SINGAPORE
+ BUSINESS
FEDERATION

Apex Business Chamber

National Business Survey
2022/2023

Manpower and increased costs are core challenges for businesses in 2023.
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Foreword

We are pleased to share with you the summary
report on the findings for the National Business
survey (NBS) 2022/2023 conducted by the
Singapore Business Federation (SBF).

Every year, we conduct this flagship survey to
uncover insights on the sentiments of our
Singapore business community on a wide range of
topics including business confidence, economic
outlook and operating environment. The survey
also identifies the priorities, challenges, and future
plans of our business community. Calling attention
to areas where companies require greater
assistance, the survey informs SBF's advocacy
efforts, including presenting our recommendations
to the government agencies for the Budget.

The data for this 15th annual edition of the NBS was
collected from 29 August to 23 November 2022 and
the survey drew responses from 931 companies
across all key industries operating in Singapore.
The results touched on top-of-mind concerns such
as the impact of inflationary pressures and supply
chain disruptions on businesses, digitalisation and
transformation, internationalisation, and the green
transition towards sustainability.

This year's results show that business sentiments in
Singapore are more positive compared to last year,
with 52% of businesses being satisfied with the
current business climate compared to 37% in 2021.
Looking ahead to the next 12 months, there is a
greater sense of cautiousness. 40% of businesses
expect the local economy to improve in 2023 (down
from 47% in the last survey), while 26% of
businesses think it will worsen (up from 13%). In line
with the cautious sentiments, 97% of businesses
expect the current inflationary pressures to
continue into 2023.

Despite expecting inflationary pressures to persist,
80% of businesses remain confident in the
resilience of their operations in the next 12 months,
with large companies (89%) being slightly more
confident compared to SMEs (77%). To mitigate
inflationary risks, implementing cost saving
measures  (55%), increasing  price  of
products/services (42%), and renegotiation of
financial terms with suppliers and customers (38%)
are the top 3 strategies adopted by businesses.

Increase in business costs (66%), availability of
manpower (52%) and retention of manpower (47%)
have emerged as the top three business challenges
this year. These challenges are faced by both SMEs
and large companies alike.

Lim Ming Yan
Chairman
Singapore Business Federation

To cope with these challenges, businesses hope
that the Singapore Budget 2023 will have schemes
that help support cost (74%) and schemes that hel
to attract, develop and retain talent (57%;
Businesses are also adopting strategies such as
providing competitive employee salary and
benefits package (81%), strengthening employer
brand (49%) and articulating clear progression
prospects leading to key leadership positions (46%)
to attract and/or retain staff.

Almost all businesses continue to remain
committed to transformation in growing their
businesses (96%), while a majority have also
incorporated at least one Environmental, Social and
Governance (ESG) initiative as part of their
company activities (75%).

We hope that the findings from NBS 2022/2023 will
be insightful and useful. I would also like to
acknowledge all our member companies that have
participated in this year’s survey and the Trade
Associations and Chambers (TACs) that have
supported us.







Report Overview

The National Business Survey (NBS) is the flagship survey of the Singapore
Business Federation (SBF). The NBS is currently into its 15th annual edition.
This survey seeks to gather feedback from our member companies on the
prevailing state of affairs and understand their unique business
challenges. The survey was carried out from 29 August to 23 November
2022, and drew responses from 931 businesses across key industries.
73% of the responses were from SMEs and 27% of the responses were from
large companies.

Business sentiments in Singapore are more positive now compared to last
year, with 52% of the businesses being satisfied with the current business
climate in Singapore compared to 37% in 2021. Looking ahead, there is
greater caution, with 26% of businesses forecasting a worsening of the
economy in the next 12 months, compared to 13% in last year’'s survey.
While cautious, businesses remain hopeful, with 40% forecasting an
improvement and 33% forecasting a stable economy in the next 12 months.

Singapore businesses’ top challenges are the increase in overall business
costs and manpower issues. These challenges are faced by both SMEs and
large companies alike. Businesses’ top cost challenge is related to wages.
This is followed by logistical costs, overall cost pass-through and
procurement costs. There is also some concern on utilities cost. Aimost all
businesses face manpower issues, especially those related to manpower
costs and foreign manpower. The top 3 manpower challenges are rising
manpower cost (75%), attracting and/or retaining younger workers (51%),
and the new foreign manpower policies (48%). In the face of an inflationary
climate and ongoing manpower issues, businesses hope that the
Singapore Budget 2023 will support them in addressing costs and
manpower challenges.

