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Introduction

Introduction

Apart from Mayan eschatology, 2012 is also significant—for me,
at least—in another respect. It marks the 20th annivesary of my in-
volvement in politics, or more accurately, in the struggle for freedom
in Singapore. During the period, I have raised a plethora of issues—
from the high-profile to the more obscure, crossed swords with the
rulers of this country and partaken of significant political events in
Singapore. I hope that I have been able to influence, to whatever de-
gree, Singapore’s politics; it certainly has influenced me.

Through it all, one word has always occupied the centre of my
political work. Indeed, it is more than a word. It is a belief, a way of
life that has eluded this nation and her people. It is a goal to which |
have dedicated my life to achieving. That word, that belief, that goal
is democracy.

Democracy is an idea and a practice that is still largely alien to
many Singaporeans, no thanks to Lee Kuan Yew who has, in the last
half-a-century, forced a people into believing that its adoption is in-
imical to economic growth. I have always said—even in the best of
economic times—that the dichotomy between economic progress
and political freedom is a false one, forced upon society by Lee for
his narrow political ends. And | have always pointed out the mendac-
ity of this argument, sometimes loudly, other times quietly but always
insistently. In fact, striving for economic gain without making the
necessary concomitant political development is to ensure a society
that is unbalanced and malformed. Recent developments are begin-
ning to prove such an observation correct.

Of course, it would be foolish to argue that Singapore’s overall
economic situation has not improved over the years. But to attribute
this growth to the PAP system is equally foolhardy. As Nobel Lau-
reate and economist Paul Krugman noted: “When Asian economies
delivered nothing but good news...it is easy to assume that so-called
planners knew what they were doing. It is easy for government policy
makers to look competent in a prosperous economy. But they may not
have a clue!” Krugman’s observation (made in 1998) is noteworthy
because in 2008, when the American and European economies seized
up and the capital that had been flowing into Singapore evaporated,
our economy dropped like a rock in free fall. In the immediate after-
math of the financial meltdown, PAP leaders were clueless on how to
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proceed, quite bereft of the star qualities they had been attributing to
themselves during the boom years.

This is the subject | start with in the book. | present in Part | a
series of chapters describing an economic system put in place by the
PAP government that produces precious little that the world wants to
buy. We, instead, expand our economy by re-writing our laws to at-
tract capital—lots of it. While such a strategy brings much wealth into
the country, it also concentrates the wealth in the hands of a few. The
resultant effect is a society in which the masses are disenfranchised.
It creates a place where we live but have little say, where we work
but have little reward. In Chapter 1, | talk about the government’s
push into the murky world of high finance where banking secrecy
rules ensure minimum disclosure and maximum returns for wealthy
individuals and corporations. In other words, we have become a tax
haven. This may sound like a bountiful harvest of wealth for Singa-
poreans but the reality is that the infusion of enormous amounts of
capital (and the euphoria that comes with it) masks a longer-term
erosion of our economic fundamentals, not to mention societal val-
ues. .

The problem is exacerbated by our infatuation of things neolib-
eral. The collaboration between the PAP and the practitioners of the
Washington Consensus have dominated our economy to the extent
that ordinary Singaporeans have been crowded out of it. To rub chilli
padi into our wounds, Lee tells us that democracy is a Western val-
ue unsuited to our Asian heritage and shreds our constitution which
guarantees the Singaporean people their fundamental freedoms. This
has crippled the ability of the citizenry in opposing the PAP’s imposi-
tion of Western market fundamentalism on Singapore. This subject is
examined in Chapter 2.

Chapter 3 talks about the combined economic effects of our being
a tax haven and the continued reliance of MNCs which have pro-
duced a yawning gap between the rich and the needy. The dangers of
a wide wealth disparity and how such inequality will undo society are
also discussed.

While the world is engulfed in sovereign debt crises, Singapore is
also a highly leveraged economy with our debt-to-GDP ratio stand-
ing at more than 100 percent, higher than that of the US’. What are
the implications of such a fiscal arrangement and will Singaporeans
also face a situation witnessed in other countries especially those in
Europe? These questions are discussed in Chapter 4 in which | also
examine the management of our national wealth.
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The following chapter highlights the shockingly reckless manner
in which the GIC and TH invested our reserves especially in the lead
up to, and during, the turmoil of the financial crisis in 2008. The lack
of accountability of the people who placed themselves as custodi-
ans of the hundreds of billions of dollars of our national reserves is
matched only by the lack of transparency in the system they operate.

