
PART VI SINGAPORE'S STATE RENTIERISM & ITS IMPACTS ON INEQUALITY 
Tan Meng Wah 

 

1 
www.tanmengwah.com 
tanmengwah@yahoo.com 

01 Rise of State Rentierism to Extract Rising Land 
Dividend 

 
During the earlier stages after independence, Singapore’s economic development 
focused on income generation leveraging on the demographic dividend. The rise in 
national income was broadly shared by all stakeholders – workers, business owners, 
capital owners and government – inequality notwithstanding. After the turn of the 
century, with a dissipating demographic dividend and a growing land divided, economic 
development appears to focus progressively more on wealth generation to extract the 
rising land value. Gains from economic development now disproportionately benefit 
capital owners and the Government at the expense of the workers and SMEs. 

 
11 September 2019 
 
A. What is State Rentierism? 
  
We have learned that rentierism is the practice of extracting a higher-than-normal market return from 
an asset. It typically involves asset-owners adopting anti-competitive behaviours to artificially push up 
the asset’s value on account of its uniqueness and scarcity. Because no additional new value is 
created in the process, rent-seeking often results in zero-sum outcomes. In extreme cases, rent-seeking 
can even result in negative-sum outcomes when not only the rentiers profit at the expense of others 
but the society overall also loses. 
  
So far, our discussion has been focused on rentierism by organized capital owners and increasingly also 
by some corporations (e.g. Microsoft, Facebook, Google, and Amazon) that have managed to grow 
extremely large by leveraging on technologies they own and by adopting anti-competitive market 
behaviours to overcome rivalry. 
  
But rentierism needs not be limited to just the private sector. It can also be practiced by 
governments through their ownership of a critical national asset. State rentierism has typically been 
associated with the oil-rich Gulf States seeking to generate economic rents externally from the sale of 
oil by manipulating the external political and economic environments and by controlling output to 
influence oil prices in the international markets. To push oil prices beyond its normal equilibrium market 
prices, for example, oil-exporting countries set up OPEC as a cartel to control supply and limit 
competition. 
 
Besides generating rents externally, however, governments can also embark on rent-seeking behaviour 
domestically. Singapore is a good example of a state rentier extracting rent internally from its control 
over a critical national asset though quite unlike that in the Gulf State because of the absence of oil, gas 
and other mineral deposits. Instead, Singapore’s critical national asset is land. Decades of impressive 
economic development have pushed up the value of land to make it an increasingly invaluable asset. 
Today, the land-scarce city-state measures about 710 sq km.  Of that, the State owns 90% and the 
Government is actively seeking to maximize the return it can extract from the land, particularly after 
the turn of the century. In 2005, for example, a Subcommittee on Maximizing Value from Land as a 
Scarce Resource was set up to justify Government’s efforts to that end. 
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 B. State’s Acquisition of Land since the 1960s  
  
Compulsory land acquisition in Singapore started as early as 1920 when the Land Acquisition 
Ordinance was passed to give the government powers to acquire more private land for new 
development. However, the powers granted at that time were limited and the process was 
cumbersome and slow. 
  
The 1920 Land Acquisition Ordinance subsequently underwent two amendments in 1946 and 1955 but 
the first significant amendment did not come until 1961 following the Bukit Ho Swee fire. The 1961 
amendment allowed for land devastated by fire to be acquired at not more than one-third the vacant 
site value to ensure that landlords did not benefit unduly from an appreciation in the value of their land. 
  
In 1966, the 1920 Ordinance was repealed with the passing of Land Acquisition Act which gave 
the government increased powers in compulsory land acquisition. The 1966 Act not only established 
how compensation to landowners would be regulated but also set out resettlement policies on the 
clearing of squatter land and the rehousing of squatters in low-cost flats. 
  
In 1973, the Land Acquisition (Amendment) Act was passed in order to curb speculation on land and to 
limit the cost of land acquisition. Compensation was fixed at the 1973 market value determined on the 
basis of its existing use or the Market Plan Zoning of the land, whichever is lower. Any potential the land 
may have had for future development was disregarded. In 1988, the Act was then further amended 
to peg compensation to the market value in 1986. By 1995, the government began paying the market 
rate for all future acquisitions. 
  
All in all, the laws and the various amendments had helped the government built up a considerable 
land bank by the 1980s at extremely affordable costs. 
 
  
C. Rising Land Dividend amid Declining Demographic Dividend 
 
During the early stages of Singapore’s economic development, land was still relatively more 
abundant than the small population of about 2 million. The limiting constraint for growth then was 
therefore human resource and Singaporeans were told that the country’s most precious resource is its 
people. 
  
By the 1990s, though, as the economy continued to expand and demand – residential, commercial and 
industrial – for land use grew, land value also rose in tandem. In contrast, our workforce was 
ageing and many older workers were hit by skill obsolescence as Singapore relentlessly upgraded its 
economic structure to stay ahead of competition. Singapore’s demographic dividend was thus 
dissipating. 
  
By then, global talents were becoming increasingly mobile. Singapore benefited from the new trend by 
allowing the inflow of not only low-cost foreign workers but also the medium- and highly-skilled ones to 
expand it labour supply pool. Human resource was thus no more the limiting constraints. 
  
In contrast, physical land supply, even with reclamation, remained greatly constrained. Land value was 
therefore first and foremost driven by its scarcity and by the city state’s strategic geographical location. 
As demand for land use rose with the expanding economy, the growth in the value of land began to 
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accelerate. To the credit of the Government, the rising land value could also be attributed to good 
urban planning and effective governance which enabled Singapore to not only foster social harmony 
and political stability but also put in place highly efficient infrastructures and institutions that make the 
city-state works like a clock ticks. 
  
In short, as Singapore’s demographic dividend dissipated, its land dividend grew. 
  
Correspondingly, Singapore economic developments gravitated progressively over time from national 
income (GDP) generation, through exploiting its demographic dividend, towards wealth generation, 
through extraction of land dividend. 
  
 
D. Shifting of Emphasis from Income Generation to Wealth Generation and 

Extraction 
  
All along, any talk about economic developments has always been about national income. In 
reality, economic activities generate not only national income, which is manifested as gross domestic 
product (GDP), but also wealth, showing up as the value of assets (e.g. bank savings, shares and 
properties). 
  
While GDP or national income is broadly distributed to different stakeholders (i.e. workers as wages, 
business owners as profits, capital owners as rents, and government as taxes) based on their respective 
contributions to economic developments, wealth narrowly accrues to only a minority comprising of 
capital and asset owners generating passive incomes.  Since the great majority of the working class 
own few assets, they benefit more from State’s efforts to generate income rather than wealth. 
  
Indeed, during the earlier stages of Singapore’s development after its independence, economic gains 
came predominantly in the form of rising national income because of rapid economic growth. Gains in 
wealth lagged gains in national income initially because land value was relatively lower then and 
financial markets were underdeveloped. Singapore was therefore growing its economy using its 
demographic dividend and the rise in national income was broadly shared by all stakeholders, 
inequality notwithstanding. 
  
By the 1990s, however, with rising land value and a more matured financial market, wealth generation 
from economic growth began to pick up pace. After the turn of the century, with economic grow 
slowing as a result of rising external competition and of increasing difficulty in upgrading Singapore’s 
economic structure amidst a dissipating demographic dividend, economic development appears 
to focus progressively more on wealth generation through extracting the growing land dividend. 
  
The switch from income generation to wealth generation to exploit the land dividend works to the 
detriment of the workers, especially those in the lower rungs whose skills have been rendered obsolete 
due to economic restructuring. Wage gaps began to widen noticeably. 
  
