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[SINGAPORE] Moves to se-
cure future revenue
streams may be put in
place in the upcoming Budg-
et, as public spending rises
with a rapidly ageing popu-
lation and the government
move towards greater redis-
tribution.

Observers expect higher
wealth taxes on cars and
properties as well as a wi-
der top personal income
tax bracket. A hike in the
Goods and Services Tax
(GST), though unlikely this
year, is also expected even-
tually.

Revisions to the cap on
how much goes into the gov-
ernment’s purse from the
investment returns on the
Republic’s reserves, as well
as the policy of government
land sales income being
locked up as reserves, can-
not be ruled out either, they
said.

Fiscal prudence amid ris-
ing spending pressures has
provided fodder for debate
after each Budget in recent
years – particularly after
the global financial crisis
prompted the government
to seek presidential approv-
al in 2009 to draw down
past reserves.

This will be thrown into
sharper relief in Budget
2014 with the govern-
ment’s major commit-
ments, such as changes to
MediShield, the national
medical insurance plan,
and a Pioneer Generation
Package that will help pay

the MediShield premiums
of those who are now in
their late 60s or older.

There are also longer-
term public infrastructure
and development projects
to finance – a ramp-up in
public housing, new MRT
lines, Changi Airport’s new
terminal and the relocation
of the port, and possible ex-
tensions to measures to
boost productivity. But as
Prime Minister Lee Hsien
Loong put it in his National
Day Rally last August: “All
good things must be paid
for.”

Economists BT spoke to
say further wealth taxes
are most likely, since they
fit in with the goal of a
more progressive tax re-
gime – a main theme of
Budget 2013.

Last year, higher proper-
ty taxes on investment and
higher-end owner-occu-
pied homes were intro-
duced. These could be
fine-tuned without shock to
the system, Mizuho Bank
economist Vishnu Var-
athan said.

But as the property mar-
ket has begun to cool, UOB
economist Francis Tan reck-
ons policymakers may not
wish to exacerbate a slow-
down. Car taxes, in the
form of further tweaks to
the tiered additional regis-
tration fee rolled out last
year to tax luxury cars
more, seem more likely to
him.

DBS economist Irvin
Seah believes a capital-
gains tax ought to be consid-
ered, but this was one

wealth tax others thought
less likely. It would be seen
as a policy reversal, said
UOB’s Mr Tan, while Mr
Varathan said the effect of
such a move on Singa-
pore’s status as a financial
and wealth management
centre would have to be
considered carefully.

Another way to boost
the taxman’s takings while
making the tax regime
more progressive would be
to raise the top personal in-
come tax rate of 20 per
cent, or lower the income
threshold at which that top
rate kicks in. The latter is
more likely, as policymak-
ers would be wary of the im-
pact a higher headline rate
may have on attracting top
global talent here, Mr Tan
said.

Another strong, though
not immediate, candidate
for revenue generation is a
hike in the GST. The govern-
ment has promised not to
raise it before 2016, but it
is likely that Singapore will
bring its GST of 7 per cent

closer in line with the 10
per cent charged in most
countries, economists said.

“Taken alongside
means-based GST rebates,
such GST hikes could also
be less regressive than they
would have been on their
own,” Mr Varathan added.

The contribution from
net investment returns
(NIR) on reserves is anoth-
er spending tap. Currently,
the government can take
up to 50 per cent of the net
investment returns on net
assets managed by GIC and
the Monetary Authority of
Singapore and up to 50 per
cent of the investment in-
come from remaining as-
sets, including those man-
aged by Temasek.

Analysts estimate that
the $7.65 billion figure for
FY2012 and the estimated
$7.7 bil l ion sum for
FY2013 fall far below the
cap, last revised in 2008.
Therefore, there is room
for the NIR to rise. But Dep-
uty Prime Minister Thar-
man Shanmugaratnam
said last year that the gov-
ernment did not rule out
further revisions to the
rule.

The use of land sales pro-
ceeds as government in-
come was ruled out,
though. Some analysts
have discussed the possibili-
ty of changing the frame-
work to recognise part of re-
ceipts from land sold as
leasehold rather than free-
hold as recurring revenue.
Still, any revisions to the
NIRC (NIR contribution
rate) or land sales income

“amount more to account-
ing than revenue creation”,
noted Mr Varathan.

More remote is a hike in
the corporate income tax
rate of 17 per cent. “It
would not only erode the
competitiveness of Singa-
pore as a regional base, but
could be misconstrued as
back-peddling on previous
rate cuts,” said Mr Var-
athan.

