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SingPost
well-placed
after reform
Its pragmatic approach to introducing
changes serves as role model of
deregulation for the rest of the world
By KAI-ALEXANDER SCHLEVOGT

ANY leaders
believe that
revolution is the
only strategy for
managing change.
In contrast, the
incrementalM reforms of the

postal sector in Singapore can serve as a
role model of industry transformation for
the rest of the world.

The liberalisation of basic mail services
does not only benefit the incumbent and
customers, but also fosters a converging
service landscape with living space for
many players.

Singapore Post, which held the
monopoly on basic mail services, is
well-positioned to weather deregulation.
The company, whose free floating stock
accounts for 75 per cent, earned a sterling
reputation in the financial community.
Since its debut on the stock market on
May 13, 2003, the share price has
doubled.

Outpacing the economy at large, it grew
at an annualised rate of over 18 per cent.
The policy change was long ago known to
investors who have already incorporated
this information into its share price.
Besides, liberalisation does not
automatically spur competition. You need
to read the fine print of government
regulation and examine strategic issues.
SingPost will continue to enjoy exclusive
rights: For the time being, it will retain the
master key for all letterboxes in Singapore,
such as those installed in HDB housing.

New entrants either have to piggy-back
on the incumbent for a fee or deliver mail
door-to-door, which is more expensive
than using letterboxes. Competitors will
thus be at the mercy of the regulator and
SingPost. As in many other countries, the
incumbent will also keep the monopoly on
issuing stamps. What is more, SingPost has
made many pre-emptive investments in
resources: It has a household brand name,
vast distribution network, large customer
base and significant free cash flow, which
can be used to fuel expansion. It will be
very difficult for new entrants to build up
similar resources from scratch quickly.
Besides, in a small island-nation such as
Singapore, there is not much room for a
large number of competitors in basic mail.

For the time being, SingPost can only
hurt itself. To start with, it should behave
in a very generous way towards new
entrants, welcoming competitors into the
market. It must refrain from lobbying the
government to keep restrictions in place
and impose high fees on others for using its
services.

This is counter-intuitive. But the
experience in Germany, for example,
shows that incumbents will eventually be
punished for defensive behaviour. Once a
country has started on the road of
liberalisation, customers will not tolerate
the imposition of a monopoly for long.
Eventually, the incumbent will be forced to
change its ways.

To avoid self-inflicted harm, SingPost
managers should also imagine they are
high achievers thinking about their career.
Those would ask themselves: What am I
really good at and how can I use these skills
in the best way? Rapid inorganic growth
through mergers and acquisition can be
hazardous. In most cases, it is advisable to

start with a strategic alliance. If it turns out
to be successful, it can later be transformed
into equity investment.

There is a graveyard of failed deals,
partly because of the winner’s curse.
Companies often pay too much to acquire a
target. Secondly, problems with
post-merger integration abound. Few
companies can rival the software giant
Oracle Corporation, which has put in place
a standard business model to absorb
acquisitions effectively. It moves the
employees of the acquired company
quickly to different parts of its own
business and thus eliminates the target’s
identity.

Liberalisation will also benefit
consumers. Let me first dispel what may be
called the ‘‘myth of the lazy monopolist’’.
Despite its exclusive powers in basic mail
services, SingPost has never been a
one-trick pony. On the contrary, it proved
to be quite innovative and delivered real
value to customers. One example is vPost:
An individual living in Singapore can order
items from e-merchants in the US or
Japan, even if those do not serve overseas
customers.

The customer simply uses the address
of SingPost’s shipping centre in one of the
two countries. After receipt of the goods, it
will forward them to Singapore at a lower
rate than the foreign vendors.

Looking forward, I do not envision
dramatic postal rate cuts in the immediate
future. Firstly, rates are already quite low
compared to other industrialised nations.
It is not surprising that the government
decided to lift rates at the end of 2006.
Secondly, the remaining monopolistic
powers in terms of regulation and strategic
assets will enable SingPost to keep rates
and margins high. Even if rates were
slightly cut, this would only represent a
reversal of the previous hike.

But there is good news: The
government will ensure that service and
convenience levels will be maintained.
Postal service providers will be obliged to
keep a minimum number of mailboxes, for
example. This contrasts with the situation
in Germany. After postal reforms, the
incumbent Deutsche Post cut the number
of mailboxes dramatically. In some
villages, there are only a few boxes left.
This hits the old and weak in particular.
Elderly ladies need to ask the postman to
deliver outgoing letters to the next post
office!

Besides, individual and business
customers alike will profit from new
products. For example, Swiss Post
International plans to introduce
‘‘time-definite delivery’’, such as
guaranteed overnight delivery, at low
rates. There might also be innovative
services such as better offerings in
e-commerce, which is notoriously weak in
mall-crazy Singapore.