Businesses remain committed to driving business transformation, with
96% rating it as either very important or somewhat important. More than
half of businesses believe that business transformation initiatives are very
important for "Operational Process" (71%), "Customer Service" (70%) and
"Products & Services" (70%).




Business Sentiments

0l. Business Sentiment has Improved

Business sentiments are more positive now compared to last year. Looking ahead, businesses remain cautiously
optimistic about the Singapore economy.

Current Business Climate in Singapore Singapore Economy — Next 12 Months

® 2020 @ 2021 @ 2022 ® 2020 ® 2021 @ 2022
o °PCe coe ©°% °°0 oo
<) O Fee YT M Few

Satisfied Neutral Dissatisfied Improved Stay The Same Worsened
Base: N = 931(2022) 1096 (2021) Base: N = 931 (2022) 1096 (2021)

02. cConfidence Level has Risen

While there is high level of confidence in sustaining operations over the next 6 months, businesses are
nonetheless more cautious over the longer term. Large companies are relatively more confident compared to
the SMEs.

Confidence in Sustaining Business
Next 6 Months Next 12 Months

© Confident
Very Confident
+ Somewhat Confident 78%
% 14 | 79%
87% 80%
@ Not Confident
Somewhat Not Confident o 22% P A | 21%
+ Not Confident 13%
2022 2021 2022 2021
avm O
m SMEs 85% 78% 77% 77%
Large .
Companies 90% 81% 89% 88%

Base: N = 931 (2022) 1096 (2021)




Mitigating Business Risks

03. Inflationary Pressures 04. Actions Taken to Manage
Inflationary Risks

Businesses remain impacted by inflation and most _ ) N

expect the current inflationary climate to continue Top 3 strategies adopted by businesses to mitigate

into 2023. inflationary risks include implementing cost saving

measures, increasing price of products or services
and renegotiation of financial terms with suppliers

. . and customers.
Impact of Inflationary Climate
5 5% Implement cost saving measures

I: 55% SMEs 55% Large Companies

4 20/ Increase price of company products
I: () | services

Positive Impact 10%

No Significant Impact Ei:¥A

;
Negative Impact

() Renegotiation of financial terms
I: (o] with suppliers & customers
Base: N = 931 . 34% SMEs 43% Large Companies

Base: N = 931 SMEsN =683 Large Companies N = 248

05. supp|y Chain Disruptions Key Challenges in Adopting Technology

Most businesses have been moderately impacted
by supply chain disruptions in the past 12 months, 39% 51% 10%

while 10% of them experienced severe impact.

@ No / Minimal Impact @ Moderate impact @ severe Impact

Base: N =931
06. Actions Taken to Mitigate Supply Chain Risks
Large

. . .y . . SMES  companies
Primary strategies to mitigate supply chain risks rorsgotiation of price 1 ][597 ][esy]
are price renegotiation (61%), diversification of - - .
suppliers or markets (55%) and minimising delays
with logistics companies (43%). The top 3 actions  Diversification of suppliers / markets J (3% ] [[s0% |

taken are similar for both the SMEs and large
companies.

| Working with logistics companies to minimise delays ] [ a41% ] [ 49% ]

06

Base: N = 800 SMEs N = 584 Large Companies N = 216




Business Priorities & Challenges

07. Key Business Challenges

The two primary categories of challenges faced by Singapore businesses are largely related to the increase in
overall business costs and manpower.

Key Challenges for Businesses (%)

Keeping Abreast with Changing Regulations

<

/ Increase in Overall Business Costs s

Availability of Manpower

&8 |

& - Retention of Manpower

M

[ Ol

()

® Cost of Complying with Government Regulations
= O
/7, Challenges with or Disruptions to Supply Chain

P

Foreign Workforce Policies

M

@ Customer Demand Uncertainty .
® Cost of financing

il B e

Base: N = 931

08. Top Manpower Challenges

The top 3 manpower challenges are rising manpower cost (75%), attracting and/or retaining younger workers
(51%), and the new foreign manpower policies (48%). These concerns are felt by both SMEs and large
companies.

