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“We've got to sustain a fair and 
inclusive society for generations, 
not one election at a time.”
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Deputy Prime Minister and Finance Minister Tharman Shanmugaratnam rounded up the 2½ day Budget debate 
by emphasising the strength of Singapore’s fiscal system, and the government’s focus on building a fair and 
inclusive society. The Business Times summarises his key points. By Kelly Tay

1  Economic restructuring
Business costs
Business costs remain elevated due to a 
supply-strained economy, where demand for 
resources remains high. The economy isn’t in 
crisis, though – net new firm formation was 
20,000 on average per year in the past 5 years.

Approach to restructuring
Singapore has chosen a middle path – neither 
an across-the-board subsidy of business costs, 
nor a surrender to market forces – but phased 
foreign worker tightening since 2010. Funds 
collected from foreign worker levies have 
been more than ploughed back to businesses. 
    This gradual approach avoids shock 
treatment, which would affect promising 
businesses in addition to weaker ones; it also 
avoids imposing large costs on workers.

SkillsFuture
The government will focus on assuring people 
of the quality of SkillsFuture offerings, with 
courses made relevant to industry and 
individual needs. Close collaboration between 
the government and trade associations is 
needed.

2  Fair and inclusive society
Social compact for the future
There has been a deliberate tilt to support 
lower and middle-income groups since 2007. 
The goal is to create a society where personal 
and collective responsibility reinforce each 
other.

Taxes
Singapore’s tax system is progressive – 
redistribution occurs not just from the rich to 
the poor, but also to the middle-income group. 
Its low tax regime tries to keep the burden on 
the latter low.

3  Ensuring sustainability
Prudent budgeting
The government has and will continue to be 
fiscally prudent – Budgets must be balanced 

within each 
term of govern-
ment. Recent 
deficits were due to funds 
being set aside for future investments.

Reserves
The net investment returns (NIR) framework 
ensures disciplined and sustainable spending, 
without a depletion of the reserves. Spending 
is capped at 50% of expected long-term real 
returns – meaning international purchasing 
power is preserved, and stability is achieved. 
The asset base is also smoothed to discount 
latest price changes.

Investment entities
Temasek, GIC, and MAS inclusion in the NIR 
framework will not impact their investment 
strategies. 


