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The influx of bike-sharing schemes
onto the streets and pavements of
Singapore hasreceived much
positive press for the contributions
toahealthier and cleaner nation.

While operators oBike, ofo,
Mobike and SG Bike have
unleashed tens of thousands of
garishly coloured bicycles across
the city, regulators have also
moved positively to guide the rapid
growth of this industry.
Unfortunately, defining limits on
growth and painting yellow boxes
on pavements are not enough.

The idea of bike-sharing is a
terrific one: creating convenience
for people, and choices other than
theuse of more polluting private
cars and taxis, while making public
transportation more accessible
and more desirable atalow cost.

Ithasalsoproved a greatidea for
the owners of these companies.
Ofohasavaluation exceeding
US$2 billion (5$2.7 billion). Its
young CEO owner Dai Weibecame

abillionaireina span of a fewyears. !
: perhapsoneofthe largest
: bike-parking areasin the world.

The business modelis based on
simple mathematics. Calculate the

costofabicycle purchase, calculate :
: compete for fewer than 8,000

. bike-parking spaces. This shortfall
: isnotafunction ofalack of effort

. from the government - rather, the
: Amsterdam city authorities have

: beenstriving to accommodate its

: legionsof cyclists.

itsusefullife - inclusive of
unwanted disposal or destruction -
and factorinafewoffice and
maintenance costs. Now calculate
revenue based on per hour or
30-minute pricing and expected
average hours of usage per day.

It seems like the simplest of
businesses with nothing but
benefits for owners and users. But
thereare costs — hidden costs to the
business that economists like to
call negative externalities and
free-riding (pun intended, but also
apt). Avoiding these costs creates
value for users, and wealth in the

billions for founders such as Mr Dai.

Anegative externality occurs
when the use ofa productor
service creates costs for third
parties or non-users. In the case of
bike-sharing, the negative
externalities are clear:
Multi-coloured bikes litter the
carefully crafted landscapes of
Singapore, while pedestrians find
themselves having to avoid
randomly parked bikes or their
distracted riders.

The next problem is the one of

: free-riding, when anindividual or
: company takes advantage of the

: provision of a public good without
: paying foritsuse.

Bikesare vehicles thatuse public

: roads and public spaces for

: transportation and storage - in

: other words, parking. Carsand

: othervehicles do the same. To

: cover some of the public costs

: associated withroads, car owners
. payregistration taxes, insuranceto
: protectagainst costsassociated

: withaccidents, and chargeswhen :
: parkinginhigh-densityareasofthe :
: city. :

Bikerental companiesand users

: paynone of these, yet happily :
: exploit these negative externalities
: and free-ride onthe dime of others. :

But before condemning this

: business model too quickly, since
: bike-sharingisstill averynew

: phenomenon in Singapore, let’s

: think ofa possible end pointifthis
: free-riding continues.

The Netherlands haslong been

: known as one of the most

: bike-friendly countriesin the

: world. Ina country of 16 million

: people, there are almost 13 million
. bikes.

Amsterdam Central Station is

Every day, more than 8,000 bikes

In the past 20 years, bike usage in

: Amsterdamhas grown by 40 per

: cent. Public spending in the next

: fewyearsoninfrastructure

: devoted tobikesis expectedto

: cross well over $100 million by

i 2020, most of which s devoted to

: creatingbike-parking spaces.

i Otherpublic fundsare used to pull
: upto10,000 bikes from canals

: acrossthe Netherlands each year.

Itis well within Singapore’s

: budget capacity to spend onbike

¢ infrastructure. Indeed, it would be
i alaudable use of public funds to do
: so,asitsupports the shift away

i from polluting vehicles. But who

: pockets the Government’s largesse
i inproviding bike infrastructure?

Very clearly, it isboth the users of

bikesand the companies that
: provide them. Providing benefits
! toacountry’s populaceis

: reasonable, but providing public

: benefits toprivate companies is

. equivalent tolining shareholders’
: pockets with public money.

Private bike companies provide

: thebikes and they price

: accordingly, without considering
: whoneeds topay for the roads

: used, for the parking

¢ infrastructure, and for the

: inconvenience to pedestrians and
: cars frombikes plying and parking
: onpublic thoroughfares. Andno

¢ compensation goes to anyone in

: Singapore when the greenand

: carefully cultivated beauty of its

i publicspaces is marred by badly

: parked multi-coloured bicycles.

Far be it for a business school

: professor to fetter capitalism, but
i capitalismunconstrained,

. operated without appropriate

: regulation, disproportionately
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: imposes costs on many while
: creating wealth for very few.

Singapore’sregulators havelong

. deserved their sterling reputation
: for their sagacity and ability toact
i quicklyand decisively.

Before we reach the stage of

: Amsterdam herein Singapore, it is

¢ important to better regulate this

¢ growing industry. Appropriate and
i quickregulation will protect the

: growth of the bike-sharing

: industry, while stemming negative
¢ externalities and ensuring users

: and companies curb their

¢ free-riding.
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i ® Thewriteris head of the

: Department of Strategy & Policy at

: the National University of Singapore
: Business School.