Such an arrangement and its attendant, deleterious problems have
come about primarily because of the absence of democratic politics.
The decimation of the political opposition, media and trade unions
have allowed Lee and his party to run the country unchecked. Part
Il starts with a discussion of dissent and the need for its expression.
Without the ability to physically come together in public to express
our dissent, we have the form of a democracy but none of its sub-
stance. This chapter is followed by an exposition of non-violent ac-
tion and its application in Singapore. It highlights the philosophy and
the technique of resisting, and eventually overcoming, the repressive
system of the PAP government. It also documents some of the ac-
tivities that Singaporean activists have conducted over the years in
an effort to engage the government over policy issues. Without the
physical congregation of citizens in public areas, the effectiveness of
persuading a government to change policy is severely limited, if not
altogether impossible. Another Nobel Laureate for Economics and
celebrated author of Development As Freedom, Professor Amartya
Sen, explains:

Political and civil rights give people the opportunity to draw
attention forcefully to the general needs and to demand ap-
propriate public action. The governmental response to acute
suffering often depends on the pressure that is put on it and this
is where the political rights (voting, criticizing, protesting, and
so on) can make a real difference.

Even then, there are many in the opposition camp who do not
subscribe to such political and civil activism because they see this as
confrontational politics which must be avoided. The PAP, seeing the
opportunity, has driven the wedge in the opposition—Iabelling the
SDP as confrontational and destructive, and others as moderate and
acceptable—to prevent the building of a coalition of pro-democracy
forces. Chapter 8 talks about this issue and lays out the steps to build
up a united and effective opposition.

Such division within the opposition camp was most pronouned
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during the period when the SDP suffered a split with its leader Chiam
See Tong. | recount in Chapter 9 the events that led up to the resigna-
tion of the party’s erstwhile secretary-general of his post and his sub-
sequent expulsion from the SDP. The PAP exploited the situation by
labelling me as an ingrate who had entered the party to usurp Chiam’s
position. | set the record straight in this chapter and explain how Sin-
gaporeans were misled into believing (many still do) that | was the
one who had ousted Chiam.

Efforts to democratise Singapore are undermined by the lack of
the rule of law. Part 111 delves into this complex, but important, topic.
I argue in this section that going to the ballot box once every five
years is hardly sufficient because in between elections, much can be
done—and much has been done—by the PAP to manipulate the elec-
tion process to its advanatage. What we need is the protection under
the rule of law where the people, through mass assembly, pressure
the PAP into instituting political reform. Without the rule of law, the
ruling party has been able to enact and amend legislation at will to
ensure that the political opposition and civil society—groups essen-
tial for a functioning democracy—remain hobbled and ineffective.
Chapter 10 consists of missives that | wrote to the Chief Justice and
members of the legal community where I dispute the contention that
the rule of law is practiced in our jurisdiction.

| elaborate on this in Chapter 11 where | present court submis-
sions and legal arguments that my colleagues and | made during the
trials when we were prosecuted for participating in peaceful protests.
This chapter scritinises testimony from the police that incontrovert-
ibly demonstrate the PAP’s use of the law and law enforcement to
undermine the fundamental freedoms of Singaporeans.

In 2008, Chee Siok Chin and I cross-examined Lee Kuan Yew
and Lee Hsien Loong in court. This took place during the hearing
for the assessment of damages in the defamation lawsuits which the
Lees took against the SDP and its executive members. | had subse-
quently obtained the court recording of the exchange and made it
public through the Internet. The transcript is presented in Chapter 12.

Through the years | have been involved in politics, | have written
many letters and commentary pieces, participated in several inter-
views, and given numerous speeches. These have reflected my posi-
tions and views on the issues that span the two decades of my politi-
cal life. I present them in the chapters in Part IV of the book.

