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Singapore’s regulatory regime
for the ride-hailing market is
sound but more can be done to
facilitate ‘multihoming’ and
prevent exclusive contracts
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Therapid emergence of
ride-hailing operators like Uber,
Didiand Grab has challenged
regulators of the point-to-point
transport sector.

Somejurisdictions have declared
Uberillegal (for example, Hong
Kong) or imposed regulations so
stringent that Uber has left (for
example, Denmark). Other
jurisdictions have welcomed
ride-hailing operators, often
subjecting them to less onerous
regulations than regular taxi
operators.

What regulatory framework
should apply? To answer this, one
must understand the different
types of services offered. Whilean
obvious distinction is between
traditional taxi companiesand
ride-hailing operators, the more
relevant distinction is how drivers
are matched toriders, of which
thereare two primary ways.

STREET-HAILINGV RIDE-HAILING
The firstis street-hailing, where
riders flag down drivers from the
curbor at designated taxi stands.
Singapore’s regulations leave
street-hailing exclusively to
traditional taxi companies.

drivers respond to bookings via
smartphone apps, the technology
utilised by ride-hailing operators,
orvia phone, the traditional

Regulations should be designed
toallow both matching methods to
co-exist, reflecting that each is
efficient in different
circumstances.

Street-hailingis efficient when
thereisahigh concentration of
driversandriders, such asat
airports and bus stations. Here,

traditional taxi queues, or flagginga :
: similar network effects. Riders

: typically choose whichever taxi

¢ theysee firstand donot care how

: many other driversare signed up

: with the same operator. Similarly,a
: taxioperator's networksize does

! notimproveadriver’s chances of

i picking up riders via street-hailing.

car in the vicinity, can matchriders
todrivers quickly.

In contrast, ride-hailing may be
slower since it involves the time of
booking aride, and riders and
driverslocating each otherina
crowded area. Ride-hailing is more
efficient when drivers and riders
are physically dispersed. In
addition, some people, such as

¢ touristsand the elderly, may still
i relyon street-hailing for various
i reasons. :
i However, theregulations needed
: forstreet-hailing are quite different :
: tothoserequired forride-hailing.

The main problem facing

: street-hailing ina deregulated

* marketplaceis thatriders canbe

i easily“taken foraride”. Drivers

¢ could take a circuitous route or add
: surcharges which were not clearly
¢ communicated to therider at the

: startofthe trip. At the veryleast, if
: the price for street-hailing isnot

¢ displayed transparently, one can

: expectalotofhaggling over price,

i meaning the potential efficiencies
: from quick matchingvia

¢ street-hailing will be lost.

App-basedride-hailing operators

: use technology to address some of

: theseproblems. When booking a

i ride, riders getupfrontinformation
: about the driver and car (identified
i byitslicence plate), and the price of :
: the trip. Riders can provide

i feedbackondrivers and know that
¢ unscrupulous drivers will be

i screened out based on previous

: feedback.

All this implies that street-hailed

i trips need to be regulated more
i stringently than ride-hailed trips.

Butride-hail trips should notgo

¢ completely unregulated.

¢ Regulators should still ensure that
i ride-hail drivers meet minimum

i standards of competence and

: safety. Moreover, ride-hailing

i requires forms of regulation that

: arenotrequired for street-hailing.

i NETWORK EFFECTS

i Suchregulation stems from

: anotherimportant distinction

i between street-hailing and

: ride-hailing, whichis with respect
: to“network effects”.

Aride-hailing operator that signs

; upmore drivers is more valuable to
The second isride-hailing, where :
i wait times whenusing the

¢ operator’s app given the higher
i chanceofa driver being nearby.
¢ Likewise, drivers incur lessidle
booking method of taxi companies. :
¢ aremanyridersusing the same
i operator given the higher chance of :
i arider being nearby. Operators

¢ withlarger networks are therefore

¢ preferred by both drivers and

: riders, granting such operators an

¢ edgeover competitors with smaller
i networks.

riders, since riders enjoy shorter

time and en-route time when there

In contrast, street-hailing
operators do notbenefit from

Since for ride-hailing, network

: sizeislargelyrivalrous, itincreases

: thelikelihood that ride-hailing

i services willbe concentrated in the
: hands ofjust one or two operators,

¢ raising concerns of market power

i and barriers to entry.

i compete against dominant

: incumbents evenif the entrant

: offersabetter app, because most
¢ riderswillnot download and use
: the entrant’s appif they expect

i little chance of finding a nearby

i who expectlittle chance of finding
: anearbyrider. Ultimately,a

: monopolised market mayresultin
: higher prices, fewer transacted

: rides andless innovation.

: FACILITATING “MULTIHOMING"
: Oneway toaddress thisisto

i facilitate the process by which

¢ driversand/orriders can access
: multiple operators, something

¢ economists refer to as

¢ “multihoming”.

i multihome, say by signing up to

¢ drive for both Grab and Ryde in

! Singapore, riders canreach these

¢ driversregardless of which app the
: ridersuse. Similarly, to the extent

: thatriders compare rideson both

i Graband Ryde’s apps in Singapore,
¢ drivershavea chance toreach

i theseriders through whichever

: operator theyprefer.