The reforms will also spur the
development of a vibrant service industry,
offering opportunities for many players. I
predict that most industry growth will
come from innovation, unleashed by a
step-by-step opening of the postal sector.
We will see an amazing convergence of
different industries populated by very
different companies. As a result, we will no
longer speak about the postal sector in
isolation, but a networked industry,
including mail delivery, logistics, financial
transaction, e-commerce, and many other
businesses.

Discontinuous technological change,
such as the advent of the Internet, will spur
industry transformation in a healthy way.
Here is an analogy: When electric light was
introduced, candle makers went almost
out of business. That is creative destruction
brought about by innovation. You cannot
do much about it. It would not have made
sense for candle makers to stage a
revolution.

E-mails cannot completely replace
letters, especially when companies need to
send original documents. The express
delivery segment is growing. Business
correspondence accounts for almost 95 per
cent of Singapore’s total domestic mail,
which will also prove quite resilient.
Traditional postal players may even
reposition the letter, similar to the revival
of the candle.

Why not market handwritten letters as
a way to rise above the noise level created
by e-mail? Because of its rarity, such a
letter will surely draw more attention than
an e-mail. Industry players may even
leverage revolutionary new technologies.
One exciting development is Radio
Frequency Identification (RFID). With the
prices of smart tags declining, potential
applications widen steadily.

As part of its Future Store Initiative,
Metro Group, the third largest commercial
company in the world, has successfully
exploited RFID to revolutionise its entire
supply chain. RFID could be used to
streamline postal distribution, which
would generate tremendous savings. It
would also facilitate better tracking of mail.

Why not even convert traditional
stamps into smart tags that contain files
such as video and sound? Then you can
comfortably send electronic information
together with your snail mail.

Liberalisation of postal services forms
part of a larger trend in Asia. The Hong
Kong Post Office was transformed into a
trading fund and Australia Post grew into a
diversified company. The quest for
innovation and efficiency improvements is
an overarching theme driving
liberalisation movements. Besides, each
country has its idiosyncrasies.

In Hong Kong, the government wanted
to free the post office from many
bureaucratic constraints, so that it could
act as a normal business. Australia Post
pursued the objective of transforming itself

into a supply logistics powerhouse, which
combines old economy and new economy
business.

Likewise, the Singapore government
does not unleash reforms to follow fashion,
but because it performed a thorough
cost-benefit analysis and decided that the
new policies can lead to real
improvements. Especially in a highly
visible sector that affects the life of every
citizen, its tested approach of initiating
change from a position of strength and
‘‘crossing the river by feeling for the
stones’’, including continuous consultation
with the public, might well serve as an
example for other governments that move
too quickly.

The experience shows that a pragmatic
fact-based approach can be more effective
than the revolutions introduced by
ideologues who believe in the supreme
virtue of unbridled market forces
everywhere.

The author, a former professor at Peking
University and McKinsey & Co Consultant,

is Visiting Associate Professor in the
Department of Business Policy at the

National University of Singapore Business
School. His e-mail is:

schlevogt@schlevogt.com

SIAS should
support Laxey’s
call for UIS EGM
THE Securities Investors’ Association of Singapore (SIAS)
has urged shareholders to refrain from calling EGMs as it
deems this drastic (‘‘SIAS proposes informal tribunal for
disputes’’, BT, March 10). I am baffled by this call, espe-
cially with the recent success by Isetan’s minority share-
holders.

For many years, Isetan’s minority shareholders have
been asking the company to use up its tax credits. They
resorted to an extraordinary general meeting after mak-
ing no headway, and this was well publicised. Did SIAS
dissuade them from taking such drastic action? If there
was no EGM, would Isetan have given in?

On March 8, Laxey Partnership wrote to UIS for an
EGM to consider measures to realise the true value of the
closed-end fund. The issue of closed-end funds trading
well below their net asset values is common knowledge.
Many years ago, three other closed-end funds — GSI,
Harimau and OUS — decided on liquidation to realise full
value. However, UIS has not followed suit, much to the
dismay of minority shareholders.

It is reasonable to assume that Laxey must have con-
sidered all options and decided to bring the matter into
the open. What is the position of SIAS on Laxey’s call for
an EGM?

Chia Hui Ping, Singapore

Managers,
why remain
dissatisfied?
I REFER to your article ‘‘Most middle managers here dis-
satisfied’’ (BT, March 9).

In addition to asking what companies are doing about
their middle managers’ general lack of satisfaction, it is
also apt to ask middle managers: ‘‘So, what are you doing
to reduce/eradicate this feeling of dissatisfaction?’’