Also, there are numerous acronyms of places, organisations and
titles which I have made references to throughout the book. For ease
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of reference and to unclutter the text, | have used a glossary to spell
out these abbreviations.

In my years of service to this nation, | have called on Singapore-
ans to stand up for their rights. My opponents and skeptics continue
to argue that rights won’t make us rich. Perhaps. But while democ-
racy may not fatten our bank accounts, it enables us to keep those
in power from taking our society over the edge. Without democratic
safeguards, we may very well wake up one day and find ourselves
economically impoverished. In addition, a politically free society fos-
ters a cultural attitude that encourages innovation and a can-do spirit
so comprehensively, yet laconically, captured by Steve Jobs’ exhorta-
tion: “Stay hungry. Stay foolish.” It is such a culture that opens up
new economic opportunities.

I admit that democracy is not a subject that lends itself to urgent
attention in a society preoccupied with material riches. But | can no
longer wait to warn the people of the dangers that lie ahead than can
society afford not to pay attention. Unfortunately, by the time the
situation turns so dire, we may rue the lost opportunity to defend our
political rights and ourselves. There is much that we can do to change
course and we must apply ourselves with urgency. For this reason, as
unattractive and as unenviable as the task maybe, the effort to rouse
the nation from its political slumber must continue. This book, a sum-
mary of all that | have been saying and doing for the last two decades,
is my contribution to that effort.






PART I

THE POLITICAL
ECONOMY






Asia’s Switzerland

Chapter 1
Asia’s Switzerland

Singapore’s status as a financial hub seems secure as we stand head
and shoulders above everyone else in the realm of banking—or at
least here in Southeast Asia. Ours has the look and feel of a successful
economy steeped in wealth-management, and purring with maximum
efficiency and minimum corruption. It certainly does not convey the
impression of a system under-girded by weaknesses and dangers that
threaten its progress. And yet, in reality, our standing as a financial
centre is being seriously questioned.

It is a situation that few Singaporeans know, much less care, about.
But it is a matter that calls for urgent attention because of the change
in the global financial climate. It is a matter that will mean much to
our economic lives in Singapore. This chapter traces the recent his-
tory of Singapore’s build up in asset management and the preemi-
nence we have established for ourselves in the world of finance and,
disturbingly, how we have taken the turn into the world of tax ha-
vens. It also describes the changed mood of the global community
towards the financial system here and elsewhere, and how Singapore
is increasingly viewed. With the world reeling from an economic
meltdown, it may be a good time for Singaporeans to start paying at-
tention to what others are saying about the way we make our money.

Change laws, make money

At the heart of the issue is how our city-state has worked its way up
the financial ladder. In the wake of the Asian financial crisis in 1998,
the Singapore government decided to make our country the financial
capital of Asia, if not the world.

At about that time, Switzerland, the Mecca of secretive banking,
came under pressure from the EU to amend its laws to enable greater
financial transparency and to provide information on accounts sus-
pected to belong to tax evaders from other European nations. The
PAP saw the opportunity and introduced legislation to tighten up se-
crecy protections in our financial institutions to attract investors and
account holders fleeing Switzerland. In 2001, PM Lee Hsien Loong,
then deputy prime minister, finance minister and chairman of the
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MAS all rolled into one, met with bankers from all over the world
to discuss how Singapore could tailor its laws to become a premier
banking centre. The Wall Street Journal reported that that Lee “has
personally overseen the city-state’s private-banking push.”* Follow-
ing the consultations, he introduced amendments to the Banking Act
to revise secrecy provisions so that “only very few exceptions have
been allowed for the disclosure of information relating to a custom-
er’s deposit and funds placed for investment” and that “a person who
receives customer information will be required by law to keep the
information confidential.” The penalty for breaking such a law is a
fine of up to $125,000 or 3-years’ jail or both.2 In 2004, trust laws
were amended to allow foreigners, especially Europeans, to avoid
laws in their home countries that regulate inheritance of an estate by
family members.

