages to compete effectively in the regional and global economy.8

On 1 June 1998, two listed GLCs, Singapore Technologies Industrial
Corporation (STIC) and Sembawang Corporation, announced that they
will merge to form SembCorp Industries (SCI), a diversi�ed Asian
conglomerate with ambitions to become a dominant force in the region
(The Straits Times, 2 June 1998). The deal will create the largest civil engi-
neering and building construction company in Southeast Asia with a
combined order book of S$2.4 billion over a three-year period. Based on
their 1997 results, the new group would have had sales of S$3.3 billion,
net pro�t of S$95 million and assets worth S$6.5 billion at the end of 1997.
SCI aims to achieve S$1 billion in pre-tax pro�t and S$10- 12 billion stakes
within ten years. After the merger, the Singapore government will continue
to hold a majority-shareholding position, with 14 per cent of SCI shares
held by Temasek Holdings and 45 per cent by its wholly-owned subsidiary
Singapore Technologies Pte Ltd. Mr Philip Yeo, the chairman of Economic
Development Board, will become the chairman of SCI. Its president and
CEO-designate, Mr Wong Kok Siew, said that ‘the merger means that we
will be big enough to compete with big players like the Fluror Daniels of
the world’ (quoted in The Straits Times, 2 June 1998). US-based Fluror
Daniels is known for its global position in the energy, petroleum, chemi-
cals, infrastructure and construction industries. The proposed merger
would also strengthen SCI’s position as a world leader in the industrial
park business, with more than S$1.2 billion already committed to �ve
parks in the Asian region.

In the banking and �nancial services industries, the proposed merger
between Development Bank of Singapore (DBS) and Post Of�ce of
Singapore Bank (POSB) announced on 24 July 1998 implies that DBS
Bank will now be able to tap into deposit-rich POSBank to become a
huge and possibly dominant force in the regional banking industry (The
Straits Times, 25 July 1998). In fact, DBS was already a net lender in the
interbank market even before the proposed merger. The former chairman
and CEO, Mr Ngiam Tong Dow, declared that ‘our aim is to become a
regional bank with a global reach’ (quoted in The Straits Times, 20 April
1998). It was on the prowl for more acquisitions in the Asia-Paci�c region.
The proposed merger came not long after the former chairman of Temasek
Holdings, Mr S. Dhanabalan, took over as DBS chairman from 9 May
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1998. Since the beginning of the Asian economic crisis, DBS had acquired
an 85 per cent interest in an Indonesia bank, increased its stake to 50.3
per cent in Thai Danu Bank and taken a 60 per cent stake in Philippines’
Bank of Southeast Asia and a 65 per cent stake in Hong Kong’s Kwong
On Bank (The Straits Times, 17 December 1998). Together these acquisi-
tions cost DBS more than S$330 million. After the proposed merger, DBS
Bank is expected to have total deposits of S$59.3 billion, shareholders’
funds of S$9.4 billion and total assets of S$93.4 billion, enabling it to
extend its global reach into the region and beyond. Referring to the global
player HSBC Holdings, a �nancial analyst said that the proposed merger
basically is ‘the Government’s way of forcing the pace on the private
sector to recapitalise and ful�l its wish for a HSBC here [in Singapore]’
(quoted in The Straits Times, 25 July 1998). More recently on 9 September
1998, Singapore Technologies Pte Ltd (STPL), a wholly-owned subsidiary
of Temasek Holdings, staged a reverse takeover of local stockbroking �rm
Vickers Ballas Holdings that will create an enlarged entity with assets of
S$2 billion and shareholders’ funds of S$800 million. The deal was a result
of the repositioning of ST Capital, a 70.8 per cent-owned subsidiary of
STPL, into a ‘pan-Asian diversi�ed �nancial services �rm that is skills-
and knowledge-based with Singapore as its anchor’ (quoted in The Straits
Times, 9 September 1998).

