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eld for the fifth consecutive 
year, the ISCA Pre-Budget 
Roundtable 2014 on 
8 January 2014 continued to 
be an invaluable platform 
to gather the views and 
insights of business leaders 
– in particular, with regard 
to a brief review of the 
policies in Budget 2013 and 
the upcoming focus areas 

for Budget 2014. The Budget Statement 
for 2014 will be delivered by Deputy 
Prime Minister and Minister for 
Finance Tharman Shanmugaratnam in 
Parliament on February 21. 

The Roundtable consisted of a 
panel of business luminaries and 
industry leaders and was co-chaired 
by Jessica Tan, Chairman, Government 
Parliamentary Committee (GPC) for 
Finance and Trade & Industry and 
Dr Ernest Kan, ISCA President. Key 
observers from relevant government 
agencies, such as the Ministry of 
Finance, Inland Revenue Authority of 
Singapore and SPRING Singapore were 
also in attendance. 
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While businesses on the ground 
hope that Budget 2014 will help 
in addressing rising costs and 
manpower constraints, there is also 
a discernible shift towards looking at 
increasing revenue and maintaining 
competitiveness through innovation 
and value-add. The panellists 
recognised the need to balance 
pressing short-term concerns with 
positioning the organisations for 
greater productivity and capability 
transformation in future. As rising 
costs impact businesses, an important 
consideration was what businesses 
should do in order to grow. 

The annual SME Survey, conducted 
by DP Information Group and released 
in November 2013, highlighted that 
fewer SMEs are doing business overseas 
(54% in 2012 versus 46% in 2013)1. 
One implication of this finding is that 
Singapore may not be able to tap on 
the overseas growth as quickly as its 
regional counterparts. This highlights 
the need for continued innovation, as 
well as internationalisation, to drive 
growth. Otherwise, other markets and 
companies in the region would seize 
the opportunities and become more 
competitive instead. There is also a 
need to encourage our SMEs to go 
beyond buying and leasing equipment 
and training employees, and to heed 
recommendations on what can be done 
to promote innovation and higher 
value-added activities in Singapore. 
On the social front, one key concern of 
households continues to be rising medical 
costs, which affects many Singaporeans. 1 http://www.sbf.org.sg/public/newsroom/details/20131121pr.jsp

produCtIvIty and 
InnovatIon
Given the high business costs and tight 
labour market in Singapore, improving 
productivity is crucial. In doing so, the 
Roundtable panellists raised the need to 
also focus on raising revenue, in addition 
to reducing or managing cost. This 
means placing emphasis on innovation 
and transforming capabilities rather 
than relying on efficiency alone. 
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To sustain quality growth, 
productivity must rise in tandem in this 
tight labour market and higher business 
cost environment. Beyond efficiency, 
innovation-driven productivity is 
imperative to help businesses value-
add. The panellists suggested that 
businesses should leverage more on 
technology to add value to their services 
or offerings. Singapore requires more 
people with technical skills, and there 

+ taY Hong Beng
Partner, 
Head of Tax, 
KPMG Advisory 

+ Kurt Wee
President, 
Association of Small and 
Medium Enterprises

and development and promoting the 
development of intellectual property 
and intangibles. This emphasis on the 
value-added side of the business eco-
system is what will lead to sustainable 
quality and inclusive growth. 

 tay  For the past few years, the 
productivity drive was centred 
around  processes and cost-efficient 
improvements. In the longer term, you 
need innovation to drive the demand for 
your services and products. Research 
and development tax incentives are one 
good way to drive innovation. 

