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Abstract - As a small open economy, Singapore has frequently been exposed to the external shocks; and therefore flexible and 
effective policies were required to not only stabilize the economy but also aid in the country's economic growth.  This paper 
draws upon related literature about macroeconomic policies and their role in the growth of the economy and aims to reflect the 
relationship between economic growth relative to macroeconomic policies implemented by the authorities of Singapore 
adopting ordinary least square (OLS) method and also uses annual time series data obtained from World Bank during 1991 to 
2009.  The result suggests that both monetary and fiscal policy have significant effect on economic growth.  The coefficient of 
fiscal policy is positive while monetary policy is negative which indicates that fiscal policy has more concerned with economic 
growth than monetary policy in case of Singapore.  However, the combinations of both fiscal and monetary policies are highly 
recommended. 
 
Index Terms - Economic Growth, Monetary Policy, Fiscal Policy. 
 
I. INTRODUCTION 
 
Singapore is an island nation, located in the southern 
side of Malay Penisula.  Initially, the economy of the 
country relied on its position as a transit point for 
neighboring nations, which was mainly due to its 
geographical location.  A mixture of political and 
racial divergences between Singapore and the national 
government caused the separation of Singapore from 
Malaysia and this led to the formation of an 
independent Singapore in 1965.  It was predicted that 
after independence, the economy of Singapore will 
falter as unemployment rose, GDP growth fell and the 
budget deficit increased dramatically.  Yet, due to the 
successful management of Lee Kuan Yew, Singapore 
was capable to resolve not only the problem of 
unemployment, but also to enhance the nation's 
standard of living. 
Throughout the years, the country has been 
maintaining a transparent and corruption-free 
business environment; low tax rates (14.20 percent of 
the GDP) as compared to other developed countries, 
stable price levels and one of the highest GDP per 
capital in the world.  The main sources of revenue are 
exports of electronics, services and chemicals. 
Over years, the macroeconomic policies that were 
applied by the Singapore's authorities played an 
important role in creating a healthy economic 
environment in the country.  In general, Singapore's 
Fiscal policy is mainly toward supporting the long-run 
economic development as opposed to cyclical 
adjustments or income allocation.  Due to its healthy 
fiscal stance and steady budget surplus, Singapore has 
been able to obtain sufficient foreign reserves and the 
highest sovereign credit rating for the long-run foreign 
currency debt in the Asia region.  As for the monetary 
policy, the Monetary Authority of Singapore (MAS) 

has emphasized its main targets which were price 
stability and trust in the domestic currency (Parrado, 
2004).  Ever since 1981, Singapore's monetary policy 
has been focused on managing the exchange rate 
(Peter, 2010). 
The paper proceeds as follows.  In section II, we will 
initially explain the structure of Singapore's economy 
in more detail.  In section III, we will review studies 
related to the impact of policies on economic growth.  
In section IV, we estimate our economic growth 
function using OLS method and evaluate its 
performance.  In section V, we conclude. 
 
