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Since Adam Smith, the study of economics was largely motivated by the need to 
investigate the opportunities that people have for good living. Viewed in this light, 
economics is to promote a spirit of inquiry for the common good of humanity:

• A willingness to investigate issues in the local, school and wider community.

• A readiness to recognize social, economics, ecological and political dimensions of 
issues needed to solve them.

• The ability to analyze issues and to participate in action aimed at achieving a 
sustainable future. 

(UNESCO, Teaching and Learning for a Sustainable Future)

Our mission is to help strengthen the foundation for economics to promote the above 
traits among citizens and fulfill what it has originally set out to do for mankind. 

The foundation we mention above comprises outlook, attitude and values. We hope 
our economics will promote:

■ a responsible and compassionate outlook to life. We believe that every one of us 
must bear responsibility for the development and change of the society in which 
we live. Our sense of responsibility must extend beyond the afflictions caused by 
our own actions to include miseries around us, especially those that are within 
our ability to help remedy. We hope that every citizen will be mindful of the 
consequences that follow their actions; this will be the first step towards building 
a compassionate society. 

■ intellectual inquisitiveness by encouraging people to question both the unknown 
and the known. We hope to see minds freed from conformism, conservation and 
short-sighted interests so that morbidity will not settle in the minds of especially 
our young learners.  

■ a balance between positive and normative economics. We need to remind readers 
that economics is not a value-free mathematical subject; and that it is the product 
of a relentless effort to understand the world around us and to question the 
fundamental values required for sustainable living. 

Together, these will lay the foundation to enable us to master the art of living, which 
is essentially the art of making choices that will be in line with promoting a good and 
harmonious living for all. This is economics for society. 

Our Mission
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Foreword

Singapore’s Legal System 

Ben Bernanke has said that “the ultimate purpose of economics … is to 
understand and promote the enhancement of well-being”. So it is with the law. 
The true worth of a legal system is not measured only by abstract principles, 

but also by the practical difference that it makes to the well-being of society and 
individuals. Has the system created conditions under which society can develop and 
flourish, and every individual has the opportunity to reach his or her full potential? 

Singapore has done well across many international indicators of human and 
social development. Our nominal GDP per capita has increased more than a 
hundredfold since 1965. 90% of households own their homes. Our children regularly 
rank at or near the top in international tests. Our life expectancy is amongst the 
highest in the world. We have hardly any gun crime, and very low levels of violent 
crime. People from different races, religions and cultures live together in harmony. 

The legal framework, comprising institutions, processes and rules, is an 
essential foundation for these achievements. The legal system by itself did not 
achieve these results. But a sound legal framework is indispensable for a society to 
make such progress. Over the years we have built a good, trusted legal framework. 
It provides for the fair arrangement of relations between individuals and between 
individuals and the State; certainty for businesses; checks on abuses of power and 
official wrongdoing; fair and consistent enforcement of the law; an independent 
and impartial judiciary to resolve disputes; and more. Without these basics, the 
economy could not have taken off, society could not have developed, and people 
would not have had the opportunities to develop their full potential. 

We were pragmatic in the way we structured our legal system. We took the 
world as it was, and we went with what worked best. If one approach did not work, 
we tried another. We were not afraid to change orthodoxy. We chose not to have 
a constitutional right to property, so that the State could take lead in developing 
our land, a vital and scarce resource, by compulsory acquisition if need be. That 
allowed us to reshape the urban landscape, to support our social and economic 
development. We turned ideas around: for example having publicly-built housing 
which was privately owned. 

The articles in this issue look at different ways in which insights from economics 
and behavioural science have shaped our laws. Good law-making will increasingly 
depend on such interdisciplinary learning, as our laws continue to adapt to a 
changing world. 

But one thing must remain constant. Our institutions, processes and laws must 
always command the trust of Singaporeans. Trust that the system is working for 
everyone. Trust that the system will give everyone a fair share, even if outcomes 
cannot always be equal. If that trust breaks down, the whole system breaks down. 
There are many examples in the world today of trust breaking down. Where those in 
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power are beholden to special interests. Where elections and referenda are tainted 
by deliberate falsehoods and dark money. Where the sight of a law enforcement 
officer inspires fear, not confidence. All this feeds into a vicious cycle of distrust. 
The system cannot function when people do not trust it. When the system cannot 
deliver, people will not trust it even more. The whole system will then fall into 
paralysis and disrepute. We must never let that happen in Singapore.

K. Shanmugam
Minister for Law
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Note from the Editorial Team

Most dictionaries would define an individual as a person existing as a 
distinct entity, possessing a personal set of needs, aspirations, and 
responsibilities. However, as individuals living in close proximity to one 

another, our daily lives are anything but distinct or segregated from those of our 
fellow Singaporeans. To fulfil the above outcomes in a complex environment, we 
need clearly defined rights enforced by a system of rules.

A legal system regulates human behaviour with the primary aim of defending 
notions of justice, equity, and peace. Hence, the rule of law permeates through 
every aspect of our lives, including economics, politics, and society. With recent 
challenges to the rule of law (both domestic and international aspects) emerging 
due to the worldwide rise of populism, it is perhaps timely to engage in meaningful 
conversations on the definition of the rule of law, and ways to advance it for the 
benefit of mankind.

We have named this issue Man and The Law, and are deeply honoured to have 
Minister Shanmugam, Minister for Law share his thoughts on Singapore’s legal 
system in a foreword.

In examining the interplay between Law and Economics in Singapore, we 
were privileged to sit down for a chat with Mr Toh Han Li, Chief Executive of the 
Competition and Consumer Commission of Singapore (CCCS), which administers 
and enforces the Competition Act, and administers the Consumer Protection (Fair 
Trading) Act. Through this interview feature, readers can glean insights on CCCS’s 
work in building a pro-competition environment in Singapore, and the interesting 
dynamics involved in balancing CCCS’s twin roles in enforcement and advocacy.

The subsequent essays in this issue seek to understand the various perspectives 
surrounding the interplay of law and human behaviour in our society. In this issue’s 
section on Education, we explore the usefulness of Cost-Benefit Analysis in guiding 
regulatory reform through the writing of Professor Euston Quah, President of the 

Economic Society of Singapore. Through the Perspective section, 
we also share how the staff of the Legal Aid Bureau balance the 
unbending nature of the law with its softer purpose through the 
compassionate practice of the law.

The 2018 winning entries of the MAS-ESS Essay 
Competit ion and the CCCS-ESS Essay 

Competition bookend this issue, 
showcasing incisive analyses from 
our budding young authors. We 
wish all our readers a meaningful 
and satisfying reading experience. 
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In Conversation with

Mr Toh Han Li

Mr Toh Han Li is the Chief 
Executive and a Commissioner 
of  the Competit ion and 

Consumer Commission of Singapore 
(CCCS). He has served as a Justices’ Law 
Clerk to the Chief Justice of Singapore, 
Deputy Public Prosecutor and State Counsel 
in the Attorney-General’s Chambers, 
Senior Assistant Registrar at the Supreme 
Court, and as Registrar and Principal 
District Judge of the State Courts. He also 
serves on various tribunals including the 
Military Court of Appeal, the Copyright 
Tribunal, the Foreign Manpower Appeal 
Board, and the Appeals Advisory Panel 
to the Monetary Authority of Singapore. 

He is currently one of the Vice-Chairs of 
the International Competition Network’s 
Steering Group. Mr Toh read law at 
Cambridge University, obtained a Masters 
of Law from the University of Chicago 
and a Masters in Public Management 
from the Lee Kuan Yew School of Public 
Policy. He attended the Stanford Executive 
Programme at its Graduate School of 
Business and is admitted to practice law 
in Singapore, England and New York."
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1. The Competition and Consumer 
Commission of Singapore (CCCS) 
administers and enforces the Competition 
Act (Cap. 50B) which empowers CCCS to 
investigate and take action against anti-
competitive activities, including financial 
penalties. At the same time, CCCS also 
administers the Consumer Protection 
(Fair Trading) Act (Cap. 52A) or CPFTA 
which protects consumers against unfair 
trade practices in Singapore.

Given that the above Acts give CCCS 
the power to literally throw the book 
on errant businesses, how would you 
describe CCCS’s working relationship 
with the market? Specifically, is moral 
suasion an effective means of engaging 
businesses? Or is the force of the 
law (including the threat of punitive 
measures) often more effective? 

CCCS statutory role is to enforce the 
Competition Act, which sets out various 
forms of prohibitions against business 
conduct, for example anti-competitive 
agreements, abuse of a dominant 
position, and mergers that substantially 
lessen competition.

In enforcing the Competition Act, 
CCCS employs a number of tools such as 
financial penalties, behavioural directions 
with regard to business practices or 
structural directions which affect market 
structure, such as divestment of assets.

CCCS also believes in advocating for 
a strong competition culture, whether it 
is by businesses or government policies. 
This advocacy role should not be equated 

with moral suasion, if the latter means 
the mere cajoling of businesses towards 
desired forms of conduct through 
exhortation without any enforcement 
or policy levers.

Advocacy backed by enforcement is a 
powerful advocacy tool. At the same time, 
enforcement alone is insufficient, partly 
because investigations require significant 
time and resources, and partly because 
the law merely corrects wrongdoings — 

it does not educate the businesses and 
positively make the market work better. 
Therefore, enforcement and advocacy 
must complement each other to be 
effective.

Under the Competition Act and the 
CPFTA, businesses have the option of 
offering commitments and Voluntary 
Compliance Agreements (VCAs) 
respectively, that would create a legal 
obligation to change their behaviour 
in compliance with the law. Where 
a commitment or a VCA is accepted 

CCCS’s interventions not 
only protect the man on 
the street, it also protects 
businesses which may be 
victims of anti-competitive 
practices.
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• In Conversation with

because it fully addresses all concerns, 
there would be no financial penalties or 
injunction against the business that is 
willing to change its behaviour to comply 
with the law.

It is also important to remember 
that CCCS’s interventions not only 
protect the man on the street, it also 
protects businesses which may be victims 
of anti-competitive practices such as 
paying higher prices for inputs because 
of cartel conduct, an anti-competitive 
merger, and being excluded from 
markets due to exclusionary behaviour 
by a dominant entity. CCCS can correct 
errant behaviours and restore the level 
playing field to give a fair chance for all 
businesses to compete on merit.

2. It is often said that laws are effective 
when people internalise them, to the 
extent that we obey these laws even 
when not compelled to do so. A case in 
point would be Singapore’s ban on the 
sale of chewing gum (we can’t remember 
the last time we developed a craving to 
chew gum even when travelling out of 
the country).

Given that CCCS is still a relatively 
young entity in Singapore (established in 
2005 and renamed from CCS to CCCS in 
2018 to reflect its new role in consumer 
rights), how do you see the culture of 
competition and compliance among 
Singaporean businesses? Do we still have 
a long way to go in becoming a more 
“competition-aware” country aligned with 
international best practices? 

When CCCS was first established in 
2005, considerable advocacy efforts 
were made to inform businesses about 
the Competition Act and to provide 
guidance on CCCS’s approach. To this 
end, 13 CCCS Guidelines were drafted 
and these have been revised from time 
to time. The last revision, that took into 
account international best practices, was 
in 2016. More recently the Competition 
Act itself was amended in 2018.

Singaporean businesses have steadily 
been growing in their awareness of the 
Competition Act. This is due to CCCS’s 
advocacy efforts and the consistently 
strong enforcement action it has taken 
over the years. To date, a total of $83 
million in financial penalties has been 
meted out by CCCS. For example, in 
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2018, CCCS issued three infringement 
decisions (Capacitors, Chicken Suppliers 
and Grab/Uber) and three proposed 
infringement decisions (Grab/Uber, 
Wilhelmsen/Drew Marine, Hotels). The 
growing awareness of businesses can 
be seen in the stakeholder perception 
survey that CCCS generally conducts 
every two years. In 2017, 98% of the 
businesses surveyed said that they had 
heard of CCCS or the Competition 
Act compared to 59% in 2014. CCCS 
also regularly conducts outreach to 
business and trade associations to create 
awareness and promote understanding 
of competition law. 

While Singapore’s competition law 
and policy framework is continually 
reviewed to ensure that it is aligned 
with international best practices, there 
is still work to be done in building the 
awareness of businesses, particularly 
SMEs, to understand the “do’s and 
don’ts” of the Competition Act. Still, 
we have come a long way from the level 
of understanding in 2005 when the 
Competition Act was first introduced.

3. CCCS adopts a two-pronged approach 
anchored on enforcement and advocacy 
to build a pro-competition environment 
in Singapore.

While the enforcement aspect is 
clear, since it draws power from the 
respective Acts, can you share more on 
CCCS’s advocacy role? Specifically, does 
it focus more on educating consumers 
to make informed purchasing decisions 
and to report anti-competitive behaviour, 
thus instilling market discipline through 
consumers serving as the eyes and ears 
on the ground? We ask this question 
because businesses are inherently profit-
driven. Hence, it is hard to imagine how 
they can be persuaded to allow a level 
playing field for rivals, which erodes their 
own market position. 

Advocacy and enforcement go hand-
in-hand. Without enforcement powers, 
advocacy is seen to have no bite, and 
without advocacy, CCCS faces an 
uphill task of spreading the message 
of competition solely through our one 
or two enforcement decisions per year. 
Over the years, CCCS has published 

CCCS also regularly conducts outreach to 
business and trade associations to create 
awareness and promote understanding of 
competition law.
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several infringement decisions with 
accompanying media releases and media 
conferences, to reach out to the general 
public to (i) raise their awareness of 
CCCS’s work and (ii) help CCCS to 
look out for potential anti-competitive 
conduct in the markets. As for the 
business community, CCCS actively 
engages with them throughout the 
course of our work, whether via business 
associations, trade associations, or even 
engaging businesses one-on-one to 
educate them on the prohibitions under 
the Competition Act, as well as CCCS’s 
work. Businesses appreciate CCCS’s 
efforts because it provides more clarity 
to them in terms of their operations, and 
CCCS also helps to create a level playing 
field for new entrants to the market. One 
example would be the craft beer industry 
where CCCS secured commitments 
from a dominant player to cease outlet-
exclusivity conditions. In the market 
study involving automotive parts, CCCS 
reached out to and worked with major 
car dealers to amend warranty terms that 
restricted competition for car servicing 
and repairs.

Beyond consumers and businesses, 
CCCS also plays an advocacy role 
to other government agencies. This 
is an important role because, while 
enforcement targets anti-competitive 
activities by businesses, the policies and 
regulations of government agencies can 
also impact market competition. CCCS 
regularly advises other government 
agencies in this respect, encouraging 
them to take into account the impact 
of their actions on competition, and 
to consider alternatives policies that 
meet their objectives with less adverse 
impact on competition. In an advisory 
to the Housing and Development Board 
(HDB), CCCS suggested improving 
competition in the process of establishing 
a panel of contingency weighbridge 
operators, like including good practices 
to mitigate the risk of collusion among 
potential suppliers during procurement. 
CCCS had also provided advice to the 
Singapore Tourism Board (STB) on 
improvements to the publication of 
hotel industry information. Another 
way that CCCS does this is through 
market studies. For example, we studied 

CCCS’s recommendations were broadly 
accepted by the relevant government agencies 
resulting in the formation of a ministerial 
taskforce to implement the key measures.
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the formula milk industry and made 
recommendations to government 
agencies to lower the barriers to entry and 
improve the level of price competition, 
particularly between manufacturers. 
CCCS’s recommendations were broadly 
accepted by the relevant government 
agencies resulting in the formation of a 
ministerial taskforce to implement the 
key measures.

On a related note, is enforcement 
and work to promote a vibrant economy 
inherently at odds with each other? 
Specifically, how do you ensure that 
the threat of punitive measures do 
not discourage firms from engaging 
in product development like research 
and development work, or by extension 
discourage large foreign firms from 
establishing a presence in Singapore? 

Enforcing competition law and 
promoting a vibrant economy are not at 
odds with each other. In fact, what we 
hope to see from enforcing competition 
law is a vibrant economy. By stopping and 
deterring anti-competitive activities, we 
want to ensure that markets work well to 
provide businesses and consumers with 
opportunities and choices. This enables 
resources to be put to good use, and 
encourages businesses to be productive 
and innovative. Monopolistic markets 
mean highest prices for consumers and 
fewer options for workers.

Financial penalties are only imposed 
on companies that infringe competition 
law intentionally or negligently. Firms 
that develop new products or innovate 

through R&D are not at risk of infringing 
competition law. Even for collaborative 
R&D agreements between competing 
businesses, they would not generally 
raise competition concerns, and may 
even give rise to efficiencies.

MNCs are used to operating in 
an environment where competition 
law is in force. Currently, around 130 
countries have put in place competition 
laws and companies operating across 
different countries (including within 
ASEAN) are most likely to be aware of 
the need to comply with the domestic 
competition law. Businesses, whether 
large or small, foreign or local, want a 
conducive business environment where 
they can compete on a level playing field. 
Competition law helps to ensure that 
the prices they pay are not artificially 
inflated, and that access to customers 
and suppliers are not unfairly restricted 
by competitors.

4. Since anti-competitive behaviour is 
often detected through firms’ pricing or 
bidding practices, how feasible is it for 
CCCS to intervene on an ex-ante instead 
of an ex-post basis? 

Section 34 of the Competition Act 
p r o h i b i t s  a g r e e m e nt s  b e t w e e n 
undertakings or concerted practices 
which either have as their objective 
or effect the prevention, restriction 
or distortion of competition within 
Singapore. In other words, it is an 
infringement of Section 34 of the 
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Competition Act when the object of 
the agreement is to prevent, restrict or 
distort competition even if the agreement 
eventually does not have an effect on the 
market. Hence, CCCS does not detect 
anti-competitive conduct only through 
observing the effects of the conduct on 
the markets affected (e.g. through the 
bidding practices or firms’ pricing). 