 Koh  We are increasingly operating 
in a higher cost environment and 
there is only so much we can do 
to manage cost. The risk is that 
Singapore businesses may be priced 
out (versus global competition) over 
time. To stay in the game, it is not 
just about managing cost, it is about 
finding ways to enhance value and 
achieve quantum leap in capabilities.

is also a need to empower people with 
an entrepreneurship and innovation 
mindset. To improve productivity, it 
is necessary to focus not only on the 
cost side but also on the revenue side, 
via innovation. To grow the innovation 
eco-system, the panellists proposed 
a stronger focus on R&D, with the 
possibility of improving R&D incentives 
or tax benefits related to intellectual 
property (IP). They concurred that 
businesses need to position themselves 
higher up the value chain in order to 
gain more revenue. 

 loh  Productivity improvement needs 
to be a sustained initiative and we must 
stay the course in terms of our focus on 
this. Innovation and entrepreneurship 
are really the key to our competitive 
success. We cannot compete by just 
being more efficient or executing better 
than our competitors. The Budget 
should focus on the revenue side of the 
equation by spurring innovation and 
entrepreneurship, driving research 
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Singapore consider new developments 
in the market of financing, such as 
crowd funding, and the possibility of 
having an exchange that deals with 
trade receivables. Another panellist 
suggested that the government could 
consider re-introducing the risk-sharing 
scheme in which the government shared 
the risk of bank financing to SMEs in  
the immediate wake of the 2008 
financial crisis.  

A panellist also highlighted that 
for local SMEs to develop, government 
procurement can play an important role 
by awarding contracts and providing 
recognition to local SMEs. This will help 
them build and acquire a track record 
which is often a requisite in bids for 
much larger projects.  

InnovatIon and CapabIlIty 
transformatIon
To drive innovation and capability 
transformation, the panellists 
highlighted the importance of building 
a talent pipeline to leverage on the 
opportunities brought about by 
technology. In addition, to further 
encourage R&D, it will be useful to 
review the present incentive structure 
for such activities. 

Innovation and entrepreneurship 
were highlighted as important drivers 
of productivity. However, the potentially 
small pool of trained engineers and 
information technology talents in 
Singapore would affect the utilisation of 
PIC grants for research and innovation. 
There is a need to groom enough people 
with such capabilities, such as through 
our education, to be future-ready.

To encourage R&D, the incentive 
regime could be further fine-tuned, for 
example, by reviewing the definition or 
scope of R&D activities which qualify 
for such incentives. A panellist said that 
the existing R&D tax incentives appear 
to neglect the lower-end developmental 
aspects such as improvements in 
construction methods or processes, 
with too much focus on high-end 
research activities such as stem cell 
research that may be more “blue sky” 
in nature. Also, Singapore’s definition 
of R&D appears to be more restrictive 
than in other countries. 

To help Singapore small and 
medium-sized enterprises (SMEs) 
increase and enhance their capabilities, 
there may be a need to help them 
expand their market breadth. A 
panellist shared his observation of 
an increasing trend of foreign SMEs 
acquiring local ones. 

A specific area where greater 
support could be provided is financing 
for business expansion or R&D 
activities that aid local SMEs transform 
their capabilities. As traditional 
bank financing may become more 
constrained as well as more expensive 
due to the Basel III requirements, there 
has been some clamour for alternative 
financing mechanisms in Singapore. 

A panellist recommended that 

 
 mah  Productivity must follow when 
costs go up. Thus innovation is needed. 
Innovation can help to expand new 
products and services. We need to 
encourage innovation. We may need to 
start early to achieve that, for example, 
through the education system. We need a 
holistic approach to nurture innovation.

 Wee  Many SMEs which are profitable 
outfits face difficulty in getting equity 
financing. More liberal equity financing 
should be made available to SMEs. Such 
profitable SMEs should be supported to 
expand and grow.

 ho  Government procurement can 
contribute towards developing SMEs 
by giving them recognition and 
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centralised resource database to help 
SMEs better know and understand 
where and how to get funding, tax and 
regulatory matters as well as access to 
overseas markets. 

 From a tax perspective, a panellist 
shared that local SMEs are often 
concerned about double taxation on the 
same income earned from providing 
services to corporate clients when they 
venture overseas. For simplification, the 
government could consider treating the 
service income to be foreign sourced 
as long as the taxpayer suffers foreign 
withholding tax.

Given that SMEs tend to have 
fewer resources than larger firms, a 
review of the Mergers and Acquisitions 
(M&A) Allowance could also be useful 
to encourage and benefit more SMEs 
aiming to grow via M&A. Currently, the 
allowance only benefits acquisitions 
made for a majority stake in a target 
company, that is, more than 50%. To 
help our SMEs, the allowance could be 
reviewed to benefit acquisitions that are 
of minority stakes, that is, below 50%. 