Lee’s efforts worked a miracle. The number of private banks op-
erating in Singapore nearly doubled from 20 to 35 between 2000 and
2005. Credit Suisse moved its international private-banking sector to
Singapore from Zurich. A banker said that Singapore “will be the fast-
est growing offshore private-banking centre in the next five years.”
Funds from all over the world poured into our banks and financial
institutions. At end-2007, the MAS reported that total assets under
management reached $1.173 trillion (approximately US$814 billion)
up from $150 billion in 1998, an increase of 682 percent in 10 years
(see Figure 1). Eighty-six percent of these funds, which include pri-
vate banking money, came from outside Singapore. Of these 44 per-
cent was from the Asia-Pacific region and 36 percent from Europe.

In the 10 years to 2010, the total assets managed by the Singa-
pore’s wealth management and private banking sector increased
11-fold to US$550 billion. “By 2015, Singapore is expected to have
gained significant ground on, and could even surpass, Switzerland
as the world’s largest offshore financial centre,” said Wealth Insight
analyst Andrew Amoils. “This will be fueled by HNWI growth in the
Asia-Pacific region and global clients moving their offshore funds
from other financial centres to Singapore.” In the same period, the
number of foreign professionals working in Singapore’s finance in-
dustry went up by 9,600.

Can we afford to be Asia’s Switzerland?
Such an approach not only attracts foreign funds but also foreign op-
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probrium. There are more than just concerns that Singapore has be-
come a tax haven in the mold of Switzerland, a place where individu-
als and corporations go to deposit their cash, often to avoid taxation
in their own countries.

Not only have tax evaders found a haven in Singapore, money-
launderers are also flocking to the city-state. This subject is discussed
in greater detail in my previous book A Nation Cheated. Several years
ago, a friend of mine from Cambodia intimated to me a story about
four women—all single—from Phnom Penh depositing $80 million
between them in Singapore banks. No questions asked. “Four single
women? $80 million? From Cambodia which is dirt poor?” she asked
with a mixture of rhetoric and incredulity, “And no one here both-
ers to ask how they got the money?” In case anyone thinks that the
remark carried sexist overtones, my friend was a hard champion of
equal rights for women.

Of course, the PAP government denies these charges. “Singapore
is not a tax haven,” George Yeo said when he was foreign minister,
“we are a low-tax country but not a tax haven. We’re an international
financial centre so banking secrecy is very important. It is protected
by law. But at the same time we do not condone drug money or terror-
ism money or money laundering—these are crimes.” Perhaps. But
the devil is in the fine-print, so they say. In an exchange of emails,
Markus Meinzer of the TJN, an organisation calling for greater ac-
tion on tax havens, told me that “the main and biggest (but not only)
problem with the Singapore tax haven legal structure lies in the re-
quirement of an domestic tax interest being present if a request for
criminal assistance in tax matters is made.” This means that if a for-
eign authority requests for information on accounts suspected of tax
evasion in Singapore, the government will only cooperate if, and only
if, the case also involves an evasion of tax due to the Singapore au-
thorities.

This effectively puts paid to foreign governments wanting infor-
mation about their tax fugitives who stash their money in Singapore.
If it is not a crime in Singapore then no can do, we will not release
information about the tax offender. This problem was highlighted in
a case in 2005 involving a former chief of an Italian bank, Gianpiero
Fiorani, who was arrested in Milan for suspected misappropriation
of funds. Fiorani had then shifted some of his assets to Singapore
through a Swiss bank. The Wall Street Journal reported that when he
was questioned by the police following his arrest, Fiorani said that he
had moved his funds “to better protect the money” and for “peace of
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mind.”® When contacted about the matter, the MAS declined to com-
ment. It is such unwillingness to cooperate with foreign governments
and the lack of transparency that has solidified Singapore’s reputation
as a tax haven.

The mood changes

To be sure, tax havens are not a new phenomena. They have been
around for decades, acting as shelters for wealthy individuals wanting
to avoid paying taxes in their home countries. Singapore has gotten in
on the business only recently compared to other places. But since the
advent of the financial crisis in 2008 where some western banks have
been wiped out and others left on life-support, some governments
have hardened their stance towards offshore banking secrecy. As they
find themselves bleeding cash, many of these governments are turn-
ing to other means to shore up their finances, one of them being to
stop tax monies flowing to offshore secret jurisdictions.