Total (%)

Key manpower challenges

Rising manpower cost

Attracting and [ or retaining younger workers

sramorponerees |
st s |
o s o e oo

New foreign manpower policies will raise costs

Limited pool of local high-skilled labour 47
Stricter policies that limit the supply of foreign 43
workforce

Base: N = 894




Business Priorities & Challenges

09. Ways to Attract & Retain Staff

Companies’ key approach to attract and retain staff include providing competitive salary and benefits (81%),
strengthening employer brand (49%) and articulation of clear career progression prospects (46%).

Provide competitive employee salary
and benefits package

Strengthen employer brand

Articulation of clear progression prospects
leading to key leadership positions

f8
N
\ 2

Base: N = 253

Provide hybrid home & in-office
workspace option

Flexi work hours (e.g. half day, certain days
per week)

Increase the advertising and promotion of =
the job opening RS

4-day work week

10. Wage is the Biggest Cost Challenge

Businesses'’ t_°I_° cost chdllenge§ qre those related Areas that Businesses Faced Increased Operating Costs
to wages. This is followed by logistical costs, overall

cost pass-through and procurement costs. There

is also some concern on utilities cost. Wages
Overall Cost Pass-Through
Procurement
oOffice/Shop Utilities
Base: N = 618

Note: Examples of overall cost pass-through include expenses for insurance, security
and cleaning, property tax and other business expenses.




Business Priorities & Challenges

1. Priorities of Singapore Businesses

Businesses are focused on building financial resiliency and strengthening business continuity.

Top 10 Priorities for Businesses

Ensuring
Positive
Cash Flow

Attracting /
Retaining

Maintaining
Revenue

Growing Reducing

Streamlinin i Digital
Growing Business 9 Maintaining Offering Ne/w Transformation
Market Share Market Share Products of the

Process Services

Company

Base: N = 929
12. Business Plan for Next Year ® currently Doing (%) @ Flanning o Do Next vear(x)

Businesses are more likely to push ahead with Offer new products [ services
offering new products or services and collaborating

with other companies. l (63)
l O —

Collaboration with Other Companies

l Om—
l O ——

Obtain Loans to Meet Cash Flow Needs




Business Transformation

13. Business Transformation Continues

Businesses remain committed to driving business transformation, with 96% rating it as either very important or
somewhat important. This focus cuts across all businesses, including SMEs (94%) and large companies (98%).

Importance of Business Transformation

32% Somewhat Important 4% Unimportant
6% - 2021

64% Very Important
65% - 2021 29% - 2021

Base: N = 931 (2022) 1096 (2021)

14. Key Business Transformation Areas

More than half of businesses believe that business transformation initiatives are very important for "Operational
Process” (71%), "Customer Service" (70%) and "Products & Services" (70%).

Business Transformation Areas: 2021 vs 2022

Customer Operational Business Products & Expanding Research &
Service Process Model Services Overseas Development

Very Important

. B 70% "
:

5% 4% 20% 22% - 18%
2021 2022

47% l 70% %
Eq
4

Somewhat Important

Unimportant
6% 4% 3% 3% 5% 4%
2021 2022 2021 2022 2021 2022 2021 2022 2021 2022

Base: N = 931 (2022) 1096 (2021)
Decimal points have been rounded up. The total may not add up to 100%.




15. Benefits and Challenges of Digital Transformation

Digital transformation has led to an increase in productivity (54%), optimisation of operations (48%) and
reduction in operation costs (44%). The top challenge to technology adoption is the high cost (59%).

Key Benefits of Digital Transformation

e
“““, I 5 4 0/ Increased ‘
S © Productivity

—— Of optimised
© Operations

4 40/ Reduced
© Operation Costs
Improved
e 4] °/ Customer
o Experience
(]
3 l °/ Increased |
Bl (o] Revenue

Key Challenges in Adopting Technology

Ofy lahcostartne [
59%

o Lack of management Qg Cybersecurityrisks
3 l /0 expertise to drive the (+) (e.g. To prevent
technological change
W

Expensive licensing

o Existing staff not ts f
2 6 /o attuned or inclined to the 2 6 o o sgkmcsiu‘l’;se of
use of the technologies / intellectual property
26 % 5o [ 26% it

-

Base: N = 931

Government Budget & Support

16. Businesses’ Wishlist for
Singapore Budget 2023

In the face of an inflationary climate and ongoing
manpower issues, businesses hope that the
Singapore Budget 2023 will support them in
addressing costs and manpower challenges.