Apart from our own internal 
horizon scanning and cartel detection, 
CCCS has tools for detecting anti-
competitive conduct which rely on the 
business community and members of 
the public to provide information and 
leads on anti-competitive business 
practices. Firstly, through our advocacy 
and outreach efforts, we encourage 
business competitors and the public to 
file complaints with CCCS. Secondly, 
we have a Leniency Programme to 
incentivise cartel members to come 
forward and “blow the whistle” on cartel 
conduct in exchange for 100% immunity 

from financial penalties. Thirdly, we have 
a Reward Scheme to provide monetary 
incentive for first-hand information on 
anti-competitive business practices. We 
have, in 2018, paid out monetary rewards 
in two cases (Cartel in the supply of fresh 
chicken products and Bid-rigging of F1 
& GEMS Tenders).

5. Can you provide some details on 
the makeup of the team that assesses 
each case, and the review process? 
Specifically, how do economists (or 
staff with an economics background) 
and lawyers complement one another 
in assessing each case? If there are any 
(intended) healthy tensions between the 
perspectives of different team members 
e.g. enforcing the rule of law versus 
alleviating businesses’ compliance cost, 
could you share more on what these 
tensions are? Any interesting anecdotes 
to share?

The regulation of competition in markets 
require officers trained in law and 
economics. As the legal and economic 
analysis required for an investigation 
of anti-competitive conduct will differ 
from an assessment of a merger and 
an examination of the features of a 
market, each case team will comprise 
of at least an economist and a lawyer. 
Each specialist brings their respective 
competencies to bear on the case, and the 
case team collectively conducts a more 
thorough and rigorous assessment of 
the competition issues. For example, the 
investigation of cartel cases will usually 

CCCS has tools for detecting 
anti-competitive conduct which 
rely on the business community 
and members of the public to 
provide information and leads 
on anti-competitive business 
practices.
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be led by lawyers and the assessment of 
mergers will often be led by economists. 

Over the years, CCCS has invested 
in its officers’ professional development 
and allowed officers to pursue further 
studies with either Full-Time or Part-
Time Sponsorship for a Master degree or 
Diploma, for example, the Post-Graduate 
Diploma/Masters in EU Competition 
Law and Postgraduate Diploma/Masters 
in Economics for Competition Law 
from King’s College London. This has 
resulted in our officers being trained in 
both disciplines, law and economics, 
and avoided the undesirable scenario 
of lawyers and economists working 
in their respective silos and providing 
a one-dimensional perspective of 

the competition issues. One of the 
healthy tensions from having officers 
that are cross-trained is that while the 
lawyers and economists will remain 
in their respective specialist track for 
purpose of career advancement, each 
lawyer and economist is assessed on 
their performance and quality of work 
and ranked without regard to their 
foundational professional qualification. 
Hence, we have cases where a senior 
economist leads an investigation of a 
hard-core cartel for price-fixing and 
market-sharing (e.g. case on cartel in 
the supply of fresh chicken products) 
and a senior lawyer leads an assessment 
of a merger (e.g. Parkway Holding Ltd’s 
acquisition of Radlink-Asia Pte Ltd).
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6. CCCS has a five-year strategic 
framework that includes creating 
well-functioning markets, a strong 
competition culture, a vibrant economy, 
and promoting CCCS as a well-respected 
competition authority. What do you 
foresee as the next lap/framework after 
the five strategic thrusts are met? Or do 
you see these as “evergreen” targets, 
which will always remain relevant?

The underlying intent of the five 
strategic thrusts will remain relevant as 
it is meant to support and fulfil CCCS’s 
mission of: ‘Making markets work well 
to create opportunities and choices for 
businesses and consumers in Singapore’. 
We envisage that a vibrant/innovative 
economy, well-functioning markets, and 
strong competition culture may remain 
as ‘evergreen’ outcome or targets. For 
the next five year strategic framework, 
there will be more consumer-centric 
focus, given our additional consumer 
protection portfolio. The strategic thrusts 
and strategies will also be changed 

to reflect or take into account how 
certain emerging trends (e.g. disruptive 
innovation, digital economy, big data, 
greater consumer empowerment/active 
citizenry in consumer issues, etc.) 
will impact our operating landscape 
in the next five years and hence, our 
work — be it in enforcement, outreach 
and advocacy, policy and planning, 
international engagement or capability 
building. 

7. On a personal note, what is the most 
satisfying aspect of your work? Any 
advice to our readers?

One of the most satisfying aspects is to 
see the impact of the work in daily life. 
When we have job applicants come to us 
and when we ask them why they want to 
join us, I am very proud to hear them 
say that they want to join CCCS as they 
had read about our cases in the media 
and want to make a positive impact in 
society by making markets work better 
for businesses and consumers. 

The underlying intent of the five strategic thrusts 
will remain relevant as it is meant to support 
and fulfil CCCS’s mission of: ‘Making markets 
work well to create opportunities and choices 
for businesses and consumers in Singapore’. 
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From an organisational perspective, 
having been here for 10 years, I had 
the opportunity to watch CCCS and its 
staff grow from strength to strength, 
and undertake tasks involving more 
and more complex cases which require 
deep legal and economic expertise. This 
includes CCCS taking on the exciting 
new role of consumer protection and its 
continued growth in this area. 

When we have job applicants 
come to us and when we ask 
them why they want to join 
us, I am very proud to hear 
them say that they want to 
join CCCS as they had read 
about our cases in the media 
and want to make a positive 
impact in society by making 
markets work better for 
businesses and consumers.

To grow a strong competition and 
consumer culture, we need active and 
engaged businesses and consumers. 
We welcome continuous feedback on 
our cases when we consult on them, 
through self-reporting by our leniency 
or whistle-blower programmes. All this 
contributes towards a strong competitive 
and consumer focused ecosystem.
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Policy Interventions

by Mr Melvin Koh

A Singapore Perspective

My First Nudge

I remember the first time I 
opened my bil l  statement 
from Singapore Power (SP). 
Having received the keys to 
my flat only a few months 
prior, I treated every aspect 
of household management 
with an exaggerated sense of 
pomposity. By the time I closed 
the envelope, I was feeling a 
tad disappointed with myself. 
Specifically, my SP bill came 
with a big red tag that read 
“Keep Trying”. Beneath the 

As an educator in A-Level Economics, 
Melvin tries to nudge his students into 
producing better results. However, he also 

believes that occasional setbacks are life’s way of 
letting students know that they have steered off 
the right course. Hence, students should not be 
afraid to try out new approaches. Failure is part 
of the learning process.

Nudging
vs
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tab was a comparison of my 
household’s monthly electricity 
consumption with those of 
other HDB four room flats 
within my block. In short, I had 
over-consumed electricity by 
a whopping 50% compared to 
most of my neighbours.

It  w as  on ly  a f te r  U S 
economist Richard Thaler 
won the  Nobel  Pr ize  for 
his contributions towards 
behavioural economics did I 
realise what had precipitated 
my original reaction, and 
subsequent actions - such as 
mothballing the clothes dryer 
and adapting to the use of a fan.

A tiny prompt embedded 
in my bill summary had altered 
my behaviour. In short, I had 
been a successful product of a 
nudging exercise.

What Makes a 
Nudge?

Traditional economic theory 
posits that we are all rational 
decis ion-makers  seeking 
to maximise self-interest. 
Given that higher electricity 
consumption burns a bigger 
hole in my pocket, it would be 
in my interest to cut down on 
energy use within the house. In 
reality, that did not happen. It 

would be instructive to consider 
what could be impeding me 
from achieving an optimal 
outcome here. By extension, 
what is the role of a nudge?

Professor Thaler’s key 
contribution to behavioural 
economics is based on a simple 
contrarian view — that we are 
often not rational in making 
decisions. Guided by habitual 
behaviour and cajoled by 
limited time to make decisions 
in this fast-paced society, we are 
more likely to end up picking 
the most intuitive option — one 
that often makes ourselves less 
well-off. This means that even 
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on chilly nights (rare as they are 
in Singapore), we are still likely 
to reach for the air-conditioner 
remote before bedtime only to 
lose our cool when presented 
with a large power bill. Even 
when equipped with  the 
knowledge that a clothes dryer 
consumes about 3,000 watts of 
energy while sunning clothes 
costs nothing, we are still likely 
to toss our clothes into the 
dryer to save time and effort.

As such, nudging taps 
on a variety of subtle policy 
interventions that aim to steer 
decision-makers in a desired 
direction. However, unlike 
rules and regulation, consumer 
sovereignty is  preser ved. 
This means that elements of 

coercion and enforcement are 
absent in nudging. Despite the 
nudge in my SP bill, I remained 
free to indulge in as much 
electricity consumption as I 
wished. Furthermore, unlike 
other traditional policy tools 
like rebates and subsidies, I 
gained nothing extra from 
cutting down on electricity 
usage (aside from my own bill 
savings), which makes nudging 
a cost-effective tool for the 
government.

Why Do We React 
When Nudged?

Understanding how nudging 
w o r k s  s t a r t s  w i t h  a n 
understanding of how we think 
as human beings.

Social Norming

Professor Cialdini, an emeritus 
professor of psychology and 
marketing at Arizona State 
University,  and author of 
the book “Inf luence: The 
Psychology of Persuasion” 
discovered that people are 
more likely to comply with a 
social norm if they know that 
most of the other people are 
in compliance. This can be 
compared to the Fear Of Missing 
Out (FOMO) phenomenon, 
which similarly strikes at our 
pervasive sense of apprehension 
that we are out of touch with a 
certain social interaction or 
experience. Our inclination 
tow ard s  s o c i a l  nor m i ng 
explains why comparing my 
energy consumption with those 
of my neighbours triggered 
me, probably more effectively 
than a stern letter or one 
threatening punitive actions. 
Throw in another injunctive 
norm such as a disapproving 
or sad emoticon to indicate 
a household’s subpar energy 
performance, and this will likely 
give household members even 
greater impetus to cut down 
on power usage. Gaining this 
insight also helped me pick up 
a subtle but formidable line in 
my recent tax document from 
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the Inland Revenue Authority 
of Singapore (IRAS).

The letter reminded me 
that a majority of Singaporeans 
pay their taxes on time. This is 
yet another powerful example 
of the nudging process at work.

Mental Accounting

Looking at decision-makers 
in the absence of a social 
setting, Professor Thaler also 
developed models to explain 
how we behave irrationally. 
For example, using a model of 
mental accounting, Professor 
Thaler believes that people 
regard similar transactions 
in different ways, depending 
on whether the transaction 
affects current or future wealth. 
Specifically, consumers are 
more willing to pay for an 
item using a credit card than 
cash, since the delayed and 
cumulat ive nature of  the 
payment (i.e.  buying that 
additional item adds a little bit 

to an already substantial credit 
card bill) leads consumers to 
regard the money spent as less 
“valuable”. Applying this mental 
accounting bias to modern 
sales techniques, it is also not 
surprising to see merchants 
rolling out advertisements to 
nudge consumers to spend more 
during the year-end period. 
This is because consumers who 
regard their year-end bonus 
as “found” money are likely 
to have a higher propensity to 
spend compared to spending 
out of their usual paychecks.

Interestingly, measures to 
counter mental accounting bias 
can also be found in Singapore’s 
CPF (Central Provident Fund) 
scheme. When my parents 
sold their HDB flat recently, 
my father was shocked to 
find out that he had to refund 
the total amount taken from 
his CPF account to fund the 
previous flat, including accrued 
interest earned. This measure 

recognises a mental accounting 
flaw among many Singaporeans 
— that they regard their CPF 
savings as locked-up funds 
which are less valuable than 
money in other liquid accounts. 
Consequently, Singaporeans 
negate the value of interest 
earned on their CPF monies 
and are prone to dip liberally 
into their CPF accounts to 
fund property purchases. 
In comparison, a rational 
consumer, free from mental 
accounting bias, should dip into 
the savings pot which earns the 
lowest interest to pay for their 
property, hence incurring the 
lowest opportunity cost (most 
likely monies in normal bank 
accounts earning much lower 
returns).

Spare the Rod, 
Nudge the Child

I n  s h o r t ,  nu d g e  t h e o r y 
recognises that, as creatures 
of habit, our behaviour would 

Guided by habitual behaviour and cajoled by limited 
time to make decisions in this fast-paced society, we 
are more likely to end up picking the most intuitive 
option — one that often makes ourselves less well-off.
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not change without alteration 
to the environmental cues that 
encourage such behaviour. 
Once the cues are changed and 
behaviour is regulated, there is 
hope that the root cause of the 
problem can be eliminated, thus 
solving the problem for good.

In light of the above, it 
is instructive to consider the 
instances where nudging can 
be used to replace specific 
policy interventions. Indeed, 
p ol ic y ma kers  have  b e en 
paying attention to the use 
of behavioral economics in 
guiding policy decisions, 
even before Professor Thaler’s 
Nobel Prize win. For instance, 
the UK has an organisation 
known as the Behavioural 
Insights Team (BIT) which is 
dedicated to applying nudge 
theor y to improve policy 
outcomes in a cost-effective 
way. In 2016, BIT officially 
launched its office in Singapore 
to work in partnership with 
the government to study 
nudging initiatives relating to 
retirement, housing and public 
health, among others. 

Given the promise of 
nudge theory, we will consider 
whether nudges can be used 
to replace two existing policy 
measures in Singapore in the 
following paragraphs.

Ban on Chewing Gum

Singapore received worldwide 
f a m e  ( o r  i n f a my )  w h e n 
it banned chewing gum in 
1992. Specifically, it was made 
illegal to sell chewing gum in 
Singapore unless the intent 
was for medical reasons such 
as the prescription of nicotine 
gum. Given that more than 
25 years have passed since the 
rule was enacted, one would 
be tempted to wonder whether 
Singaporeans are still inclined 
to stick their chewed gums 
into mailboxes or MRT train 
doors, with a lifting of the ban. 
After all, growing population 
density over the years has led 
to Singaporeans living in closer 
quarters to one another. In 

the process of intermixing, 
Singaporeans would surely 
have learnt to be more civic-
minded and forbearing towards 
one another.

As such, instead of an 
outright ban on gum, are 
Singaporeans ready to be 
steered towards the right 
behaviour with a mere nudge? 
Nudges can come in many 
forms. A good way to think 
of nudge ideas is to ensure 
that gum lovers are not left 
rooting around for materials 
to wrap their chewed gum. 
For example, dedicated gum 
bins which dispense recycled 
wrappers can be placed near 
bus stops or MRT stations 
to help people to get rid of 
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their used gum. Reference to 
how human behaviour can 
be altered can also be taken 
from Glasgow University’s pilot 
scheme. Under this scheme, 
‘Gumdrop on the Go’ keyrings 
were given to students, who 
were then encouraged to 
upload pictures of themselves 
disposing gum responsibly 
on social media, thus casting 
them as ambassadors of the 
movement.

T h e r e  i s  r e a s o n  f o r 
optimism in recommending 
such nudges to Singapore. As 
mentioned earlier, instead of 
behaving rationally, consumers 
tend to fall back on options 
which are the most intuitive 
or familiar, even when these 
options are not in their best 
interests. Very often, people 
find these second- or third-best 
options acceptable (known as 
satisficing behaviour) due to 
prevailing social norms e.g. 
not regarding gum as typical 
litter. As such, the 20-odd 
year gum hiatus in Singapore 
gives us a good opportunity to 
‘reset’ what is viewed as socially 
acceptable behaviour. If gum 
is reintroduced to Singapore 
society, the government should 
capitalise on this window to 
educate the public on best 
practices in gum disposal 

and establ ish new socia l 
norms. Another reason why 
nudges would work is because 
traditional policy tools, such 
as punitive actions against 
littering, have established 
generations of law-abiding 
citizens and conditioned a 
general culture of compliance 
among Singaporeans. This 
makes behavioural intervention 
through nudging more likely to 
succeed.

However,  we are  a lso 
reminded of Singaporeans’ 
a t t i t u d e  t o w a r d s  n e w 
experiences where social norms 
are yet to be established. For 
example, ever since bike-
sharing was introduced to 
Singapore, ugly images of bikes 
tossed into canals or strewn all 
over open spaces made their 
way on to social media. The 
extremely modest progress 
that Singaporeans have made 
on the “tray return” policy in 
foodcourts further casts doubts 
on the willingness and ability of 
Singaporeans to adopt a more 
civic-minded approach to areas 
where there is no legalistic right 
or wrong. The government’s 
move to introduce mandatory 
registrat ion for  personal 
mobility devices is further 
proof of how responsibility 
needs to be clearly delineated 

and clear-cut rules need to 
be established, for the arm 
of the law to take over and 
stamp out improper behaviour. 
This culture of apathy among 
Singaporeans could be an 
unintended consequence of the 
paternalistic approach adopted 
by the government in its early 
nation-building years.

As such, if gum chewing 
w a s  t o  b e  l e g a l i s e d  i n 
Singapore, it is likely that 
social-norming interventions 
through the above nudges need 
to be backed up with sanctions 
for violating such norms, 
notably in the form of fines 
for improper gum disposal. 
This clear divide between 
right and wrong can amplify 
the effectiveness of nudges 
by allowing Singaporeans to 
recognise and act upon their 
cognitive biases.

Mandatory CPF Scheme

When the British colonial 
gove r n me nt  c re ate d  t he 
Central Provident Fund (CPF) 
in Singapore in 1955 to assist 
workers in saving for their 
retirement, they were probably 
not expecting Singapore to 
retain this legacy scheme 
until today. In addition, the 
Singapore government rolled 
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out various add-ons to expand 
and modify the mandate of 
the scheme. For example, in 
1984, the CPF scheme was 
expanded to cover medical 
expenses, while in 1986, it was 
augmented with an investment 
option. However, the scheme 
is not without controversy. 
Notwithstanding the attractive 
returns offered under the CPF 
scheme, it is not uncommon to 
hear Singaporeans lamenting 
about being subjected to a 
compulsory savings scheme 
and not being able to manage 
their own funds.

Given the perceived loss of 
consumer sovereignty under 
the CPF scheme, it is worthy 
to consider alternatives that 
help Singaporeans summon the 
willpower to save. For example, 
the “Save More Tomorrow” 
or SMarT pension program 
created by Professor Thaler and 
fellow behavioural economist 
Shlomo Benartzi  enabled 
employees to be automatically 
registered to pay into a pension. 
It allowed employees to start 
with a small contribution and 
to increase the contribution 
size with each pay-raise. Take-
up of the SMarT scheme had 
been widespread, with 60% 
of US companies estimated to 
have signed on to it by 2012.

