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World will be much worse off'if
global economy splits: Tharman

Important to mitigate risk of bifurcation of supply chains and technology standards, he says

Ovais Subhani
Senior Correspondent

Singapore’s Senior Minister Thar-
man Shanmugaratnam believes
that it is possible to diversify sup-
ply chains for better risk manage-
ment, remain an open economy
while catering goodjobsand, at the
same time, avoid bifurcation of the
world into rival camps of trade and
technology.

In a one-on-one virtual dialogue
with US Secretary of Commerce
Gina Raimondo, Mr Tharman said
the world will be “much worse off”
if the global economy splits.

The dialogue, held late on Mon-
day, was organised by the Lee
Kuan Yew School of Public Policy
and American think-tank Peterson
Institute for International Econom-
ics (PIIE). It was part of the webi-
nar, Supply Chains In A World Of
Conflict And Covid-19, and was
moderated by PIIE president
Adam Posen.

Ms Raimondo, however, under-
lined her government’s mistrust of
China’s trade practices and instead
put forward US President Joe
Biden’s vision of an Indo-Pacific
economic framework which will
bring together what she called
like-minded and trusted partners
across the region, including Singa-
pore.

She also coined a new term
“friend-shoring” while referring to
a US policy shift towards the Indo-
Pacificregion.

“We are taking a dual approach
of investing in domestic manufac-
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turing as well as pursuing what we
are calling friend-shoring, so that
like-minded partners like you are
fully integrated into our supply
chains,” she said.

She added that the integration
means looking for areas for greater
collaboration, increased trans-
parency, agreement on supply-
chain resilience principles, sharing
best practices, identifying diverse
sources of supply and coordinating
investment in alternative supply
chains.

The US is Singapore’s top foreign
investor and second-largest trade
partner after China.

Referring to the recent US agree-
ment with the European Union on
aluminium and steel tariffs, Ms
Raimondo said the deal also ad-

dresses global overcapacity from
China and toughens enforcement
mechanisms to prevent leakage of
Chinese and other unfairly traded
commodities into the US market.
She also mentioned the progress
made by the US-EU Trade and
Technology Council, which multi-
ple US officials have described as
an attempt to deny China catching
up with developmentsin advanced
and critical technologies.
However, Mr Tharman, who is
also chairman of the Monetary
Authority of Singapore and the
Coordinating Minister for Social
Policies, emphasised that “the
world economy is going to be a
weaker economy if we do not see
a roll-back of all forms of pro-
tection and discrimination”.
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He said Covid-19 has led to a step
change in the way in which global
corporations, as well as medium-
sized companies, are thinking
about supply chains.

This change of view is not about
a retreat from globalisation, but
more about diversifying supply
chains and better risk manage-
ment ofawhole set of practices, in-
cluding in managing inventories
and the ability to move production
and sourcing from one site to an-
otherat shortnotice.

He said Asean countries and
other developing economies will
be part of these diversified supply,
production and logistics net-
works.

“What we really want to do is try
and avoid this being an either-or

situation. In other words, either
youare part of aUS network of sup-
ply chains, or you are part of China
or another network of supply
chains. We've got to try and miti-
gate as much as we can the risk of
bifurcation of supply chains and of
technology standards.”

He said Singapore will play its
part to ensure as much as possible
thatitis in an open and connected
world not just for goods and ser-
vices, but also increasingly for data
and other digital services.

In this regard, he mentioned Sin-
gapore’s digital economy agree-
ments with several countries, in-
cluding Australia, New Zealand
and Chile. The US and Singapore re-
cently signed a memorandum that
aims to strengthen trade and in-
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vestment collaboration between
the two countries.

Mr Tharman agreed with Ms Rai-
mondo on increasing focus on the
domestic economy, creating jobs
for people and addressing income
inequalities.

“That’s what every responsible
government has to do. Find ways
of opening up internationally but
double down on the right domestic
social and economic strategies to
preserve inclusiveness and ensure
that you have got that broad base
of good jobs that are being created.
Not always the same jobs that ex-
isted before, but you are always
catering to that broad base of work-
force with good jobs.”

He said governments should not
pick winners among businesses or
offer subsidies to certain indus-
tries that end up diverting re-
sources from businesses preferred
by the market to those preferred
by policymakers, eventually lead-
ing to losses for the overall econ-
omy.

“But what we need now to ad-
dress with renewed energy is the
development of collective capac-
ity. And that means everything
from a strong pre-school sector to
provide opportunities for social
mobility or at least not stunt social
mobility early in life... to a high-
quality public school sector and
broadband access across the full
span of the population.”

Companies have been dealing
with supply chain problems since
the start of the US-China trade war
in2018.

The Covid-19 pandemic further
worsened those issues as indus-
trial production and port opera-
tions suffered amid nationwide
lockdowns. More recently, produc-
tion shortfalls and logistical bottle-
necks have also pushed business
costshigher.

While several multinational cor-
porations have signalled that they
may reconfigure their supply
chains to manage these challenges,
some governments are also look-
ing at attracting production of es-
sential and critical goods and their
supply networks back home or
closer to home. These are referred
toasreshoring and near-shoring.
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