 
E. Wealth Extraction from Public Housing & Commercial and Industrial 

Properties 
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In fact, the systemic extraction of land dividend had already begun since the late 1980s through public 
housing when the 2G government re-positioned leasehold HDB flats as an investment asset. Prices of 
new flats began to rise at rates that outpaced growth in household incomes. Given that the price 
increase exceeded inflation in construction costs, it could only be attributed to the other component in 
new flat pricing – land cost. 
  
The high housing (land) costs benefits the State but results in inequitable wealth transfer from the 
households to the State at the expense of their financial resilience and their funding for retirement. The 
rising prices also benefit the first two generations of homeowners (especially those who bought before 
the 1990s when prices were still low) but enslave all future generations of young Singaporeans to high 
housing costs. 
 
By the turn of the century, with public housing prices nearly reaching the ‘optimal’ affordability level, 
efforts by the 3G government to extract wealth from rising land value were now extended from public 
housing to include also commercial and industrial properties using real-estate investment 
trusts (REITs) as the vehicle of rent extraction. 
 

https://www.tanmengwah.com/the-rise-of-state-rentierism-in-sg-  
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02 Extracting Land Dividend Thru' Public Housing  
 

By the late 1980s, the 2G Government began to price the land cost component in HDB 
apartments at market rate to extract the rising land dividend. Prices of new HDB 
apartments began to creep up because of a higher land cost component. To justify the 
price increases, the Government expanded the objective of public housing program from 
just homeownership to include also asset enhancement. The price hikes translated into 
handsome profit for early homeowners who bought their flats at much lower prices and 
thus benefited from the growing land dividend. But the high price also meant that 
the land dividend now accrued no more to new homeowners but to the Government. 

 
11 September 2019 
 

Notably, during the early years of HDB history in the 1960s and even 1970s, the 1G Government chose 
to price new flats affordably not only because they were built on state-owned land acquired from 
private landowners at below market prices but also that household incomes were generally low.[1] 
 
 
A. Re-Positioning Public Housing as Investment Asset 
 
This change, however, by the late 1980s when the 2G Government began to price the land cost 
component in HDB apartments at market rate to extract the rising land dividend. Prices of new HDB 
apartments began to creep up because of a higher land cost component. To justify the price increases, 
the Government expanded the objective of public housing program from just homeownership to 
include also asset enhancement. 
  
The price hikes translated into handsome profit for early homeowners who bought their flats at much 
lower prices and thus benefited from the growing land dividend. But the high price also meant that 
the land dividend now accrued no more to new homeowners but to the Government. 

 
B. Price Spiral Created by Linking Prices of New Flat to Resale Flats 
  
The mechanism that played an instrumental role in pushing up prices of new HDB flats was the resale 
market created in 1971. Prices of resale HDB apartments were used as benchmarks for pricing new 
flats. 
  
Prices in resale market were moderate initially. But when new flats began to be sold at higher prices 
after the late 1980s, the peg created a price spiral between new flats and resale flats. Price increases 
only began to moderate due to the Asian Financial Crisis and to an oversupply of new flats built based 
on HDB’s projection during the late 1990s. But by 2006, prices of both began to accelerate again. 
  
From 2006 to 2012, for example, prices of a resale 5-room HDB flat in Ang Mo Kio increased 86% from 
$327,000 to $609,000. Closely tracking the rise in resale prices, flats in a nearby new town Sengkang, 
now launched under the new built-to-order (BTO) scheme, also saw a price increase of 85% between 
2005 and 2011.[2] 
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To enhance affordability, repayments of home loans for BTO flats were stretched from 20 years to 30 
years. In reality, the extension of the loan term not only provided room for BTO prices to rise 
further but also translated into more interest payments for homeowners, adding to the total costs of 
the BTO flat. 
 
 
C. Measures to Enhance Affordability 
  
In the aftermath of the 2011 general election, when votes for the ruling party sank to historic low, 
several measures were implemented to address concerns over rising housing cost. Firstly, BTO prices 
were delinked from resale prices in 2011 to stop the price spiral.[3] Next, the Government also 
announced new grants for eligible homeowners buying their first BTO flats to make the purchase more 
affordable. In 2013, loan term was reduced from 30 to 25 years. In 2015, more new grants were again 
announced before the general election to quell discontent over high BTO prices. 
  
Given that the objective of the delinking was to slow the rise of BTO prices, the general expectation 
would be for BTO prices to moderate after the delinking. On the contrary, data in 2014 actually showed 
that despite falling resale prices, BTO prices continued its rise. Between Q2 2012 and Q3 2014, for 
example, BTO prices of lowest-priced 4-room flats in Sembawang rose 6.7% even though resale prices 
fell by 9.3% during the same period. 
 

 
D. Flaws in Government’s Defence of its Affordability-Based BTO Pricing 

Model 
 
The Government defends the high prices of public housing by claiming that 
• HDB flat is an investment asset and homeowners stand to enjoy capital gain 
• prices are fair because they are determined by market forces 
• despite the high prices, HDB apartments remain affordable 
 
By definition, the value of any asset is the present worth of the stream future incomes generated by 
the asset. However, HDB flats are generally not for renting. Since the flats do not generate income, 
they are in reality not investment assets but consumption goods. Moreover, HDB flats come with a 
lease that expires, unlike many private properties which are freehold. Hence, the value of HDB flats will 
inevitably depreciates over time with the rundown of the lease until they are worth nothing when the 
lease expires. 
  
The Government had been able to position a HDB flat as an investment good by leveraging on the 
illusion of the extraordinary profits made by early homeowners who bought in when prices were low. In 
reality, there is little room for profit for later homeowners because of the high prices they have 
paid especially after accounting for the interests homeowners pay to HDB. 
  
History has also repeatedly shown that asset prices can never keep growing without resulting in the 
creation of an asset bubble. In the end, late comers in the housing market would be burdened by high 
housing costs with little room for profit, not to mention also the heightened financial risk associated 
with an oversized housing loan. The proposition of a leasehold HDB flat as an investment asset is 
therefore fundamentally flawed. 
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Next, the Government justified its high housing-price policies by claiming that prices of new BTO flats 
are determined by market forces through the peg with prices in the HDB resale market. 
 
The truth, however, is that Singapore’s public housing market is hardly a free and competitive 
one with the Government acting not only as the sole supplier of land and developer of public housing 
but also as policymaker and regulator of the housing markets. Because of the extensive control it can 
exercise over supply and demand of the BTO and resale housing markets, the Government possesses 
both the motives and means to push prices up incrementally. Claims by the Government that BTO 
prices are determined by free market forces are therefore untenable. 
 
Finally, Government has persistently maintained that even though the prices are high, new flats remain 
affordable. To begin with, the concept of “affordability” is a double-edged sword. At times when 
income is low, setting selling prices of public housing below costs enhances affordability but the subsidy 
becomes a heavy fiscal burden for the government while homeowners stand to enjoy a windfall 
subsequently when they sell it. That is inequitable to the State. Conversely in times of rising income, 
affordability means that selling prices may be set above costs to the detriment of the homeowners 
while rendering the government with an extraordinary profit. That is inequitable for homeowners. 
  
Conceptually, therefore, a pricing strategy that is based on affordability is flawed and unsustainable if 
implemented. This is why no producer in any competitive market can price his products based on 
consumers’ affordability. Producers that overpriced their products based on affordability will simply 
be forced out of the market by their competitors. The only exception is when the producer is 
a monopoly and has unrivalled pricing power. Hence, Singapore’s affordability-based pricing of BTO 
flats stands as proof that Singapore’s public housing market is not a freely competitive market. 
  