A key strength of the SMarT 
scheme is its opt-out feature, 
which means that consent to 
join the scheme was presumed 
and objectors can opt out on 
their own accord. It is also this 
element of freedom of choice 
that allows SMarT to qualify as 
a nudge policy. In fact, studies 
have shown that framing the 
decision as an opt-out one 
leads to higher enrollment in 
the scheme (another classic 
application of social norming), 
compared to an alternative 
which requires employees to 
actively sign up for the scheme.

In  t he  lo c a l  contex t , 
Singapore is not a stranger 
to  opt-out  s chemes ,  For 
example, under the Human 
Organ Transplant Act (HOTA), 
Singaporeans turning 21 years of 
age are automatically enrolled in 
the Act, which grants approval 
for their main organs to be 
recovered in the event of death 
for transplantation purposes. 
HOTA members are also given 
higher priority in receiving an 
organ if they need a transplant 
in future. Nonetheless, the opt-
out option is also available for 
Singaporeans who object to 
donation of their organs upon 
death.

As such, it is interesting 
t o  c on s i d e r  w h e t h e r  a n 

opt-out alternative to the 
mandatory CPF scheme (akin 
to SMarT) can be introduced. 
Specifically, Singaporeans 
c o u l d  b e  a u t o m a t i c a l l y 
enrolled into the CPF scheme 
upon receipt of their own 
paycheck, with objectors given 
the option to opt out of the 
scheme and to manage their 
own savings independently. 
For this alternative to work 
properly and for people to 
interpret the nudge correctly, 
communication is important. 
For example, objectors who 
decide to opt out need to be 
informed that they are giving 
up 5% interest earnings on their 
Special and Medisave accounts, 
which other CPF members 
stand to receive.

While giving Singaporeans 
more autonomy to manage their 
own finances is an attractive 
proposal,  the unintended 
consequences need to be 
considered. Unlike the case of 
HOTA where the government 
is not morally obliged to help 
people who have opted out 
should they face a need for 
donated organs in future, the 
government cannot turn a 
blind eye to CPF objectors 
who lose all their savings due 
to financial mismanagement. 
Speci f ica l ly,  tasked with 
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ensuring a more equitable 
distribution of resources in 
society, the government needs 
to stand ready with a safety net 
to catch those who are unable 
to fend for themselves, whether 
this is due to their own folly in 
financial management or not. 
The additional financial strain 
on the government may make 
tax hikes necessary, which 
would further incur social 
discontent. Furthermore, the 
problem of moral hazards 
cannot be ignored. If people 
who have opted out of the 
savings scheme are ‘bailed out’ 
by the government, there would 
not be many left who would 
sign in to such a scheme.

A Nudge is Still a 
Gentle Prod

The two case studies above bring 
us to a clearer understanding of 
what nudges can do and what 
they cannot do. As highlighted 
in a 2017 opinion piece by 
Professor Euston Quah in the 
Straits Times1, policymakers 
need to consider the stakes 
of non-compliance against 
the cost-effectiveness of each 
policy tool. Where stakes are 

low and nudges are more cost-
effective, nudges should be 
the preferred tool. Conversely, 
where the fallout from non-
compliance is high such as 
the opt-out version of CPF 
discussed above, nudges may 
not be superior to conventional 
policy tools.

Even in cases where nudges 
are the preferred approach 
due to their cost-effectiveness, 
holding a stick in the other 
hand in the form of punitive 
measures enforced by law can 
help to intensify the seriousness 
with which people interpret 
and internalise the nudges. This 
is the most likely model that 
Singapore can pursue. On one 
hand, nudges can be utilised 
to reduce instances of non-
compliance and hence, alleviate 
the strain on enforcement 
agencies; while on the other 
hand, punitive sanctions can be 
retained to ensure that people 
who step out of line are properly 
dealt with.

Overall, notwithstanding 
the huge promise behavioural 
economics  br ings  to  the 

domain of policy-making, 
one must be cognisant that 
our endeavour to search for 
alternatives to augment or 
replace existing policy tools 
has not come to an end with the 
development of nudge theory. 
For example, there is still a lot 
that the sciences, technology 
and innovation can bring to the 
government’s arsenal of policy 
tools. We have already seen 
how power consumption can 
be reduced significantly with 
the mere development of more 
energy efficient appliances. It 
also does not require a stretch 
of our imagination to envisage 
that the day gum makers 
develop gum which can be 
chewed and swallowed, that 
will very likely spell the end of 
Singapore’s ban on gum.

1 “Why Thaler matters: A rational look at behavioural 
economics” by Euston Quah, Christabelle Soh and 
Jonathan Tan. 25 Nov 2017, The Straits Times.

Where stakes are 
low and nudges are 
more cost-effective, 
nudges should be the 
preferred tool.

Mr Melvin Koh is a full-time Economics tutor operating out of 
Coronation Plaza. He writes in his spare time and has produced 
a children's book with Epigram and the Economics Ten Year 
Series with Shing Lee.
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by Ms Shen Xiaoyin

Introduction — a youthful 
fascination

My fascination with Economics and Law 
started in my days in NUS, pursuing a double 
degree in these two subjects. Economics and 
Law are by themselves omnipresent forces 
in our lives and societies. As frameworks 
of thought and social contract, they shape 
our behaviour individually, and collectively, 
influencing our decisions from money to 
culture. 

The less obvious but equally fascinating 
dimension lies in the interplay between 
Economics and Law, which is an invisible 
but powerful hand (pardon the reference) 
that affects the outcomes of policies and 
regulations in many indirect ways. To be 
aware of and leverage on this interplay and 
its effects on society could be extremely 
useful for policy makers, to be effective in 
designing, implementing and managing 
both new and existing policies and 
regulations.

Interplay between
Economics and Law
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In this article, I would like 
to share this simple idea of 
interplay in policy making, 
by showing how Economics 
and Law are, in the first place, 
strongly interlinked disciplines 
and how they already have a 
strong nexus when designing 
pol icies  and regulat ions. 
This is followed by exploring 
the dimension of interplay, 
where these forces interact 
through effects, responses and 
repercussions. 

Economics and Law 
— a strong nexus

It is difficult to find a single 
comprehensive definition that 
reflects the scope, complexity, 
and depth of each of these 
subjects. For simplicity, let 
us begin with some common 
definitions as a starting point: 
Economics is  general ly a 
social science about choices 
and behaviour; while Law, is a 
system of rules usually made 
by the government that is used 
to order the way the society 
behaves. 

Beyond the underlying 
commona l i ty  on  s o c ie ty 
a n d  b e h av i o u r,  t h e  k e y 
complementary connection 

between Economics and Law 
is that while the study of 
Economics makes observations, 
the practice of Law creates 
order. Economic theories seek 
to explain societal behaviours 
t h ro u g h  c e r t a i n  l o g i c a l 
frameworks. They include ways 
of thinking about behaviours, 
such as the laws of supply and 
demand, opportunity costs, 
moral hazard, game theory, etc. 
Through these theories, we are 
able to hypothesise about how 
people or society would behave. 
This may form the basis for 
understanding how laws and 
regulations are required to alter 
behaviours, to achieve more 
desirable social outcomes. 

Economic theories are 
useful tools in the formulation 
and analysis of Law. A system of 
law is multifaceted and made of 
a balance of considerations and 
purposes to deter undesirable 
behaviours and to encourage 
desirable behaviours. What 
is desirable and what is not 
may often become a question 
of Economics. Furthermore, 
depending on specific types of 
law, some laws and regulations 
are purely driven by economic 
functions, e.g. tax law and 
financial regulations. In the 
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analysis of law, empirical 
economists make observations 
about the effectiveness of law, 
but more than that, they could 
probe deeper into the interplay 
and leverage as discussed below 
and even create appropriate 
predictive models that could 
include interplay and leverage 
considerations in designing 
more forward-looking policies 
and regulations.

The Interplay — 
effects, responses 
and repercussions

The strong nexus between 
E c o n o m i c s  a n d  L a w  i s 
generally obvious and hard to 
ignore in the design of policies 
and regulations. Law is the 
tool to implement decisions 
made with strong Economics 
considerations. 

The reality is, however, 
more complex than a straight-
forward implementation of a 
well-considered decision. There 
is a secondary dimension in the 
interplay that is indirect and 
may be harder to observe and 
consider.

The  inter play  can b e 
explained in a simple flow 
as follows: once a piece of 
legislation or regulation is 
effected, it will, to some extent, 
directly change behaviour 
in ways that is intended by 
policymakers. However, due 
to the interaction of its effects 
with other behaviours which 
are not intended to be changed, 
there are often unintended 
responses to the effects of the 
new law. When the responses 
interact with each other, they 
become repercussions.
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and Economics can be applied 
in appropriate frameworks 
and analysed to consider the 
ensuing repercussions of the 
interplay. While it is tempting 
to discuss at length the possible 
theories that could be used and 
the possible interplay scenarios, 
this may be beyond the scope of 
this article and could be a topic 

Interplay is essentially 
t h i s  l e ve l  of  interac t ion 
between responses and may 
be synonymous with “socio-
economic impact”. At this 
level, numerous direct and 
indirect social and economic 
objectives interact between 
individuals and society. This is 
where both theories from Law 

of strong academic interest and 
a substantial thesis in itself. 

We  c an  n e ve r t h e l e s s 
examine a recent example we 
see in Singapore that shows 
the interplay dimension at 
work. The most interesting and 
illustrative example is the story 
of Singapore’s ride-sharing 
platforms.

Interplay at Work 
— Competition & 
Comfort, Grab, Uber, 
Go-Jek

The story began when Grab 
and Uber, two ride-sharing 
mobile applications launched in 
Singapore around the same time 
(late 2013) and led to a major 
disruption in the traditional 
taxi  market  (ser viced by 
Comfortdelgro group, almost 
like a monopoly). The economic 
considerations suggest that the 
apps brought more benefits 
t o  t h e  c o n s u m e r s .  Ta x i 
companies, on the other hand 

Law is the tool to implement 
decisions made with strong 
Economics considerations.
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lobbied intensely against the 
apps. Taking into consideration 
the economic benefits from 
increasing competition, the 
Competition and Consumer 
Commission of Singapore and 
the Land Transport Authority 
that licenses and regulates taxi 
companies worked together to 
provide space for competition 
while safeguarding consumers.

The regulators achieved the 
effect of increasing competition 
and consumer benefits from 
allowing the apps to quickly 
gain entry into the market. But 
the effects did not stop there. 
Competition heated up as Grab 
and Uber were effectively in a 
price war, in lowering prices 
through attractive rebates and 

discounts, to win over market 
share. While the consumers 
benefited in the short term, 
the economics of a price war 
soon caught up. Indeed, Grab 
eventually managed to drive 
Uber out (pardon the pun) of 
the Singapore market in early 
2018. Prices for rides soon went 
up to the dismay of consumers. 
More exorbitant surge pricings 
were reported on Grab. 

In  response  to  r is ing 
market dominance by Grab, 
which was against the grain of 
the regulators’ principles and 
intention, the Competition 
and Consumer Commission 
of Singapore imposed a fine of 
S$13 million, amongst other 
measures. This reaction could 

not reverse the dominance 
of Grab in the Singapore 
market, but plausibly paved 
the way for the entry of Go-Jek, 
another similar ride-sharing 
app, end of 2018, which was  
welcomed by the consumers 
as well. To catch up on market 
share, Go-Jek employed similar 
price incentives to quickly 
win over the consumers. The 
story continues to unfold 
as I write this article. What 
can be observed is that the 
interplay of responses and the 
repercussions are much more 
complex than expected. 

To consider and analyse 
possible interplay in advance 
may not be an easy task as some 
factors might be unforeseen. 
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To predict the overall effects 
of the interplay may be even 
harder given the many possible 
scenarios and likely outcomes. 
Perhaps for now, the interplay 
may  b e  on ly  ob s e r v abl e 
retrospectively through the 
re p e rc uss i ons  t hat  we re 
actualised. Nevertheless, this 
post-mortem analysis would 
be very useful for the constant 
refining and updating of laws 
and policies, which Singapore 
is already doing. 

In Singapore, parliamentary 
debates, industry consultations, 
and public feedback are some 
pract ices we already see, 
that could be the forum for 
considering the interplay and 
leverage through gathering 
views and feedback. The variety 
of views gathered from different 
bodies and representations are 
a good reflection of possible 
responses arising from a new 
change — What do these voices 
have in common, what could 
be potential areas of conflicts, 
how these responses interact 
with each other and what could 
be the resulting repercussions? 
This is a good starting point to 
apply a system of analysis to 
derive more insights that could 
work to the advantage of the 
policy making. 

Ms Shen Xiaoyin graduated with a Double Degree in Economics 
and Law from the National University of Singapore in 2011. She 
has since practised as a lawyer in private practice (in areas of 
litigation, commercial arbitration, merger & acquisitions) for four 
years and as the Head of Legal for three years in a multinational 
joint-venture company, before starting her own business ventures, 
including a social enterprise and an advisory company. Xiaoyin 
likes big picture strategic thinking and to cross-apply industry 
knowledge.

Disclaimer: 
The above writing presented only represents the personal opinions 
of the Contributor and should not be relied on as the source of 
authority without independent research and fact checking.

One of economists’ favorite 
phrases is “Ceteris Paribus”, 
i.e. all things remain constant. 
However, this is not always true 
in the real world. In the design 

To consider and analyse possible 
interplay in advance may not be 
an easy task as some factors 
might be unforeseen. To predict 
the overall effects of the interplay 
may be even harder given the 
many possible scenarios and likely 
outcomes. 

of policies and regulations, it is 
instrumental for us to consider 
the  dynamic  interac t ion 
between Economics and Law.
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Legislation and regulation 
a r e  “c o m m a n d  a n d 
control” tools that are 

often thought to be antithetical 
to market-based tools such as 
taxes and subsidies that change 
behaviour through changing 
people’s economic incentives. 
However, that does not make 
economic thinking irrelevant to 
the design and implementation 
of legislation and regulation. In 
this issue’s section on Education, 
we explore the usefulness of 
Cost-Benefit Analysis, a standard 
economic tool, to regulatory 
reform through the writing of 
Professor Euston Quah, professor 
of Cost-Benefit Analysis and 
Head of Economics at Nanyang 
Te chnolog ic a l  Univers i t y, 
Singapore, and President of the 
Economic Society of Singapore.

WHY COST-BENEFIT
ANALYSIS IS USEFUL
FOR REGULATORY
REFORM
By Professor Euston Quah
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From assessing air quality 
to determining the value of 
damages in law suits, cost-
benefit analysis provides a 
framework that can also 
guide policymaking.

In 1988, I began my 
full academic career at 
the National University 
of Singapore. I taught 
environmental economics 
and later established a new 
graduate course on cost-
benefit analysis (CBA). 
At the time, CBA was not 
the main tool used for 
evaluation by the public 
sector.

Instead, something 
called cost-effectiveness 
analysis (CEA) was the 
main instrument  for 
ana lys i s  of  proj e c t s , 
programmes and policies. 
It was used widely at the 
time, and is still relevant 
now.

W h i l e  t h e  t e r m s 
sound very similar, there 
is one crucial difference 
between the two. CEA 
ranks projects and policies 
in terms of which yields 
the least cost to achieve a 
certain targeted outcome. 
But it cannot indicate 
w h e t h e r  s o m e t h i n g 

is more worthwhile to 
do. Conventional CEA 
usually does not measure 
social costs, unlike CBA. 
An example of a social 
cost is a cost such as traffic 
congestion that is borne 
by society. CEA may, for 
example, analyse a new 
redevelopment project 
in an area in terms of 
the value it adds to the 
economy and the increase 
in land use efficiency — 
but may not take into 
account the ef fect  of 
congestion in the area. In 
that sense, CBA provides a 
more holistic appraisal of 
a project or policy.

In such circumstances, 
CEA falls short of CBA, as 
it does not capture all the 
costs. Furthermore, CEA 
provides no information 
or evaluation as to why 
certain policies or projects 
should be adopted in 
terms of benefits. Rather, 
the benefits are taken as 
a given.

Background to 
CBA

Why this slightly academic 
discussion of cost-benefit 
analysis today?
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It is my belief that 
there is a need to return to 
some rigour in discussing 
the pros and cons of 
projects and policies, at 
a time when so much 
publ i c  d i s c uss i on  i s 
driven by opinion and 
political posturing, rather 
t han  more  obj e c t ive 
assessments.

In a recent book by 
the celebrated Harvard 
l a w  p r o f e s s o r  C a s s 
Sunstein, The Cost-Benefit 
Revolution, he explains 
why policies should be 
considered carefully on 
the basis of their costs 
and  b ene f i t s ,  r at he r 
than on mere subjective 
opinions, lobby groups 
and intuition.

Cost-benefit analysis 
began life in the United 
States Flood Control Act 

of 1936 which required 
government agencies 
to use CBA to estimate 
benefits over costs.

A  s er ies  of  s t an-
dardised CBA practices 
was provided by the then 
US Bureau of the Budget 
in the 1950s, followed by 
the Transport Ministry of 
the United Kingdom in 
evaluating highways and 
airports in the 1960s.

Conventional cost-
effectiveness analysis 
(CEA) usually does not 
measure social  costs, 
u n l i k e  c o s t - b e n e f i t 
analysis (CBA)... In that 
sense, CBA provides a 
more holistic appraisal 
of a project or policy. 
F u r t h e r m o r e ,  C E A 
provides no information 
or evaluation as to why 
certain policies or projects 

should be adopted in 
terms of benefits. Rather, 
the benefits are taken as 
a given.

International agencies 
fol lowed in deciding 
whether to support some 
projects in developing 
countries using CBA.

From the mid-1990s, 
government agencies 
in Asia became more 
interested in knowing 
w h e t h e r  t h e r e  w e r e 
significant net benefits 
of a proposed project or 
programme. With rising 
demands for  var ious 
expenditure projects, 
a careful consideration 
of  which projec ts  to 
support given constraints 
o n  b u d g e t  b e c a m e 
paramount.