This is especially unlike-
ly since businesses feel they
are still struggling to raise
productivity amid rising
costs and a labour crunch.

Mr Seah believes that
apart from seeking fresh
revenue streams, efforts to
contain rising cost are need-
ed, to slow the anticipated
increase in social spending.

“With the population
ageing very fast in coming
years, healthcare demands
will rise, and healthcare
costs will be a significant
driver of inflation in Singa-
pore in the years going for-
ward. We can’t continue to
just focus on subsidising

costs. We need to nip the
problem in the bud and ad-
dress what is causing these
cost increases,” he said.

Growth will remain key,
too. “We should not forget
the traditional sources of
revenue: corporate income
tax, personal income tax.
The way to increase these
is economic growth,” said
Mr Seah.

Said Mr Varathan: “Rais-
ing productivity is perhaps
one of the best ways to deal
with the ageing issues from
an increasingly constrained

resource-efficiency point of
view. What’s more, produc-
tivity gains help to boost
profits, helping to manage
a higher cost base.”

“The basic tenet that be-
ing competitive need not
preclude being compassion-
ate is perhaps a key
take-away that the Budget
could embody.”

For now, Singapore is
far from worried about a
Budget deficit. Bank of
America Merrill Lynch
economist Chua Hak Bin es-
timates that Singapore’s

budget surplus for the fiscal
year ended March 31 may
come in at $6.3 billion, far
exceeding the official fore-
cast of $2.4 billion a year
ago.

Assuming that expendi-
ture and net investment re-
turns are in line with fore-
casts, stronger government
revenues – thanks to bet-
ter-than-expected GDP
growth in 2013 and hikes
in property-related stamp
duties – are expected to pad
up the surplus, Dr Chua
said.
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[SINGAPORE] The further
tightening of foreign work-
er inflows in Singapore last
year may have resulted in
some firms downsizing and
others relocating else-
where, but the policy chang-
es did produce some posi-
tives too.

A new survey has found
that one in two companies
here said they ended up re-
cruiting more locals, while
a similar proportion said
they sent their workers for
upskilling and put in place
measures to improve their
productivity.

About a quarter of the
1,014 firms polled by the
Singapore Business Federa-
tion (SBF) for its latest Na-
tional Business Survey said
they invested in automa-
tion or upgraded their oper-
ations. About 19 per cent of
them made use of outsourc-
ing or shared services in or-
der to cope with the re-
duced foreign manpower,
the survey found.

The government’s ongo-
ing effort to moderate the
growth of the foreign work-
er population did force
some companies to bite the
bullet, however.

About 15 per cent of
them reported downsizing
their companies in 2013,
while 11 per cent said they
ended up moving their oper-

ations out of Singapore to
cheaper locations.

While this may be
viewed as a sign of how
small and medium-sized en-
terprises are struggling to
cope with the tighter for-
eign labour supply, SBF
chief executive Ho Meng Kit
prefers to see things from a
different perspective.

“I wouldn’t be unduly
alarmed because this is re-
flective of the dynamic na-
ture of our economy,” he
said at a briefing yesterday.

“In any economy, there
should be some healthy re-
structuring. There will be
some percentage of people
who cannot make it . . . and
they should relocate and
free up resources.”

Many Singapore compa-
nies, he added, are actively
thinking of moving over-
seas in order to boost their
competitiveness, both local-
ly and across the region.

Mr Ho noted how 5 per
cent of those surveyed by
SBF reported already hav-
ing a presence in Malay-
sia’s booming economic
growth corridor Iskandar,
while 9 per cent were ex-
ploring the possibility of in-
vesting there.

Meanwhile, in a sepa-
rate survey conducted by
the Association of Small
and Medium Enterprises
(Asme), nearly 70 per cent
of SMEs here hope that
next month’s Budget will in-
clude measures to help
them in hiring Singapore-
ans. Asme has called for
more incentives to be given
to Singaporean employees
who work for SMEs and
more benefits to be offered
to bring retirees and moth-
ers back into the work-
force.

Manpower shortage,
however, will continue to
be a “substantial chal-

lenge” for SMEs to over-
come in the coming
months.

The association said
that while Singapore’s econ-
omy was almost at full em-
ployment, there may exist
“pockets of local talents”
who are under-employed
or could be further trained
to take on more meaningful
jobs. “Overall, businesses
are generally optimistic
about the business outlook
in the next six months de-
spite recognising that the
landscape will remain
tough.”
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