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gainst a backdrop of rapid 
technological change and 
global uncertainty, Finance 
Minister Heng Swee Keat 
delivered the Singapore 
Budget Statement on 
20 February 2017. The 
Budget was a clarion call 
for Singapore to take 

decisive action to reposition for the future, 
through developing strong capabilities in 
our firms and workers, as well as forging 
deep partnerships in our economy. The 
important message was that Singapore 
has to adapt to the changing environment 
to thrive and prosper as the world 
undergoes deep shifts and disruptions 
that will create new challenges, but also 
open up new opportunities. 

The Institute conducted a Post-Budget 
focus group discussion on February 22, 
with participants from key trade 
associations and chambers (TACs), 
including those representing the small 
and medium-sized enterprises (SME) 
community. This article provides the 
key insights gathered from the focus 
group discussion.
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The greater emphasis 
on the long, rather than 
short, term was seen as 
a continuation from the 

thrust of the Committee on 
the Future Economy (CFE) 
report. The extension of 
the Wage Credit scheme 
was much appreciated, 

especially in labour-
intensive sectors like the 

retail industry. 

A FORWARD-LOOKING 
BUDGET, BUT LACK  
OF MEASURES TACKLING 
CURRENT HIGH  
BUSINESS COSTS
The focus group participants were 
generally positive about the forward-
looking Budget 2017. The greater 
emphasis on the long, rather than 
short, term was seen as a continuation 
from the thrust of the Committee on 
the Future Economy (CFE) report. The 
extension of the Wage Credit scheme was 
much appreciated, especially in labour-
intensive sectors like the retail industry. 

However, there was disappointment 
that measures to tackle long-standing 
issues regarding high business costs 
were lacking, even though they are 
much needed by firms, especially those 
struggling to survive in the near term.  

There was widespread consensus 
among our focus group participants 
that high rental costs for businesses 
had to be addressed as a matter of 
priority. They proposed that Real Estate 
Investment Trusts (REITs) conduct open 
tenders of their property management 
contracts to ensure competitive and 
effective maintenance; open tenders 
will result in lower management fees 
and rental charges. 

Further, the proliferation of onerous 
regulation which has contributed to 
rising business costs should be relooked 
at. The focus group participants 
highlighted the case of the Orchard Road 
Business Association (ORBA) having to 
deal with a multiplicity of government 
agencies – sometimes with overlapping 
roles – to organise the Pedestrian  
Night in the recent past as an example  
of over-regulation.Orchard Road, Singapore. 
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PRACTICAL APPLICATIONS 
OF BUDGET 2017’S NEW 
“LEARNING AND ADAPTIVE 
APPROACH”
The focus group participants were 
particularly heartened by the 
government’s “learning and adaptive 
approach” as expressed in the Budget 
Speech 2017. They found this to be very 
relevant and appropriate, given the 
numerous uncertainties around the 
world currently.

They also advocated for citizens 
and businesses to adopt the “learning 
and adaptive approach”. This approach 
will keep the Singapore economy and 
Singaporeans flexible and nimble, which 
is a much-needed attribute in today’s 
uncertain times. 

The participants highlighted 
that the criteria and processes of the 
government’s initiatives and support 
schemes for businesses should 
likewise be kept flexible, with an eye 
on outcomes, instead of processes and 
procedures. This will enable more 
deserving firms to benefit from the 
government’s schemes and assistance. 
The Minister’s approach as enunciated 
in Budget 2017 should cascade down 
to staff of frontline civil service and 
government agencies.

... there was disappointment 
that measures to tackle 

long-standing issues 
regarding high business 
costs were lacking, even 

though they are much 
needed by firms, especially 
those struggling to survive 

in the near term.  

INNOVATION IS A KEY 
PILLAR OF SINGAPORE’S 
FUTURE ECONOMY
Innovation is one of the key pillars of 
Singapore’s future economy. The Global 
Innovation Alliance (GIA), which was 
announced in Budget 2017, would give 
Singaporeans the opportunity to gain 
experience overseas, where they can 
build networks and collaborate with 
their counterparts in other cities. 