Second, the state has recognized the importance of participating in the
globalization of its national �rms since the mid-1990s. This U-turn in the
geographical focus of outward expansion of Singaporean �rms resulted
from the relative lack of success in Singapore’s regionalization programme.
This diversi�cation strategy has recently been con�rmed by the Committee
on Singapore’s Competitiveness which noted that:

One key lesson from the economic crisis is the need for diversi�ca-
tion. We need to maintain a judicious balance between the regional
and global dependencies of our economy, and diversify our range of
economic activities so as to cushion the impact of a slowdown in any
particular region.

(Ministry of Trade and Industry 1998: 60)

Geographically, Malaysia was the traditional destination for mostly
private-sector-driven FDI from Singapore (see Yeung 1998d). Since the
of�cial launch of Singapore’s regionalization programme in 1993, the focus
of FDI by Singaporean �rms, in particular GLCs, has been China and
Indonesia because they were seen as emerging markets with strong poten-
tial for growth (see Table 1). During the 1993- 95 period, Singapore’s FDI
in China grew over �vefold from S$444 million to S$2.4 billion and
Singapore’s FDI in Indonesia rose more than sixfold from S$517 million
to S$3.4 billion. Even before the onset of the Asian economic crisis,
Singapore’s investment in China was generally not very successful (Yeung
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1999c). In the midst of the crisis, Singapore’s FDI in China dipped 42 per
cent to US$1.5 billion for the �rst six months of 1998 (The Straits Times,
28 July 1998).

Indonesia and Malaysia, two major recipients of Singapore’s outward
investment, have suffered badly from the Asian economic crisis. Both
countries no longer offer much attraction to Singaporean �rms as poten-
tial investment destinations. With almost 80 per cent depreciation of the
rupiah, the resignation of the former authoritarian president Suharto and
recurrent social unrest, Indonesia has been stripped of its three decades
of achievements within several months in 1998 (see The Straits Times, 
2 July 1998). Facing tumbling stock markets and domestic currencies,
Malaysia has gone inward-looking in its economic and foreign policies.
The Mahathir-led government not only refused to accept IMF bailing-out
packages, but also shut itself from the global economy by imposing capital
controls on 1 October 1998 (see The Straits Times, 2 September 1998).
Diplomatically, Malaysia has engaged in a ‘Singapore-bashing’  discourse
which seriously undermines the con�dence of Singaporean investors in
Malaysia. To ride out of the Asian economic crisis, it becomes even more
imperative for Singaporean �rms, whether GLCs or non-GLCs, to expand
into growth regions in America and Europe. This globalization drive
requires a more developmental role of the state in Singapore. 

Even before the Asian economic crisis, the state in Singapore was
actively involved in exploring linkages with Europe through the Asia-
Europe Meeting (ASEM) and the Asia- Europe Forum (ASEF). How far
the inclusion of investment relations within such political fora will actu-
ally affect real investment decisions by �rms is open to question. It does,
however, raise the political visibility of investment issues and embeds them
more explicitly in an institutional framework (Yeung and Dicken 1998;
see also Chia and Tan 1997). Asia has not been an especially signi�cant
destination (in aggregate terms) for European investment. According to
UNCTAD (1996: xiv), Europe has not been a major destination for
outward FDI from Asia (other than Japan). As shown in Table 1, Europe
accounted for only 10 per cent of Singapore’s FDI in 1995. But the 1993- 95
period experienced a tremendous increase in Singapore’s FDI in the UK,
up more than sixfold from S$361 million in 1993 to S$2.4 billion in 1995.
Indeed, most of these large investments were in property, hotels and �nan-
cial sectors. The Government of Singapore Investment Corporation (GIC)
and Temasek Holdings have been in the UK for many years through a
combined 30 per cent stake in Thistle Hotels which was formerly known
as Mount Charlotte Investments (The Straits Times, 16 September 1997).
A large proportion of this rise in Singapore’s FDI in the UK was accounted
for by Mr Kwek Leng Beng’s, the celebrated Singapore entrepreneur,
CDL Hotels International which had invested over S$530 million for
Britain’s Copthorne chain of seventeen hotels in 1995 (Yeung 1999d). In
fact, Mr Kwek bought his �rst London hotel, The Gloucester, in 1992. He
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was once quoted as saying ‘I’ll take London’ (The Straits Times, 16
September 1997). His early move was subsequently followed by a string
of other Singaporean acquisitions of European hotels: Halkin and The
Metropolitan by HPL Singapore; Paragon Hotel by Teo Lay Swee; Holiday
Inn Kensington and Green Park Hotel by Lum Chang’s LC Hotels, and
Brown’s Hotel by DBS Land.