Cost-Benefit 
Analysis and 
Regulatory 
Reforms

Regulatory reforms in 
environmental, health and 
safety regulations have 
become more prevalent.

These days, another 
i n s t r u m e n t ,  c a l l e d 
regulatory impact analysis 
(RIA), has come into 

It is my belief that there is a need to return to 
some rigour in discussing the pros and cons of 
projects and policies, at a time when so much 
public discussion is driven by opinion and 
political posturing, rather than more objective 
assessments.
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fashion. RIA takes into 
account distributional 
and equity considerations, 
g o i n g  b e y o n d  p u r e 
economic considerations. 
In that sense, it is in fact 
a kind of cost-benefit 
analysis.

CBA in its complete 
for m  c ove r s  s i m i l ar 
ground with its repertoire 
of mandatory questions. 
These include: Who is 
t h e  re fe re n c e  t arge t 
group; what and which 
costs and benefits have 
to be accounted for; how 
to estimate these costs 
and benefits; whether 
equity considerations 
are important (especially 
relevant to developing 
countries); what to do 
with uncertainties over 
long-term policies and 
p r o j e c t s ;  a n d  w h a t 
investment criteria to use 
to calculate the overall 
viability of the project.

From Air Quality 
to Legal Cases

One area where CBA 
has played an important 
regulator y role is  air 
quality.

S o m e  y e a r s  a g o , 

when the World Health 
Organisation (WHO) 
raised its guidelines for 
air quality, making them 
more stringent, countries 
a l l  o v e r  t h e  w o r l d , 
including Singapore, had 
to consider whether they 
would implement the new 
guidelines.

Fortunately, this was 
not an all-or-nothing 
choice  as  there  were 
several interim air quality 
levels provided by WHO. 
Countries had to consider 
the cost of implementing 
these guidelines, such as 
the higher costs of doing 
business as well as of 
living. This in turn meant 
higher transport cost, and 
higher monitoring and 
enforcement costs.

If  some countries 
fol low the guidelines 
and others do not, those 
w hich  do  may  inc ur 
higher costs and lose 
cost competitiveness. 
However, these higher 
costs have to be compared 
with the benefits of having 
better air quality, such 
as  b etter  hea lth  and 
increased productivity. A 
cleaner environment can 
also boost tourism and 

make a city more attractive 
to skilled manpower. CBA 
provides a framework 
for a careful analysis of 
these benefits and costs 
in meeting the various 
interim guidelines.

I n  y e t  a n o t h e r 
example, in 2012, the US’ 
environmental protection 
agency and transportation 
depar tment  came up 
with plans to increase 
the fuel economy of cars. 
This regulatory reform 
was shown to have huge 
positive net benefits. Such 
benefits include savings 
in fuel and time costs for 
motorists in not having 
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to refill frequently and 
perhaps higher work 
productivity. The lower 
fuel consumption also 
means less environmental 
pollution. These benefits 
would have to be compared 
against the increased cost 
of manufacturing such 
fuel-economy cars.

C are f u l  CBA can 
b e n e f i t  m a n y  a r e a s 
of policy through the 
gathering of empirical data 
and rigorous assessments.

I n  t h e  a r e a  o f 
competition and anti-
trust, many jurisdictions 
m u s t  c o n s i d e r  t h e 
e c onomic  e f f i c i enc y 
gains against the losses in 
competition when entities 
merge.

In workplace safety, 
in areas which involve the 
risk of lives and injury, the 
use of CBA in estimating 
the value of a statistical life 
is common. In establishing 
workplace regulations, 
the benefits have to take 
into account the reduced 
number of accidents and 
hence lives that would 
be saved. Economists 
calculate this by means of 
how much people would 
be willing to pay to reduce 

the risk of death, and 
this is compared against 
the increased costs that 
employers have to bear 
to meet higher workplace 
safety requirements.

Legal courts also use 
CBA in the assessment 
of damages where some 
quantitative valuation is 
required. In environmental 
regulat ions ,  we tend 
t o  u n d e r e s t i m a t e 
t h e  c o s t  o f  m e e t i n g 
higher environmental 
obligations. The cost of 
environmental pollution 
is not just the cost of 
damages but also the 
cost in controlling such 
damages. It is the total cost 
that matters.

CBA can be used to 
answer questions that 
may seem intractable. For 
example, if we were to cut 
emissions, and thus raise 
air quality, what will be 
the public health benefits?

If we save five lives 
per year from a road-
widening project or health 
safety regulations in the 
workplace, how do we 
convert this information 
of five lives into some 
monetary equivalence?

If we were to reduce 

incarcerations of people 
involved in certain types 
of crime and have more 
probations and perhaps 
even house arrests of the 
offenders, by changing 
legal regulations, what 
would be the net savings to 
society from incarceration 
c o m p a r e d  t o  n o n -
incarceration penalties?

Should we raise the 
level  of  employment 
t r a i n i n g  for  c e r t a i n 
industries -  and how 
does this translate into 
monetary returns for 
society?

Thes e  i s sues  and 
questions can to a large 
extent, be answered by 
CBA and there are many 
more. CBA, however, 
is a normative tool for 
decision-making in that  
it prescribes what should 
be done, but does not 
specify how it should be 
carried out.

Limitations of 
CBA

While it provides a good 
objective framework, CBA 
does have limitations.

For example, if it is 
used to analyse a long-

Careful CBA 
can benefit 
many areas 
of policy 
through the 
gathering of 
empirical data 
and rigorous 
assessments.
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term policy, uncertainty 
o v e r  t h e  e s t i m a t e d 
benef its  and costs  in 
the future will affect the 
quality of its assessments. 
Also, concerns for intra-
versus inter-generational 
equity often involves some 
philosophical issues.

The choice of methods 
for valuing benefits and 
costs can attract some 
controversy. The lack 
of local or indigenous 
studies may render some 
measurements of benefits 
and costs challenging.

The costs of doing 
a full and proper CBA 
often requires expertise, 
funding and time.

A n d  w h i l e  t h e 
principles of CBA do not 
vary between developed 
and developing countries, 
differences in labour, 
output  and f inancia l 
m a r k e t s  b e t w e e n 
these countries mean 
m e t h o d o l o g i e s  f o r 
measuring benefits and 
costs have to be adapted 
to suit the conditions of 
these countries.

It is not the answer 
to a question that is most 
important, but rather the 
process of getting to the 

Euston Quah is professor of cost-benefit analysis 
and head of economics at Nanyang Technological 
University, Singapore. He is also the president of the 
Economic Society of Singapore.

answer that matters more. 
And because governments’ 
budgets have limitations, 
CBA provides a strong 
argument for rational 
and informed decision-
making.

As Professor Sunstein 
wrote in a Bloomberg 
article: “It is not exactly 
news that we live in an 
era of polarised politics, 
but  Republ icans  and 
Democrats have come to 
agree on one issue, the 
essential need for cost-
benefit analysis in the 
regulatory process. In 
fact, cost-benefit analysis 
has become part of the 
informal constitution of 
the US regulatory state. 
This is an extraordinary 
development.”

In Singapore,  the 
Centre for Public Project 
Management unit was 
es t abl i she d  in  2011 , 
within the Ministry of 
Finance, and supports 

the ministry in ensuring 
an efficient and effective 
use of public resources. 
However,  this  centre 
provides  advice only 
on major development 
projects.

W h at  i s  p e r h ap s 
needed is an extension 
of  this  to encompass 
CBA of  prop os ed  or 
amended regulat ions 
across a variety of public 
policies. CBA should also 
be considered for use by 
financial regulators.

Besides rationality, 
CBA is often hailed as a 
check on arbitrary and 
incomplete regulatory 
actions.

As budgets continue 
to be constrained and 
demands for expenditure 
become greater, the need 
for justification for new 
projects  and policies 
means that CBA is here 
to stay.

Source: The Straits Times © Singapore Press Holdings Limited. 
Reprinted with permission.

The costs of 
doing a full and 
proper CBA 
often requires 
expertise, 
funding and 
time.
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The
Compassionate
Practice of
the Law
By Ms Lim Hui Min
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The Law is impartial.  And, by 
extension, the Law must not be 
subject to individual circumstances. 

Yet, the purpose of the Law is protect 
human welfare and dignity. In rounding up 
this issue, we share how the staff of the Legal 
Aid Bureau balance the unbending nature 
of the law with its softer purpose, through 
the compassionate practice of the Law. 
The following essay, “The Compassionate 
Practice of the Law”, is written by Ms 
Lim Hui. Ms Lim has worked in the area 
of family and juvenile law as a private 
practitioner, magistrate, district judge, and 
legal officer, for many years.

What would you do if you were a lawyer and your client 
said he wanted to kill himself?

Or if your client said that the nephew she was 
looking after had knelt down and begged her not to 
return him to his parents?

Or if your client’s wife told you that her new 
boyfriend was beating her and controlling her every 
movement?

These are real questions that my colleagues in the 
Legal Aid Bureau have faced when working on their 
cases. The Bureau provides legal services at no or low 
cost to the less privileged. Our clients (we call them 
“applicants”) talk to us about the problems they face, 
when they come to us for help.

Compassion: deviating from the safe, 
well-travelled road

Every conversation is a journey, and every new sentence 
opens up new paths, new possibilities.

The question we have to ask ourselves, from 
moment to moment, is whether we are on a road that 
we want to take, and how far we are willing to go.

The road that we would usually like to take is the 
safe road.

Something well-trodden by generations of 
employees before us, well-paved with Standard 
Operating Procedures, well-lit by precedent.

Something where the end is in sight, and clear. You 
know where you are going.

Every conversation is a 
journey, and every new 
sentence opens up new 
paths, new possibilities.
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Whether your journey makes the world a better 
place for the person who has been sharing their heart 
with you, however, is a separate issue.

What would make someone deviate from the path 
well-travelled?

For my colleagues at the Bureau, it is compassion.
Listening not just to the words spoken, but to the 

feelings beneath. Caring enough for another human 
being to want him to continue living, as happily as he 
can.

This means asking more questions, and being 
responsible for dealing with the answers — sometimes, 
often, making a long day even longer and more difficult.

Client had detailed plan to kill himself

In the first case, after the applicant said he wanted to 
kill himself, the officer speaking to him asked him what 
his plan was.

She was alarmed when it seemed quite detailed.
He had decided he was going to kill himself by 

jumping to his death. He had picked the place — but 
refused to say where it was, because he did not want 

to be found. But he said that he would not do it that 
day, or the next day.

He had a few things to do first, to put his affairs in 
order. He refused all offers of help. He was very calm.

The officer could not call the police as the applicant 
did not seem to be in any immediate danger to himself 
or anyone else.

After he left the office, however, she was very 
troubled. She consulted a supervisor, and they came 
up with a plan.

She got in touch with the Samaritans of Singapore, 
to ask them to reach out to him, since it was a case of 
life or death. They agreed to do so, and she called the 
applicant to persuade him to give them a chance to 
talk to him.

He reluctantly agreed. He is still alive today.

A young boy with a disturbing secret

In the second case, an aunt wanted guardianship of her 
nephew, who had been staying with her for some years.

The aunt said that the boy feared going home, and 
had even beaten his head with his hands in distress 
when the subject was brought up.
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However, the aunt could not come up with any 
strong reasons for why the boy felt so distressed at the 
thought of going home.

More than six years ago, when he was living with 
his parents, his father had caned him hard when he was 
naughty. But there was no other incident of violence 
after that.

The officer could have just closed the case, for 
lack of evidence, but she decided to speak to the child 
personally.

Her instinct was justified. In that interview, the 
boy revealed to her that his father had molested him 
when they were living in the same house, by fondling 
his private parts every night.

The officer immediately referred the child to the 
Child Protective Service.

She was grateful to have been able to play a part in 
keeping him safe.

Helping the opposing party

In the third case, our applicant wanted a divorce from 
his wife.

We had asked the wife to come down to the office 
to discuss the divorce terms with us. She turned up 
with her boyfriend.

Our officer asked the boyfriend to leave the room, 
so he could speak to the wife privately.

The wife then confided to our officer that she was 
scared of her boyfriend. He would keep her locked up 
in the house, and often hit her. She wanted to leave 
him, but was afraid to.

Our officer referred her for help, with her consent, 
to an agency specialising in helping family violence 
victims.

She was not our applicant — but she was a human 
being in trouble.

Creating their own path

The officers in these cases had a choice of taking the 
usual route.

They need not have found out more than they 
were told, or taken a step more than what the Standard 
Operating Procedure mapped out.

They could have just made some progress with the 
rest of their case-files, and gone home that much earlier.

But they chose not to take this safe road.
You could say that they headed down the uncertain 

path, except that there was no path. They had to create 
it. They chose to listen, to understand, and to think 
about what they could do to make the world better 
for someone else.

And then they did it.
Who would make his own journey longer and 

harder, for the sake of another human being who is a 
stranger to him?

Lawyer jokes abound — some might even be 
justified — but every day in the Bureau, I see people 
who routinely turn the phrase “the compassionate 
practice of the law” from an oxymoron into reality.

This essay first appeared in The Birthday Book 2018: The Roads We Take, 
a collection of 53 essays by a range of Singaporeans and Singapore resi-
dents from multiple sectors, reflecting on our individual and collective 
journeys to mark the country’s 53rd year of independence. The book 
is available for purchase online at https://thebirthdaycollective.com/
store/.

The essay is reprinted with permission. 
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Economic Analysis 
of the Rules and 
Regulations of 
the World Trade 
Organization
Edited by: Kamal Saggi 
(Vanderbilt University, USA) 

This volume collects 21 papers 
on the following topics: non-
discrimination in the multilateral 

trading system; preferential trade agreements and 
multilateral trade liberalization; sustaining international 
tariff cooperation; and case-studies of WTO disputes.

520pp | Sep 2018
978-981-3233-04-1
Published by World Scientific

Pollution Across 
Borders 
Transboundary Fire, 
Smoke and Haze in 
Southeast Asia
Edited by: Euston Quah & Tsiat 
Siong Tan (NTU, Singapore)

This book is a collection of 
insights from experts of various 
fields, and will entail discussions 

of the recurring haze problem in Southeast Asia.

It discusses multiple aspects of the haze problem. What is 
the cause of the haze? Who are the perpetrators and victims? 
What are the impacts and costs of the haze? Why has the 
haze problem persisted for decades? Are there prospects of 
resolving the pollution? How should we analyze the issue? 
Which solutions are more or less effective than others? 
How can we involve the stakeholders? The book provides 
a wide range of views on the haze problem. Written in a 
simple and accessible manner, this book allows the readers 
to easily access across different fields and develop a deeper 
understanding of the haze.

348pp | Apr 2018
978-981-3203-91-4
Published by World Scientific

The Legal and 
Economic Analysis 
of the WTO/FTA 
System
By Dukgeun Ahn (Seoul National 
University, Korea) 

“This collection of essays offers a 
unique and valuable perspective 
on both the economics and the law 
of international trade. Ranging 

from the dispute settlement mechanism of the World Trade 
Organization to the use of anti-dumping duties within free 
trade agreements, the book covers the terrain of trade and 
trade law with insight and analysis. Scholars of international 
trade will learn a lot from this.”

Professor Alan Deardorff
University of Michigan

This book presents a collation of interdisciplinary studies 
covering a wide range of issues from WTO dispute settlement 
issues to trade remedy systems and FTA negotiations.

384pp | Feb 2016
978-981-4704-34-2
Published by World Scientific

China-ASEAN 
Relations 
Economic and Legal 
Dimensions
Edited by: John Wong & Keyuan 
Zou (National University of 
Singapore, Singapore), Huaqun 
Zeng (Xiamen University, China) 

“This book is a useful tool for tracing 
the evolution of China-ASEAN 
relations and understanding the 

reasons for Southeast Asian nations’ initial concern over the 
growth of Chinese power and influence in the region.”

China Perspectives

This book provides a comprehensive overview of China–
ASEAN relations from economic, legal and political 
perspectives and examines various important topics 
related to non-traditional security issues, free trade zone 
and regional economic integration, border trade and 
environmental issues, and maritime security.

348pp | Mar 2006
978-981-256-657-7
Published by World Scientific
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I Want to Marry You But … 
A Marriage Guide for the Young Adult
By: Jennifer Yeo 

Lawyers may have a tendency to treat marriage as a strict legal agreement between two parties 
with certain legal rules and terms that must be followed. Though in some ways akin to a contract, 
the institution of marriage goes far beyond contractual obligations. It encompasses social, 
financial, and emotional bonds between both parties.

The law may seem daunting for many non-legally trained individuals. This unique book, 
written from the perspective of Singapore law, provides an insight into the impact the law will 
have on him or her. It simplifies the labyrinth of legislation and case law to allay fears, encourage 
an understanding of what marriage entails, and flag out possible difficulties the reader may 
face during the course of his or her relationship. The guide will also showcase the rights and 
responsibilities that result from a marriage.

132pp | Jan 2017
978-981-4407-93-9(pbk)
Published by World Scientific

Trade Policy in Asia 
Higher Education and Media Services
Edited by: Christopher Findlay (University of Adelaide, Australia), Hildegunn Kyvik Nordas 
(Organisation for Economic Co-operation and Development, France), Gloria Pasadilla (APEC 
Secretariat, Singapore)

Education and media services have much in common. Both provide services that embody 
local cultures, in which there is extensive public sector participation and significant 
domestic regulation. At the same time, both are dramatically affected by the information and 
communications technology revolution. The production of information content now involves 
huge costs in terms of research and development or artistic talent, whilst the cost of making such 
products available to other consumers is very low. This in turn challenges the effectiveness of 
domestic regulation and raises fundamental questions about its purpose, calling for an increased 
scope for international trade and investment, and the development of supply chains.

Trade Policy in Asia responds to these issues to provide readers with a comprehensive and 
consistent treatment of policy in the higher education and media services sector across a range 
of Asian economies little studied in the existing literature. The book opens the discussion with 
an overview of global trends in each area, followed by detailed, country-specific studies. Through 
comparative work, it identifies common elements across these sectors and highlights critical 
implications for trade policy.

