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Responsible Retrenchment in 
Singapore - Revised Guidelines and 
Implications 

Introduction 
 
During the 2016 Budget debate, it was noted that more than 15,000 workers were retrenched in 2015 (the 
highest since the 2009 economic downturn), 71% of whom were professionals, managers and executives 
(“PMEs”). This is an inevitable effect of a slowdown in growth and overall uncertainty about the 
economic outlook. To counter this, companies may be forced to restructure their business and, in certain 
instances, engage in a redundancy exercise.  
 
To assist companies in coping with these uncertain times, the Ministry of Manpower (“MOM”) and its 
tripartite partners, National Trades Union Congress (“NTUC”) and Singapore National Employers 
Federation (“SNEF”), released the revised „Tripartite Guidelines on Managing Excess Manpower and 
Responsible Retrenchment‟ on 24 May 2016 (“Revised Guidelines”). This was first released as the 
Tripartite Guidelines on Managing Excess Manpower (“Guidelines”) in 2008. Notably, the inclusion of 
“Responsible Retrenchment” in the title promulgates the emphasis placed on the manner of retrenchment 
by MOM and the relevant agencies. 
 
This Update will provide a brief summary of the key provisions under the Revised Guidelines and its 
implications on businesses in Singapore. 
 

Key Provisions under the Revised Guidelines 
 
Alternative Ways of Managing Manpower and Responsible Manner of Retrenchment 
 
The Revised Guidelines make clear that where possible, businesses are advised to first explore alternative 
ways of managing excess manpower, such as upskilling employees and redesigning jobs and other cost-
cutting measures. One of the cost cutting measures recommended is the implementation of a reduced 
work week to be capped at three days in a week. However, such arrangements should not last more than 
three months. 
 
In the event that companies have considered the above measures and retrenchment is “inevitable”, the 
Revised Guidelines impose an obligation on employers to conduct the retrenchment exercise in a 
responsible and sensitive manner, and treat the retrenched employees “with dignity and respect”. In 
particular, the Revised Guidelines indicate that companies should communicate the intention for 
retrenchment to employees early and before the public notice of retrenchment is given. The Revised 
Guidelines also asks that employers be “sensitive to the emotional needs of affected employees”, and 
where necessary, employers should consider offering counselling support.  
 
The above measures contained in the Revised Guidelines make clear that retrenchment exercises should 
only be employed as a last resort and companies have an obligation to take care of an affected employee‟s 
emotional well-being in the event of a redundancy.  
 
Early Notification to MOM and/or TAFEP 
 
Under the Revised Guidelines, employers are advised to notify MOM and/or the Tripartite Alliance for 
Fair and Progressive Employment Practices (“TAFEP”) as early as possible before the upcoming 
retrenchment exercise. For unionised companies under a collective agreement, the norm would be to 
consult the relevant union(s) at least 1 month prior to notifying the employee about the retrenchment. 
This requirement to consult TAFEP was not contained in previous versions of the Guidelines.  
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The above measures are to allow the tripartite partners and relevant agencies to work with employers to 
aid the retrenched employees in preparing and looking for alternative jobs or relevant training to enhance 
employability, and advise employers on any labour issues that may arise. Employers can be reassured that 
such notifications to MOM / TAFEP will be kept confidential. However, employers should be aware that 
in notifying TAFEP, there is a risk that TAFEP may want to review the retrenchment exercise to ensure 
that the employer does not engage in discriminatory practices. This is, in fact, set out in the Revised 
Guidelines.  
 
Retrenchment Benefits – Eligibility and Quantum  
 
While it remains the case that there is no statutory requirement for employers to provide retrenchment 
benefits to employees, the Revised Guidelines state that the prevailing norm is to pay a retrenchment 
benefit of between 2 weeks to 1 month salary per year of service, taking into account the company‟s 
financial performance and industry practice. All salaries due and retrenchment benefits should be paid to 
the retrenched employee on or before the last day of work. 
 
Further, employers should note that if an employee is retrenched shortly after a wage cut, the Revised 
Guidelines stipulate that the salary prior to the wage cut should be used to calculate the retrenchment 
payment so as to prevent employers from implementing salary cuts solely to decrease the amount of 
retrenchment benefits to be paid. 
 
Alternative Employment Facilitation 
 
The Revised Guidelines also encourage employers themselves to “go beyond advisory assistance, and 
make practicable efforts to place affected employees in their next jobs, possibly with the help of 
intermediaries such as employment/placement agencies”, including providing referral letters and past 
training certificates to retrenched employees to facilitate their search for alternative employment. 
 