II. THE ECONOMY 
 
In earlier times, Singapore was a part of Malaysia and 
became independent in 1965.  Since then the country's 
economy witnessed significant development due to its 
competitiveness and innovative practices.  The strong 
economic performance of Singapore mirrors the 
accomplishment of its well-developed strategies.  
Throughout the years, the country's exports have 
shifted from labor-intensive to high value-added 
products like electronics, biomedical and chemicals.  
During the last decade, GDP has almost doubled, 
increasing from SD 163.00 bn to SD 304.00 bn.  As for 
real GDP per capital, it has also increased at a 
compounded rate of about 12.00 percent.  During the 
same period, inflation and unemployment rate on 
average were less than 2.00 and 3.00 percentage points, 
respectively.  The country has been maintaining a 
transparent and corruption-free business environment; 
low tax rates (14.20 percent of the GDP) as compared 
to other developed countries, stable price level and one 
of the highest GDP per capital in the world.  The main 
sources of revenue are exports of electronics, services 
and chemicals. 
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Over years, the macroeconomic policies that were 
applied by Singapore's authorities played an important 
role in creating a healthy economic environment in the 
country.  In general, Singapore's Fiscal policy is 
mainly toward supporting the long-run economic 
development as opposed to cyclical adjustments or 
income allocation.  Due to its healthy fiscal stance and 
steady budget surplus, Singapore has been able to 
obtain sufficient foreign reserves and the highest 
sovereign credit rating for the long-run foreign 
currency debt in the Asia region.  As for the monetary 
policy, the Monetary Authority of Singapore (MAS) 
has emphasized its main targets which were price 
stability and trust in the domestic currency (Woodford, 
2003).  Ever since 1981, Singapore's monetary policy 
has been focused on managing the exchange rate, 
which shows that in a small and open economy like 
Singapore, the exchange rate is considered an effective 
tool for maintaining price stability (Sen, 2010).  The 
long-run economic policies and strategies in 
Singapore are being reassessed continuously to adapt 
to changes and challenges that its economy faces.  
Meanwhile, the focus is on making Singapore as a 
World-Class financial center.  The MAS has loosened 
the insurance industry and domestic banking through 
allowing foreigners to contribute more.  Furthermore, 
MAS has implemented a consultative strategy in its 
managerial role in the financial sector and has 
switched its focus from maintaining regulation into 
risk management.  MAS has also made an effort to 
provide fund managers with more access to local funds, 
enhance the debt market and improve corporate 
governance.  These attempts along with strong 
macroeconomic policies, outstanding 
telecommunication and infrastructure, followed by 
Singapore's geographical position and its experienced 
and educated labor force, have resulted in the fast 
development of the country and turning it into a 
financial hub in the region ( Nadal De Simone, 2000).  
Labor force, more precisely the training of Singapore's 
labor force, is considered one of the core foundations 
for the economic development and success of the 
country (Sbodorne, Argia, 1999). 
In the 1980s, the economy of Singapore was divided in 
to five main segments: the regional trade, 
export-oriented manufacturing, production of goods 
and services for the domestic economy, petroleum 
refining and shipping, and the provision of specialized 
services for the international market like banking and 
finance, tourism and telecommunications.  (Eun & 
Shim, 1989).  The outstanding performance of the 
manufacturing sector during 1970s and 1980s 
positively influenced the economy of the country.  
Singapore's economy has constantly counted on 
international trade as well as the trade of services.  
Counting on outer-markets and suppliers drove the 
country toward openness, free markets and free trade.  

During the 1980s, Singapore's revenue from tariffs 
was minimal and had neither controls over local prices 
nor over the foreign exchange.  There were even no 
controls over private investments; foreign companies 
were welcome and almost 70 percent of investment in 
the manufacturing was by foreigners.  The government 
was thoroughly conscious about Singapore's need in 
selling its services in a competitive international 
market and for that reason it constantly focused on the 
importance of enhancing its labor force's skills for the 
benefits of the society.  In the 1970s, Singapore's 
economy deteriorated due to the global economic 
slowdown.  Another recession also took place during 
1985 to 1986.  Evidently, Singapore's economy has 
been quite exposed to the global economy and this 
pattern formed the economic policies of the country.  
More details related to this matter will be explained 
later in the paper. 
In year 1988, Singapore stated several economic 
accomplishments such as the World's highest level of 
annual economic growth equal to 11.00 percent, the 
world's most crowded port and the world's highest 
saving rate as a percentage of income (42.00 percent).  
The high saving rate was due to the government's 
cautionary plan which contained a compulsory 
contribution of specific percentage of all wages to a 
government-controlled pension fund.  During the 
same period the size of Singapore's international trade 
was tripling its GDP. 
In year 2001, the economy of Singapore slumped again 
as GDP contracted by around 2.20 percent.  This was 
mainly due to the global recession and a fall in the 
technology sector.  However, the Economic Committee 
of Singapore imposed various adjustments in its 
policies to stimulate the economy.  The economy was 
able to quickly recover and by the year 2004 as a result 
of the booming global economy, the country's GDP 
increased by 8.30 percent, followed by 6.40 percent in 
year 2005, and 7.90 percent in year 2006.  
Nevertheless, in year 2008 due to the global financial 
crisis the country's economy slumped again.  After the 
reduction of 0.8 percent in the GDP during 2009, the 
economy recovered with a growth of 14.50 percent in 
the year 2010.  By the 3rd quarter of 2011, Singapore's 
economy has recorded a modest growth rate.  On a 
quarterly basis, the domestic economic activity has 
been increasing by 1.90 percent (seasonally-adjusted 
annualized rate), which is supported by the 
improvement in the biomedical manufacturing.  
Nevertheless, main industries like electronics kept 
declining as a result of a fall in the global demand. 
 
