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The Singapore Budget 2012, announced on 17 February 2012, revealed the directions the Government 
has set to build an inclusive society and a stronger Singapore. The Budget puts in place measures to 
upgrade and restructure the economy so as to sustain growth by becoming more productive and relying 
less on expanding the workforce, including reducing the dependence on foreign labour. The Budget also 
steps up support for Singaporeans who are older, with disabilities and lower-income, so as to build a fair 
and inclusive society. The highlights of Budget 2012 follow.

BUDGET 2012 HIGHLIGHTS
RESTRUCTURING TO SUSTAIN GROWTH

TIGHTENING OF FOREIGN LABOUR
• A calibrated reduction in Dependency Ratio Ceilings (DRC) in manufacturing and services sectors, from 65% to 60% 

and from 50% to 45% respectively, beginning 1 July 2012 
• S-Pass quota for all sectors to be reduced from 25% to 20%, beginning 1 July 2012
• Man-Year Entitlement (MYE) in Construction sector to be reduced by 5% in July 2012 and levies raised for workers hired 

outside MYE quotas
EMPLOYING OLDER WORKFORCE
• Special Employment Credit (SEC) of up to 8% of the workers’ wage when employers hire Singaporeans over 50 years old 
SME CASH GRANT
• Companies will receive a cash grant pegged at 5% of their revenues in YA2012, capped at a payout of $5,000 
FOCUSING ON PRODUCTIVITY AND INNOVATION
• Enhancement of Productivity and Innovation Credit (PIC) scheme for fi rms to receive 60% cash payout for up to 

$100,000 of fi rms’ PIC expenditures on a quarterly basis 
• In-house training programmes (capped at $10,000 annually) are not required to be certifi ed by Workforce Development 

Agency (WDA) or Institute of Technical Education (ITE) to be eligible for PIC claims
• SME workers will get 90% subsidy for courses certifi ed by WDA and Continuing Education and Training (CET) programmes 
• Subsidy rate for SMEs’ capability development programmes will be raised from 50% to 70% for the next three years 

under schemes managed by SPRING and IE Singapore
• Renovation and refurbishment deduction scheme for companies in services sector to be made permanent, and claimable 

expenditure amount doubled to $300,000
• Mergers and Acquisitions (M&A) Allowance enhanced to 200% tax allowance on transaction costs incurred, such as tax 

and advisory fees, subject to expenditure cap of $100,000
GROWTH THROUGH INTERNATIONALISATION AND DEVELOPING NEW COMPETITIVE STRENGTHS
• Project fi nance company (PFC) to be set up to support long-tenure cross-border projects fi nancing with signifi cant 

Singapore-based corporate participation, with Government to guarantee debt instruments issued by PFC
• Suite of trade fi nancing schemes under IE Singapore to be expanded for SMEs dealing in emerging markets, including 

securing insurance coverage for political risks overseas
• Double Tax Deduction (DTD) for Internationalisation scheme to be simplifi ed
• Tourism, marine and offshore industry, gold and precious metals trading to be given further development funding 

support or GST relief/exemption

BUILDING A FAIR AND INCLUSIVE SOCIETY

HELPING THE ELDERLY  
• Central Provident Fund (CPF) contribution rates by employers to increase initially by 0.5-2.5 percentage points for 

workers aged 50-65 years old
• Double the income tax relief for those aged 55 and above so that older workers retain more of work income
• Silver Housing Bonus (bonus of $20,000) and enhance Lease Buyback Scheme (incentive of $20,000) to help the elderly 

unlock savings in their homes
• Annual healthcare expenditure to be doubled to $8 billion over the next fi ve years to increase healthcare capacity and 

enhance affordability of long term care through higher subsidies, GST absorption, Medifund top-up, and enhanced 
MediShield coverage 

FOR THOSE WITH DISABLITIES
• Beyond increasing education spaces for the disabled, SEC of 16% of worker’s wage will be extended to support their 

employment
• Workfare Income Supplement scheme will be extended to all Special Education (SPED) graduates who work and 

Handicapped Earned Income Relief to be doubled
LOWER-INCOME AID
• New permanent Goods and Services Tax (GST) vouchers scheme to minimise the impact of GST as a fl at tax on the 

lower-income 
• More support for children from lower-income families by enhancing eligibility criteria for various assistance schemes and 

topping up of $200 million each to ComCare and Edusave Endowment Fund

STRENGHTENING OUR ECONOMIC 
AND SOCIAL FOUNDATIONS



ABOUT ICPAS RESEARCH
ICPAS Research identifies, explores and analyses the major issues driving today’s business dynamics and shaping tomorrow’s 
marketplace. We aim to closely monitor the accounting and auditing industry in order to provide an outlook for tomorrow.
 
ICPAS Research is committed to participating in and supporting high quality research which is focused, timely, relevant and 
useful to the accountancy profession. We support the conduct of research with a global or local perspective.
 