 Chan  Agencies can consider setting 
aside a budget to see how we can help 
SMEs link up to fly the Singapore flag 
better overseas, so that we fly in an 
organised geese formation and do it 
better together. This allows us to speak 
in a louder voice, not only in Singapore 
but also in the region.

 overmyer  The Singapore brand has 
been good in attracting businesses. But 
with the rising cost and tightening of 
foreign labour, the government should 
perhaps think about making Singapore 
even more attractive for MNCs to 
anchor their high-end operations here.

 poh  To relieve taxpayers from 
suffering double taxation on the same 
source of income in more than one 
country due to disagreement on the 
“source” of income as interpreted by 
different tax jurisdictions, the FSIE 
rules could be simplified by deeming 
the service income to be foreign 
sourced as long as the taxpayer suffers 
foreign withholding tax. 

opportunity to reinforce its status as a 
gateway to Southeast Asia. More can be 
done to increase their awareness of AEC 
and the opportunities that it may bring. 
Such regional opportunities can benefit 
businesses and help them nurture more 
Singapore brands.

Given that the local market is 
small, branding is important to help 
our companies penetrate new markets 
outside Singapore. The government 
could consider establishing incentives 
that encourage businesses to develop 
and grow their own brands, such as 
allowing them to enjoy incentives based 
on independent valuations of their 
internally-developed brands. 

It was also suggested that the 
government could consider setting up a 

assisting SMEs in their first steps. So 
government procurement can be used 
as a strategy for SME development. 
There are examples of other countries, 
for example UK, which uses government 
procurement and transparency of these 
awards to SMEs to contribute to the 
growth of their small businesses.

GroWInG the sInGapore 
brand and sInGapore 
brands overseas 
Increased competition and globalisation 
have intensified the need for Singapore 
to further develop the Singapore 
brand. The upcoming ASEAN Economic 
Community (AEC), which will be 
formally established in 2015, can 
provide Singapore with a valuable 



FOCUS
Pre-Budget roundtaBle 2014

ISCA Vice President R Dhinakaran and  
Chaly Mah, CEO, Deloitte Asia Pacific

Dr Tan Kim Siew, Commissioner, Inland Revenue Authority of Singapore (photo left, 1st from right) and 
Chew Mok Lee, Asst Chief Executive, SPRIng Singapore (photo right, end of 2nd row), were among the 
observers at the Pre-Budget Roundtable
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For example, as and when the activities 
are performed or even upfront as 
long as prior approval for the effort 
has been granted, rather than on a 
reimbursement basis after all costs 
have been expended. 

With regard to the Land 
Intensification Allowance, the panel 
discussed whether this incentive 
could be extended to other deserving 
sectors such as the education and 
telecommunication industries, so 
long as the relevant gross plot ratio 
requirements are met.              

      
 ross  In my own organisation, we are 
trying to arrange for more overseas 
secondments for our aspiring young 
Singaporean staff, sometimes also 
in swop-type scenarios, that is, an 
overseas person comes to Singapore 
“in exchange”. I think secondments 
help to build the overseas experience 
and encourage our staff to think  
about overseas markets and cultures. 
I can see that might also be attractive 
to SMEs especially if the training 
aspects of the Productivity and 
Innovation Credits could be  
extended to the incremental  
cost of sending Singaporeans on  
overseas secondment.

 dhInaKaran  We have the same 
quota system applied across the board. 
The government has taken a lot of 
initiatives to tighten the foreign labour 
workforce but has not analysed which 
services sectors are most critical where 
a higher quota is necessary, similar to 
construction and manufacturing.

 ChIa  Cash flow is critical to SMEs. 
In situations where SMEs qualify for 
grants, they will usually still have to 
pay out lump sums first before getting 
rebates. These processes also tend to 
increase the administrative workload. 
For government bodies giving the 
grants, once an SME qualifies for 
a grant, perhaps the grant may be 
structured such that payout can be 
made immediately or in stages, as and 
when activities are performed.

fIne-tunInG Government 
polICIes
To further encourage companies 
to innovate and transform their 
capabilities, the panellists raised 
the possibility of a “through-train 
application process” between SPRING 
Singapore’s Innovation & Credit 
Voucher (ICV) scheme and Capability 
Development Grant (CDG). This would 
allow companies to embark on small-
scale projects using the ICV, before 
seamlessly progressing to more holistic 
projects supported under CDG, without 
the need to go through a separate 
application process.          