A. FISCAL POLICY 
The policy makers of Singapore have regularly 
counted on fiscal policy to offset the impacts of 
unfavorable external shocks.  Studies show that fiscal 
policy can effectively be used for managing the 
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demand, even if the impact might not stay for a long 
period.  As a result of the Asian crisis in 1998 and the 
dot.com crisis in 2001, the policy makers chose to rely 
on fiscal measures to protect the economic activities 
from external shocks.  The fiscal counter-measures 
emphasized on facilitating both business and 
households through tax motivations, tax credits, 
transfer payments as well as several repayments on 
utilities and housings (Heller, Haas and A 
Mansur,1986).  Since Singapore’s automatic 
stabilizers are fairly small, a counter-cyclical reaction 
may have to depend on discretionary measures.  In 
order for the discretionary fiscal policy measure to be 
successful, the fiscal stimulus must be significant (with 
respect to the downside risk), timely (defined in the 
government’s next budget) and prolonged (with 
respect to the lingering nature of the turmoil). 
During Asian financial crisis, Singapore's fiscal and 
cost-cutting measures applied at a later stage of the 
recession to stimulate the economy.  In 1998, the 
government applied a host of measures with two main 
targets: reducing business costs and offering help to 
households and individuals.  Some of these measures 
took place in 1999 and some others in year 2000.  The 
government budget of the year 1998 was lacking 
sufficient measures to offset the impact of the regional 
financial crisis since the economy was still performing 
adequately at that period.  Nonetheless, it included 
some measure to aid in reducing the business costs.  
For example a 15.00 percent property tax repayment 
for businesses and industrial properties; release of the 
property tax of up to five years for lands which were 
under progress, and the elimination of stamp duty on 
all tools except for those which were connected to the 
stocks, shares and fixed properties.  Furthermore, 
households and individuals received aid from the 
government, containing a 5.00 percent personal 
income tax release as well as release of tax on the 
services and rentals on housing.  As the situation in the 
regional economy kept worsening, the government 
declared a package of off-budget measures in June 
1998 which valued SD 2.00 bn.  In order to minimize 
the business cost, the package also included an extra 
40 percent property tax refund for businesses and 
industrial properties, lowering rents and rental refunds 
on several government properties as well as lesser 
telecommunication taxes.  In November 1998, the 
country officially went into recession.  Accordingly, 
the government declared a further package mainly 
attempting to reduce the cost for businesses.  The main 
part of it was cutting employers' Central Provident 
Fund contribution rate by 10.00 percent.  Other 
measures were refunding a 10.00 percent of corporate 
tax, a reduction of wages by 5 to 8 percent and cutting 
various amounts of government rentals, charges and 
rates. 
The fiscal stimulus packages that were announced in 