Schemes to address cost ]

Schemes relating to attracting, developing and

retaining talent

06

Schemes relating to cash flow management ]

( ¢

8% Schemes that help with transformation & deepening of
(]

w

enterprise capabilities

\

Schemes relating to credit ]

e

Base: N = 931

17. Key Areas of Support
Needed

To enhance business resilience, companies require
assistance in financial management (41%),
business strategy development advisory (41%) and
financial support (33%).

Financial management to optimise performance &
support strategy for growth

Business strategy development advisory and consultancy
services

Financial support (including equity financing)

Developing brand and strategic marketing to target
audiences and sell products and services more efficiently

Improve company'’s service delivery through deeper
customer understanding

000006

Base: N = 920




Green Transition of Businesses

18. Top Environmental, Social &
Governance (ESG) Areas
Implemented

Singapore businesses are incorporating ESG as
part of their company activities, with 75% having
implemented at least one ESG area.

1A Employee health and safety

M Fair and equitable employee pay
N% o
and rewards policies

Documenting, monitoring and reporting
YA your business’ governance, risks and
8._compliance
Transparency in corporate
57%

reporting

Implemented at

[{}’4 Inclusion & diversity in business
least one ESG area . Y

Contributing to communities

k¥4 Waste management

Base: N = 931

19. Top ESG Areas that Companies
Plan to Implement

The drive to incorporate ESG into their businesses
continues, with a focus on sustainability and
contribution to communities.

Increase sustainability in business
supply chains

45%

4 3 % Inclusion & diversity in business

o S S
4 3 /° Mitigating supply chain risks

40%

Contributing to communities

Use of renewable energy / reduction
of carbon footprint and / or greenhouse
gas emissions

39%

Base: N =611

20. Challenges Encountered in “Green” Transition

The top challenges faced by businesses include
not knowing how to kick-start the process, lack of
clear strategy to drive transition and lack of
management expertise to drive transition.

Base: N = 931

Don’t Know Where/How to Start (%)

l O ——

Lack of Clear Strategy to Drive Transition

@ ee———

Lack of Management Expertise to Drive Transition
— | —
Access to Relevant Technology

Q) ——

High Cost of Adoption

@ ———




Venturing Overseas

21. Businesses are Increasing 22. ASEAN and China Remain the
Their Presence Overseas TOp Regions for Overseas
Expansion
o ) Singapore businesses’ current overseas ventures
74 /0 With Overseas Engagement remain focused on ASEAN, with Malaysia and
I: 20 N Indonesia being top destinations. Beyond ASEAN,
China is another popular region for overseas
2021: 69% SMEs 2021: 81% Large Companies eXpCIHSiOF‘I.

2021 Top Countries
65% Malaysia

[ 6 5% Future Overseas Plans

2021: 40%
66% SMEs 62% Large Companies

51% China
51% Indonesia

Total Base: N = 931 (2022) 1096 (2021)

™ Americas [ curope [ midaiocost I asia BN asean QN Pacific

USA 24% UK 17% China 46% Malaysia 57% Australia 24%
Germany 17% India 28% Indonesia  40% New Zealand 13%

France 12% Japan 28% Thailand 38%

UAE 12% South Korea 23% Philippines 32%

Netherlands  10% Taiwan 21% Vietham 27%

Myanmar 16%

Laos 13%

Brunei 12%

Cambodia 12%

With Overseas
Engagement

Base: N=690

Active in ASEAN

2021: 83%

Total Base: N = 690 (2022) 770 (2021)




Recap of Key Findings
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Current business sentiments in Singapore are more positive compared to last year, with 52%
of businesses being satisfied, compared to 37% in 2021.

Looking ahead to the next 12 months, there is a greater sense of cautiousness. 40% of
businesses forecast that the local economy will improve in 2023 (down from 47% in 2021),
while 26% of businesses think it will worsen (up from 13% in 2021). In line with the cautious
sentiments, 97% of businesses expect the current inflationary pressures to continue into
2023.