ICPAS Research focuses our attention on continuously connecting with our practice members. Practitioners have numerous 
concerns and issues on their day-to-day practice. These may range from technical understanding to practical applications or 
even operational issues. A part of our research is directed at engaging our members to examine these practice matters and 
exploring practical solutions with them. The various ways that ICPAS shows its commitment to the research arena includes 
partnering with business partners or interested parties and involvement in thought leadership activities. There will also be 
conferences held to feature and showcase the results of our research with our members and the public.
 
We will continuously seek comments from ICPAS members through surveys to gather views from the CPA Singapore community. 
Do send your comments to research@icpas.org.sg
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This document contains general information only and ICPAS is not, by means of this document, rendering any professional advice or services. This 
document is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your 
business. Before making any decision or taking any action that may affect your business, you should consult a professional advisor. Whilst every 
care has been taken in compiling this document, ICPAS makes no representations or warranty (expressed or implied) about the accuracy, suitability, 
reliability or completeness of the information for any purpose. ICPAS, its employees or agents accept no liability to any party for any loss, damage or 
costs howsoever arising, whether directly or indirectly from any action or decision taken (or not taken) as a result of any person relying on or otherwise 
using this document or arising from any omission from it.

FAIR AND INCLUSIVE SOCIETY
The two key challenges in building a fair 
and inclusive society for Singapore are 
namely: helping the growing number 
of older Singaporeans live comfortably 
while living longer and narrowing 
the income gap in the society. The 
government is aiming to provide greater 
economic security through its schemes, 
as well as enhancing the social mobility 
of the lower-income through education 
and jobs as the springboards to succeed 
in Singapore. This help will come in the 
form of cash payments, utility rebates 
and Medisave top-ups, for which the 
Government has set aside $3.6 billion 
over the next five years.

A BUDGET FOR THE FUTURE
The Government’s policy stance for the 
future is clear.  The Budget is to provide 
aid to businesses that wants to stay 
competitive or move up the value-chain 
through productivity and innovation. 
It sees this restructuring as the only 
alternative to sustain economic growth. 
Hence, businesses looking for a generally 
lower-cost environment are likely to be 
disappointed. Unlike last year where 
there was something for everyone, the 
measures from this year’s Budget are 
more targeted at those who need it 
most, namely the elderly, disabled and 
the poor. The Budget aims for boosting 
inclusiveness and social equity. Notably, 
measures such as income tax cuts or 
tax reliefs, that would benefit the better 
off was absent. 

ENHANCING PRODUCTIVITY AND 
INNOVATION CREDIT (PIC) TO 
SUPPORT BUSINESSES 
Amid an uncertain economic 
environment, the increase in cash payout 
on a quarterly instead of annual basis 
under the PIC scheme will encourage 
firms, especially those with limited 
taxable income or tight cash flow, to 
continue investing in sustainable future 
growth. The requirement for training to 
be certified by WDA or ITE was removed 
to encourage firms to develop in-house 
training programmes customized to 
their needs. However, other business 
issues such as high operating and 
rental costs were not addressed in the 
Budget. This is a strong signal by the 
Government in encouraging SMEs to 
focus on productivity and innovation 
to remain competitive, rather than 
expect operating and rental costs to 
decrease given the resource constraints 
in Singapore. 

INTERNATIONALISATION AND 
DEVELOPING NEW COMPETITIVE 
STRENGTHS
The PFC aims to have about 80% of 
its portfolio invested in cross-border 
projects and is expected to provide 
about S$400 million of financing 
annually, helping drive an additional 
S$2 billion to S$3 billion in projects.  
The trade financing schemes under 
IE Singapore will be expanded and 
includes helping firms secure insurance 
coverage for overseas political risks, 
particularly in emerging markets. 
Overall, the enhanced access to project 
and trade financing will be welcomed by 
businesses as they seek to grow abroad 
and gain market share, especially in 
emerging markets.   

DEPENDENCY RATIO CEILING (DRC) 
REDUCED FOR MANUFACTURING 
AND SERVICES SECTORS
The reduction in the DRC, which specifies 
the maximum proportion of foreign 
workers that companies can hire, will 
likely escalate business costs given the 
tight labour market. The services sector, 
where the labour crunch is most severe, 
was specially mentioned as it lagged 
its international peers on productivity. 
According to the government, about 
500 manufacturing and 8,500 services 
companies are expected to be affected 
by the reduction of DRC. Although 
significant assistance will be provided to 
help SMEs adjust, the Government made 
clear that the schemes in the Budget 
are targeted to incentivise businesses 
that want to improve productivity, 
design better jobs to attract workers 
and innovate in order to grow.  

SPECIAL EMPLOYMENT CREDIT 
(SEC) TO INCENTIVISE HIRING OF 
OLDER WORKERS
Unlike the Jobs Credit Scheme, which 
was applied to all workers and a one-
off counter-recessionary measure, 
the SEC will be in place from 2012-
2016 to facilitate employers in their 
manpower planning. This provides 
a strong incentive for employers to 
engage older Singaporeans. The higher 
CPF contributions will also encourage 
older workers to continue working. The 
benefits from the SEC are expected 
more than offset the increase in wage 
bill. Hence, firms should redesign jobs 
that tap on the experience of such 
workers for maximum benefit of the 
businesses. 