This is a further indication of an increase of what the MOM expects from a company undertaking a 
retrenchment exercise. 
 
Discriminatory Employment Practices 
 
Crucially, unlike any of the previous versions, the Revised Guidelines make reference to discriminatory 
employment practices. On this, the Revised Guidelines state that in determining the employees to be 
retrenched, employers should base their decisions on objective criteria such as ability to contribute to the 
company, and not unfairly target or discriminate against any particular group on grounds of age, race, 
gender, religion, marital status and family responsibility, or disability. MOM will investigate complaints 
of discriminatory employment practices, and if such complaints are substantiated, the company‟s work 
pass privileges can be curtailed by MOM. 
 
This is in line with the MOM‟s recent focus on weeding out discriminatory human resource practices, 
particularly where Singaporeans are being discriminated against.  
 

Implications on Businesses 
 
Although the Revised Guidelines only act as a guide and are not legally binding, companies should 
nonetheless bear in mind that MOM may take steps against employers who do not comply. 
 
In particular, there has been the increased spotlight and regulatory action by MOM and TAFEP on 
workplace discrminiation in recent years, and employers have had their work pass privileges curtailed 
due to findings of discriminatory employment practices. 
 
Further, one of the three main policy thrusts put forth by MOM during the 2016 Committee of Supply 
debate was to „strengthen the Singaporean Core in the workforce‟, and the Revised Guidelines have also 
stressed the need to maintain a strong Singapore core when managing excess manpower. In this respect, 
MOM has indicated that complaints of discriminatory employment practices include “retrenchments that 
unfairly target Singaporeans, or which result in Singaporeans being replaced with foreigners”. 
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Conclusion 
 
Companies are therefore well advised to take heed of the above key provisions and, in particular, the 
emphasis on ensuring that retrenchment exercises are conducted in a responsible manner.  In essence, 
this involves companies recognising that retrenchment will be difficult for affected employees and acting 
in a sensitive manner, as well as taking steps to help these affected employees, whether by providing 
retrenchment benefits or by facilitating job searches. 
 
Given that there is a real risk of negative consequences on a company‟s work pass privileges, companies 
will also need to ensure that any redundancy exercise does not result in a particular group being 
discriminated against, and that any retrenchment exercise can withstand the scrutiny of the MOM and/or 
TAFEP. 
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ASEAN Economic Community Portal 
 
With the launch of the ASEAN Economic Community (“AEC”) in December 2015, businesses looking to tap the 
opportunities presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, 
United Overseas Bank and RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that 
provides companies with a single platform that helps businesses navigate the complexities of setting up operations in 
ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and 
medium-sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-
how to navigate ASEAN‟s business landscape. Of particular interest to businesses is the "Ask a Question" feature of 
the portal which enables companies to pose questions to the three organisations which have an extensive network in 
the region. The portal can be accessed at http://www.businessinasean.com/.  
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T  +86 21 6120 8818   F  +86 21 6120 8820 

cn.rajahtannasia.com 

  

R&T SOK & HENG  Cambodia RAJAH & TANN NK LEGAL Myanmar 

  

R&T Sok & Heng Law Office 

Vattanac Capital Office Tower, Level 17, No. 66 

Preah Monivong Boulevard, Sangkat Wat Phnom 

Khan Daun Penh, 12202 Phnom Penh, Cambodia 

T  +855 23 963 112 / 113   F  +855 963 116 

kh.rajahtannasia.com 
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Phonexay Village, 23 Singha Road, House Number 046/2 

Unit 4, Saysettha District, Vientiane Capital, Lao PDR 

T  +856 21 454 239   F  +856 21 285 261 

la.rajahtannasia.com 

* Assegaf Hamzah & Partners is an independent law firm in 

Indonesia and a member of the Rajah & Tann Asia network. 
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Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of 
clients.  We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives 
towards a practical yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex 
Mundi Network, we are able to offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao 
PDR, Malaysia, Myanmar, Thailand and Vietnam. Our Asian network also includes Singapore-based regional desks focused on Japan and 
South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore 
and, through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, 
modified, adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any 
purpose save as permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is 
only intended to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for 
any particular course of action as such information may not suit your specific business and operational requirements. It is to your 
advantage to seek legal advice for your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann 
Singapore LLP or e-mail Knowledge & Risk Management at eOASIS@rajahtann.com. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
at eOASIS@rajahtann.com. 

 
 