¢ many of the network efficiencies

¢ that can be derived fromalarger

¢ number of drivers and riders in

: Singapore using ride-hailing while
¢ refocusing competition among

: operators toother dimensions,

¢ suchas price, product quality and

technology.

: theUS enables drivers to accept

¢ rides from multiple operators (for
: example, Uber and Lyft) without

: toggling between the respective

i apps. Thisnotonly makesit easier
¢ for drivers to work for multiple

i operators, it also makes it safer.

: RideGuruin the USand

¢ CheaperRidesin Singapore are

: examples of apps thatallow riders

: tocompare prices across multiple

: operators more easily. However,

. based on the US experience atleast,
i such comparison appsare

Small entrants will struggle to

driver,and likewise for drivers,

Tothe extent that drivers

Thus, multihoming maintains

customer service. :
Multihoming can be facilitated by :

For example, the Mystroappin

Ontherider side, Bellhopand

¢ constantly battling against the
: dominant ride-hailing operators
: whowouldlike to block them.

Thus, there is an important role

i forregulation to ensure such

: comparison services for

: ride-hailing are not blocked.

: Indeed, if the authorities can

: facilitate the smooth working of

¢ comparison services both on the

: riderand driver sides, this maygoa
i significant way towards making

: ride-hailing contestable.

The regulator could further

: encourage driver multihoming by

: providing all ride-hailing operators
: withalist oflicensed drivers so that
: operators can solicit drivers

: already working for competing

i operators.

¢ TACKLING EXCLUSIVE CONTRACTS
i Dominant ride-hailing operators

i have another more powerful wayto :
: eliminate multihomingand protect
i their network advantage, which is

: via exclusive contracts. A dominant
: operator can make exclusive deals

: with drivers (or the taxioperators

i they drive for) to ensure that the

¢ drivers work only with themand

: notwith competingride-hailing

: operators, thereby eliminating

¢ multihoming by drivers.

In addition, exclusive contracts

¢ raise barriers to entry for new

: operators which would haveaccess
: tofewer drivers. Hence, banning

: theuseof exclusive driver

: contracts by operatorsisalso

: critical to ensure the contestability
: ofride-hailing. Specifically, neither
: firmsleasing cars (which could be

i inpartnership with ride-hailing

: operators) nor ride-hailing

: operators themselves should be

able to limit which operators a

¢ driver canacceptride-hailing jobs
: from. Any other form of contract

¢ with drivers thathas a similar

: exclusive effect should be

i scrutinised carefully by regulators,
¢ including driver loyalty schemes.

Asshould be clear from the

i preceding discussion, while

: street-hailing and ride-hailing

! provide similar services to the

: rider, differences in the way they

: matchriders to drivers resultin

: very differentregulatory

: implications. Regulation should be
: based on whether the service

: offeredinvolves street-hailing or

¢ ride-hailing, and not whether the

i operatorinvolved happens tobea
¢ traditional taxioperatororan

: app-basedride-hailing operator.

¢ Based on this logic, both types of

SINGAPORE'S CURRENT APPROACH

: Fortunately, Singapore’s current
¢ approach toregulating taxiand

¢ ride-hailingoperators doesnot

¢ require major changes to achieve
: these outcomes. Banning exclusive
: contracts withrespect to

¢ ride-hailing for all operatorsisa

¢ small step from the current

: situation, where Grabalready has
: these contracts banned via CCCS’
i (Competition and Consumer

: Commission of Singapore’s)

: Infringement Decision.

While disruption
by app-based

technologies has
created powerful

: operators can compete to offer ride-hailing

¢ both types of services, subject to operators, an
i thespecific regulations for each appropriate
: type ofservice. regulatory

framework can
help the sector
sustain effective
competition to
the benefit of
consumers.
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Regulators should take further

i steps tofacilitate multihoming, as

: discussed above. Current

i requirements for street-hailing,

¢ including taxi driverlicences,

i vehicle signage and displaying

i fares prominently, still make sense.
i But some adjustments are

i necessary.

Currently, taxi companies meet

i morestringent standards,

i especially regarding taxi

: availability, quality of service and

: minimum fleetsizes. In the new

¢ regulatory environment we are

: proposing, inwhich competition

: andentry are enhanced, these

: requirements can be relaxed. At the
i same time, all operators, including

¢ ride-hailing operators, need to be

i licensed to ensure that they comply
: with regulations for the respective

: services.

While the disruption of the

i point-to-point transport sector by
¢ app-based technologies has

¢ created powerful ride-hailing

¢ operators around the world, with

i anappropriate regulatory

¢ framework, the sector can still

: sustain effective competition to the
¢ benefitof Singapore consumers.
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