In February 2007, a young US Senator co-sponsored a bill with
two of his colleagues to stop tax havens from exploiting loopholes
in the US tax structure. They rather straightforwardly called the
proposed legislation the Stop Tax Haven Abuse Act. The proposed
legislation describes how Offshore Secrecy Jurisdictions—or tax
havens—undermine the integrity of the US tax system, robbing the
Treasury of more than US$100 billion each year. It aims to “close
these loopholes, shut down offshore tax schemes.”” These jurisdic-
tions, the bill says, “make it nearly impossible for US authorities to
gain access to needed information.”® At that time, the young sena-
tor said about the legislation: “This is a basic issue of fairness and
integrity. We need to crack down on individuals and businesses that
abuse our tax laws so that those who work hard and play by the rules
aren’t disadvantaged.” In November 2008, this senator was elected
President of the United States. President Barack Obama was expected
to introduce wide-ranging tax-reform laws that could end years of
financial secrecy that have protected the wealthy and MNCs as they
move funds from one jurisdiction to another. A co-author of the bill
Senator Carl Levin added:

In effect, tax havens sell secrecy to attract clients to their
shores. They peddle secrecy the way other countries advertise
high quality services. That secrecy is used to cloak tax evasion
and other misconduct, and it is that offshore secrecy that is
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targeted in our bill.”®

In the proposal, Senator Levin identified a list of 34 jurisdictions
as tax havens of which Singapore was one. In 2008, the US IRS went
after Swiss Bank UBS which agreed to cooperate with America’s tax
authorities and release information about its American clients who
were suspected of evading taxes owed to the US. In return, the IRS
would grant the offenders amnesty and not proceed with criminal
prosecution. It is believed that some 20,000 US citizens have worked
with bankers at UBS to avoid paying taxes.’® The US government
didn’t stop there. It threatened to prosecute the Swiss banking gi-
ant. The UBS subsequently agreed to pay US$780 million in fines,
interest, and restitution to avoid charges that it abetted the evasion of
taxes by Americans as well as to “expeditiously exit the business of
providing banking services to United States clients with undeclared
accounts.”*

In 2010, the US enacted the FATCA as part of the effort to “com-
bat tax evasion by US persons holding investments in offshore ac-
counts.”*? The law requires financial institutions based outside the US
to obtain and report information about income and interest payments
accrued to the accounts of American clients. But rather than rely on
international agreements that are unwieldy and hard to enforce, the
US is directly targeting individual banks, bringing criminal charges
against financial institutions which facilitate tax evasion by US citi-
zens. As a result, banks like the HSBC, Deutsche Bank and DBS
turned away billions of dollars in business with potential American
clients.®

The US is not the only country intent on resolving the tax haven
problem. In 2005, the EU adopted the Savings Tax Directive to com-
bat taxes lost to tax havens. European countries like Austria, Luxem-
bourg and, of course, Switzerland have come under pressure to stop
their bank-secrecy practices. The OECD is also hot on the pursuit of
tax havens, listing four factors to determine if a jurisdiction is a tax
haven or not:

» whether the jurisdiction imposes no or only nominal taxes,

» whether there is lack of transparency,

» whether there are laws or administrative practices that pre-
vent the effective exchange of information for tax purpos-
es with other governments on taxpayers benefiting from
the no or nominal taxation,
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» and whether there is an absence of a requirement that the
activity be substantial.*4

“The political climate on the issue of tax havens has changed dra-
matically over the past three months,” says Jeffrey Owens, director of
the Centre for Tax Policy Administration at the OECD.* Owens has
spearheaded the organisation’s drive to crackdown on international
finance secrecy for more than a decade and says that the financial
crisis has intensified the attack on havens. At the G20 summit con-
vened in Washington, DC in November 2008, leaders there agreed
that the matter of tax shelters “should be vigorously addressed.”®
They pledged to cooperate on international regulation of the finan-
cial system which included a promise to work together to “protect
themselves against ‘non-cooperative’ offshore tax havens.” They also
wanted to impose controls on hedge funds and ratings agencies, and
also “force all the world’s secrecy and tax havens to cease and desist
their resistance to disclosure.”’