July and October 2001 provided a strong cushion for 
domestic demand.  Furthermore the structural 
measures that took place in the budget of 2002 and 
2003 for the purpose of broadening the revenue base 
through additional movement toward indirect taxes, 
and to increase the supply-side encouragements via 
reducing the income tax rates; were also successful in 
stimulating the economy. 
The fiscal package of the year 2009 was considered on 
time, moderately large and well diversified.  The 
package included a fiscal impulse of around 3.00 
percent of the GDP in year 2009 and 2010.  The 
implementation of this package originally began in 
year 2008 and stretched the budget deficit to about 3/4 
percent of the GDP.  Later adjustments allowed the 
government to spend more of the income from 
investment of its reserves to finance the budget.  It was 
predicted that in year 2009 the government budget will 
expand up to 3.50 percent of the GDP.  However, as 
government enjoys high reserves, there was no need 
for the public borrowing.  It is worth to mention that 
the countercyclical fiscal stimulus of the year 2009 
over performed.  The tax revenues collected from 
income and properties were higher than expected, and 
expenditures have shrunk.  The budget deficit became 
1.00 percent of the GDP, and that was also lower than 
anticipated.  Currently, the fiscal position is almost 
neutral and the budget focus is toward promoting 
productivity growth and lowering reliance on foreign 
labors via tax raise. 
 
B. MONETARY POLICY 
As a result of the globalization and the expansion of 
international capital flows, selecting a suitable 
monetary policy has become more challenging for 
small open economies like Singapore.  The MAS has 
adapted a unique monetary structure that focuses on 
managing the exchange rate for the purpose of 
maintaining price stability to attain a steady economic 
growth.  The policy can be defined as a forward 
looking policy that reacts toward both output and 
inflation instability (Clarida and Gertler, 1997).  
Practically, the policy emphasizes on managing the 
Singapore dollar against an undisclosed basket of 
currencies.  Rather than counting on short-term 
interest rate or monetary aggregates as its monetary 
policy instrument, MAS has conducted the policy 
through managing the Trade-Weighted exchange rate 
Index (TWI).  It manages the currency not versus a 
single currency but versus a trade-weighted basket of 
currencies of Singapore's main trading partners.  In 
other words, it manages the nominal effective 
exchange rate (NEER).  The NEER can float (with 
constant interference to control the exchange rate from 
fluctuation) among an unrevealed target band, which 
is considered reliable with respect to the country's 
economic basics.  This target band must be set 
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correctly, as an overestimated exchange rate will 
attract speculative attacks whereas underestimated 
currency would create overheating. 
Following the adverse effects of the crisis in July 1997, 
the MAS eased the monetary policy to protect the 
economy from fast deterioration.  It let the Singapore 
currency to fluctuate in a wider target band as a result 
of the instability in the financial markets.  Hence, the 
country's currency depreciated from SD 1.43 per USD 
to around SD 1.70 per USD at the early months of the 
Asian financial crisis.  Nonetheless, the crisis 
continued and additional improvement of export 
competitiveness was required to stimulate the 
economy.  Consequently, the MAS chose to cut the 
wages directly instead of further devaluation in the 
currency.  This action by the MAS helped the 
Singapore currency to remain strong.  It also lowered 
the inflation and interest rate and maintained the 
confidence toward country's currency and its financial 
sector.  By mid-1999, the economy got recovered and 
the MAS switched back its exchange rate policy to 
neutral and narrowed the target band. 
During the IT downturn, the MAS again eased the 
monetary policy to stimulate the economy.  
Singapore's monetary policy that focuses on managing 
exchange rate has been serving the country well, 
bearing in mind that the external position of the 
country remained strong.  As a result of the global 
financial crisis, the MAS relaxed the monetary 
conditions via two steps.  As the MAS targets the 
NEER, it began to ease the policy since October 2008.  
Initially, it removed the appreciation trend from the 
NEER policy band and then in April 2009, it started to 
re-center the band around the current level of the 
exchange rate, which had fell down.  This action 
resulted in a slight devaluation of the trend of the 
NEER. 
 