Our focus group participants agreed 
that more Singaporeans needed to 
move out of their comfort zones, to live 
and work abroad – and that they need 
to be started on this at a young age, for 
example, when they are students. The 
duration of the overseas internships for 
tertiary students – under the Innovators 
Academy, which forms part of the GIA 
– should be of a sufficient duration (at 
least six months) to be meaningful. 

The introduction of regulatory 

sandboxes was a welcome feature by the 
focus group participants. Regulatory 
sandboxes essentially provide a 
controlled risk environment where, if 
there is a high possibility of failure, the 
failure would take place rapidly and 
on a small scale. Such sandboxes will 
be useful for many industries besides 
the Land Transport Authority (LTA), 
Monetary Authority of Singapore (MAS) 
and Health Sciences Authority (HSA) 
examples which were cited in the Budget 
Speech. Every industry has the potential 
to innovate. Just as the “learning and 
adaptive approach” expressed in 
the Budget Speech, the government 
should provide every industry the 
opportunity to experiment and innovate 
in regulatory sandboxes, without fear of 
regulatory repercussions.     

To help SMEs in fostering 
innovation, the Headstart Programme 
– through which SMEs that co-develop 

LEARNING AND ADAPTIVE APPROACH

Keeping Singapore’s economy and 
Singaporeans flexible and nimble
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option, businesses will not need to 
provide detailed breakdowns of the 
expenditures incurred under such 
CSA, which will be administratively 
less burdensome. 

Besides easing compliance 
burden for R&D claims, Budget 
2017 also addressed another key 
component of innovation – IP. To 
encourage IP commercialisation, a 
new IP Development Incentive (IDI) 
will be introduced to incentivise IP 
income starting from 1 July 2017. 

While the administrative details 
of the IDI are still unclear at this 
stage, it is encouraging to note that 
the IDI will be designed to comply 
with the internationally-accepted 
approach (as recommended 
by the Base Erosion and Profit 
Shifting (BEPS) report which is 
endorsed by the OECD and G20 
countries). Special attention should 
be paid to ensure that the IDI 
will be administratively easy for 
businesses to apply and implement. 

With the IP Development 
Incentive (IDI) aimed at 

encouraging the exploitation of IP 
arising from R&D, companies will 
have more impetus to base and 
enhance their research facilities 
here. Singapore will then remain 
at the forefront of the innovation 
curve, increasing its contributions 
towards an innovative 
and sustainable 
economy.”

PROFESSOR SUM YEE LOONG
ISCA HONORARY TECHNICAL ADVISOR 

AND SIATP BOARD MEMBER

intellectual property (IP) with A*STAR 
enjoy royalty-free and exclusive 
licenses – will be extended to 36 
months from the initial 18 months. 
This can enable SMEs to enjoy the 
monetary benefits for a longer time. 
It is attractive from a cash flow 
perspective as well as investment 
perspective, as the SME can have 
more time to transform technology 
from research and development 
(R&D) into commercially-viable 
products and services. 

From a tax perspective, in line with 
the nation’s focus on innovation, a safe 
harbour rule will be introduced to ease 
the compliance burden of businesses 
participating in R&D Cost-Sharing 
Agreements (CSA). From 21 February 
2017, businesses will be allowed the 
option to claim a tax deduction of 75% 
of the payments made under a CSA 
for qualifying R&D projects. With this 

Opportunities for Singaporeans 
to gain experience and 

build networks overseas

REGULATORY SANDBOXES
A controlled risk environment 

to encourage innovation

HEADSTART PROGRAMME
Royalty-free and exclusive 

licenses extended to 36 months, 
up from 18 months

GLOBAL INNOVATION ALLIANCE
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IMPACT OF FAST-CHANGING 
DIGITAL WORLD
While SMEs had previously bemoaned 
the discontinuation of the popular 
Productivity and Innovation Credit 
(PIC) scheme, they were heartened 
by the introduction of the SMEs 
Go Digital Programme in Budget 
2017, which would help SMEs build 
up their digital capabilities. There 
would be SME Centres and a new 
SME Technology Hub set up by the 
Infocomm Media Development 
Authority (IMDA), where SMEs can 
approach business advisors for advice 
on off-the-shelf technology solutions 
that have been pre-approved for 
funding support or to connect with 
infocommunications and technology 
(ICT) vendors and consultants. 