424pp | Apr 2014
978-981-4590-19-8
Published by World Scientific
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Gei Ming An Joshua and Tan Ze Xi, Jesse
Raffles Institution and Hwa Chong Institution 

Leveraging Technology
and Connectivity
to Spur Growth in ASEAN



In today’s changing global 
economy, emerging digital 
products  and ser vices 

are transforming industries, 
enr iching  the  way  many 
people live, work, play and 
communicate, while a rise 
in global trade friction and 
terrorism has reaffirmed the 
importance of well-connected, 
robust, regional economic 
blocs. 

As Singapore assumes 
chairmanship of ASEAN this 
year under the tagline “Resilient 
and Innovative”, we need to lead 
ASEAN to be on the right side 
of the global divide. 

Fortunately, the ASEAN 
economy is primed with strong 
fundamentals to benefit from 
disruption led growth. 

A  y o u n g ,  e d u c a t e d , 
and increasingly wealthy 
population amid growing 
digital penetration creates a 
huge, under-tapped potential 
market for digital goods and 
ser vices .  Coupled with a 
renewed regional consensus 
toward economic integration 
under the ASEAN Economic 
Community (AEC), ASEAN 
has the potential to leapfrog 
to the forefront of the global 
digital economy.

Furthermore, develop-
ments in Fintech such as Dis-

tributed Ledger Technolo-
gy (DLT) and open banking 
platforms could potentially 
integrate millions of unbanked 
SEAsians into the growing 
digital economy, while inter-
connected Smart Cities could 
allow for joint regional co-de-
velopment and collaboration 
on an unprecedented scale. 

However, rigid bureau-
cratic regulations, alongside 
insufficient state-support and 
business incentives, hamper 
potential regional entrepre-
neurship. Disparity across SEA 
nations, inadequate logistics 
and digital infrastructure, 
alongside lack of consumer 
trust and awareness amid in-
creasing cyber-attacks, also 
hinder technology-led growth 
in ASEAN. 

To address  t hes e ,  we 
propose that Singapore takes 
charge in: 1) Creating a more 
Inclusive and Extensive intra-
ASEAN Digital Economy, 
2)  Strengthening Digita l 
and Physical Infrastructure 
across ASEAN, 3) Fostering 
D i g i t a l  I n n o v at i o n  a n d 
Entrepreneurship,  and 4) 
Enhancing Trust, Awareness 
and Reliability of Digital 
Platforms. 

G i v e n  S i n g a p o r e ’ s 
prevailing successful ventures 
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Fig 1.1: GDP per capita of ASEAN countries in U.S. Dollars2

into the digital space, Singapore’s 
leadership in this foray would 
be greatly beneficial to the 
other member state economies. 

Together,  ASEAN can 
leverage on technology and 
connectivity to achieve future-
proofed, sustainable growth in 
the digital economy.  

1. The ASEAN Bloc — 
Notional or Real?

Since its inception in 1967, 
ASEAN1 has served more as 
an instrument for maintaining 
regional stability than achieving 
shared socio-economic growth. 

Intra-ASEAN trade stands 
low (Section 2.1.4), and there is 
a vast gulf in socio-economic 
s tandards  (Fig .  1 .1)  and 
infrastructure development 
between member countries 
(Section 2.1.3).

Importance of building a 
Connected, Innovative, 
Intra-ASEAN Economy 

The current global economic 
climate is volatile. Rise in global 
trade friction and terrorism 
brings about uncertainty, 
while emerging technologies 
could usher in a 4th Industrial 
Revolution3 that could disrupt 
many existing industries and 
displace many from once-

1 Association of Southeast Asian Nations
2 Statista. (2018) Gross Domestic Product (GDP) per capita of the ASEAN countries from 2008 to 2018. Statista. 

Retrieved April 9, 2018, from https://www.statista.com/statistics/796245/gdp-of-the-asean-countries/
3 The 4th Industrial Revolution refers to the emergence of disruptive technologies that are blurring the lines 

between the physical, digital, and biological spheres. For example, “smart factories” — that is, intelligent 
networking of product development and production, logistics, and customers by widely deploying sensors and 
other IoT technologies. 

4 Manyika, J., Chui, M., Bughin, J., Dobbs, R., Bisson, P., and Marrs, A.  (May 2013). Disruptive technologies: 
Advances that will transform life, business, and the global economy McKinsey & Company. Retrieved April 9, 
2018, from https://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/disruptive-technologies

Fig 1.2: Gallery of disruptive technology and potential economic impact4

thought stable jobs (Fig. 1.2). 
Therefore,  to  achieve 

future-proofed sustainable 
growth, it  is necessary to 
bolster ASEAN connectivity 
and create a robust, innovative 

intra-ASEAN economy that 
stays abreast of technological 
disruption.

A s  S i n g a p o r e  h e l m s 
ASEAN in 2018, this essay 
seeks to identify and evaluate 
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potential areas for disruption-
led growth across ASEAN, with 
emphasis on Singapore’s role in 
enabling the process.

2.1 The ASEAN 
Economy

2.1.1 Market and 
Consumption

ASEAN is the world’s third 
largest market by population 
(Fig 2.1), with a combined 
nominal GDP of US$2.55 
trillion growing at 6 percent 
per annum from 2008–2017. 
(Fig. 2.2)

7 0 %  o f  A S E A N ’ s 
population is under 40 years-
old, and ASEAN’s middle class 
is projected to increase from 
190 million to over 440 million 
by 20257. 

H o w e v e r,  a c c e s s  t o 
financial services remains 
limited. ASEAN’s population 
is largely unbanked: only 27% 
of consumers and SMEs are 
formally banked, and just 3% 
protected by insurance8 (Fig. 
2.3) . 

2.1.2 Digital Connectivity 

Southeast Asia (SEA) is the 
world’s fastest growing Internet 
region with approximately 3.8 
million unique SEAsians added 

Fig 2.1: The ASEAN Economy at a glance5

Fig 2.2: Gross Domestic Product (GDP) of ASEAN countries from 2008 to 2018 
(in billion U.S. dollars)6

5 ASEAN Economic Community. (March 2017).  The ASEAN Economy at a Glance. ASEANStats. Retrieved April 18, 
2018, from http://www.aseanstats.org/wp-content/uploads/2017/03/Binder-AEC-at-a-Glance.pdf

6 Statista. (2018) Gross Domestic Product (GDP) of the ASEAN countries from 2008 to 2018. Statista. Retrieved May 
9, 2018, from https://www.statista.com/statistics/796245/gdp-of-the-asean-countries/

7 Anandan, R., Sipahimalani, R., Bharadwaj, A., Jhangiani, J., Kim, D., and Ramesh, S. (2016). e-conomy SEA: 
Unlocking the $200B Digital Opportunity. Google and Temasek. Retrieved April 26, 2018, from  https://www.
thinkwithgoogle.com/intl/en-apac/trends-and-insights/e-conomy-sea-unlocking-200b-digital-opportunity/

8 The ‘Unbanked’ population refers to the over 70% of the ASEAN population with no access to financial services 
from banks.

Fig 2.3: Unbanked population (by percentage) in SEA countries compared globally
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to the Internet every month; 
current Internet penetration 
stands at 53% (Fig. 2.4).

Additionally, smartphone 
penetration is estimated at 35% 
and growing rapidly10 over the 
past five years (Fig. 2.5).

M o b i l e  b r o a d b a n d 
coverage in SEA is also high at 
70%, compared to the global 
average of 55% (Fig 2.6).

2.1.3 Workforce and 
Education

Labour force participation rate 
in ASEAN is estimated at 70%, 
and is highly varied12.

Adult literacy rate13 ranges 
from 78–96% (Fig. 2.7), with 
a consistent growth in higher 
education, and English being 
the predominant language for 
business transactions14.

2.1.4 Intra- and Extra-
ASEAN Trade 

While intra-ASEAN export is 
increasing around 1.5% each 

Fig 2.4: Internet Penetration (by percentage) across ASEAN countries9

9 Kemp, S. (February 8, 2017). The full guide to Southeast Asia’s digital landscape in 2017. TechinAsia. Retrieved May 8, 2018, from https://www.techinasia.com/talk/full-guide-
southeast-asia-digital-landscape-2017

10 Over the past five years (2013-2017), mobile phone connectivity has increased in Myanmar by 93%, Cambodia by 173%, Vietnam by 131% and Thailand by 133%.
11 Source: World Bank; International Telecommunication Union; UN; Eurostat; Secretariat of the Pacific Community; US Census Bureau; Oxford Analytica. Note: Not unique mobile 

phone users.
12 ASEAN’s workforce is highly varied, ranging from predominantly productive and cost-competitive labor in less developed states, to predominantly highly-skilled industry 

practitioners and licensed professionals in more developed states. 
13 Adult literacy rate is defined as the percentage of population over 15 years of age who can read and write.
14 According to the 2012 Business English Index, Southeast Asia attained a business English index (BEI) of 5.02, higher than the BEI scores of 12 other regions covered by the 

study. The Philippines attained a BEI score of 7.11 and emerged on top of the list worldwide.

Fig 2.5: Mobile Telephone and Internet Penetration across ASEAN Countries11

Fig 2.6: Mobile Broadband across ASEAN countries
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year15, extra-ASEAN trade is 
over three times that of intra-
ASEAN (Fig. 2.8).

2.1.5 State of 
Collaboration within 
ASEAN

T he  ASE A N  c om mu nit y 
comprises shared initiatives 
promoting regional stability 
and socio-economic growth 
(Fig. 2.9).

S p e c i f i c a l l y ,  t h e 
implementation of the ASEAN 
Economic Community (AEC) 
in 2015 has promoted a renewed 
sense of optimism and urgency 
for economic integration17, 
whi le  ongoing ef for ts  in 
the Master Plan on ASEAN 
Connectivity (MPAC)18 and the 
ASEAN Financial Innovation 
Network  (AFIN) 19 cou ld 
create greater connectivity 
and financial solutions within 
ASEAN.

Fig 2.7: Adult Literacy Rate in ASEAN

Fig 2.8: Intra- and Extra-ASEAN Trade, 201616

15 PWC. (October 19, 2017). Intra-ASEAN trade could exceed US$375 billion by 2025. PWC. Retrieved May 3, 2018, from https://press.pwc.com/News-releases/intra-asean-
trade-could-exceed-us-375-billion-by-2025/s/597b2c9a-9710-4568-9971-69bfd8e8910c 

16 Intra-regional trade in ASEAN is low compared to most other regional economic blocs. By comparison,  it took just five years after the implementation of NAFTA (North Ameri-
can Free Trade Agreement) for intra-NAFTA trade levels to exceed extra-NAFTA trade. 

17 The ASEAN Economic Community pledges to promote free movement of goods, services, investment, skilled labor, and free flow of capital. The AEC 2025 Consolidated Strate-
gic Action Plan includes a number of strategic measures that harmonise with the ASEAN ICT Masterplan 2020 and the ASEAN Telecommunications and IT Ministers Meetings. 

18 MPAC, adopted in 2010, aims to promote sustainable infrastructure, digital innovation, seamless logistics, regulatory excellence, and people mobility. It has already led to 
significant digital and physical infrastructure investments to enhance connectivity across ASEAN: between 2011 and 2015, almost US$50billion were invested by ASEAN 
countries in building communication infrastructure in the region, and 39 initiatives in MPAC 2010 has been successfully completed.

19 The International Finance Corporation (IFC) and MAS signed a memorandum of cooperation in 2017 to establish AFIN. AFIN aims to support financial services innovation and 
inclusion in less developed markets within the ASEAN region and to provide a platform for collaboration and innovation for financial institutions and FinTech firms. 

Fig 2.9: Overview of ASEAN Community
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2.2 Opportunities

The areas explored show 
t h at  A SE A N  h a s  s t ron g 
f u nd ame nt a l s  to  pu rsu e 
disruption-led growth. We will 
be looking at key sectors where 
opportunities for growth are 
abundant, with a focus on the 
digital economy.

2.2.1 The Digital 
Economy

The ASEAN digital economy 
currently generates approx-
imately $150 billion in reve-
nue annually, but e-commerce 
is still relatively nascent (Fig 
2.10). 

Currently, ASEAN makes 
up less than 1% of global retail 
in e-commerce20, making it 
a hugely under-tapped, fast 
growing market. 

With a young, increasingly 
educated and wealthy middle 
class (section 2.1.1, 2.1.3), 
alongside rapid growth in 
digital penetration (section 
2.1.2), e-commerce is expected 
to grow at 32% CAGR21, with 
ASEAN potentially becoming 
one of the world’s top 5 digital 
economies by 2025 (Fig. 2.11).

Fig 2.10: ASEAN Countries still fairly nascent in E-commerce

20 Chua, S.G., and Dobberstein, N. (February 2016). The ASEAN Digital Revolution. AT Kearney. Retrieved May 5, 2018, from http://www.southeast-asia.atkearney.com/innova-
tion/asean-innovation/asean-digital-revolution/full-report/-/asset_publisher/VHe1Q1yQRpCb/content/the-asean-digital-revolution/10192 

21 Anandan, R., Sipahimalani, R., Bharadwaj, A., Jhangiani, J., Kim, D., and Ramesh, S. (2016). e-conomy SEA: Unlocking the $200B Digital Opportunity. Google and Temasek. 
Retrieved April 26, 2018, from  https://www.thinkwithgoogle.com/intl/en-apac/trends-and-insights/e-conomy-sea-unlocking-200b-digital-opportunity/. 

Fig 2.11: ASEAN’s Digital Economy has potential to add an Incremental $1 trillion in GDP 
by 2025
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2.2.2 Innovation and 
Adoption of Fintech

ASEAN is also primed for 
early adoption and innovation 
of FinTech ser vices:  high 
broadband coverage  and 
mobile penetration (section 
2.1.2) gives the opportunity of 
mobile banking22 development 
to provide access to financial 
services. This could directly 
increase GDP by 9–14 per 
cent23, and significantly more 
via integration into the digital 
economy (see section 3.1). 

D e v e l o p m e n t  i n 
Distributed Ledger Technology 
(DLT)24 could potential ly 
revolutionize the cashless 
ecosystem (Fig 2.12), providing 
an alternative to e-payments 
that are massively scalable at 
significantly lower costs25.

2.2.3 Developing Human 
Capital 

A n  e d u c a t e d ,  g r o w i n g 
workforce (section 2.1.3) 
presents the opportunity for 

 CAGR: Compound Annual Growth Rate.
 The claim that ASEAN could ‘potentially become one of the top 5 digital economies by 2025’ is also taken from the above report.
22 Mobile banking is a service provided by a bank or other financial institution that allows its customers to conduct financial transactions remotely using a mobile device such 

as a smartphone or tablet. MAS managing director, Ravi Menon, has stated that mobile devices could play an important role in the spread of basic banking, insurance and 
payment services to under-served markets in ASEAN.

23 An Asian Development Bank 2017 report stated that addressing financial exclusion could increase gross domestic product (GDP) by 9-14 per cent in countries with a signifi-
cant unbanked population, with the potential boost to GDP as high as 32 per cent in Cambodia.

24 Distributed Ledger Technology, or blockchain, is a consensus of replicated, shared, and synchronized digital data geographically spread across multiple sites, countries, or 
institutions, that has significant potential applications in Fintech. 

25 Potential future development to blockchain technology could result in massive scalability with significantly lowered transaction costs (elaborated in section 3.1).

Fig 2.12: Potential Applications and Disruption of Blockchain

greater skills upgrading and 
development, to excel in the 
future economy in Industry 4.0.

ASEAN could harness 
improved regional connectivity 
for  shared  resources  for 
skills training, and foster 
greater  entrepreneurship 
and innovation to harness 
disruption-led growth across 
ASEAN states. (section 3.3)

2.2.4 Regional 
Collaboration and 
Co-development in 
Innovation 

The AEC and AFIN initiatives 
(section 2.1.5) set a clear 
vision for greater economic 
integration in ASEAN, which 
could improve intra-ASEAN 
trade (section 2.1.4). 
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Economies of scale could 
be gained via collaboration 
of enterprises regionally, and 
positive externalities could 
originate from co-working 
hubs in a intra-ASEAN network 
of smart cities.

2.3 Challenges

Nonetheless, there remain 
prominent issues that stand in 
the way of ASEAN connectivity 
and growth.

2.3.1 Limitations 
to Regional 
Entrepreneurship and 
Innovation 

Regulat ions  are  in  place 
inhibit ing  innovat ion in 
f i n a n c i a l  s e r v i c e s  a n d 
E-commerce:  regulat ions 
against operator-led mobile 
banking solutions are still 
prevalent26, and inconsistent 
c u s t o m  d u t i e s  h a m p e r 
widespread cross-border 
e-commerce growth (Fig 2.13). 

Lack of post-seed funding 
capital27 for firms, and lack of 
financial incentive to expand 

Fig 2.13: Inconsistent Import Duties across ASEAN countries

26 Debate between operator-led and bank-led models for mobile financial services are prevalent within policymakers across SEA, which hinders development and adoption of 
financial solutions, such as mobile banking. 

27 Most funds (VC and government) for ASEAN startups are focused on seed state investments than early state investments; <7% have raised funding post seed.
28 For example, the business case for expansion of broadband as well as other Internet business is weak.
29 Entrepreneurship is being hindered by an educational system that doesn’t foster an innovative spirit. Research has shown that in countries that perform well in traditional 

education, fewer citizens are confident in their entrepreneurial capabilities.
30 A single ASEAN digital market would require member states to align their digital visions and strategies to create a single, borderless digital market and harmonized digital 

regulations. Currently, only Singapore, Malaysia, and Philippines have a mature and comprehensive digital strategy.

Fig 2.14: Low number of Internet Startups in ASEAN compared to other Tech Hubs 
worldwide, except for Singapore

regionally28 also limit the 
number of Internet startups 
across ASEAN (Fig 2.14), 
while educational systems that 
hinder entrepreneurship and 
innovation29 have also led to 
outsourcing of senior developer 
and leadership roles.

Furthermore, a lack of a 
single digital market30 and no 
scalable e-payment alternative 
to bankcards (such as AliPay 
in China) will increase costs 
and limit transaction speeds of 
cross-border payments.
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2.3.2 Inadequate 
Logistics and Internet 
Infrastructure

Weak last-mile delivery options 
across ASEAN31 (less Singapore) 
and inadequate  phys ica l 
infrastructure addressing 
challenging topographical 
structure32 will inhibit cost-
effective E-commerce growth. 