To be sure, tax evaders don’t only come from wealthy countries.
Developing economies are also suffering from the drain of tax dollars
to secretive financial jurisdictions. Angel Gurria, Secretary-General
of the OECD, noted that: “Developing countries are estimated to
lose to tax havens almost three times what they get from developed
countries in aid. If taxes on assets hidden by tax dodgers were col-
lected in their owners’ jurisdictions, billions of dollars could become
available for financing development.”® For instance, Singapore’s re-
lations with Indonesia continue to be rankled by allegations that the
city-state harbours tax fugitives and wealthy businessmen who made
away with billions of dollars during the financial chaos when Suharto
was toppled. But while rich nations are able to fund programs to ad-
dress the problems of tax havens, poor countries don’t have the same
resources. As a consequence, global poverty becomes even more en-
trenched. The world’s opinion-makers are beginning to see that pov-
erty on such a scale is a threat to international stability and security.
Power-mongering ideologues and terrorists feed on such economic
deprivation to cause mayhem. World leaders are awakening to the
reality that urgent action is needed to remedy the imbalance.

Does it matter that Singapore is a tax haven?
But why should Singaporeans care? Isn’t it good that we have be-
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come fabulously rich from all the money pouring in to our banks?
Some will argue that it is silly to bring morality and ethics into busi-
ness. Tax haven money or no, clean money or dirty money, it’s still
money. We get to use it and that’s all that matters.

Unfortunately, it’s not. Building our nation up as a secretive tax
haven is neither good politics nor good economics. The strategy is,
at best, risky and, at worst, downright dangerous for Singaporeans
both on the domestic and international fronts. In the first place, Sin-
gapore does not need such funds to survive. We want them to make
ourselves glamorous. Needs and wants are two different things. In the
second place, ethics has everything to do with the business. The mis-
ery that retail investors are suffering over the toxic mini-bonds which
became worthless overnight when Lehman Brothers went bankrupt
is a good reminder that morality plays a large part in how we run fi-
nancial systems. It was the avarice of bankers that led to the collapse
of the world’s financial system. If it needs to be said again, greed and
unethical practices are not good motivators of wealth-making. Yet,
these are what Singapore’s financial system has come to depend on
as we get deeper into becoming a tax haven.

Of course, the PAP government is all for turning Singapore into
an offshore banking centre; it benefits hugely from the strategy. By
encouraging money to be parked in Singapore, banks here engorge
themselves with money. Top bankers reap the dividends and pay
themselves huge salaries and bonuses. By pegging their salaries to
the biggest earners in the country, PAP ministers strike mother lode.
In 2007, their salaries ballooned by 85 percent from the previous year.

What about ordinary folks? Does becoming an offshore banking
centre really benefit Singaporeans? We see the ultra-luxurious prop-
erty at Sentosa Cove, the Bentleys and Maseratis zooming around on
our streets, and immediately think that Singaporeans are more than
a fortunate lot. Not quite. Such trappings are built for and owned by
overseas financial magnates. But while these super-rich foreigners
live it up here, Singaporeans—especially those in the lower income
bracket—see their fortunes go in the other direction. In the six-year
period between 2002 and 2007 when we saw wealth pouring into
Singapore Inc. after the government’s revision of our banking laws,
the Gini coefficient (which measures income inequality) also esca-
lated (see Figure 2).

In 2010, Singapore’s wealthiest families and individuals, many of
whom are not Singaporeans, got even richer: the top 40 richest per-
sons in the country saw their net worth jump by 17 percent.’® Indeed
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expatriates love Singapore, consistently ranking it as one of the best
places to live in the world.?®?22 T ocals, on the other hand, find the
city one of the most stressful places in which to live. Among the vari-
ous Asian societies, Singaporeans are most likely to have suffered de-
pression, stress, and fatigue. Another study showed that job-related
stresses continue to be the biggest problems for working Singapore-
ans.? This subject is discussed in greater detail in Chapter 3.