The shortage of manpower has been 
a central theme for the SME community 
since the introduction of stricter foreign 
labour rules. A panellist familiar with 
the services sector highlighted that it 
was not logical to apply the same labour 
quota across the entire services sector 
as some services sub-sectors have 
greater manpower requirements. 

To address the varying 
requirements, the government could 
look into the manpower and quota 
requirements of the individual 
services sub-sectors. It was raised that 
there are also certain sectors where 
locals do not or are less keen to seek 
employment. The government could 
consider support, such as incentives, for 
companies to engage locals to work in 

these sectors.
A panellist shared that it 

would be beneficial to second 
high potential Singaporeans 
to overseas offices to gain 
exposure and suggested that 
the PIC be expanded to cover 
such training activities. 

To encourage more SMEs 
to take up WCS and raise their 
employees’ salaries, while 
simultaneously help SMEs 
manage their cash flow, a 
suggestion was raised for more 
frequent payout of the WCS, 
for example, on a quarterly 
basis rather than annually. 
The SMEs’ subsidies or grants 
could also be paid in stages. 

ISCA Vice President R Dhinakaran and  
Chaly Mah, CEO, Deloitte Asia Pacific
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to businesses with goals of achieving 
social inclusiveness and also consider 
expanding any existing matching 
grants beyond those already given for 
healthcare and education purposes. 

 
 Chua  Employment of the 
disadvantaged group or people with 
special needs can be challenging but 
with the right training, this group of 
employees can definitely contribute 
to the organisations with the right 
skill-set and loyalty. Training of basic 
skills can be important for this group 
to skill them up for employment.

 lInG  On addressing healthcare cost 
concerns, more can still be done 
to help with the cost of medication 

proGressInG toWards a 
more InClusIve soCIety 
Social inclusiveness is another key pillar 
which several panellists highlighted 
that the government should continue 
to focus on in its coming Budget. They 
urged the government to continue 
with further measures to address 
issues related to the ageing workforce, 
improving employability of the 
mature and disadvantaged groups, 
and enhancing reliefs to deal with the 
increasing cost of living, particularly 
healthcare costs.  

With the ageing population and 
tightening of foreign manpower, the 
panellists recommended that the 
government maintain its ongoing 
progressive measures to better attract 
mature employees into the workforce 
and better develop them. 

A panellist also noted that the 
qualifying child relief had remained 
unchanged for many years, and 
suggested that the relief amount be 
reviewed, especially in light of the 
marked increase in the cost of living 
over the same period of time. Further, 
it was also noted that if the parent/
handicapped parent relief is meant 
to promote filial piety, there should 
be consideration to allow multiple 
taxpayers to claim this relief, especially 
if the taxpayer has contributed to the 
maintenance of the parents. 

Concerns were also raised that 
medical costs had increased markedly 
and the panellists suggested that 
the government could review tax 
deductions allowed for medical and 
health insurance expenses incurred by 
businesses for their employees. There 
is currently a cap on the deductible 
expenses for corporate tax. Enhancing 
such incentives will directly help 
businesses which intend to employ a 
greater number of older workers. 

To encourage businesses to partner 
social enterprises or organisations 
and be involved in corporate social 
responsibility or hiring of the 
disadvantaged, the panellists raised the 
suggestion that the government could 
consider providing matching grants 

and treatment. Although the bulk 
of medical costs can be covered by 
Medishield and/or Medisave, some 
patients will still have to come up 
with out-of-pocket expenses and 
this could be taxing for retirees 
with no sources of income. In terms 
of deductions from Medisave for 
prescribed medicine, for instance, the 
government can consider relaxing 
some restrictions, such as the 
Medisave withdrawal cap for chronic 
diseases.  ISCa.

The full ISCA Pre-Budget Roundtable report can 
be downloaded via http://research.isca.org.sg/
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