III. LITERATURE REVIEW 
 
According to the economic theory, monetary and fiscal 
policies both aid in the growth of the economy.  Yet, 
the empirical results regarding this case have been 
varied.  In this section, some studies have been argued. 
A study done by Olaloye and Ikhide (1995) focuses on 
the role of fiscal and monetary policy as a stimulus to 
the economy during recession in Nigeria.  Their result 
recommends that fiscal policy has been more useful 
during depression periods in case of Nigeria.  Another 
study done by Ali, Irum and Ali (2008) tests that 
whether fiscal or monetary policy is more influential in 
the growth of the economy for South Asian countries.  
The result shows that the monetary policy has been 
more effective than fiscal policy in the economic 
growth in case of South Asian countries.  Khosravi and 
Karim (2010) studied the interaction between policies 
and economic growth in Iran.  The result showed that 

there exists a significant relationship between policies 
and economic growth of Iran.  Factors such as inflation 
and exchange rate had a negative impact on economic 
growth, while government expenditure had a positive 
impact on the growth of the economy and 
recommended that policy makers has to emphasize on 
lowering the inflation rate as well as fluctuation in the 
exchange rate to achieve a healthier economy. 
One of the latest studies, focused on the role of 
fluctuation of government expenditure on 
consumption level.  The overall wellbeing losses that 
incurred due to the volatility of government 
expenditure on consumption might reach up to 8% of 
the consumption level (Herrera 2007).  According to 
Aschauer (1989), the expenses resulted from spending 
on infrastructure plans positively reflect in the 
productivity of the private sector.  Other studies shows 
that public expenditure can be useful if it generates 
infrastructure plan that work as an input to the private 
investment plans (Devarajan, Swaroop, and Zou 
1996).  Another study focuses on the important role of 
public investment as a complementary to the private 
investment (David, Hall, and Tool 2000). 
There have been lots of arguments regarding the 
relation between economic growth and taxation.  A 
study on a group of 23 countries in OECD (Widmalm, 
2001), shows that different types of taxes tend to have 
different growth effect.  Another cross-sectional study 
over 70 countries during the period 1970 up to 1997 
observed that the marginal corporate tax rate had a 
negative relationship with the growth of the economy.  
Back in 1999, Kneller, Bleaney and Gemmel observed 
that the growth in productive expenditure improves 
economic growth as long as the expenditures are 
financed by healthy taxation rate.  Substantial increase 
in this kind of taxation could slow down the economic 
growth.  In general, different types of taxation along 
with government spending tend to have different 
impacts on the economic growth (Tanzi and Zee 
1997).  Many studies show variety of systems through 
which an adequate fiscal policies can have a 
tremendous effect in enhancing the growth of the 
economy (Barro 1990; Jones, Manuelli, and Rossi 
1993).  However, it is worth to mention that empirical 
evidence regarding the interaction between 
government expenditure and economic growth reflects 
the non-robustness of this relationship. 
 
IV. MODELING DATA AND 
METHODOLOGICAL FRAMEWORK 
 
Some Common Mistakes 
In order to examine the impact of macroeconomic 
policies on economic growth, we are going to describe 
economic growth as a function of government budget 
and Real Effective Exchange Rate (REER) as proxies 
for Fiscal and monetary policy, respectively. And 
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check on whether there exists a linear relationship 
between economic growth and each of these 
independent variables.  We have suggested the 
following model:  
Yi = B1 + B2X2i + B3X3i + εt 
Where Yi represent economic growth (annual GDP), 
B1 the constant parameter representing the 
intersection between Y and X axis, X2 represents 
fiscal policy (government budget), B2 is non 
observable parameter which is going to be estimated 
through our regression model. X3 represents monetary 
policy (REER) and B3 is the coefficient of X3, and εt is 
the error term.  The model has been estimated using 
annual time series data of Singapore during 1991 to 
2009. All data have been collected from World Bank.  
The gross domestic product (GDP), real effective 
exchange rate (REER) and government budget are in 
logarithm form. 
Assumptions: 
In our assumption, we have assumed that the expected 
value of the error term would be zero.  We have also 
assumed that the covariance between error term in 
each observation is zero too, which reflect the 
homoskedasicity.  However, through evaluating the 
model, we will test whether our assumption on 
homoskedasticity is actually valid or not, and also we 
will diagnose the existence of multicollinearity (the 
correlation between each independent variable).  We 
also assumed that there would be a positive 
relationship between economic growth and the related 
independent variables. 
 