In the end, the high prices result in wealth transfer from the people to the State leaving homeowners 
with inadequate savings in the Central Provident Fund for their retirement. Even though Singapore has 
one of the highest per capita income and saving rates in the world, Singaporeans worried about 
adequacy of their savings for their retirement. 
  
In short, Government’s justifications of its BTO pricing policy do not stand up to scrutiny. As a result, 
public housing pricing continues to be a contentious issue. The Government is left to defend an 
otherwise first-rate public housing program and a well thought-out retirement saving fund (CPF), both 
started by the altruistic 1G government. Pricing of new flats becomes increasingly politicized with the 
Government promising more and more grants before very election to pacify voters. 
  
Meanwhile, the unresolved issue of declining resale prices with the rundown of the lease remains 
a ticking time-bomb for the future governments and homeowners down the road. In effect, the 
current government has mortgaged the future of generations of Singaporeans to come by extracting 
the land dividend today through public housing. 
 

https://www.tanmengwah.com/extracting-land-dividend-through-pu  
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03 How much Household Wealth is Transferred 
to the State Through Public Housing? 

 
Overall, across the different room sizes, the total wealth transfer (i.e. land cost plus 
interests excluding resale levy) constitutes about 60% – 70% of the effective BTO prices 
(i.e. inclusive of interests) after grant. In other words, 60% – 70% of what homeowners 
pay are pure profit to the state because of the high land cost. While the government 
bears no risk by fully capturing the gains in land value upfront at the point of BTO, all the 
risk of owning the apartment as an investment asset is wholly borne instead by 
homeowners if losses are incurred at the point of resale. The issue with high BTO prices 
today is therefore not only about affordability, as the Government posits, but more 
about fairness, financial risk and household resilience. 

 
11 September 2019 
 

Selling price of a new HDB apartment is usually thought of to be comprised of two major components: 
construction costs and land costs. Construction costs, based on competitive open tenders, are 
indisputable. Land costs, on the other hand, are set at market prices less an undisclosed discount which 
the government regards as a subsidy though the exact amount is not disclosed. 

  
A. The Full Costs of Homeownership: Interests & Resale Levy 
  
In reality, however, BTO prices do not reflect the full cost of homeownership. In particular, the official 
BTO prices omit interest payments which work out to be a substantial amount because of the high loan 
amount needed and the long loan term. Perplexingly many homeowners do not factor in interest 
payment as part of the total purchasing costs because it is hidden in the seemingly affordable monthly 
mortgage payments. 
  
Take for example a homeowner who buys a four-room flat costing $562,000 in May 2019 in a matured 
estate. After adding in interest payable to HDB amounting to $181,200, he ends up paying a final total 
price or effective BTO price (i.e. BTO price plus interests) of $738,200.  Furthermore, when he upgrades 
to his second BTO, he pays another $40,000 to HDB as resale levy. His total cost is therefore $778 
200 for a house priced at $562,000 at the point of BTO. The omissions of interests and resale levy mean 
that any potential capital gain from the resale of a HDB apartment may be overstated while the full 
costs of homeownership, and hence also financial risk, are substantially understated. 
  
The high interest payment is also another reason why the current pricing approach is inequitable to 
homeowners. Even if the land dividend should go fully to the State and kept as reserves, for the 
homeowners to borrow money from the State to pay that high land costs to the State and in the 
process further incur substantial interest payments again to the State exacerbates the inequity. 
Moreover, the loan is in effect merely a paper entry between government agencies. The interest 
payment is pure profit for the State. 
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2008 to 2012, income rose at a compound annual rate of 5.3% for the average household 
and 6.2% for the top 10% of earners. For private residential project, land now makes 
up about three-fifths of development cost on average, up from two-fifths in 2008, 
according to DTZ.[2] 

  
Notably, the total wealth transfer for 3-room flat is lower at $132,600 or $312,900 depending on 
location and excluding the resale levy. Considering the low income for these households, however, even 
$132,600 is hugely significant at the expense of their retirement funding. 
  
Moreover, all the above calculations have not taken into consideration any interests (i.e. 
the opportunity costs to the households) that the CPF savings could have earned if not paid out to the 
Government. 
  
Finally, the high total costs of homeownership also leave little room for capital gain, even before the 
aforementioned opportunity cost is factored in. In the event of a prolonged depressed market 
conditions, homeowners may even suffer losses. HDB resale prices, for example, were depressed for 13 
years between 1996 and 2009 before prices recovered to their 1996 high. 

 
C. Excessive Wealth Transfer Leading to Weakening of Household 

Resilience 
  
In short, two of the most successful welfare programmes – public housing and CPF – started by the 1G 
government have been fundamentally changed by the 2G and 3G governments. 
  
To allow land dividend to be extracted by the State, genuinely affordable public housing has been re-
positioned as an investment asset that generates no passive income and is worth nothing at the end of 
the lease, while the CPF savings meant for retirement are now re-purposed to pay for an overpriced 
leasehold flat misrepresented as an ‘asset’. 
  
While the government bears no risk by fully capturing the gains in land value upfront at the point of 
BTO, all the risk of owning the apartment as an investment asset is wholly borne instead by 
homeowners if losses are incurred at the point of resale. 
 
The issue with high BTO prices today is therefore not only about affordability, as the Government 
posits, but more about fairness, household resilience, and retirement funding.[3] 
  
High mortgage payments and long loan term of 25 - 30 years, on the other hand, have left many 
increasingly vulnerable to changing fortunes as they grow older and their earning power wanes. When 
the policy of high housing prices was adopted, the assumption was that wages would continue to rise 
with experience and skills as workers grow older. This assumption is no longer valid. The long-term 
trend of rising uncertainties with regards to jobs and income suggests that high mortgage 
commitments may drive default rates up in the future especially when they become older. That future 
risk cannot be mitigated by a small amount of grants (which the homeowners return to the 
Government in effect as resale levy) to enhance affordability today. 
  
Already, the number of households in arrears of their mortgage payments has been on the rise over 
the years. In 2002, for example, 21,800 out of 540 000 households or 4.0% of the households had 
problem paying. The rates of default and repossession rose even when the economy was booming. 
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From 2002 to 2006, for example, 360 households surrendered their flats after defaulting on their 
mortgage loan repayments. In 2008, when the recession began to hit, 32,000 or 7.7% of all flat owners 
servicing their HDB home loans were in default. By January 2009, at the height of the Global Financial 
Crisis, that number grew to 33,000 out of 420,000 households or 7.9% of the households. 
  
HDB homeownership rate among resident households has been declining steadily over the past decade 
from the high of 92.0% in 2000 to 88.0% in 2011.[4] Another telling figure is the number of households 
living in rental flats. In the aftermath of the 2009 global financial crisis, 33,000 households faced 
difficulty meeting mortgage obligations. By 2012, that number was reduced to 18,000 but demand for 
rental housing for lower income also rose correspondingly. Many of the 18,000 cases had given up their 
flat and switched to rental housing. As of July 2013, there were about 45,600 households living in HDB 
rental units. By 2015, that number was estimated to have hit 57,000. 
  
Notably, many of these financially-strapped households bought their flats when prices were relatively 
lower. Going forward, given that many homeowners bought their flats at even higher prices in recent 
years, the HDB mortgage default rate is likely to be higher in future economic crises. 
 
Finally, because of the wealth transfer, CPF savings meant for retirement have been seriously drained. 
Singapore has one of the highest per capita incomes and saving rates in the world. Yet, paradoxically, 
many are increasingly concerned over not having enough CPF savings to fund their retirement. One 
contributing factor, no doubt, is the unequal income distribution which leaves the wage earners at the 
lower rungs with little to save for retirement. Their plight, however, is compounded by the housing 
‘investment’ which constitutes the biggest drain on their CPF savings. Any talk of returning public 
housing to “basic” must therefore involve looking at not just affordability but also its impacts 
on retirement funding. 
  