Additionally, insufficient 
transport connectivity between 
ASEAN cit ies  a lso l imits 
movement of human capital 
and goods. 

Furthermore, Internet 
penetration remains low for 
several ASEAN territories33 

due to high cost of deploying 
broadband in rural areas, as 
well as the poor allocation 
o f  bro a d b a n d  s p e c t r u m 
and aggressive competition 
amongst teclo-players putting 
off potential investors34.

31 Last mile delivery is defined as the movement of goods from a transportation hub to the final delivery destination.
32 2 major markets in ASEAN, Philippines and Indonesia, are archipelagos, e.g. in Indonesia delivering goods outside of Java can take over 10 days and sea and freight costs 

could exceed $1,000 for a 20 ft container).
33 67% of the ASEAN population (close to 417 million people) still live without access to basic internet services (lack of access is more severe in CLMV (Cambodia, Laos, Myan-

mar and Vietnam) countries), and connection speed lags behind global averages (with the exception only of Singapore and Thailand).
34 Allocating a finite resource such as spectrum to too many operators will result in spectrum bloc fragmentation and limit throughput speeds. Also, operators have large invest-

ments in infrastructure but their revenues are under pressure from competition from OTT players and an unfavorable pricing structure.
35 Security Threat Report, 2013 Sophos; Akamai
36 In Vietnam, the majority of smartphone users do not download their own apps and rely on local smartphone stores to preload new phones with apps prior to purchase
37 “ISIS continues to propagate its ideology and foment trouble in Southeast Asia, despite having been defeated militarily in the Middle East. We are also seeing more cyber-at-

tacks as we push for digitalisation.” — Prime Minister Lee Hsien Loong at the Opening Ceremony of the 32th ASEAN summit, 2018. 
38 A report by A.T. Kearney suggests that top 1,000 ASEAN companies could lose $750 billion due to cybersecurity threats.
39 ASEAN countries are under-spending on cybersecurity. Only about 0.07% of ASEAN’s GDP is spent on cybersecurity, compared to the global spending average at 0.13%. Also, 

there is an uneven distribution in spending on cyber security across the region with countries like Laos, Brunei, Cambodia, and Myanmar falling far behind.

2.3.3 Lack of Consumer 
Trust and Awareness

I n d o n e s i a ,  P h i l i p p i n e s , 
Thailand and Myanmar are 
part of the 10 countries most 
at risk of cyber-attacks35, and 
58% of SEAsians are reluctant 
to share financial information 
online (Fig 2.15).

More ov e r,  c on s u m e r 
awareness across ASEAN (less 
Singapore) is limited: despite 
growing mobile penetration 

(section 2.1.2), only <4% of 
Indonesians have heard of 
mobile banking, while many 
in Vietnam only use basic 
mobile services36. A push for 
digitalisation has also led to 
more cyber-attacks and online 
terrorism37. Cyberattacks poses 
a serious threat to ASEAN’s 
economy38, and current efforts 
by member countries are 
insufficient39. 

Fig 2.15: Percentage of ASEAN Digital Buyers reluctant to share 
Financial Information online
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3. Harnessing 
Technology and 
Connectivity for 
Future-Proofed, 
Sustainable Growth 
across ASEAN

To exploit the opportunities 
available and overcome the 
challenges, we propose a four-
pronged solution for Singapore 
and her enterprises to lead 
ASEAN to success in the digital 
economy. 

3.1 Creating a 
More Inclusive and 
Extensive Intra-
ASEAN Digital 
Economy 

First, we aim to include the 
financially-excluded ASEAN 
p opulat ion  and s impl i f y 

participation in the digital 
economy, whilst providing 
more  accountabi l i ty  and 
enabling greater intra-ASEAN 
e-commerce. 

a) Integration of Unbanked 
SEA Population into Digital 
Economy
73% of the SEAsian population 
remains unbanked (section 
2.1.1). Tapping this market 
would bolster the intra-ASEAN 
digital economy significantly 
(section 2.2.1), (Fig 3.1). 

Singapore should develop 

a mobile banking solution 
(section 2.2.2) that can be 
testbedded here41, thereafter 
rolling it out to other ASEAN 
economies42. 

Across the board, local 
e-payment solution providers43 
should develop their mobile 
e-wallet platforms to simplify 
f i a t - t o - d i g i t a l - c u r re n c y 
conversion, perhaps through 
partnerships with banks for 
withdrawal/deposit of cash 
from cashiers at shops44 (Fig. 
3.2)

Simultaneously, Singapore 

Fig 3.1: Internet users’ gradual increase in reliance on Digital Technologies and Services40

40 This suggests that introducing mobile banking to the unbanked ASEAN population would gradually integrate them 
into the digital economy, and could cause them to eventually become reliant on digital services.

41 Under AFIN, MAS and World Bank's IFC will set up an industry 'sandbox' to offer cloud-based testing to financial 
players by Q4 2018. Singapore’s high digital penetration, advanced digital infrastructure, and availability of skilled 
workforce for innovation make it an ideal location in ASEAN for testbedding solutions.

42 AEC cooperation and regional support will be necessary for implementation.
43 E.g. GrabPay, PayNow
44 While Singapore’s high banked rate and availability of ATMs islandwide might make this initiative seem 

redundant, it is necessary to testbed cashier-withdrawal/deposit of fiat-digital processes. This is because access 
to ATMs in less-developed ASEAN countries is low, and costs of expanding ATM networks high. Conversely, 
access to retail outlets is more widespread, even across less-developed SEA countries.
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needs to enforce policies that 
allow operator-led mobile 
banking services to coexist 
and compete with bank-based 
solutions46, whilst incentivising 
innovation (see section 3.3). 

b) Integrated Digital 
Payment Systems
However, too many e-payment 
providers weakens a cohesive 
digital payments ecosystem47. 

Whi le  inte g rat ion  of 
e-payment services across 
Singapore are taking place48, 
DLTs could be harnessed 
for complete integration of 
all e-payment platforms49, 
attaining increased scalability, 
privacy and transaction speeds, 
whilst decreasing transactional 
costs50. (Fig 3.3)

Simultaneously, to enhance 
efficiencies in cross-border 
and inter-bank transactions52, 
Singapore should expand on 

Fig 3.2: A ‘socash’ Advertisement45

45 An example of the aforementioned model is socash, a Singaporean Fintech startup which has established a ‘Cashpoints’ network across various retail outlets islandwide with 
MAS support.  

46 This addresses the regulatory concerns across ASEAN against the operator-led epayments growth model, discussed in section 2.3.1. If mutual coexistence and competition 
are testbedded and shown to enhance innovation, adoption across SEA would rise as well.

47 Having many E-payment platforms that have little liquidity between them and charge high transaction costs would disincentive adoption.
48 Singtel and Razer (video gaming company) announced plans in May 2018 to link their digital payments systems in SEA, while Singapore’s Paynow and Thailand’s PromptPay 

are also discussing linking their e-payment systems. 
49 Ethereum-based token OmiseGo (Appendix A) is developing a white label Software Development Kit e-wallet that could potentially act as a backend for e-payment providers. It 

incentivises adoption via significantly higher transaction speeds and smart contracts eliminating most administrative costs. An integration of backend technology with a white 
label wallet, simply put, means that you could pay someone with GrabPay, and that person could use Paynow to buy a burger in McDonald’s, whilst the individual operators’ 
branding remains. More in Appendix A. 

50 Transactions on DLTs using smart contracts will run on Ethereum’s Plasma chain, expected to allow over 1,000,000 transactions per second (tps). By comparison, Visa han-
dles on average 2,000 tps. 

51 More in Appendix A
52 As the digital economy expands within ASEAN, volume of cross-border payments is expected to increase exponentially. Increasing efficiencies of cross-border transactions 

and simplifying interbank payments are necessary for the rapidly growing digital economy.

Fig 3.3: Potential future e-payments solution ‘omisego’51
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MAS’ Project Ubin (Fig 3.4), a 
successful testbed of DLTs, with 
Singapore’s central bank (MAS) 
as the key regulator53.

c) Streamlining Regional 
Trade Rules
As our nascent digital economy 
g r o w s  r a p i d l y  w i t h  t h e 
introduction of the unbanked 
population, greater economic 
cooperation is also required 
within AEC to streamline 
regional trade rules, ensuring 

Fig 3.4: Overall Journey of Project Ubin by MAS54

53 While MAS Project Ubin showed that a centralised operator to facilitate cross-border payments would not be required in DLTs (thereby also reducing administrative costs for 
Singapore), a central bank acting as a regulator still plays a vital role in the critical payment network infrastructure across cities.

54 More in Appendix B
55 Source: A.T. Kearney analysis. Apart from the rapidly growing size of the digital market, many industry sectors could also be disrupted by industry 4.0 and digitisation, and 

brought into the e-commerce market. AEC regulations need to be strong to ensure fairness and competitiveness across these various ‘new’ sectors. 

Fig 3.5: Industries Disruption by the Digital Economy55
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fairness and consistency (Fig 
3.5). 

In particular, Singapore 
should raise its e-commerce 
levies to match others in the 
region56 ensuring uniformity 
and greater incentive for 
operators’ expansion/foray into 
the digital economy.

In creating a more inclusive 
and extensive intra-ASEAN 
digital economy, we utilise 
fintech adoption and innovation 
to capture the opportunities of 
a burgeoning digital market, 
whilst targeting regional trade 
regulations limiting regional 
entrepreneurship.

3.2 Strengthening 
Digital and Physical 
Connectivity 
Infrastructure (Smart 
Cities) 

Secondly, we aim to target 
inadequate infrastructure 
(section 2.3.2), to promote 
greater collaboration within 
ASEAN for growth and build 
upon our connectivity successes 
(Fig 3.6)

56 Currently, Singapore charges no GST, or any other form of tax for e-commerce purchases below $400 (see section 2.3.1).
57 Lee Kuan Yew School of Public Policy. (March 2017). ASEAN’s Connectivity Success. LKY School of Public Policy. Retrieved May 01, 2018, from http://global-is-asian.nus.edu.

sg/wp-content/uploads/2017/03/ASEAN-connectivity-infograhpic_r.jpg

Fig 3.6: ASEAN’s Connectivity Successes57
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a) Increasing Access to 
Broadband and Digital 
Services
Increasing high-speed Internet 
access  (especia l ly  in less 
developed countries), will drive 
growth58. This can be done in 
two ways: 

i) Common Broadband Plan
All ASEAN countries should 
release a common spectrum with 
a harmonized broadband plan 
(Fig. 3.7), allowing the mobile 
industry to reap economies 
of scale and consumers to 
enjoy lower prices. Singapore 
has already committed to this 
plan, and should take charge 

in persuading others to follow 
suit.

ii) Ensuring Healthy 
Operators Economics
Telecom operators in ASEAN 
have higher capital expenditure 
than global ones (Fig 3.8). 
Consolidation59 is required 
for the remaining operators to 

Fig 3.7: Digital Dividend has not been fully allocated to International Mobile Telecommunications

58 The immediate impact of an increase in broadband penetration is akin to the impact of any infrastructure project, with a rise in employment and multiplier effect on other 
industries. Moreover, an increase in broadband access for households and enterprises boosts income and the consumer surplus, further fueling GDP growth.  Multiple studies 
across different geographies in the world have shown that a 10 percentage point increase in broadband penetration increases GDP growth by 0.16 to 0.25 percentage points. 
In addition, studies have shown that doubling the broadband speed can add 0.3 percentage points to annual GDP growth.

59 The existence of three to five operators is said to be the ‘magic number’ to sustain an efficient mobile market. Source: Chua, S.G., and Dobberstein, N. (February 2016). The 
ASEAN Digital Revolution. AT Kearney. Retrieved May 5, 2018, from http://www.southeast-asia.atkearney.com/innovation/asean-innovation/asean-digital-revolution/full-re-
port/-/asset_publisher/VHe1Q1yQRpCb/content/the-asean-digital-revolution/10192 



MAS-ESS Essay Competition 2018 •

57  Volume 1, 2019

Fig 3.8: Capital Expenditure/ Sales Ratio High in ASEAN

60 A smart city is a designation given to a city that incorporates information and communication technologies (ICT) to enhance the quality and performance of urban services.
61 Many ASEAN member states have already designated certain areas as smart cities or launched smart city projects, according to a concept note released at the 32nd ASEAN 

Summit 2018.
62 By 2025, 34.5 million people are set to migrate into cities, and ASEAN should have 35 cities that each have more than 1 million residents. This will intensify traffic levels, 

energy demand, and citizen security. Smart cities will provide technological and digital solutions to resolve these issues and enhance quality and accessibility of services.
63 There are currently 26 pilot cities across all 10 ASEAN member states (in Fig 3.7). These cities are a mix of commercial and administrative centres, as well as well-established 

tourism destinations, with a common goal of “smart and sustainable urban development”.
64 Pushing out the ASCN is Singapore’s flagship initiative as ASEAN Chairman 2018.
65 Standardising key ICTs would: 1) Ensure minimum ‘smart city standards’ in designated smart cities are met — such that the ASCN is meaningful, 2) Allow greater synergy 

across IOT and Fintech platforms across ASEAN, 3) Quicken implementation and lower costs. 

gain enough profits to invest 
in infrastructure and expand 
broadband access. 

Singapore, having a strong 
and healthy mobile industry, 
can share its knowledge with 
other countries to encourage 
a competit ive market for 
telecom operators to develop 
new network management 
solutions. 

b) Developing 
Interconnected, Strategic 
Smart Cities60

Singapore has proposed the 
ASEAN Smart Cities Network 
(ASCN) (Fig. 3.9) to synergise 
regional smart city efforts61, and 
address rapid urbanisation62.

As Singapore spearheads 
this initiative64, it needs to 
quickly standardise key smart 
city ICTs goals across ASEAN65, 
for cost-effective and faster 
implementation. 

Additionally, Singapore 
should provide active guidance 
to ASEAN states in designing 
strategies to nurture city 

Fig 3.9: List of ASEAN Smart Cities Network Pilot Cities63
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standards, and methods to reap 
economies of scale as the urban 
centers develop.

c) Enhancing Intra-ASEAN 
Physical Connectivity
I m p r o v i n g  p h y s i c a l 
connectivity would improve 
f low of goods and human 
resources, and benefit intra-
ASEAN collaboration66. 

While key projects are in 
the works67, lack of funding, 
technical knowledge, outdated 
transport infrastructure, and 
disparate access of technology 
have hindered progress. 

Singapore should provide 
necessary assistance to less-
developed ASEAN nations, and 

66 In particular, it would incentivise and speed up Singapore’s human resource movement to less-developed SEA countries and forge greater bonds and collaboration with them, 
thereby allowing initiatives such as ASCN to be pushed out more quickly as well. 

67 ASEAN Highway Network, Singapore-Kunming Rail LInk, Maritime Transport and Inland Waterways, Trans-ASEAN Gas Pipeline, ASEAN Power Grid, ASEAN Broadband Corridor, 
and perhaps the most well known recently, the Singapore-KL High Speed Rail.

68 Singapore should provide guidance on these agreements. For example, Singapore could share how it  incorporates technology into its transport systems: airport terminals, 
shipping ports and land transport.

69 Singapore’s education system is “centred on a top-down culture of a one-size-fits-all curriculum, age-based cohorts, and streaming based on standardised exams” and  “lags 
behind in efficacy of learning for the new age”, according to former MP and current Chairman and CEO of Singapore Education Academy R Sinnakaruppan.

70 Curriculums should aim to focus on developing analytical and problem-solving capabilities rather than rote learning, and STEM related fundamentals, such as introduction to 
basic programming, could be introduced from Primary education as a compulsory subject. 

71 NUS, NTU and SMU have increased the total number of places in their computing and information systems courses by 22%, 15% and 400% respectively from 2016 to 2018. 
However, number of applicants for the places have, on average, increased even more. Hence, continually increasing the number of placements, alongside providing further 
specialisations to target more niche fields in the digital economy, are necessary going forward. 

72 Attractive starting salaries and career progression could be marketed further to attract greater talent. Offering scholarships to talented Singaporeans, as well as ‘scouting’ for 
talents regionally to bring into Singapore, would be beneficial in the long run as well.  

73 Average software engineer salary in Singapore, at US$35,000 (S$49,000), is below the global average of US$49,000, according to a 2018 report by US organisation Startup 
Genome Project.

be proactive in pushing ASEAN 
to operationalise agreements 
that strengthen air, sea and land 
links, and have the potential 
of revolutionising transport 
integration using technology68.

3.3 Fostering Digital 
Innovation and 
Entrepreneurship 
with Regional 
Ambitions

To foster  greater  d ig ita l 
innovat ion and reg iona l 
entrepreneurship, significant 
investments into human capital 
and policies incentivising 
entrepreneurship are necessary. 

a) Skilling Up Workforce, 
and Streamlining Education
Developing a skilled workforce 
for innovation starts from 
schools. Singapore’s education 
system “lags behind in efficacy 
for learning in the new age”69,  
and should be streamlined to 
better suit Industry 4.0 needs70. 

Hi g h e r  e du c at i on  i n 
STEM-related fields should 
be  fur ther  promoted:  by 
increasing the availability of 
tertiary education placements71 
and marketing STEM careers as 
an attractive choice72.

E n s u r i n g  g l o b a l l y 
competitive salaries for STEM 
careers in Singapore73 is also 
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74 While Singapore is 2nd and 4th globally for having the best ecosystems for start-ups, we are only 10th place in talent quality, with many top local talents working in Silicon 
Valley. 

75 Singapore’s Industry Transformation Map (ITM) for financial services indicates plans to create 4,000 Fintech jobs annually until 2020.
76 Necessary skills for FinTech jobs could change rapidly given how disruptive the industry is. To ensure the workforce is well-equipped with necessary skills, retraining 

programmes must continually evolve with the necessary skills provisions. Enhancing an already tried and tested programme such as SkillsFuture — 126,000 Singaporeans 
picked up new skills in 2016 as a result of the S$500 credit provided by SkillsFuture — would also likely produce good results.