Since the Asian economic crisis, the state has been actively promoting
non-Asian destinations for potential private and public investors from
Singapore. Various trade and investment mission trips are organized by
the Trade Development Board (TDB) to Africa, Central Asia, the Middle
East, Central and Eastern Europe and Latin America (The Straits Times,
8 August 1998). Table 3 provides details of the role of TDB in promoting
Singapore’s trade and investments with various host regions outside Asia.
In particular, the state is convinced that Singaporean companies can
compete effectively against European companies in Africa, the Middle
East, and Central and Eastern Europe. In Latin America, Brazil,
Argentina, Chile and Mexico have been Singapore’s four top trading part-
ners in the region. The membership of Mexico in the North American
Free Trade Agreement (NAFTA) also facilitates its use by Singaporean
TNCs as an important base of operations for electronics investors plan-
ning to export to the US. NAFTA membership also allows Singaporean
TNCs in Mexico to enjoy tariff bene�ts and, more importantly, direct
access to the huge American market. Since Prime Minister Goh Chok
Tong’s visit to Mexico in September 1997, Singapore’s FDI in Mexico has
increased from US$19 million to US$87 million in August 1998 (The Straits
Times, 8 August 1998). PM Goh’s ‘political entrepreneurship’  also enabled
the establishment of a wholly-owned manufacturing plant in Mexico by
Natsteel Electronics Ltd, a leading electronics GLC from Singapore which
is ranked the world’s sixth largest contract manufacturer (The Straits
Times, 2 May 1998; also 14 April 1997; 11 July 1997; 12 October 1998).
As a truly global manufacturer from Singapore, Natsteel has manufac-
turing facilities in China, Hungary, Indonesia, Malaysia, Mexico, Thailand
and the US. Amongst its main clients are Apple, Compaq, Hewlett
Packard, IBM and Seagate. In another example, ST Engineering, a GLC,
with Temasek Holdings recently acquired a 20 per cent stake in Solectria
Corp, a leading US electric vehicle �rm (The Straits Times, 29 September
1998). The acquisition would enable ST Auto, another subsidiary under
the Singapore Technologies group, to distribute Solectria’s products in the
Asia-Paci�c region.

Conclusion: beyond neoliberalism and state intervention

The debate between neoliberalism and statism in the global political
economy and development studies literature is futile since the econ-
omy encompasses the state and the state is embedded in the economy. 
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Table 3 Recent activities by the Trade Development Board to promote
Singapore’s trade and investments outside Asia

Host Priority markets Activities
regions

Africa l Tourism, manufacturing, l Mission to western Africa in
infrastructure development and March 1998
resource-mining industries l Business Opportunities
l furniture trade with South Africa Conference on Africa in 

November 1998

Central l Azerbaijan and Kazakhstan: l Two infrastructure fairs in 
Asia political stability and no foreign Azerbaijan in 1999

exchange control l Taking part in Aspat 98 (food
l Trading in foodstuffs, fair) and InterFood Kazakhstan
commodities, consumer electronics in late 1998
and household goods
l Real-estate boom: building 
material supplies, furniture and 
�xtures