In short, while the nebulous future capital gain from HDB flats as investment asset has become 
increasingly questionable on one hand, the future ability of households to service the housing loan is 
becoming less certain on the other. Many youths today are barely surviving at the margin in a 
burgeoning gig economy with works that do not even pay CPF. Straddling young households with an 
oversized housing loan, therefore, does not seem to be a particularly prudent way to start them off 
their life-long journey especially when past assumptions of ever rising resale value, rising income and 
job security are no longer valid. Moreover, in times of mounting uncertainties, it is the State, not the 
households, that should assume more risks. 
  
The current public housing pricing policy is simply short-sighted, rent-
seeking, inequitable and unsustainable. 
 
 

https://www.tanmengwah.com/wealth-transfer-from-households-to-  
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04 Extracting Land Dividend from Retail, 
Commercial, & Industrial Properties Through 
REITs 

 
By the turn of the century, with public housing prices already reaching it ‘optimal’ 
affordability level, systemic rent-seeking efforts by the 3G Government to extract wealth 
from rising land value now gravitated from public housing towards retail, commercial 
and industrial properties using real-estate investment trusts (REITs) as the vehicle of 
rent extraction. 

 
11 September 2019 
 

As mentioned, after the turn of the century, as growth slowed with demographic dividend 
dissipating, economic development appears to focus progressively more on wealth generation 
leveraging on the growing land dividend. Efforts by the State to extract the growing land dividend 
began as early as the late 1980s when the 2G Government began to re-position public housing as an 
investment asset to justify the rapid price increases. By the turn of the century, with public housing 
prices already reaching it ‘optimal’ affordability level, systemic rent-seeking efforts by the 3G 
Government to extract wealth from rising land value now gravitated from public housing towards retail, 
commercial and industrial properties using real-estate investment trusts (REITs) as the vehicle of rent 
extraction. 
 
 
A. What are Real-Estate Investment Trusts? 
 
To put simply, REITs are companies that own and operate properties and receive rental income from 
their tenants. They are listed as Unit Trusts traded in the stock market like any other stock. When 
a REIT investor or unit holder buys a unit, he is actually buying a share in the underlying property of 
the REIT (for example, shopping malls). REITs are therefore a much more liquid investment as compared 
to physical property. REIT investors benefit through regular dividend payments (from rentals paid by 
tenants) and can also enjoy share price appreciation (i.e. capital gain) similar to any other stock.[1] 
  
Depending on the type of properties they own, REITS can be categorized into the following six types: 
 
• Retail REITs: These are REITs that have shopping malls as their underlying asset. Not all malls are 

owned by REITs. There are two types of mall ownership: strata-titled and single ownership. Strata-
titled malls do not have a single owner. They are collectively managed by individual shop owners. 
Examples of strata-titled malls are Lucky Plaza, Sim Lim Square and Far East Plaza. Single ownership 
malls, as the name suggests, are owned by one single owner. They can be REIT-managed such as 
Tampines Mall and Junction 8 or non-REIT managed such as 313@ Somerset and Parkway Parade. 

• Office REITs: These are REITs that own office buildings. Most of the office space today is taken up by 
the more than 7,000 multinational companies (MNCs) headquartered here. Local businesses 
occupied only a very small proportion of the office stock available. 

• Industrial REITs: These are REITs owning industrial building including flatted factories, warehouses, 
high specification industrial buildings and business parks. Flatted factories are where most of 
Singapore's manufacturing SMEs operate from, while business parks house many of the non-
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customer facing operations of MNCs such as Samsung, Nike and IBM. Most of the REIT listings after 
the 2008-2009 financial crisis were industrial REITs such as Cache Logistics Trust, Sabana REIT and 
Mapletree Industrial Trust. Several acquired properties from from Jurong Town Corporation (JTC) 
(e.g. Mapletree Industrial Trust acquired more than 60 properties from JTC in 2008 and packaged 
them as a REIT in 2011, with a mark-up). 

• Hospitality trusts: These are either hotel REITs (e.g.  CDL Hospitality Trusts) or serviced residence 
REITs (e.g. Ascott REIT). Unlike offices and retail with their three-year leases, the hotel business is 
relatively more volatile. For example, room occupancy rates plunge during outbreaks of SARS and 
bird flu and terrorist attacks. The sector attracts not only leisure tourists. Around 25%-30% of 
visitors come to Singapore for MICE-related (meetings, incentives, conferences and exhibitions) 
activities. Today, Singapore is the top global cities for the hosting of MICE events. 

• Healthcare REITs: These are REITs that have hospitals and nursing homes as their underlying assets. 
• Data Centre (DC) REITs: These are REITs owning properties that are built to be data centres. In 

Singapore, there is only one DC REIT owned by Keppel. 
  
The six types of REITs are owners of a wide range of non-residential properties in all sectors of 
Singapore’s economy. 
  
The idea of REITs was first conceived in the US in the 1960s but it was not until the US commercial real 
estate bust of the early 1990s that REITs really took off. Banks then were burdened with a large 
amount of real estate loans in their books. This led to a fire sale of commercial assets which the US 
REITs snatched at depressed prices. 
  
Similarly, Singapore’s REITs emerged during the property market slump in the aftermath of the Asian 
Financial Crisis. The first attempt to launch a REIT was made by one of Singapore's leading property 
developers, CapitaLand, in November 2001. However, the REIT, called SingMall Property Trust, was 
poorly received due to low yield and poor outlook for the retail and general property market and the 
initial public offering (IPO) was withdrawn. In July 2002, the REIT was re-launched as CapitaMall 
Trust (CMT) offering a higher yield of 7.06%. This time, the IPO was a resounding success and was five 
times oversubscribed. 
 

 
B. Growth of S-REIT Market in Singapore 
 
After the successful IPO of CMT, other Singapore REITs (S-REITs) such as Ascendas, Suntec and 
CapitaLand Commercial Trust (CCT) soon also followed. As the market gradually overcame its initial 
scepticism about this new investment class, S-REITs underwent a strong bull market between 2002 and 
2007 even though the general real estate market then was still in the doldrums, the economy was in the 
midst of the dot-com crisis and the stock market was lethargic. Across the market, REITs suddenly 
morphed from yield investments to hot growth stocks. 
  
For the unit holders, the rising popularity of REITs was driven by high yield, tax benefits and risk 
diversification. Because REITs are required to distribute at least 90% of their income to unit holders, 
most of the profits they make ends up in the pockets of the unit holders as dividend. Most Singapore 
REITs, for example, provide yield from 5% to 9%. This is much higher than the 2% - 3% interest banks 
pay for fixed deposits. Moreover, as property owners, investors not only pay property tax but are also 
taxed on their rental income. In contrast, the dividends from REITs are fully tax-exempt. Finally, REITs 
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also helps investors to diversify risks. For example, an investor who buys 1,000 units of a REIT like CMT 
owns a share in the more than 15 malls and 2,500 tenant leases that CMT owns. The risk is significantly 
lower than owning a single condominium unit and depending on a single tenant for rental income, not 
to mention also the financial risk associated with the huge loans needed to finance the purchase of the 
property. 
  
For the REITs, their growth was driven by two main factors. The first was the availability and 
reasonable pricing of commercial real estate. The Singapore real estate market from 2002 to 2005 was 
in the process of bottoming out after a prolonged bear market following the Asian Financial crisis in 
1998. Many high-quality assets such as the Junction 8 mall and the IMM building were available for sale 
at reasonable prices. The second factor was the low cost of funding. Because of the low SIBOR of about 
1.26% and the availability of a new source of financing called commercial mortgage-based securities 
(CMBS), high-quality REITs such as CMT, CCT and Ascendas were able to raise funding at below 3%. 
  