77 Singapore is ranked 2nd and 4th globally for having the best ecosystems for start-ups, according to a 2018 report by US organisation Startup Genome Project.

necessary to pre-empt brain 
drain74.

While Singapore plans 
to create 4,000 new Fintech 
jobs annually75,  continual 
customization76 in workforce 
s k i l l s  a n d  r e t r a i n i n g 
p r o g r a m m e s  s u c h  a s 
SkillsFuture (Fig 3.10) are vital.

b) Enhancing Local 
Entrepreneurship 
Singapore has one of the best 
startup ecosystems globally77, a 
skilled workforce and existence 
of local entrepreneurs with 
regional ambitions (Fig 3.11). 

Fig 3.10: SkillsFuture programme aimed at helping Singaporeans acquire skills relevant to 
demands in the economy

Fig 3.11: Singapore is the most successful startup ecosystem in SEA; it has the highest number of startups valued over US$100m
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To help local enterprises 
expand regionally, we should 
address inefficient regulations 
and provide greater financial 
incentives for innovation and 
expansion.

i) Addressing Regulatory 
Inhibitions
Barriers to key stakeholders in 
the digital economy78 present 
across ASEAN inhibit regional 
expansion. 

Singapore could develop 
a startup model with greater 
bank-style flexibility and ease 
of enrollment79, and push it out 
to ASEAN through the AEC.

78 The three key stakeholders in the digital economy are payment service providers, users and merchants. 
79 A more open, transparent system that enables greater liquidity with banks and start-ups for loans and investments, and simplifying and speeding up enrollment processes — 

namely the know your customer(KYC), anti-money laundering (AML) norms, would allow mobile financial services enterprises to develop faster and more extensively.
80 The Standards, Productivity and Innovation Board (SPRING) consolidates all startup assistance schemes under an umbrella program ‘Startup SG’, which provides govern-

ment-aided equity financing, cash grants, business incubators, debt financing, and tax incentive schemes. 
81 Currently, for startups classified as “deep tech”, Singapore provides 70% of the funding in the initial round investment of S$500K, Thereafter, it will invest S$1 for every S$1 

invested by private investors up to an investment cap of S$4 million. However, typically, the technology a deep tech startup is developing is the result of years of research and 
lab testing and as such, requires a longer period to reach market viability. Increasing the scope of ‘deep tech’, pre-empting future disruptive technologies, and identifying the 
startups with potential fast would lower operational barriers to entry for these startups.

82 Shared regional co-working spaces, enabled by physical and digital connectivity infrastructure in the SEA region of smart cities, could bring together talented individuals to 
pioneer new ideas, fostering innovation, and positive externalities from their interactions — i.e. greater innovation than the discrete goals set out when establishing the hub.

 Examples of international co-working hubs for Fintech include Neutrino, a shared blockchain co-working space founded by Thailand e-payments provider Omise located in 
Japan, and could perhaps also loosely include Google offices which promote their international workers mingling with one another traveling around their many offices world-
wide. 

83 Strong IP regulations would allow small-scale enterprises and developers — with no capital for costly copyright infringement lawsuits — to continue developing products 
without fear of their ideas or designs being poached. 

84 Under AFIN, MAS and World Bank's IFC will set up an industry 'sandbox' to offer cloud-based testing to financial players by Q4 2018. Singapore’s high digital penetration, 
advanced digital infrastructure, and availability of skilled workforce for innovation make it an ideal location in ASEAN for testbedding solutions.

85 Having the rest of ASEAN’s Fintech firms to testbed ideas in Singapore could lead to greater collaboration with local Singaporean firms, thereby improving economies of scales 
and bolstering of local innovation.

ii) Providing Business 
Incentive
SPRING Singapore’s current 
grants80 could be enhanced and 
customized to further lower 
operational barriers to entry 
for Fintech startups, while 
streamlining incentives in 
R&D for enterprises developing 
Fintech and IoT technologies 
could further innovation81.

Additionally, Singapore 
could propose a regional fund 
set-up through AEC for Fintech 
funding, create regional co-
working hubs82 promoting 
collaboration, and push out 
regionally the model of state-

supported Fintech growth 
(which clearly works — Fig 3.10). 

c) Protecting and Promoting 
Innovation
To  e n c o u r a g e  g r e a t e r 
innovation and patentship, 
Singapore should continue 
strengthening intellectual 
property (IP) rights locally 
and seek collaboration with the 
AEC to enforce stricter IP laws 
regionally83.

Establishing Singapore as a 
regional testbed for innovation84 
would also entrench Singapore’s 
position as the central FinTech 
innovation hub of SEA85.
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Fig 3.12: Growing deal flow in SEA, however, activity is concentrated to Singapore, and majority of funding are allocated to only a few 
prominent start-ups

3.4 Enhancing Trust, 
Awareness and 
Reliability of Digital 
Platforms

Lastly, to address the lack of 
consumer trust and awareness, 
and increased incidence of 
cybersecurity attacks (section 
2.3.3), we propose:

a) Improving Digital 
Literacy86 in ASEAN
As a global digital leader (Fig. 
3.13), Singapore can replicate 
its current three-pronged 
approach87 across ASEAN 
to address the lack of digital 
literacy (section 2.3.3), with 
a focus on three core groups 
— students, workforce, senior 
citizens88. 

86 Digital literacy refers to the lack of the skill set to use internet services and content, combined with a lack of 
confidence in internet security and privacy.

87 Singapore’s 3-pronged approach: 1. Improving access to technology for people with disabilities (Enable IT 
programme), 2. Developing holistic outreach and education programmes (S.U.R.E campaign and Cyber Security 
Awareness Campaign), 3. Encouraging curiosity and innovation among citizens and companies (Digital Maker 
Programme).

88 Students should gain a basic understanding of the potential applications of the Internet, workers (both white and 
blue-collar) should be equipped with the knowledge to leverage ICT to adapt to the changing nature of their jobs, 
while senior citizens would be trained to keep their digital skills up-to-date so that they would not be left behind 
as technology progresses.

89 Singapore scored the highest overall in a recent digital nation index by AlphaBeta, an economic modelling and 
forecast business advisory firm. 

Fig 3.13: Ranking of Countries’ Digital Development in Asia-Pacific89
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This would grow usage of 
digital platforms regionally90.

b) Providing Digital 
Identification and 
Certification
A Digital ID for every citizen91 
could facilitate cross-border 
identification92, provide access 
to government online services, 
and enable widespread digital 
uptake.

As ASEAN grows into a 
borderless digital community, 
digital IDs would also pre-
e mp t  s e c u r i t y  a n d  d at a 
privacy breaches, and improve 
accountability and trust in the 
digital ecosystem.93

c) Cybersecurity
Singapore, globally-best in 
cybersecurity94, should lead 
ASEAN in developing a set 

90 Adequate digital literacy would stamp out irrational fear of digital platforms (e.g. using e-payments on mobile devices), build awareness, and allow consumers to be integrated 
in the digital economy. As discussed in section 3.1, once consumers are integrated, continually increasing usage and reliance on digital services would follow. 

91 Digital ID could be tied to National ID in ASEAN states where a national ID is mandated, as well as a mobile number. For states with many unbanked people also without 
national IDs, preliminary digital IDs tied to their mobile numbers (perhaps with at least 2-factor authentication) could be implemented. 

92 Similar to European Economic Area’s adoption of national ID cards which allowed people to move freely across borders.
93 Servicer providers and online retailers would now know who is retailing/procuring services from them, and vice versa. If implemented strictly, incidences of online scams 

would diminish. Additionally, financial services firms which require KYC/AML norms would benefit from faster processing as such as well. 
94 A survey by the UN International Telecommunication Union (ITU) rated Singapore as top in the world in overall cybersecurity approach based on its legal, technical and organi-

sational institutions, educational and research capabilities and cooperation in information-sharing networks.
95 ASEAN could implement rules drawing on lessons from the APEC Cross Border Privacy Rules (CBPR), a system developed by APEC economies to build consumer, business and 

regulator trust in cross border flows of personal information.
96 An overarching bill that applies to all ASEAN economies would facilitate investigations of cyber security threats and ensure uniformity in penalties offenders would receive. 
97 Information-sharing forums and processes will bring genuine benefits for both governments and businesses — not just across national sectors but across borders. Estab-

lished international standards such as STIX (Structured Threat Information eXpression) and TAXII (Trusted Automated eXchange of Indicator Information) are community-driven, 
free-of-charge, and their technical specifications are designed to enable automated information sharing for cyber security situational awareness, real-time network defence 
and sophisticated threat analysis.

of personal data protection 
principles95, and expand its 
licensing framework for cyber-
security vendors to other 
ASEAN countries. 

Thereafter, Singapore can 
work towards proposing an 
overarching cybersecurity bill 
for all sectors96, which could 
facilitate investigations of 
cyber-security threats.

Singapore should also 
further extend its efforts to 
create information sharing 
avenues (similar to STIX and 
TAXII)97 to solve cybersecurity 
problems.

Conclusion: The New 
ASEAN Economy

Building a more connected, 
intra-ASEAN digital economy 
is dif f icult ,  and wil l  take 
significant time.

While Singapore is primed 
to take charge, commitment by 
all member states of ASEAN, 
in spite of cultural, political or 
socio-economical differences, 
is necessary. 

The AEC will  need to 
continually recognise and 
reaffirm the importance of 
disruptive change, and set 
greater economic integration 
with emerging technologies as 
a top priority.

Together,  ASEAN can 
implement the aforementioned 
policies effectively, and achieve 
sustainable, inclusive, and 
future-proofed growth, in a 
more competitive and enriching 
new ASEAN Economy.
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Appendix A: What is 
OmiseGo?

OmiseGO is a subsidiar y 
of Omise, a leading online 
payment gateway ser vice 
provider operating in Southeast 
Asia. The OmiseGO blockchain 
team has been involved in the 
Ethereum community from its 
very beginning—starting in 
2015, Omise Blockchain Lab 
began research work focusing 
primarily on scalability. By 
the end of 2016, research had 
expanded into proof-of-stake 
(PoS) consensus design and in 
2017, OmiseGO was created to 
achieve two goals: 

1. Create the OMG Money 
Gateway as a scaling solu-
tion for Ethereum focused 
on enabling payments, 
trades, and other financial 
transactions in both cryp-
to and fiat. OMG is a fully 
public, currency agnos-
tic decentralized exchange 
(DEX) network which will 
be secured by Ethereum and 
built to scale infinitely using 
the Plasma architecture. The 
OMG Network will be able 
to interact with Bitcoin (or 
Bitcoin-like blockchains) 
and other blockchain plat-
forms through clearing-

houses in state channels or 
smart contracts, as well as 
with digital at platforms and 
economies through collat-
eralized at tokens. This, in 
combination with virtually 
unlimited scalability, will 
enable the OMG Network 
to serve essentially all global 
transactions simultaneous-
ly. 

2. Develop the OMG open-
source, white label digital 
wallet Software Develop-
ment Kit (SDK). The SDK 
will be free for anyone to 
use and will make it easy for 
those who need online as-
set exchange as part of their 
business to connect seam-
lessly to the OMG Network. 
The SDK allows wallet pro-
viders the exibility to en-
hance, add, and customize 
payment solutions for many 
use cases. 

OMG is the answer to a 
fundamental coordination 
problem amongst payment 
processors,  gateways and 
f inancial  inst itutions.  By 
e n a b l i n g  d e c e n t r a l i z e d 
exchange at high volume and 
low cost, OMG provides a 
next-generation value transfer 
ser v ice  operat ing  across 

currencies and asset types, 
and across national borders and 
corporate ledgers. 

T h r o u g h  t h e  O M G 
network, anyone will be able 
to conduct real-time, peer-to-
peer financial transactions, 
including but not limited to 
payments, remittances, payroll 
deposit, B2B commerce, supply-
chain finance, loyalty program 
activity, asset management, and 
other on-demand services in a 
completely decentralized and 
inexpensive way, and including 
highly performant and fully 
decentralized trading. 

OMG offers mainstream 
end-customers an introduction 
to  t he  many  b ene f i t s  of 
blockchain technology — the 
wallet SDK will make it easy 
to create dapps that let the 
end user take advantage of 
Ethereum’s immense potential 
without having to leave their 
comfort zone. 

Omise will use the OMG 
network as the platform for 
their own payments processing 
needs, but neither Omise nor 
OmiseGO will own or control 
the network.

Reference
Omisego. OmiseGO Official Guide. 
Omisego. Retrieved May 9, 2018, from 
https://cdn.omise.co/omg/officialguide.pdf
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Appendix B: MAS 
Project Ubin Phase 2 
Executive Summary

Ubin Phase 2 is a collaborative 
project led by The Monetary 
Authority of Singapore (MAS) 
and The Association of Banks 
in Singapore (ABS).

It is managed and delivered 
by Accenture, with participation 
from 11 financial institutions. 
The 13 week project explores 
the use of Distributed Ledger 
Technology (DLT) for specific 
Real Time Gross Settlement 
(RTGS) functionalities.

Particularly, it focuses on 
the feasibility of decentralising 
Liquidity Saving Mechanisms 
(LSM), while maintaining 
privacy of banking transactions.

Leveraging the capabilities 
of  the  Accenture  L iquid 
Studio and its Liquid Delivery 
Methodology with Microsoft 
Azure as the cloud platform, 
three prototypes were developed 
by three workstreams on three 
dif ferent  DLT plat forms: 
Corda, Hyperledger Fabric 
and Quorum. The prototypes 
successful ly  demonstrate 
several points. Firstly, that key 
functions of a RTGS system 
such as fund transfer, queueing 
mechanism and gr idlock 
resolution can be achieved 

through different techniques 
and solution designs. Secondly, 
decentralising the key functions 
of a RTGS system may not only 
mitigate the inherent risks 
of a centralised system, such 
as single point of failure, but 
may also affirm the promised 
benefits of DLT, for example 
cryptographic security and 
immutability.

Given that  pr ivac y is 
paramount in an interbank 
payment system, this project 
validates that privacy of RTGS 
transactions may be ensured 
by all workstreams with their 
distinct methods. Specifically, 
C ord a  w i t h  i t s  Unsp e nt 
Transaction Output (UTXO) 
m o d e l  a n d  c on f i d e nt i a l 
identities, Hyperledger Fabric 
l e ve r a g i ng  i t s  C h an n e l s 
design, and Quorum using 
C o n s t e l l a t i o n  a n d  z e r o 
knowledge proofs (ZKP).

Other observations and 
findings from this project 
include the scalability and 
resilience of the three designs. 
Signif icantly, this project 
concludes  t hat  a l l  t hre e 
workstream designs have 
successfully demonstrated the 
feasibility of removing a central 
infrastructure operator in a DLT 
based RTGS system. Therefore, 
with the feasibility of DLT in a 

RTGS system, the role of MAS 
as an infrastructure operator in 
facilitating interbank payments 
needs to be re-evaluated.

Ubin Phase 2 not only 
successfully demonstrates 
that RTGS functions may 
be decentral ised without 
compromising privacy, but 
also marks the success and 
significance of an industry-
wide collaboration in laying 
the foundation for future 
innovation.

Reference
Mohanty, S., and Ong-Ang, A. B. 
(November 2017). Project Ubin Phase 2: 
Re-Imagining Interbank Real-Time Gross 
Settlement System Using Distributed 
Ledger Technologies. Monetary Authority 
of Singapore. Retrieved May 2, 2018, 
from http://www.mas.gov.sg/Singapore-
Financial-Centre/Smart-Financial-Centre/
Project-Ubin.aspx
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Abstract

The advancement of consumer 
wel fare  and compet it ion 
are  c ommon  t hemes  for 
governments around the world. 
Yet, approaches on achieving 
this goal differ greatly on the 
level of integration deemed 
necessary between consumer 
protection and competition 
policies. While the pursuit of 
one mission often reinforces 
the other, the inverse has also 
been noted. Deregulation can 
become a culprit of undesirable 
circumstances such as the 
rapidly decreasing robustness 
of the global financial system. 
Equally so, firms can also 
abuse consumer protection to 
edge out competition. These 
grievances reflect an urgent 
need for sensible institutional 
design that balances these two 
missions.

The proper coordination 
between competition policy 
and consumer protection 
requires a careful analysis of 
the interactions between the 
two. To that end, we hold the 
opinion that despite certain 
trade-offs between the two, 
the pursuit of one objective 
generally reinforces the other. 
More significantly, new insights 
can be generated by considering 

these issues as a collective rather 
than in isolation. All these 
factors strengthen the case for 
a single agency to capitalise on 
the harmonisation of consumer 
protection and competition. 

Nonetheless,  inherent 
d i f f e r e n c e s  i n  t e r m s  o f 
t e m p o r a l i t y,  o r  s e c t o r-
speci f ic ity  could lead to 
potential incoherence within 
t he  org an i s at i on .  T he s e 
limitations must be made key 
considerations during the 
institution design process. 
Fur t her more ,  t he 
original functions of 
both competition and 
consumer protection 
agencies must still be 
preserved even in the 
new agency. Measures 
such as expanding 
c urrent  dec is ion-
making process to include 
other industry stakeholders 
also help to give structure to the 
coordination process.  

T h r o u g h  a  r i g o r o u s 
e x p e r i m e n t a t i o n  a n d 
refinement process, a well 
designed agency can ultimately 
improve the robustness of 
current regulatory measures. 
To navigate our economy 
through strong headwinds, this 
agency must also adapt better 
to changing market dynamics, 

allowing Singapore to remain 
innovative and efficient.

1 Introduction: 
Multiple Models for 
the Modern Market

Anti-competitive behaviour 
and consumer exploitation 
introduce inefficiencies into 
markets. Competition and 
consumer protection agencies 
are thus established to identify, 
regulate, and combat these 
distortions. 

Although there is a general 
consensus on the necessity 
of such entities, since these 
agencies are now commonplace 
around t he  wor ld ,  t here 
exists much debate over the 
institutional design of these 
agencies. For one, the overlaps 
b e t w e e n  t h e s e  a g e n c i e s 
motivate some governments 
to  house  b oth  funct ions 
under one organisation. In 
actuality, countries adopt a 
variety of models, including 

Anti-competitive behaviour 
and consumer exploitation 
introduce inefficiencies 
into markets.
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fully integrated (Netherlands), 
partially integrated (Hungary), 
and separate agency models 
(United Kingdom).1

Should competition and 
consumer protection agencies 
be brought together? This essay 
seeks to discuss the various 
factors involved in making this 
decision.