Despite expecting inflationary pressures to persist, 80% of businesses remain confident in
the resiliency of their operations in the next 12 months.

Implementing cost saving measures (55%), increasing price of products/services (42%),
and renegotiation of financial terms with suppliers and customers (38%) are the top 3
strategies adopted by businesses to mitigate inflationary risks.

Top business challenges are increase in overall business cost (66%), availability of
manpower (52%), and retention of manpower (47%). The top 3 business challenges are
similar for SMEs and large companies.

Businesses’ top cost challenges are those related to wages (79%), logistical costs (52%),
overall cost pass-through (48%), procurement costs (48%), and utilities (45%). ‘Wages’ is
the biggest cost challenge as companies compete to attract and retain talent.

Key manpower challenges include rising manpower cost (75%), attracting and/or retaining
younger workers (51%), new foreign manpower policies raising costs (48%), limited pool of
local high-skilled labour (47%) and stricter policies that restrict the supply of foreign
workers (43%).

To cope with these challenges, businesses hope that the Singapore Budget 2023 will have
schemes that help support cost (74%) and schemes that help to attract, develop and retain
talent (57%). Businesses are also adopting strategies such as providing competitive
employee salary and benefits package (81%), strengthening employer brand (49%) and
articulating clear progression prospects leading to key leadership positions (46%) to attract
and/or retain staff.

Businesses remain committed in driving business transformation, with 96% rating it as
either very important or somewhat important. This is primarily done through operational
process (71% indicating it as very important), customer service (70%) and products &
services innovation (70%).

Businesses continue to benefit from digital transformation, citing increased productivity
(54%), operational optimisation (48%) and reduction in operational costs (44%) as the core
benefits.

For ESG, 75% of businesses have implemented at least one ESG areq, with the top ESG areas
implemented being ‘Employee health & safety’ (81%), ‘Fair and equitable employee pay &
rewards policies’ (71%), ‘Documenting, monitoring and reporting business governance, risks
and compliance’ (57%), ‘Transparency in corporate reporting’ (57%) and ‘Inclusion &
diversity in business’ (50%). The top 4 ESG areas implemented are similar for both SMEs and
large companies.

Looking ahead, companies are planning to do more in ESG areas such as ‘Increasing
sustainability in business supply chain’ (45%), ‘Mitigating supply chain risks’ (43%),
‘Inclusion & diversity in business’ (43%), and ‘Contributing to communities’ (40%), amongst
others.




About The Survey

Wholesale

Manufacturing

IT & Professional Services

Retail, Real Estate,
Restaurants and Hotels

Construction & Engineering Base: N = 931

Other Services

Logistics & Transport

Banking & Insurance

J8. 73% SMEs ﬁ 27% Large Companies st el B aem el

" = = ®m @ E E mE ®m N N S S S N N N N N N N N N N ®N N N GS%Yes 32% No

Stage of Development (%) Annual Sales 2021 (%)

-
00°%%e 099 ol

. Above $50 Million
@ start-up (First 3 Years) @ Moature B2C B2B Both @

@ Accelerating Sales (>10% p.a.) ® Decline

o, Base: N = 931
. Moderate Sales (Up to 10% pCI) Decimal points have been rounded up. The total may not add up to 100%.




About SBF

SINGAPORE
+ BUSINESS
FEDERATION

Apex Business Chamber

As the apex business chamber, the Singapore Business Federation (SBF)
champions the interests of the business community in Singapore in trade,
investment and industrial relations. Nationally, SBF acts as the bridge between
businesses and government in Singapore to create a conducive business
environment. Internationally, SBF represents the business community in
bilateral, regional and multilateral for the purpose of trade expansion and
business networking.  For more information, please visit our website:
www.sbf.org.sg.

If you would like to contribute to the SBF National Business
Survey 2023/2024, please indicate your interest via email to
research@sbf.org.sg.

For more information about SBF National Business Survey, visit
www.sbf.org.sg/what-we-do/advocacy-policy/sbf-research-
reports#NBS
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Research & Publishing
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Singapore Business Federation

SINGAPORE
*_ BUSINESS
FEDERATION

Apex Business Chamber

If you require any clarifications,
kindly contact research@sbf.org.sg.
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