V. ESTIMATION AND RESULTS 
 

model 
unstandardized 

coefficients   

B Std. Error t sig. 
constant 40.410 5.227 7.731 0.000 

fiscal 
policy 0.738 0.138 5.336 0.000 

monetary 
policy -7.578 1.530 -4.954 0.000 

a. Dependent variable: economic growth 
 
From the data given in World Bank for Singapore's 
fiscal policy and monetary policy, we have obtained 
the following regression model by testing our 
hypothesis using Ordinary Least Square (OLS) 
method: 
Economic growth = (40.410) + (0.738) fiscal policy 
– (7.578) monetary policy 
The first column on the table shows the predictor 
variables (Constant, fiscal policy and monetary 
policy).  The first variable constant represents the 
constant and also known as Y intercept, the height of 
the regression line when it crosses the Y axis.  In 
another word, this is the predicted value of economic 
growth when all variables are 0.  The second column 

(B) is the values for the regression equation for 
predicting the dependent variable from the 
independent variable.  The column of estimates 
provide the values for b1,b2 and b3 for this equation. 
Fiscal policy - The coefficient for fiscal policy is 
0.738.  So for every unit increase in fiscal policy, a 
0.738 unit increase in economic is predicted, holding 
all other variables constant. 
Monetary policy - The coefficient for monetary policy 
is -7.578.  So for every unit increase in monetary 
policy, we expect -7.578 decreases in economic 
growth, holding all other variables constant.  The 
interpretation for this negative relation would be as 
follow; according to the literature review exchange 
rate tend to have a negative impact on economic 
growth and since Singapore's monetary policy targets 
exchange rate, then in this case it sounds reasonable to 
have a negative relation between monetary policy and 
the economic growth.  It is worth to mention that 
Singapore's exchange rate have been on appreciating 
trend against the main global currencies.  During the 
period 1980s till 2000s, the currency has appreciated 
around 20% relative to the US dollar.  It has also 
appreciated against the regional Asian currencies. 
Std. Error - These are the standard errors associated 
with the coefficient.  We expect the standard error of 
our estimation to be as small as possible which shows 
that as we repeat our test the volatility between new 
observed variable and the previous one is small.  Our 
estimation verifies our expectation except for 
estimated parameter of monetary policy. 
t and Sig – These are the t-statistics used in testing 
whether a given coefficient is statistically different 
from zero or not. It shows how compatible our 
observations are with actual B.  Using alpha of 0.05: 
The coefficient for both fiscal policy and monetary 
policy are statistically significant because their p-value 
of 0.000 are less than 0.05.  The intercept is also 
significantly different from 0 at the 0.05 alpha level. 
 
Coefficient 

  95% CI 

Variable Coefficient Lower 
bound 

Upper 
bound 

C 40.41899 29.33636 51.50161 
Fiscal Policy 0.738682 0.445229 1.032135 

Monetary Policy -7.57793 -10.8208 -4.3351 
 
95% confidence limit for B lower bound and upper 
bound – these are the 95% confidence intervals for the 
coefficients.  The confidence intervals are related to 
the p-values such that the coefficient will not be 
statistically significant if the confidence interval 
includes 0.  These confidence intervals can help us to 
put the estimate from the coefficient into perspective 
by seeing how much the value could vary.  Base on this 
method, all estimates fall within the interval, which 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-12, Dec.-2018 
http://iraj.in 

Singapore’s Economy and the Role of Macroeconomic Policies on Economic Growth 
 

69 

means that if we repeat the test by 100 times and if we 
have established confidence interval in each of these 
tests, 95 out of 100 of these confidence intervals 
contain our estimations for each parameter. 
 