This combination of a weak property market coupled with low financing cost led to some very 
profitable opportunities for the REITs. CMT, for example, quadrupled its asset base from only three 
properties worth S$900 million at IPO to 13 properties worth S$4 billion within a span of four years. 
These acquisitions were highly yield-accretive and CMT share price soon also rose. 
  
The bull market for S-REITs peaked around mid- to late-2007 just as the subprime crisis in the US was 
breaking out. As the CMBS market froze, capital market funding of REITs was cut off and the REITs had 
to approach banks to refinance the maturing CMBS loans. Meanwhile, the real economy was also 
slowing down and the REITs were hit with lower rental incomes and higher vacancy rates. 
  
By early 2009, the market was pricing in a bankruptcy for many REITs and investors began selling even 
though the yields of many excellent REITs went up to double-digit because of the falling share price. 
But the REITs proved to be much more resilient than initially thought. Many had high-quality properties 
in good locations and with a proven ability to generate cash through good and bad times. During the 
crisis, not a single major S-REIT suspended its dividend payments.  Neither were there forced 
liquidations or bankruptcies. By mid-2009, the panic selling stop. 
  
By 2012, barely a decade from CMT’s launch in 2002, Singapore’s REIT market grew to become the third 
largest in the Asia Pacific region after Australia and Japan with 27 REITs and a market capitalization of 
around S$40 billion. 
 

https://www.tanmengwah.com/extracting-land-dividend-thru-reits  
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05 REITs' Rent-Seeking Drives up Business & Living 
Costs 

 
Because the rent-seeking activities of the REITs create little additional new value for the 
overall economy, their gains are very much a zero-sum outcome coming at the expense 
of business owners and workers. There is a danger that their rent-seeking activities may 
progressively even lead to negative-sum outcomes in which the losses to the overall 
economy exceed the gains of the capital owners. This happens, for example, when 
the high business costs force businesses to relocate to other lower-cost locations. The 
net result is a loss for the overall economy in terms of GDP, tax revenue, and more 
importantly, meaningful jobs for Singaporeans. 

 
11 September 2019 
 

A. Rentals Driven Up by Pricing Power of REITs 
  
We have learned that REITs are listed companies that buy, develop and manage properties for rental 
income which they distribute as dividends to investors. In general, the modus operandi of a REIT is 
to acquire an undervalued property, redevelop it to enhance its value before leasing it out as a prized 
asset to a preferred mix of tenants and living on rental incomes as landlord. Their profitability 
therefore depends on their pricing power which they enhance, like any monopoly, by buying up many 
properties and monopolizing their supply.  
  
Within the retail industry, for example, many major malls in Singapore today is owned by one of the 
few retail REITs. CapitaLand Mall Trust alone owns 15 major malls. By owning the whole mall and many 
malls at the same time, a retail REIT monopolizes all the shop spaces in those malls so that anyone 
wanting to start a retail business there must rent the shop space from the REIT. As tenants, small retail 
businesses have relatively little bargaining power. REITs, on the other hand, have pricing power and are 
able to drive up their rental incomes. In recent years, REITs have been criticized for driving up rental 
excessively as a result of their pricing power. 
  
The rising rentals in the malls not only shrink the room of profitability for retail shop owners but 
also curtailed their ability to pay higher wages to their workers. Even though malls create labour 
demand for retail assistants, many of these new vacancies are filled by foreign workers who are willing 
to work for lower wages. The influx of foreign workers thus depresses wages of Singaporeans working 
in the retail industry. The retail REITs, on the other hand, benefit from the low wages because 
their tenants can now afford to pay higher rental. Meanwhile, Government also benefits from the 
collection of foreign worker levy. In the end, as retail businesses inevitably pass on the higher business 
costs to consumers, prices of products and services also rise causing living costs to also rise in tandem. 
  
The narrative above is not limited to the retail industry. Small and medium businesses (SMEs) in 
industrial and commercial sectors are also hit by high rentals. For example, flatted factories were, for 
decades, developed and rented out by Jurong Town Corporation (JTC) to local small and medium 
enterprises (SMEs) in the manufacturing sector. In early 2000s, however, JTC began to withdraw from 
the flatted-factory market at about the same time industrial REITs were emerging. JTC’s withdrawal 
facilitated the switchover of ownership of the flatted factories to the industrial REITs. Mapletree 
Industrial Trust, for example, acquired more than 60 properties from JTC in 2008 and packaged them 
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as a REIT in 2011. Just as rentals in malls rose with the change of ownership to REITs, rentals for flatted 
factories also began to rise. The rise in business costs not only resulted in a fall in profitability and 
possibly higher rate of business failures. It also curtailed SMEs’ ability to invest for the future and to pay 
higher wages to their employees who were hit by rising living cost and housing costs. Comparatively, 
the SMEs were harder hit than the multinational companies (MNCs) by the higher rental because of 
their smaller scale and lower productivity.[1] 
  
Over time, even rentals of properties not controlled by REITs are also pulled up. In other words, the 
rising tide of rentals affects all businesses needing a place to operate.  
 

 
 
B. Rent Seeking Activities Resulting in Negative-Sum Outcomes 
 
In short, the emergence of the Singapore REITs (S-REITs) fundamentally changed the supply 
dynamics of retail, commercial and industrial property spaces. When flatted factories and industrial 
parks were developed by JTC, the goal of JTC was not profit but to promote industrial development in 
Singapore. Today most of these properties are owned by only a few highly organized institutional 
landlords whose sole objective is profit maximization. Supported by favourable rent-seeking regulatory 
framework, they have both the means and motivation to push up rental rates just as HDB pushed up 
prices of BTO flats to the upper limit of homeowners’ affordability using ‘market forces’. 
  
Retail REITs, for example, were able to increase rental revenue even during the slowing economy in the 
aftermath of the Global Financial Crisis. Between 2008 and 2012, total rental revenue was rising at a 
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rate of 5.8% annually according to property broker CBRE Group. For example, at Paragon, a mall 
managed by SPH REIT, rent increased by 12.4% for rental renewals and new leases between July and 
November 2013. 
  
Moreover, most retail REIT landlords in Singapore also charge, in addition to base rent, a turnover 
rent set at a percentage of a shop’s gross turnover which they ascertain by having access to the 
revenue figures of their tenants. This privileged knowledge of retail shops’ sales information allows 
them to align rentals with actual business conditions of their tenants. For tenants that are doing well, 
the rental goes up at the time of lease renewal. On the other hand, tenants that are underperforming 
may not have their lease renewed. Doing so enables retail REITs to maximize their rental yields. The 
charging of the turnover rent, however, raises the question of fairness. Even though the REITs assume 
no risk in the running of the retail business, they get an inequitable share of a retail shop’s revenue in 
addition to the rent. 
  
The high base rent and the turnover rent explain, at least in part, why retailers have trouble staying 
profitable and that tenant turnover in many malls is high. In contrast, Singapore's retail REITs 
performed very well over the decade since its genesis in 2002. CMT, for example, chalked up a total 
return of 130% or a compound annual growth rate (CAGR) of 9.5% since it launched in 2002 and up to 
2011, despite the global financial crisis in 2008-2009. Similarly, commercial and industrial REITs also 
performed well riding on rising rentals afforded by their monopolistic pricing power. 
  