Making reference to the BEPS 
project which is affecting tax 
systems worldwide, Minister Heng 
mentioned that “with increasing digital 
transactions and cross-border trade, 
some countries have taken steps to 
adjust their GST system, to ensure a 
level playing field between their local 
businesses which are GST-registered, 
and foreign-based ones which are  
not. We are studying how we can  
do likewise”. 

The above is the strongest 
indication yet that Singapore is looking 
into adjusting its GST system to deal 
with the growing digital economy. In 
particular, the government may review 
two types of online transactions where 
Singapore currently does not levy GST – 
supply of services by overseas suppliers 
to Singapore businesses or consumers, 
and sale of low-value goods (under 
the threshold of $400) by overseas 
suppliers to Singapore consumers. 

Should Singapore decide to adjust 
its GST system to tax the digital 
economy, care must be taken to 
ensure that the implementation and 
administration of the new rules are 
kept simple so that GST-compliance 
costs remain low. The change should 
also bring about a level playing field 
between Singapore suppliers and 
overseas online suppliers. 

FEEDBACK ON SPECIFIC 
BUDGET INITIATIVES
Our focus group participants noted 
that the government has repeatedly 
asked the TACs to play a more active 
role for their industries. They were of 
the opinion that what is now needed is 
greater collaboration between TACs, 
to promote exchange of ideas and best 
practices, and to avoid duplication 
of work. For example, on the issue 
of structuring and developing 
training programmes – for which 
the TACs were asked in Budget 2017 
to play a more active role – greater 
coordination and cooperation between 
the various TACs would prevent a 
duplication of similar courses being 
conducted. This helps each TAC to 
better manage resources which in 
turn, can be channelled towards more 
meaningful programmes that are 

SMES GO DIGITAL PROGRAMME

Helping SMEs build  
digital capabilities
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From a tax perspective, 
in line with the nation’s 

focus on innovation, 
a safe harbour rule 
will be introduced 

to ease the compliance 
burden of businesses 
participating in R&D 

Cost-Sharing Agreements.

Industry Transformation Maps (ITMs) is 
a good one, but such an “intellectualised 
approach” – as one of our participants 
put it – could be detached from ground 
realities at times. Therefore, businesses 
and the TACs should be actively engaged 
and involved when developing the ITMs.

INTERNATIONAL PARTNERSHIP FUND

$600 mil
in capital

Government co-invests 
with fi rms to help them scale 

up and internationalise  

ATTACH AND TRAIN INITIATIVE
Participants are sent for 

training and work 
attachments for sectors 

with good growth prospects

INDUSTRY TRANSFORMATION MAPS
Targeted and industry-

focused approach to 
deepen partnerships between 

key stakeholders  

more aligned with the TACs’ missions. 
The International Partnership 

Fund, to which the government will 
commit $600 million in capital to co-
invest with Singapore-based firms to 
help them scale up and internationalise, 
was welcomed by our focus group 
participants. However, there was 
some reservation that Temasek 
Holdings, through its Heliconia Capital 
Management Pte Ltd, is a key player in 
the fund. In particular, issues relating to 
potential conflicts of interest (example, 
cannibalisation of good business ideas) 
will have to be addressed. Further, they 
emphasised that the Fund should be 
targeted at promising firms in their 
critical early stages, when funds are 
most needed, rather than near the 
initial public offering (IPO) stage, 
when the firms are already bankable. 
Therefore, care should be taken in the 

Fund’s implementation to ensure the 
scheme does not become a “pick the 
winner” exercise. 