Also, with the explosion of foreign funds in Singapore comes in-
flation. Property values have skyrocketed over a short period. With
restrictions on foreigners purchasing property scaled back, prices bal-
looned. By the end of 2011, home prices were 16 percent higher than
the peak in 2008. Of the total number of purchases of private resi-
dential property, foreigners accounted for 19 percent of all purchases
in the second half of 2011, up from seven percent in the first half of
2009.% Non-Singaporeans, especially permanent residents, were also
allowed to buy and rent HDB flats. The escalation of property prices
increases inflationary pressures. “Inflation is expected to remain el-
evated at slightly over 5 per cent in the next few months, on account
of continued strong increases in accommodation costs...” a statement
of the MAS said in September 2011.2

What about jobs? Doesn’t increased wealth mean more jobs for
Singaporeans? Yes and no. More jobs are created when foreign funds
come in but many of these jobs don’t go to Singaporeans. In 2007,
more than 60 percent of the jobs created went to foreigners.?” In 2011,
it was reported that there were 1.1 million foreign workers in Singa-
pore.?® Add this to the number permanent residents in the workforce,
you have non-Singaporean workers outnumbering Singaporean ones
in the country.

The government made the decision to turn Singapore into a tax ha-
ven because it was the easy thing to do. The combination of making
money on Easy Street while remaining solidly authoritarian was an
opportunity too delicious to pass up. All it needed was some skillful
rewriting of the law and a handsome advertising campaign to lure big
money to our banks of which the government itself owns a goodly
portion. Unfortunately, what our economy desperately needs is an en-
trepreneurial class, able to innovate, and make products and services
that the world wants to buy. But fostering auch a dynamic and crea-
tive culture means having to open up the political space, something
which the PAP is loathe to do.
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Where do we go from here?

Quite aside from ethical considerations, indulging in offshore secrecy
funds is not good politics. When the international community starts
putting the pressure on Singapore to stop its practice, as it is already
doing, what do we fall back on as a game-plan for our economy?

Add this to the breakdown of the financial system in the US,
fueled by the unbridled greed of bankers and brokers in Wall Street,
the international mood against tax havens is taking an ominous turn.
There is wide recognition that something must be done to rein in a
financial system gone wild, and tackling the problem of tax havens is
one of them. Not only are industrialised nations putting the squeeze
on jurisdictions that thrive on banking secrecy, poorer nations are
also wanting to see such practices eradicated. Lee himself has, rather
belatedly, acknowledged that the other governments may start exert-
ing pressure on Singapore to stop its tax haven act.?®

So the question before us is: Do we thumb our noses at the broader
world community and continue to rake in the dollars regardless of
how much damage we are inflicting diplomatically? If we are going
to maintain our stance, are we heading for a head-on collision with
other major economies? Unless we are assured that we will come
out on top in such a fight, we may want to re-evaluate our position
as a tax haven. In other words, is the PAP’s strategy of making us a
“financial centre” a viable one?

But what do we do if we cannot continue to get our hands on easy
money from tax evaders and money-launderers? How do we remain
viable as an economy? Simple. We do what hard-working, smart, and
honest people do.

First, we reduce the cost of doing business in Singapore. Our land
prices, dictated by the government, have made it prohibitively expen-
sive for businesses, especially for the locals. Taxes and levies are an-
other scourge. Whether it is the ERP, GST, foreign workers levy, road
tax the PAP is squeezing the lifeblood out of people and businesses.
Take, for example, the foreign-workers levy. The government should
do away with the tax but ensure that a portion of the amount saved by
employers go towards increasing the workers’ wages. This way, both
employer and employee benefit.

We also need to democratise our economy. This means that Singa-
poreans must be allowed to become the drivers of economic growth
rather than the government. Private enterprise, and not the GLCs,
must lead our economy. If Singapore develops politically and its citi-
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zens find their rightful place in society, we will have the foundations
of a system that is free and enterprising, one that will stimulate the
entrepreneurial mind.

Conclusion

Depending on wealth as an offshore secrecy centre is both economi-
cally risky and politically untenable. The benefits from such an ar-
rangement overwhelmingly go to a select few and not to the average
citizen. Let us get back to basics and make our money by working
hard. And if we have the good fortune of becoming rich, let it be
through our industry and enterprise. Depending on immoral earnings
is not the way forward.
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