Overall, despite its short history, S-REITs became the best performing in the world by 2012, chalking up 
returns of an average of 37%, twice that in the US, the UK and Japan. In terms of dividend yield, S-REITs 
offered 6.46%, considerably higher than the 4.93% in Hong Kong and 5.01% in Australia. Including 
dividend yields, Frasers Commercial Trust returned 57%; AIMS AMP Capital Industrial REIT 48%; and 
Keppel Land's K-REIT Asia, 46%. Four of the top 10 best-performing REITs with assets of more than 
US$250 million in the region are from Singapore.          
  
The sterling performance of Singapore’s REITs stands in stark contrast with slowing GDP 
growth, reduced profitability for firms, rising structural unemployment and stagnating wages. For a 
small resource-poor economy like Singapore, value is created not by extraction but by staying 
competitive in making products or providing services in demand in the international markets. Higher 
rental collected by REITs make our SMEs less, not more, competitive externally. Over time, the overall 
economy becomes progressively less vibrant and competitive. 
  
Because the rent-seeking activities of the REITs create little additional new value for the overall 
economy, their gains are very much a zero-sum outcome coming at the expense of business owners 
and workers. There is a danger that their rent-seeking activities may progressively even lead 
to negative-sum outcomes in which the losses to the overall economy exceed the gains of the capital 
owners. This happens, for example, when the high business costs force businesses to relocate to other 
lower-cost locations. The net result is a loss for the overall economy in terms of GDP, tax revenue, and 
more importantly, meaningful jobs for Singaporeans. 
  
To be fair, REITs can bring benefits to the economy. Besides increasing participation of general public in 
profitable real estate projects, they can also bring standardisation and best practices to the construction 
industry; channel foreign direct investment to kick-start economic activities (e.g. by building industrial 
parks) or to bridge a demand and supply gap in a housing sector; create employment opportunities for 
the masses; and providing quality living environment.[2] 
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But, the Government, to their credit, had been effectively playing those roles for decades. Singapore 
faced no dearth of capital or expertise in the development of residential housing, malls, commercial 
buildings, and industrial parks before the emergence of REITs. Relegating those roles to profit-driven 
REITs therefore has brought no significant additional values to Singapore other than driving up living 
and business costs. 
  
Singapore has the National Wage Council (NWC) to recommend and put a lid on increases in wages 
which, to begin with, have already been depressed by the influx of low-cost foreign workers. Yet, oddly, 
we have no similar government agency to control increases in rents. So while wages are systematically 
depressed, rent is liberalized and priced based on monopolistic power of the REITs. 
 

C. Joseph Stiglitz: “Inequality is created. It did not just happen.” 
  
The harsh reality of stagnating wages and high living and housing costs have made life noticeably harder 
particularly for households in the lower rungs since the turn of the century especially under the 3G 
leadership. Today, 20% to 30% of Singapore households are said to be living in poverty. 
 
The current pains and anguish of lower income households today can no doubt be attributed in part to 
environmental forces like globalization and technological changes (green boxes in the figure above) 
but systemic rent-seeking policies (yellow boxes) to extract rising land value through public housing 
and business rentals exacerbate the pains by resulting in stagnating wages and rising living costs, not 
to mention also the wealth transfer from CPF savings to the State through an overpriced leasehold 
HDB flat. 
 
Today, the Government appears more to be in the business of extracting land revenue and rent than 
in collecting taxes. As growth in fiscal expenditure outstrips tax collection in the coming years, more tax 
burden looks set to be imposed on the households in the form of regressive GST (grey boxes). 
  
This is also why implementation of minimum wage is so difficult in the case of Singapore because 
of Government’s growing vested interests as a rentier. This is why the issue about inequality is not just 
about minimum wage or wage gap. Without first tackling state rentierism, no measures to reduce 
inequality will be feasible and sustainable. 
 
As the Nobel laureate economist Joseph Stiglitz puts it, inequality in the US did not just happen. It was 
created by the government. 
 

https://www.tanmengwah.com/reits-rent-seeking-drives-up-busine 
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06 Key Elements of Government’s Land Dividend 
Extraction Strategy 

 
Today, properties for the whole value chain are controlled by only a few institutional 
landlords (REITs). The impact of high rentals is therefore felt across the entire 
economy. Singapore has evolved into a rent-seeking economy over the last 2 decades to 
benefit landlords, particularly REITs, disproportionately. The rise of institutional landlords 
with unrestrained pricing power therefore cannot be a good thing for the city-state’s 
long term socioeconomic development. The high business costs have rendered our SMEs 
uncompetitive externally and made our overall economy less nimble and vibrant. Our 
efforts to restructure our economy since the turn of the century have basically 
stalled. We have the National Wage Council (NWC) to recommend and put a lid on 
increases in wages but we have no similar government agency to control increases in 
rents. As a result, while wages for workers are systematically depressed, the setting of 
rents by the REITs has been liberalized. 

 
11 September 2019 
 

To summarize, Government’s strategy to extract the growing land dividend is to not only push up the 
market values of land but also maximize rental yield from retail, commercial, and industrial properties 
through REITs. 
  
A. Pushing up the Market Value of Land 
  
To begin with, the Government is not only the policymaker but also the sole supplier and biggest 
developer of land. The State owns an estimated 90% of the 710 sq. km. of land the small city state has. 
To control land use, the Government adopts a dual approach of conducting land sale through open 
tender and of direct allocation based on needs of strategic projects. The agencies regulating land use 
are the Singapore Land Authority (SLA) and the Urban Redevelopment Authority (URA). 
  
For example, HDB and JTC buy state land at ‘market rates’ from the SLA to develop housing estates 
and industrial parks. URA, on the other hand, serves as the state’s agent to sell land for private use 
through public tender under the Sale of Sites programme, launched in 1967. 
  
The Government maintains that, because state land forms part of Singapore’s national reserves, it is 
critical that land is sold at a 'fair value'. The values of land ‘allocated’ to HDB, for example, are 
determined based on recent prices of resale flats. As for land sold through open tender for private use, 
a 'reserve price' is established for each site by the Chief Valuer, an officer at the Inland Revenue 
Authority of Singapore, based on recent transactions. The site is awarded as long as the bid does not fall 
below 85% of this figure. 
  
Critics point out that, by awarding land to the highest bidder, and refusing to sell when developers' 
bids fall below the reserve price, land prices are pushed up. Similarly, by using resale flat prices to 
derive a value for land set aside for new housing estates, the Government causes land cost, and hence 
also the BTO prices for new flats, to go up. Moreover, as the sole supplier of land, the State can also 
control prices by 'opening or closing the valve' in the land pipeline. Finally, the value of any given land 



PART VI SINGAPORE'S STATE RENTIERISM & ITS IMPACTS ON INEQUALITY 
Tan Meng Wah 

 

20 
www.tanmengwah.com 
tanmengwah@yahoo.com 

parcel is also affected by factors such as development charges, plot ratio and zoning, all of which are 
decided by SLA and URA. 
  
It is thus not surprising the Government bears the brunt of criticisms for the rapidly rising land costs. 
In fact, complaints of high land costs for both public and private housing and for industrial use were 
already emerging in early 2000s.[1]   

  
B. Maximize Rental Yields through REITs 
 
Beside complains about land costs, there have also been mounting concerns over high rentals for retail, 
commercial and industrial properties particularly after the debut of REITs in early 2002. Notably, the 
REIT industry has grown by leaps and bounds since then. 
  
The sterling performance of Singapore’s REITs was no doubt facilitated by the consistency of the 
industry’s high dividend payouts, liquid secondary market, low transaction costs and low leverage. 
These benefits helped to attract investors seeking not only higher yield but also safety associated with 
transparent, predictable markets with sustainable income profiles. Still, given Government’s 
domineering role in a tightly regulated Singapore, the impressive growth of the REITs could not have 
been possible without the blessings and active policy support from the Government. 
  
