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The Economic Restructuring Story Continues 
 
Budget 2015 marks Singapore’s entry into its second, deeper phrase of economic 
restructuring. In many ways, there were few new themes as had been expected with 
Singapore’s 50th birthday this year. 
 
However, the journey of transformation continues. The goal is quality growth, and sharing 
the fruits of that growth more evenly remains unchanged. 
 
A key component of this year’s Budget has to be the SkillsFuture initiative, first announced in 
2014. It is a significant undertaking indeed, with the Government setting aside S$1 billion per 
year for the next five years, aimed at helping Singaporeans acquire deeper skillsets valued 
by industry.  
 
Mature shift from a value adding to a value creation economy  
 
SkillsFuture complements the ongoing productivity drive. It aims to raise labour productivity 
by investing in skills upgrading to sustain real wage growth in the face of global competition 
and technological advances. This long-term investment in people and their skills is what will 
shift us from value-adding to value-creating.  
 
Another resurgent focus this year is innovation. While it has always been a part of the 
“Productivity and Innovation Credit” which continues in an amended form till 2018, it is the 
Innovation which takes centreplace this year. 
 
The Government has recognised that in value creation, every form of innovation counts and 
is worthy of support.  
 
For Singapore companies venturing to innovate, they will be provided support across a wide 
range of activities, they are developing a new process or brand, online marketing or 
leveraging on big data.  
 
The significance this year is that not just ‘revolutionary” innovative activities such as 
research and development are now important, but “evolutionary” ones count too, as far as 
applying for incentives under the Capability Development Grants (CDG) goes.  
 
While pleased with this development, it may not go far enough as it benefits very small 
projects (i.e. projects below $30,000). It would have made a bigger impact to encourage 
pervasive innovation through a broad-based tax incentive scheme for all types of innovative 
activities.  
 
Aid for overseas expansion  
 
Nevertheless, while incentives to promote innovation are the right step forward for 
Singapore, the Budget contained no specific measures to recognise home grown brands that 
have the potential to encourage younger ones. 
 
Building strong Singapore brands is a key factor in internationalisation. It would have been a 
much more complete package if there were a new tax incentive to recognise and promote 
strong Singapore internally generated brands. 
 
The Finance Minister also recognised that externally-oriented companies and sectors tend to 
be more markedly productive than domestic-oriented ones.  
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With more Singapore companies moving overseas to overcome the constraints of the 
domestic economy, this Budget also saw new measures to provide more support to 
internationalising SMEs. 
 
All activities supported under IE Singapore’s grant schemes will be raised from 50% to 70% 
for three years. Double tax deduction for internationalisation will now also be extended to 
cover salaries incurred for Singaporeans posted overseas.  
 
The new International Growth Scheme to help Singapore businesses internationalise is 
equally welcome, providing concessionary tax rates to Singapore businesses, and is timely 
with the implementation of the ASEAN Economic Community later this year.   
 
While not specifically targeted at internationalisation, tax allowances for mergers and 
acquisition (M&A) activities have been raised from 5 to 25 percent for companies making 
acquisitions. This also extends the Mergers & Acquisitions scheme introduced in 2010 for 
another five years.  
 
The Finance Minister, Mr Tharman noted it was a ‘useful strategy for many companies to 
acquire scale, attract talent and compete effectively overseas’. 
 
Top marginal tax rate for higher income-earners to be raised 
 
Rather unexpectedly after some years of declining personal tax rates worldwide, Mr 
Tharman announced that come Year of Assessment 2017, the highest rate of personal 
income tax will become 22 per cent.  
 
In comparison to Singapore’s oft-compared competitor Hong Kong – which has a highest 
personal income tax rate of 17 per cent - a 3 per cent gap now widens to 5 per cent.  
 
While at first sight baffling as it makes Singapore less tax competitive relative to Hong Kong 
in attracting top talent, the reality is that these changes will only affect local and international 
talent with taxable incomes above $160,000 per year.    
 
However, it is worth noting that based on Mr Tharman’s illustration, taxable incomes of about 
$250,000 per annum will pay $400 more in taxes and $800,000 per annum pays an 
additional $10,400.  
 
Representing an effective tax rate of about 19.5 per cent, this is still very attractive when 
compared to individual tax rates of other developed nations. In a world of greater tax 
transparency and tax authorities among developed countries more strictly enforcing 
individual collections against individual tax rates typically between 30 to 50 percent, these 
highly paid talents should still find Singapore an attractive destination. 
 
Any impact on attracting and retaining these taxpayers to live and work in Singapore may 
only be known over the longer term since taxpayers in this tax bracket are also likely to have 
other quality-of-life considerations in deciding a location to work. 
 
Overall, this is still a most forward-looking budget, aimed at building skills and capacity that 
will bring our economy to the next frontier. It will build a new generation of innovative and 
more globally-oriented businesses.  
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