Model Summary 

 
a. Predictors:(Constant), Monetary Policy, Fiscal policy 

 
By reviewing the model summery, the value of 
R-square which presents how much of the variation in 
the value of the dependent variable is explained by our 
regression model is 0.661.  It indicates that 66 percent 
of the variation in the average economic growth can be 
explained by variability in a fiscal and monetary 
policy.  Our model contains only 2 explanatory 
variables, and we are aware that there are other 
variables that influence our dependent variable.  Yet, 
our sample regression line fit the data well. 
 
Coefficient correlation 

 Monetary Policy Fiscal Policy 
Monetary Policy 1.000 0.705 

Fiscal Policy 0.705 1.000 
a. Dependent variable: Economic Growth 

 
In order to find the possibility of multicollinearity, we 
have built the correlation matrix to examine the 
correlation between explanatory variables.  As the 
above table shows, there is some correlation between 
explanatory variables.  This reflects the existence of 
the multicollinearity between variables.  However, we 
are aware that some level of multicollinearity is 
normal. 
We have also applied the white test using OLS method 
to check the possibility of having heteroskedasticity 
(when variance between error terms is not constant).  
As a result we found no serious signal reflecting the 
heteorskedasticity.  There was a very little fit 
(R-square= 0.36), which means in each side of the 
equation chances are that the variables are not 
significant. By testing the hypothesis, since R-square 
is small then it would fall within the rejection area, 
which means that there is no pattern within error 
terms. 
 
Heteroskedasticity test: White 

R-squared 0.358094 Mean dependent var 0.050636 
Adjusted 

R-squared 0.111207 S.D. dependent var 0.061975 

S.E. of regression 0.058427 Akaike info criterion -2.589981 
Sum squared 

resid 0.044379 Schwarz criterion -2.291737 

Log likelihood 30.60482 Hannan-Quinn criter. -2.539506 

F-statistic 1.450435 Durbin-Watson stat 2.697676 

Prob(F-statistic) 0.271266    

 
V. POLICY PERSPECTIVE 
 
The standard error for monetary policy was very high 
(1.530), this could reflect the non-reliability or the 
inefficiency of this hypothesis. Using hypothesis 
testing, we found the t-values of all explanatory 
variables are within the rejection area which means 
our finding are statically significant, and this raise the 
reliability of our model.  As per the hypothesis testing 
using t-test, the model will not be rejected, which 
means each of these independent variables have an 
influential role in determining economic growth.  
Furthermore, we have applied the overall test of 
significance on our model.  As per the F-test we have 
reached to the point where F-value is high enough to 
fall within rejection area where our null hypothesis 
was based on having no relation between independent 
variables and our dependent variable.  Therefore, the 
result through F-test again raises the reliability of our 
model. 
 
CONCLUSION 
 
According to the modern literature, macroeconomic 
policies have played a crucial in the growth of the 
economies, especially during last decades as countries' 
exposure to the global economy enlarged.  As a small 
open economy with a unique demographic position, 
Singapore has continuously been exposed to the 
external shocks; and therefore flexible and effective 
policies were required to not only stabilize the 
economy but also aid in the country's economic 
growth.  The result of our study confirms that both 
monetary and fiscal policy have significant effect on 
economic growth. The R-square indicated that our 
findings are statistically significant and the regression 
line fit the data well.  The coefficient of fiscal policy is 
positive while monetary policy is negative which 
indicates that fiscal policy has more concerned with 
economic growth than monetary policy in case of 
Singapore.  However, the combinations of both fiscal 
and monetary policies are highly recommended. 
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