In fact, since the turn of the century, the Government has been actively promoting the growth of the 
industry with the objective of positioning Singapore as a global centre for REITs. As of July 2019, there 
are 40 REITs listed with the SGX. Of these, only 23 are S-REITs owning Singapore assets spreading across, 
retail, commercial, industrial, warehousing & logistics, hospitality, and healthcare sectors. (See table 
below. Note that some of these REITs own also overseas assets.)  
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Take the retail sector for example. All the major malls in Singapore are owned by a few REITs. 
CapitaLand Mall Trust (CMT) alone accounts for almost half the number of the malls. 

 
Note: The figure in bracket indicates the number of properties owned by the respective REITs. 
Sources: Figures are collated based on information available at the respective websites accessed in early September 2019. 

 

C. REITs Owning Properties Across the Whole Value Chain 
  
In fact, a closer look reveals that properties for the whole value chain (i.e. from storing of raw materials 
to production, to storing and distribution of finished goods, and finally to retail sales) are controlled by 
only a few institutional landlords (REITs). The table below shows the portfolio of assets (number of 
buildings) owned by retail, commercial, industrial and logistics REITs. Malls are dominated by CMT; 
industrial properties by Mapletree, Ascendas and ESR; and warehousing and logistics by Mapletree, 
Cache and Ascendas. 
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Note: 
REITs shaded blue are owned by CapitaLand Group. REITs shaded pink are owned by Mapletree Group. The figure in each cell 
indicates the number of a specific type of properties owned by the respective REITs 
*Ascendas REIT manages a total of 78 properties (comprising 5 Business and Science Park, 3 Integrated Development Amenities & 
Retail,  22 Hi-Specd Industrial, 27 Light Industrial,  and 21 Logistics) 
+ ESR-REIT manages a total of 57 properties (comprising 3 business parks, 7 high-specs industrial buildings, 36 general industrial 
buildings, and 11 warehouses/logistics hubs) 
^ AIMS AMP Capital Industrial REIT manages a total of 25 properties (comprising 1 business park, 5 light industrial buildings, 1 hi-tech 
building, 8 general industrial buildings, and 10 warehouses/logistics hubs) 
> OUE Commercial REIT: 3 of the properties are integrated developments combining commercial and retail activities. 
# Soilbuild Business Space REIT manages a total of 4 properties (comprising of 2 business parks and 2 industrial builds) 
@Sabana Shari’ah Compliant Industrial REIT manages a total of 18 properties (comprising of 6 hi-tech buildings, 4 general industrial 
buildings, 2 chemical storage facilities, and 6 warehouses/logistics hubs) 
Sources: Figures are collated based on information available at the respective websites accessed in early September 2019. 
  
The concentration of ownership gives these few REITs excessive pricing power. Moreover, 
because REITs control properties at every link of the value chain, the impact of high rentals is 
felt across the entire economy. 
  
To put simply, Singapore has evolved into a rent-seeking economy over the last 2 decades to benefit 
landlords, particularly REITs, disproportionately. The rise of institutional landlords with unrestrained 
pricing power therefore cannot be a good thing for the city-state’s long term socioeconomic 
development. The high business costs have rendered our SMEs uncompetitive externally and made 
our overall economy less nimble and vibrant. Our efforts to restructure our economy since the turn of 
the century have basically stalled. 
  
The concentration of ownership and the excessive pricing powers of the REITs also bring to fore the 
question of whether REITs are monopolies exhibiting inequitable competitive behaviours. 

 
D. Whose Job to Keep REITs in Check? 
  
The agency tasked to ensure fair competition is the Competition Commission of Singapore (CCS) which 
was established only in 2005. Its job is to look into the industry structure, government regulations and 
commercial practices to prevent concentration of market power that may hamper or distort 
competition. In 2013, despite feedback from the business community over sharp increases in industrial 
property prices and rentals due to the growing presence of REITs as well as private property players’ 
acquisitions of industrial properties that were previously owned by JTC, CCS ruled that rents and 
prices of industrial properties in Singapore had not been “moving out of tandem, and that there was no 
evidence of abnormal rent or price increases arising from anti-competitive practices”. At the same time, 
CCS also did not find any single player, or group of players collectively dominating the industrial 
property market. Neither did it find that the acquisitions of JTC assets by private players resulted in a 
substantial lessening of competition in the industrial property market in Singapore.[1] 
  
We have the National Wage Council (NWC) to recommend and put a lid on increases in wages which, 
to begin with, have already been depressed by the influx of low-cost foreign workers. But we have no 
similar government agency to control increases in rents. As a result, while wages for workers are 
systematically depressed with the influx of foreign workers, the setting of rents by the REITs has been 
liberalized. 
  
Typically, it is the job of the governments to curtail rent-seeking activities. In the US, for example, 
antitrust legislations have been put in place since the Progressive Era (from 1890s to 1920s) when big 
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wigs like John Rockefeller, JP Morgan and Andrew Carnegie, collectively known as the “robber barons”, 
dominated the industries and pursued unethical and unfair business practices aimed at eliminating 
competition and extracting extraordinary profits. These legislations are still actively in force today. As of 
June 2019, the US justice Department was still conducting inquiry into the anti-competitive market 
behaviours of Amazon, Apple, Google and Facebook. 
  
The problem in the case of Singapore is that there are REITs either partly owned by Temasek or are 
government-linked companies (GLCs) such Keppel Land and SPH. Temasek, for example, owns 40.37% 
of the CapitaLand Group as of end of 2018. The Government therefore has a vested interest as not only 
the policymakers and regulators but also capital owners (through the sovereign funds) and business 
owners (through the GLCs and their webs of subsidiaries). 
  
After six decades of uninterrupted rule with hardly any opposition, the ruling party now has extensive 
vested interest entrenched in many areas of the Singapore’s economy. 
  
This begets the question that if the rent-seeker is the Government, who then is to keep the 
Government in check? 
 

https://www.tanmengwah.com/elements-of-govt-land-dividend-extr  
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07 Policies Supporting Government’s Land 
Dividend  Extraction Strategy 

 
The truth is that the increase in population is more to facilitate the extraction of land 
dividend. The bigger population helps to provide the needed traffic volume for the MRT 
network and the malls; to fill up job vacancies in the low value-add labour intensive 
domestic services sector; and to depress wages in the lower and middle rungs. Today, 
Singapore not only has a burgeoning gig economy but is also one of the few developed 
countries without a minimum wage because of the absence of an independent union 
movement. Meanwhile, prices are surging, public services standards are slipping and 
infrastructure is buckling under the strain of overcrowding. 

 
11 September 2019 
 
Two areas of public policy are critical to the success of Government’s land dividend strategy: MRT-
centric public transport policy and population policy. 
 
A. REITs Benefitting from a Comprehensive MRT-centric Transportation 

Network 
  
Before wealth can be extracted from the rising land value through the REITs, it must first be generated 
and enhanced. One of the most important wealth generation tools is the construction of mass rapid 
transit (MRT) system. Where the MRT stops, the value of land and properties rises. 
  
For the REITs, having a mall co-located with a MRT station is particularly important because of the 
human traffic the trains bring. The higher the human traffic, the higher is the rental REITs can charge 
their tenants. 
 