The “Attach and Train” initiative, 
where industry partners can send 
participants for training and work 
attachments for sectors that have 
good growth prospects – but where 
companies may not be ready to hire yet 
– was regarded positively. Nevertheless, 
our participants from the business 
community were sceptical about the 
commercial practicality of businesses 
investing resources in people who may 
not be in their firm for the long term. On 
the other hand, some businesses already 
have similar initiatives, so “Attach and 
Train” could serve to underpin these 
good practices. They would appreciate 
further details on the initiative.  

The government’s new targeted 
approach to each industry through 
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Just as the Budget 
takes a ‘learning 

and adaptive approach’ and 
emphasises on partnerships, 
ISCA will similarly 
engage with our 
members and 
the industry to 
address future 
challenges 
and harness 
opportunities 
together.”

GERARD EE 
ISCA PRESIDENT  

GOING GREEN WITH TAXES
In our effort to be responsible for ensuring 
a cleaner environment, Singapore 
introduced a carbon tax to reduce 
greenhouse gas emissions with effect 
from 2019, restructured diesel taxes 
to a volume-based duty to encourage 
reduction in diesel consumption and 
adjusted two incentive schemes to 
encourage the use of cleaner vehicles. 

On the proposed carbon tax, 
Minister Heng explained, “The tax 
will generally be applied upstream, 
for example, on power stations and 
other large direct emitters, rather than 
electricity users.” In the absence of 
implementation details, however, there 
are fears that the cost of this additional 
tax will be passed on to consumers. 

The volume-based duty on diesel 
came as a surprise when it was 
announced that like diesel cars, taxis 
will also be affected by this change. It 
remains to be seen how the disincentive 
to drive will affect the availability of 
taxis on the road.

CARBON TAX

Ensuring a cleaner environment
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Perrine Oh and Loke Hoe Yeong are Managers, 
Insights & Intelligence, ISCA, and Felix Wong 
is Head of Tax, SIATP.

This is a pragmatic Budget 
that takes a measured 

approach to balance 
the competing needs in 
addressing short-term 

cyclical pressure, financial 
prudence and keeping sight 
of the long-term imperative 

to invest in innovation  
and capabilities. 

PERSONAL INCOME TAX REBATE
PROVIDING RELIEF  
FOR BUSINESSES  
AND INDIVIDUALS
Amid the economic headwinds, the 
government has enhanced the Corporate 
Income Tax (CIT) rebate for the Year of 
Assessment (YA) 2017 from $20,000 
to $25,000 (while keeping the rebate 
rate unchanged at 50%). The rebate 
is also further extended to YA 2018, 
with a rebate rate of 20% and capped 
at $10,000. While any CIT rebate is 
welcome news for all businesses, the 
quantum of the rebates suggests that 
they are especially meaningful for small 
and micro enterprises.

Aside from businesses, Minister Heng 
also announced a Personal Income Tax 
(PIT) rebate of 20% of tax payable for YA 
2017. With a cap at $500, the PIT rebate is 
targeted mainly at the lower-middle and 
middle-income groups. While it is lower 
than the $1,000 rebate for YA 2015, the 
PIT rebate is still a welcome surprise to 
many individual taxpayers, especially in a 
year of much uncertainty.

MOVING FORWARD:  
IMPLICATIONS FOR THE  
ACCOUNTANCY PROFESSION 
This is a pragmatic Budget that takes 
a measured approach to balance 
the competing needs in addressing 
short-term cyclical pressure, financial 
prudence and keeping sight of the long-
term imperative to invest in innovation 
and capabilities. 

Underlining the government’s 
thinking in Budget 2017 is the CFE report, 
which highlights the importance for 
Singapore to build a vibrant eco system 
of hub services for the Asian region. 
Professional services like accounting are 
key to such an eco system. 

As the national accountancy body, 
ISCA will continuously keep our members 
abreast and equipped on what being 
future-ready means for the profession, 
in order that they can fully tap on the 
opportunities of Singapore’s future 
economy as envisaged by the CFE.  ISCA

Extended to YA 2018: $10,000 cap

For YA 2017: Rebate cap  
raised from $20,000 to 

 $25,000

20%  
of tax payable  

for YA 2017 

($500 cap) 

ENHANCED CORPORATE INCOME  
TAX REBATE