First, we shall examine the 
extent of overlap between the 
two separate forms of policies.

2 Seeking the Nexus: 
Interactions between 
Competition and 
Consumer Protection 
Policies

2.1 Opportunities

Competition policies alleviate 
unfair market dominance, 
while consumer protection 
empower consumers, generally 
by  t ack l ing  in for mat ion 
imp er fec t ion .  Ev ident ly, 
both policies address market 
failures, albeit different forms. 
This overlap in the objectives of 
these policies lead to favourable 
outcomes for both cause, even 
when a single tool is employed.

2.1.1 Competition policies
Competition aligns firms’ 
objectives with that of the 
consumers.

C ompet it ion pol ic ies 
empower consumers, who in 
turn reward market behaviour 
that furthers their interests. In 
a competitive market, firms 
have to engage in customer-
centric behaviour to capture 
market share. The ubiquity of 
manufacturer warranties in the 
modern market is a showcase 
of both the manufacturers’ 
c ommit ment  to  pro duc t 
quality, and their voluntarily 
restriction of moral hazard. In 
practice, market competition 
indirectly protects consumers 
from a variety of consumer 

issues such as false advertising 
and shoddy products.

M a r k e t  c o m p e t i t i o n 
also empowers consumers 
by increasing informational 
availability. To lower switching 
costs for consumers, consumer 
agencies issue publications 
that educate consumers on 
issues such as price trends 
and product research.2 In a 
competitive market, firms are 
also incentivised to help lower 
switching costs; convincing 
consumers to switch away from 
a firm’s rivals increases its own 
market share. Collectively, 
marketing measures such 
as complimentary product 
sampling and advertising 
campaigns 3 can  enhance 

1 Cseres, K. (April 11, 2013). Integrate or Separate — Institutional Design for the Enforcement of Competition Law and Consumer Law. Amsterdam Law School Research Paper 
No. 2013-03; Amsterdam Centre for European Law and Governance Research Paper No. 2013-01. Retrieved from SSRN: https://ssrn.com/abstract=2200908

2 The US nonprofit Consumers Union has been publishing its Consumer Reports since 1930. Similarly, for Singapore, CASE publishes The Consumer.
3 For example, in 2017, Gillette gave out complimentary razors to National Servicemen, and launched its “#GilletteSalutes” social media campaign, in line with SG50.

Competition policies alleviate 
unfair market dominance, while 
consumer protection empower 
consumers, generally by tackling 
information imperfection.
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information availability in the 
market.

2.1.2 Consumer protection 
policies
Consumer protection policies 
also promote competition. 
These  pol ic ies  e l iminate 
m i s l e a d i n g  c l a i m s  a n d 
promote productive sharing of 
information. Consumer choice 
would then accurately reflect the 
quality of their experience with 
producers, rather than being 
swayed by unjust practices 
such as false advertising. 
With quality becoming the 
key factor for a firm’s success, 
healthy competition can be 
achieved. For instance, when 
suboptimal price competition 
was identified in Hungary’s 
m o r t g a g e  l o a n s  s e c t o r, 
consumer protection policies 
were instituted to resolve the 
issue, in the form of promoting 
information transparency.4 
While the problem seemed to 
resemble a competition issue, 
it  actually stemmed from 
informational imperfection 
as consumers were unable to 
evaluate and exercise choice 
between different offers. In 
this case, consumer protection 

was crucial in restoring price 
competition in the market.

2.2 Policy trade-offs

Despite their similarities, 
competit ion policies  and 
c o n s u m e r  p r o t e c t i o n 
policies differ in their scope 
and execution, leading to 
unintended consequences.

2.2.1 Unintended 
consequences of competition 
policies
Competition policies incentivise 
firms to proactively disseminate 
information to consumers. 

However, availability does not 
necessarily imply accuracy. 
Intense competit ion may 
motivate firms to manipulate 
information in bids to draw 
consumers. For instance, the 
digital journalism industry has 
seen a recent surge in “click-
bait”5 journalism, due in part 
to the lowered barriers to entry 
as a result of technological 
advancement. While such 
practice is more prevalent 
among newer entrants seeking 
to gain traction, this trend of 
“click-baiting” has nonetheless 
reduced the overall quality of 

4 Cseres, K. (April 11, 2013).
5 Where article titles are sensationalised to imprecisely represent content.
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online journalism, ultimately 
hurting end users.

Apart from welcoming 
entrants, competition policies 
also invigorate markets by 
encouraging innovat ion. 
Notwithstanding its benefits 
to consumers, the increase in 
product and service variety 
may lead to hidden costs 
unbeknown to society. The 
same novelty that appeals to 
consumers may also encompass 
dangers that lie outside the 
periphery of existing regulation. 
Most notably, the United States’ 
deregulation of its financial 
industr y in the late 20th 

century permitted financial 
institutions to aggressively 
pursue financial innovation 
beyond the pace of regulatory 
development.6 Pressured by 
growing competition in the 
sector, financial institutions 
undertook risky endeavours7 
that misled investors and 
disrupted markets.

2.2.2 Unintended 
consequences of consumer 
protection policies
Consumer protection policies 
m ay  l i m i t  t h e  ro om  for 
competition by raising barriers 
of entry into an industry. In 

some markets, the risk of 
safety lapses and dangers 
greatly raises the importance 
of  protec t ing  end us ers . 
Regulations such as licenses 
are thus introduced to impose 
minimum standards. While 
these measures serve consumer 
interest, they also inadvertently 
restrict competition. A New 
York Times exposé revealed 
that the US hotel cartel has 
made deliberate plans to thwart 
the growth of AirBnB8 by citing 
safety and security concerns. 
While the cartel may truly 
have the consumers’ interest at 
heart, it may also be attempting 
to raise barriers to entry for 
disruptive entrants, in the name 
of protecting consumers.

C e r t a i n  c o n s u m e r 
protection policies also regulate 
producer behaviour. When 
practices that do not overstep 
ethical or legal boundaries 
are restricted in the name 
of  consumer  protec t ion, 
competition can be unduly 
suppressed. For instance, 
public outcry against ride-
hailing companies’ practice 
of surge-pricing have led to 

6 Eichengreen, B. (2015, January 16). Financial crisis: Revisiting the banking rules that died by a thousand small cuts. Retrieved April 20, 2018, from http://fortune.com/2015/01/16/
financial-crisis-bank-regulation/

7 For example, the repackaging of subprime mortgages into theoretically low-risk “Collateralized Debt Obligations” is a notoriously convoluted process, even to professionals and 
regulators.

8 Benner, K. (2017, April 16). Inside the Hotel Industry’s Plan to Combat Airbnb. Retrieved May 12, 2018, from https://www.nytimes.com/2017/04/16/technology/inside-the-ho-
tel-industrys-plan-to-combat-airbnb.html



CCCS-ESS Essay Competition 2018 •

73  Volume 1, 2019

some cities imposing caps 
and bans on this practice.9 
However, surge-pricing not 
on ly  opt imizes  res ource 
allocation, but also sustains 
the business by attracting more 
drivers. Excessively focusing on 
consumer protection can lead 
to unjust restrictions that limit 
competition.

3 Building the 
Nexus: An Integrated 
Approach to 
Competition and 
Consumer Protection 
Policies

3.1 Leveraging on 
opportunities

Having considered the impact 
of these policies from a single-
agency approach, we shall 
now make sense of  these 
interactions through a dual-
agency perspective.

3.1.1 Integration of policy 
tools
C o n v e n t i o n a l l y ,  a n t i -
competitive behaviour have 
been addressed primarily from 
the supply-side. An agency 
with a broader portfolio would 
be able to expand and augment 
existing policies, as well as 
identify multiple sources of 
market inefficiencies. 

In recent years, research 
in behavioural economics has 
revealed that consumers are 
often susceptible to cognitive 
biases during decision-making. 
For example, Microsoft was 
invest igated  in  2009  for 
bundling Internet Explorer with 
its Windows operating system. 
While this does not appear to 
be anti-competition initially, 
consumers do not switch 
from the preloaded Microsoft 
program due to the endowment 
effect10, and thus other web 

browser providers have to 
expand resources to overcome 
this inertia of consumers. 
Eventual ly,  the European 
Union compelled Microsoft 
to increase informational 
availability by displaying eleven 
additional web browsers upon 
the installation of a new system. 
Recognising that firms can 
engage in anti-competitive 
behaviour through avenues 
such as consumer biases, a 
unif ied agency can adopt 
similar demand-side measures 
when combating these issues.

3.1.2 Greater awareness of 
market dynamics
W h i l e  c o mp e t i t i o n  a n d 
consumer policies can be 
deemed as complements, it is 
also possible to view them as 
substitutes. Compared to two 
distinct agencies, a unified 
agency can better cut across 

9 New Delhi, India has banned this practice, with its chief minister labelling it as “daylight robbery”; Victoria, Australia has planned to cap surge-pricing, with its Public Transport 
Minister citing “consumer protection” as the reason behind the new law.

10 A phenomenon where people ascribe more value to things merely because they own or because it is the default option.

Recognising that firms can engage in anti-competitive 
behaviour through avenues such as consumer biases, a 
unified agency can adopt similar demand-side measures 
when combating these issues.
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bureaucratic red tape and 
switch to alternative policies 
when existing policies fail to 
keep up with changing market 
dynamics.

One case in point would be 
the taxi industry in Singapore. 
Prior to the entry of Uber 
and Grab, the industry was 
subjected to comprehensive 
oversight11 following incessant 
complaints from commuters 
of being unable to get a cab.12 

Yet ,  as  market  dynamics 
changed with new entrants, 
existing regulations become 
less relevant since consumers 
had a wider variety of suppliers 
to choose from13, and were 
able to get a ride more easily. 
In this case, creating room 
for competition led to better 
outcomes for consumers, 
replacing existing consumer 
protection policies. In view of 
the ever-changing nature of 

markets, a unified agency can 
be best positioned to monitor 
and evaluate these changes, and 
intervene only when necessary.

3.1.3 Holistic appraisal of 
policy tools
A unif ied agency may be 
more sensitive to unintended 
cons e quences  by  p ay ing 
attention to potential trade-
offs. For instance, in industries 
that may pose direct harm 
to the safety of consumers, a 
potential trade-off may exist 
when consumer protection 
regulations disproportionately 
raise barriers to entry. In 
Singap ore’s  solar  energ y 
industry, companies have 
alleged that safety regulations 
from the SCDF could restrict 
the industry growth14. 

While safety concerns are 
indeed valid, consumer choice 
may be affected in the long-run 
due to a reduced number of 
suppliers. Such situations call 
for a more holistic appraisal 
of regulatory measures. A 
panel of industry experts 

11 Taxi operators had to ensure that each cabbie clock at least 250km daily mileage and that 60 percent of its fleet to be available during peak hours. Lim, A. (2016, December 17). 
LTA scrapping minimum daily mileage for taxis. Retrieved May 10, 2018, from https://www.straitstimes.com/singapore/transport/lta-scrapping-minimum-daily-mileage-for-tax-
is

12 Chia, J. (2017). Revisiting the Sharing Economy in Singapore [PDF]. Singapore: Lee Kuan Yew School of Public Policy at the National University of Singapore. Retrieved May 10, 
2018, from https://lkyspp.nus.edu.sg/docs/default-source/case-studies/revisiting-the-sharing-economy-(updated-092017).pdf?sfvrsn=eaa8950b_0

13 A YouGov survey in October 2015 reflected the close substitutability between taxis and private-hire cars; 29 per cent and 23 per cent respectively indicated that they would 
simply take whichever was the cheaper, or more available, option.

14 Zengkun, F. (2016, October 25). New fire safety rule for solar panels. Retrieved May 18, 2018, from https://www.straitstimes.com/singapore/new-fire-safety-rule-for-solar-panels
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can be convened to reach a 
compromise between consumer 
safety and consumer choice. A 
possible resolution would be to 
permit consumers to undertake 
certain risks, provided that they 
can demonstrate a reasonable 
u n d e r s t a n d i n g  t o w a r d s 
potential dangers.

3.1.4 Reinforced support for 
both missions
A unified agency can help to 
garner support for both missions 
and promote understanding 
between different stakeholders.

In Singapore’s context, 
dominant players are not 
punished per se, but only when 
they are engage in abusive 
business practices that prevent 
rivals from competing. Such 
a position may lend itself to 
attacks by the public who 
may not fully understand the 
rationale behind decisions of 
the agency, such as allowing 
certain acquisitions to pass 
(e.g. Grab-Uber merger15) or 
refraining from regulating 
certain industries perceived 
t o  b e  a n t i - c o m p e t i t i v e 
(e.g. affordability of infant 
formula16). 

T h r o u g h  l i n k i n g 
competition policies to the 
consumer protection agenda, 
this agency can enhance public 
acceptance of competition 
policies, even when such policies 
defy public expectations.

3.2 Challenges facing 
policy integration

Despite the various benefits, 
such a proposal may encounter 
barriers during the institutional 
design process.

3.2.1 Conflicting objectives 
within agency
Given the dual responsibility 
of the agency, the absence of 
a single, clear defined mission 
can lead to irresolute  or 
inappropriate decision-making. 

15 Uber/Grab merger: Appointment of monitoring trustee to monitor compliance with CCCS’s Interim Measures Directions. (2018, May 7). Retrieved May 21, 2018, from https://
www.cccs.gov.sg/media-and-publications/media-releases/grab-uber-merger-7-may

16 Written Reply to PQ on Affordability of Infant Formula. (2018, March 29). Retrieved May 21, 2018, from https://www.cccs.gov.sg/media-and-publications/parliament-ques-
tions-and-answers/written-reply-to-pq-on-affordability-of-infant-formula

When consumer agenda 
conflicts with competition, the 
unified agency may be forced 
to reach a compromise between 
conflicting objectives. A loss 
of focus in either objective can 
in turn result in ineffective or 
delayed actions.

On the other hand, an 
unbalanced prioritisation of 
objectives can also limit the 
potential of this agency. For 
one, the pursuit of short-term, 
measurable accomplishments as 
a result of bureaucratic pressure 
may cloud policymakers’ 
judgment. Whereas the effects 
o f  c ons u m e r  prot e c t i on 
can be felt almost instantly, 
competition policies tend to 
have delayed impact as they seek 
to reshape market dynamics. 

Given the dual responsibility of the 
agency, the absence of a single, 
clear defined mission can lead to 
irresolute or inappropriate decision-
making. 
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As such, consumer protection 
policies may be favoured over 
competition policies solely for 
its fast-acting nature rather 
than its significance, thereby 
leading to an unjustly skewed 
prioritisation of objectives. 

3.2.2 Inconsistencies in style
Competit ion policies  are 
top-down, and broad-based 
in  nature.  Fur ther,  their 
implementation processes tend 
to be generic and transferable 
across  industr ies  i .e .  the 
issuance of financial penalties 
and blocking of mergers. 

O n  t h e  o t h e r  h a n d , 
c o n s u m e r  p r o t e c t i o n  i s 
bottom-up and industr y-
specific. The formulation and 
application of such measures 
require specialized knowledge 
of the industry and careful 
customisation of the policies 
to suit the industry.

Housing these stylistic 
differences under a single 
agency can lead to inefficiencies. 
With its dual responsibility, 
t h e  u n i f i e d  a ge n c y  m ay 
eventually drift apart into two 
separate entities overlooking 
competition and consumer 
protection respectively, which 
defeats the purpose of the 
single-agency approach.

3.3 Proposed integration 
framework

Despite the numerous barriers, 
a single-agency approach can 
still be developed. The extent 
and method of integration 
has to be carefully considered 
during the process of institution 
design.

To prevent the dilution of 
support for either objective, 
the unified agency could have 
a portfolio encompassing 
the existing works of both 
competition and consumer 
protection agencies, on top of 
a common platform for shared 
expertise and policy research. 
For instance, the competition 
department can monitor and 
deter anticompetitive practices, 
and enforce legislation for 
one-off cases. The consumer 
protection department should 

a lso cont inue to  address 
consumer complaints, mediate 
isolated disputes, and educate 
consumers.

Fully leveraging on the 
opportunities of the single-
agency approach, inquiry 
committees can be convened 
to effect potentially industry-
wide policies. When deemed 
necessary17, these inquiries 
should holistically assess the 
inefficiencies of the current 
industry, taking into account 
b o t h  c o m p e t i t i o n  a n d 
consumer protection issues. 
Such committees would also 
require the congregat ion 
of policymakers from both 
r e g u l a t o r y  d i s c i p l i n e s , 
together with industry experts 
and stakeholders. The result 
of  these inquiries can be 
the introduction of a set of 
policies, that only not abide 
by competition and consumer 
protection guidelines, but also 
tailored to the nuances and 
needs of the specific industry.

4 Conclusion

This paper has illustrated 
the interact ions between 
competition and consumer 
protection, as well  as the 
rationale for housing both 
missions under a single agency. 17 For instance, following a surge of issues raised by market participants, or in anticipation of disruptive changes.

Housing these stylistic 
differences under a 
single agency can 
lead to inefficiencies. 
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In most cases, we have 
argued that the two missions 
are able to harmonise and 
provide the optimal outcomes 
to  consumers .  Whi le  we 
acknowledge the trade-offs 
present in specific cases, proper 
institutional design can help to 
overcome such challenges in 
the form of a unified agency.

A unified agency has access 
to a wider variety of tools to 
correct market inefficiencies, 
and is more flexible to adapt 
to the ever-changing nature 
of markets. At the same time, 
it must be noted that there 
also exist limitations to the 
effectiveness of such an agency. 
Differences in terms of scope, 
purpose and instruments 
used to achieve the respective 
missions require the close 
monitoring of the agency. 

L o o k i n g  f o r w a r d , 
Singaporean consumers would 
be best served by an agency that 
includes both competition and 
consumer protection mandates 
in its portfolio.
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