Middle l United Arab Emirates: l Several food, infrastructure 
East redistribution hub of the Middle East and building materials missions

l Saudi Arabia: Singapore’s planned
biggest trading partner for the region
l Lebanon: reconstruction and 
building materials industries
l Iran and Turkey: sources for 
building materials

Central l Russia: consumer electronics, l Two trips to the Baltics since
and food and beverages January 1998
Eastern l Czech Republic, Hungary, Poland l Trade promotion with Russia
Europe and Slovenia: electronics, food and the European Union

industry and property development
l Contract manufacturing and 
outsourcing for the IT industry

Latin l Brazil, Argentina, Chile and l Three electronics missions to
America Mexico: top trading partners with Mexico and two business semi-

Singapore in the region nars there since September 1997
l Growing consumer markets: l A multi-sectoral mission to
lower tariffs and privatization Brazil, Argentina and Chile in 

April 1997: companies from 
consumer products, food and 
beverage, textile and timber 
sectors
l Two more missions to be held 
by end 1998

Source: Collated from The Straits Times, 8 August 1998, p. 17.
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To separate the economy from the state or vice versa in our understanding
of global economic change is to commit the fallacy of composition. Instead,
we should conceptualize the state- economy relationship as a dialectical
process of interdependence and interconnectedness. In the midst of the
recent Asian economic crisis and the rapid ascendancy of globalization
discourses, blaming all economic problems on state intervention is not
only conceptually wrong, but also detrimental to appropriate policy
responses. Using the words of IMF neoliberalists, I believe that crisis
tendencies in capitalism will encourage more state ‘intervention’ to ‘liber-
alize’ the market, a seemingly contradictory state behaviour. Intervention
and liberalization have always been the processes through which the
economy is embedded in the state and vice versa. In particular, the state
can be directly involved in economic action through re-regulating the
economy. Of course, speci�c policies pursued by states will vary according
to the political and social contexts of the countries concerned. The state
can also in�uence economic action and justify its legitimacy through
engaging in political discourses which defer domestic economic issues from
the national scale to the global scale. This is known as the scale politics
of globalization discourses (see Cox 1997; Dicken et al. 1997; Yeung 1998a;
Kelly 1999).

In Singapore, the state has always been actively involved in domestic
economic processes. When its domestic economic engine had run out of
steam by the 1980s, the state started to search for an alternative ‘institu-
tional �x’ to give a new life to the economy which was dependent so much
on foreign capital. In that process, the state took a lead to develop wider
regional linkages through which Singaporean companies, both private and
GLCs, could expand their business horizons and investment opportunities
beyond the limited domestic market. Beginning with the ‘growth triangle’
concept in 1989, the state has relentlessly promoted the building of an
external economy which not only supplements Singapore’s domestic
economy, but more importantly serves as a springboard to establish
Singapore Inc. Though unprecedented in nature, the recent Asian econ-
omic crisis is unlikely to dismantle this state- economy embeddedness.
Instead, I argue that the crisis has given the state more material and discur-
sive power to re-regulate the economy. Paradoxically, the crisis has
enhanced the discursive and institutional capacities of the state in
governing the economy. I have suggested two speci�c and, yet, qualita-
tively different directions through which such enhanced state governance
is made possible. First, more state-driven mergers and acquisitions of
GLCs will enable these national �rms to become competitive both in the
short term and the long term. Second, the geographic scope of Singapore’s
outward investment will be shifted from the regional scale to the global
scale. This is because existing regional investments are neither very
successful nor likely to be successful in view of the Asian economic crisis.
As a result, it is likely that the world, not just Asia, is Singapore’s ‘oyster’.
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What lessons do we learn from Singapore’s regionalization programme
which may be relevant to Asia? The central message of this article is that
we need to recognize the importance of re-regulation at both national and
global scales. This may not be such a novel suggestion, as a similar plea
for more coordinated global action and a new ‘architecture’ for the global
economic order to ‘cure’ the Asian ‘�u’ has already been suggested by
people ranging from politicians (e.g. Dr Mahathir Mohamad) to �nanciers
and bankers (e.g. George Soros and Joseph Stiglitz) and academics (e.g.
Jagdish Bhagwati, Jeffrey Sachs and Paul Krugman). For Asian emerging
economies, the urgent task is not to liberalize blindly, but to consolidate
the institutional capacities of the state in order to re-regulate the ailing
domestic economies, in particular the capital and �nancial markets (Wade
and Veneroso 1998). Malaysia has already taken steps to impose unprece-
dented controls on short-term inward and outward capital �ows. This state
action in Malaysia, however, was taken in the context of a ‘globalization
backlash’ manifested in rising nationalism, a move towards ‘illiberal solu-
tions’ with recourse to strong leaders and the politics of populism (The
Straits Times, 19 September 1998).

