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[PS: Raise CPF rates
to help older workers

Study shows doing so can help them save up to $145,000 when they retire

2 JOANNASEOW,
MANPOWER CORRESPONDENT

Raising the Central Provident
Fund (CPF) contribution rates
for older workers to put them on
aparwiththose of younger work-
ers could help them save
between $31,000 and $145,000
more by the time they retire,
researchershave found.

The Institute of Policy Stud-
ies(IPS)saidinapolicybriefyes-
terday a worker aged 55 last year
would be able to accumulate
those savings in his Ordinary
and Special accounts, depend-
ing on his income bracket, if the
total contribution rates are 37
per cent until heis 65 years old.

Currently, the rate is 37 per
cent for workers up to 55 years
old. It then drops progressively
to 26 per cent for workers aged
55to 60, 16.5 per cent for those
aged above 60 to 65 and 12.5 per
cent for those above 65.

IPS research associate
Damien Huang and senior
researchfellow Christopher Gee
said in the paper that raising
CPF contribution rates may
encourage older workers to stay
employed and will help younger

workers to save more through
the system while they work.

“However, a contribution
rate increase is not without its
downsides, chiefly an increase
inwage coststoemployersanda
decrease in disposable income
toworkers,” theynoted.

Theyexpect the changetoadd
about $800 million to employ-
ers’ wagebillsinthefirst year.To
mitigate costs, they suggested
phasing in the change gradually
or using temporary subsidies.

“This solution should also be
preferableto paying higher gen-
eral taxes for basic pension pay-
outstotheportionofthepopula-
tion... unable to meet the CPF
savingsthresholds,” they said.

In 2016, the rates for workers
aged 50 to 55 were raised to
matchthose of younger ones.

The Tripartite Workgroup on
Older Workers is looking at how
CPF contribution rates affect
retirement savings.

A spokesman for the Man-
power Ministry said it noted the
IPSrecommendations.

Raisingthe contributionrates
would help workers receive
higher monthly CPF Life pay-
outswhentheyretire, Mr Huang
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and Mr Gee believe.

They said if contribution
rates were restored, another
21,790 people — or 10 per cent of
each five-year cohort - would
reachtheir full retirement sum.

The ministry spokesman said
59 per cent of active CPF mem-
bers who turned 55 last year
could set aside the full retire-
ment sum of $171,000 in cash,
or, if they owned a property,
could set aside the basic retire-
ment sumof $85,500 in cash.

Singapore Business Federa-
tion chief executive Ho Meng
Kit said raising CPF contribu-
tionrates would address somein-
equalitybyensuring older work-
ers are paid the same as their
younger colleagues for doing
the same job. But companies are
already struggling with rising
costs and pressure to spend
resources todigitalise, he said.

“A gradual approachneedsto
be taken in the push to align
rates for older workers with
young ones. The effect on busi-
ness costsneed to be moderated
oritmayimpact theemployabil -
ity of older workers,” he said.

joseow@sph.com.sg