CapitaLand Mall Trust (CMT) REIT’s Portfolio as at 31 December 2018 

 
Source: Extracted from CMT’s website in September 2019 
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Singapore’s urban design today is such that every town centre has one or more ritzy shopping malls co-
located with a transport hub providing MRT and bus services for their residents. The town centre 
serves as a confluence point through when residents go about their daily activities. While transiting 
through the town-centre malls, they may also dine, pick up groceries or run errands before going home. 
During weekends, the town-centre mall is often also where families converge. Alternatively, residents 
may choose to travel out of town to megamalls such as VivoCity and Jewel for a wider range of 
shopping, dining and entertainment options. In short, the mall is the center of modern living in 
Singapore. All the 15 malls owned by CapitaLand Mall Trust (CMT), for example, are co-located with a 
MRT station as the figure above shows. 
  
Likewise, commercial and industrial properties owned by REITs such as Ascendas are also located near 
a MRT station to ease workers’ daily commute. Warehouses and logistics hubs, on the other hand, are 
situated alongside expressways to provide convenience access for trucks. The figure below shows the 
locations of business and industrial parks as well as warehouses and logistic hubs of Ascendas REIT, also 
owned by CapitaLand Group. 
 
Ascendas REIT’s Portfolio as at 31 Mar 2019 

 
Source: Extracted from Ascendas’ website. 
 
In the end, the MRT system brings convenience to the commuters but the new wealth generated is 
really extracted only by the MRT operators that manage it; the REITs that own the various retail, 
commercial and industrial properties; and the Government who owns the land and some of the REITs. 
  
The costs of constructing the MRT system, on the other hand, are fully borne by the 
Government (hence taxpayers) while the costs of operating the MRT system are borne 
by commuters (who are also taxpayers). 
  
In effect, the arrangement guarantees both the MRT operators and retail REITs a handsome 
profit.  Before the frequent train breakdowns, the SMRT positioned itself more as a rent collector than 
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as a train operator. The appointment of a retail-industry veteran as the first CEO to run the train 
company is a reflection of that rent-seeking mentality which distracted the company from investing in 
the maintenance and upkeep of the system. As the system became strained by the influx of population, 
the neglect led to the frequent train breakdowns and disruptions. Yet a case is being made now to 
increase fares to help MRT operators allay the costs of providing a reliable train service, which should 
have been the train operators’ primary operating goal to begin with.  

  
B. Rising Population to Sustain the Malls and MRT 
The construction of more malls and MRT lines is only half the picture. The other half is the traffic 
volume needed to generate revenue. To turn in a profit, MRT operators need to have sufficient 
ridership every day to generate enough revenue. Likewise, malls need high human traffic to justify the 
premium rentals charged to the tenants. 
  
The implication therefore is that the more malls and MRT lines Singapore has, the bigger will be the 
population needed to sustain them. 
  
Indeed, Singapore’s population has been growing in line with the increase in supply of retail space and 
the expansion of the MRT network. Take retail space for instance. Between 2004 and 2011, while the 
shopping floor space supply grew from 43.8 million sq ft to 55.7 million sq ft, the population increased 
also in tandem from 4.16 million in 2004 to 5.2 million in 2011. This works out to only a slight increase 
in shopping space per person from 10.5 sq ft to 10.7 sq ft.[1] 
 

Shopping Space per person (2004 - 2011) 

 
Source: Extracted from Bobby Jayaraman. (2012).. Pg 77. 

 
Population growth is therefore the most critical support policy the Government implemented to 
ensure the success of its land-dividend extraction strategy. 
  
Hence, even though Singapore has built more MRT lines and the island is full of malls over the past two 
decades, both the trains and the malls are brimming with human traffic. Singapore’s population 
continued to grow despite the fact that economic growth was slowing down from an average of 8% in 
the past to the current 1% - 2% even in good years. In short, the economy is now achieving low-quality 
slow growth by increasing numbers. 
  
Moreover, it also means that with more mega-development projects and new MRT lines in the 
pipeline, Singapore will need to further increase its population in the coming decades. 
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In 2013, the Government’s Population White Paper ‘projected’ that, by 2030, Singapore’s population 
would increase by about another 2 million to 6.9 million. In unofficial channels, there was chattering 
that Singapore could comfortably house 10 million. There were even talks, in closed-door discussions, 
about Singapore’s ability to accommodate 20 million by increasing the intensity of housing its resident 
through innovative architectural designs. 
  
The low total fertility rate (TFR) has often been cited as the reason for the need to increase population. 
But even though our population has doubled over the past decades, our primary schools are closing, 
secondary schools as well as junior colleges are merging, polytechnics are streamlining their 
programmes while the army also sees a declining intake of new recruits. Meanwhile, our TFR has fallen 
to an historic low of 1.14 in 2018. The increase in migrant population has not resulted in higher fertility 
rate or stopped the trend of ageing population. 
  
In other words, we are not bringing in the right people to address the problem of ageing population as 
claimed by the Government. Over the next 2 – 3 decades, the new residents today will also age and the 
future government will be faced with an even bigger fiscal burden of taking care of a bigger ageing 
population. The current Government is basically generating wealth today at the expense of future 
generations. 

 
C. Singapore’s Scheme of “Ponzi Demography” 
The truth is that the increase in population is more to facilitate the extraction of land dividend. The 
bigger population helps to provide the needed traffic volume for the MRT network and the malls; to fill 
up job vacancies in the low value-add labour intensive domestic services sector; and to depress 
wages in the lower and middle rungs. 
  
In the end, the rising rentals and land costs amid stagnating wages and declining business profitability 
mean that the economic pie has been re-sliced to benefit the Government (i.e. as land, capital and 
business owner) and the REITs (i.e. as capital owners) at the expense of SMEs and workers.  
 
Today, Singapore not only has a burgeoning gig economy but is also one of the few developed 
countries without a minimum wage because of the absence of an independent union movement. 
Meanwhile, prices are surging, public services standards are slipping and infrastructure is 
buckling under the strain of overcrowding. 
  
Singapore is ranked as the most liveable city for Asian expats according to a survey by human 
resources consultancy ECA International.[2] But for the masses in general, Singapore is only the 40th 
most liveable city in the world, even behind Hong Kong (Note though that the 2019 index overlooked 
the recent political unrest there) according to Economist Intelligence Unit’s 2019 Global Liveability 
Index.[3] Tellingly, other studies also reveal equally less appealing non-material wellbeing of living in 
Singapore. The Cities for the Best Work-Life Balance 2019 study, for example, ranks Singapore as 
the second most overworked city. The 2018 World Happiness Report, on the other hand, ranked the 
city-state 34th in happiness level. 
  
Former United Nations demographer, Joseph Chamie, calls Singapore’s population policy “Ponzi 
demography” which posits that what governments do with having more and more people is the human 
equivalent of what Bernard Madoff did with money:[4] 
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“The human-pyramid scheme works like this: Population growth, either through births 
or immigration, boosts demand for goods and services, increases borrowing, boosts tax 
revenue and adds to corporate profits. Everything seems grand and leaders take a bow. 
It’s a bubble, though, and it eventually bursts when population growth stalls. Incomes 
top out, high debt crushes consumption and investment, the need for public assistance 
rises, environmental degradation increases and angry people take to the streets. As 
households are left to pick up the tab once Ponzi demography runs its course, 
government leaders issue dire warnings about economic decline if the flow of fresh 
talent stops.” 

 
This is not unique to Singapore. It is a sad story that is happening all around the world particularly in 
countries (particularly in Hong Kong) where inequality is high because of systemic rent-seeking that 
benefits capital and asset owners disproportionately. The only difference in the case of Singapore is 
that the rent-seeker is the Government, who is not only the policymaker and regulator but also the 
biggest capital and business owner. 
  
Again, the question is that if the rent-seeker is the Government, who then is to keep the Government 
in check? 
 
 
https://www.tanmengwah.com/policies-supporting-govt-land-divid 
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