For other Asian economies, the state should recognize that it is not a
question of ‘retreating’ from participating in globalization, but also a ques-
tion of how to re-regulate the national economies to make the most out
of globalization. Moreover, the global economy still offers both opportu-
nities and constraints for ailing Asian economies. The prospect for
successful late capitalist development, as in the case of Singapore through
its state-driven regionalization programme, appears to be a policy of being
‘in and against the (global) market’: As concluded by Kiely (1998: 83;
original italics), ‘[s]uccessful late developers will be in the world market
in that they attempt to draw on its opportunities, but will be against it in
that the state will play a crucial role in removing its constraints’. This idea
is based on the recognition that important reforms and opportunities can
be gained from being in the capitalist state, but that these are always
compromised or constrained by the dominance of capitalist social rela-
tions and the role of the state in securing this dominance. There is thus
a need to be simultaneously against the state through more participatory
citizenship, civic consciousness and democratic institutions (see Bello
1998). The state, while embedded in and regulating the economy, needs
to be regulated by social actors, their institutions and relations.
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Notes

1 ‘External economy’ here refers to the totality of foreign operations of value-
added manufacturing and services controlled by Singapore-based companies.

2 See Yeung (1999b) for a case study of neoliberalist contradictions in Hong
Kong’s economy.

3 The term ‘social regulation’ is taken from the regulationist perspective �rst
developed by French radical political economists in an attempt to explain
changes in capitalism by reference to the overall social structure (Aglietta
1976; Lipietz 1987; Boyer 1990). Peck and Tickell (1995) argued that the adop-
tion of the theory in the Anglo-Saxon world has led to some confusion over
terminology because the original French word, régulation, conveys a wider set
of social processes rather than direct intervention by the state as understood
in the English version of the word. For a recent study of the social sustain-
ability of Singapore’s regionalization drive, see Willis and Yeoh (1998).

4 See a comprehensive twelve-page special report on the Asian economic 
meltdown in The Straits Times, 2 July 1998. It is beyond the scope of this
article to debate on the causes of the crisis and the prescriptions for affected
economies. For a sample of some very different views, see Rosenberger (1997),
Garnaut (1998), Haggard and MacIntyre (1998), Jomo (1998), McLeod and
Garnaut (1998) and Wade and Veneroso (1998).

5 There is a possibility, however, that the regional exposure of these Singapore
banks has not been fully revealed.

6 This institutional capacity of the state in Singapore is clearly evident in uncon-
tested implementation of the recently announced S$10 billion cost-cutting
packages in which wages of Singapore’s workforce were reduced by 5- 8 per
cent and the employers’ contributions to the Central Provident Fund were
reduced from 20 per cent of gross salaries to 10 per cent (The Straits Times,
12 November 1998).

7 For a recent study of the strategies and performance of these GLCs, see Singh
and Ang (1998).

8 Some �nancial analysts, however, saw those mergers and acquisitions in the
midst of the crisis as a form of the state bailing out ailing GLCs. The recent
report by the Committee on Singapore’s Competitiveness (Ministry of Trade
and Industry 1998), however, viewed these restructuring activities of GLCs as
a process of building world-class companies as another complementary source
of economic growth in Singapore.
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