As a leadership coach, I work with both top manage-
ment and middle managers on the ‘‘fast track’’, that is,
those who have the potential to move up to leadership
roles and are familiar with some of their thought process-
es. What I would like to see change is simply this — that
more middle managers take ownership of their own ca-
reer and personal development rather than leave it to
management, hoping they will be ‘‘taken care of’’; and
for management to coach their subordinates to solve
their own problems rather than wait to be told what to
do.

Worrying about job security is not going to make it go
away, and it is definitely not solely the boss’s job to help
alleviate the sense of insecurity or solve home challenges.

Given the demanding business world, it is imperative
that organisations operate at an optimum level when it
comes to available resources. Optimising the potential of
your human resources is surely one of the ways forward
for organisations.

Rather than remain ‘‘dissatisfied’’, it could be more
appropriate if middle managers try to do something
about the issues themselves. Looking for another job may
or may not be the best solution. Most times, it is not.

Paul Heng
NeXT Corporate Coaching Services

A member of the NeXT Career Consulting
Group, Asia

Turn to Tolstoy for some answers
By RORY STEWART

OLITICIANS have taken
to publicising ‘‘reading
lists’’. President Bush,
we were told, last sum-P mer was to read a comic

historical novel on the first Af-
ghan war and Camus’ T he
Stranger. The Tory members of
the British Parliament were is-
sued weighty books on Middle
Eastern politics. But why is no
one reading Tolstoy’s novel H adji
Murad?

Tolstoy served as a soldier in
the Russian campaign in the Cau-
casus in 1851, which was pres-
ented as a mission to bring mod-
ern government and economic
growth to a medieval Muslim
state. It was resisted by a bloody
jihad, one of whose leaders, Hadji
Murad, kidnapped widows, anni-
hilated Russian columns, execut-
ed 26 prisoners and twice joined
and then defected from the Rus-
sian administration.

In a letter at the time to his
brother, Tolstoy described Hadji

Murad’s actions as ‘‘base’’. Fifty
years later, after having espoused
non-violence and apparently giv-
en up on writing novels, Tolstoy
decided to make this warlord the
centre of one of the great portraits
of violent occupation.

The action is driven by igno-
rance and corrosive bureaucracy.
The occupiers are isolated: living
in a barracks, being rocketed at
night and encountering the local
population only through raids on
villages and sudden ambushes.
The tactics switch at whim, the
strategy is destabilised by politi-
cal rivalries.

But the local population is
equally fractured and confused.
The Chechen leader of the resis-
tance ‘‘had declared his cam-
paign victorious but knew it had
been a failure, that many Chech-
en villages had been burned and
devastated and that the fickle,
frivolous Chechens were vacillat-
ing, and those of whom were
nearest to the Russians were
ready to secede’’.

Tolstoy stubbornly records de-
tails inside Russian camps and,
transcendentally (for he was as
isolated as any soldier in a foreign
land), inside Chechen homes. He
opens the novel with the smell of
the dung-fed fire in a mud hut,
where Hadji Murad is preparing
his defection. The conversation
has nothing to do with money or
grand theories of progress. In-
stead, quick sparks of sentiment
and honour flicker out of the ritu-
als of greeting, eating and
prayers.

This empathy allows Tolstoy to
catch the generosity and joy in
battle of a young Russian officer
attacking a village, but also the
burned house and the bayoneted
boy. Tolstoy shows how, in the
fine texture of the local resis-
tance, self-interest can blend with
honour, fury and religion in ‘‘a
natural instinct akin to the in-
stinct of self-preservation’’.

In the simplest interaction be-
tween the two sides, different
world-views shimmer around the

language of the interpreters.
Hadji Murad is asked whether he
liked the capital, Tiflis:

‘‘Alya, he replied.
He says, ‘Yes,’ said the inter-

preter.
And what did he like best

there?
Hadji Murad said something in

reply.
‘He liked the theatre best.’
Well, and did he like the vice-

roy’s ball?
Hadji Murad frowned. ‘Every

tribe has its customs. Our women
do not dress so,’ he said.’’

The occupiers and occupied
both despise and mimic each oth-
er. Hadji Murad delights i  n a
modern chiming clock and uses it
to time his prayers. The Russian
officer dresses like a Chechen.
The different national honour
codes drive fights but also recon-
ciliations; greed and nobility com-
bine in a single exchange. Hadji
Murad presents a sword as an al-
most contemptuous gesture to a
Russian; the recipient examines

it to see if it is a fake.
After 50 years of reflection,

Tolstoy no longer considers Hadji
Murad ‘‘base’’ or even glamor-
ous. He ignores Hadji Murad’s
youthful adventures and begins
with his defection as a middle-
aged man, negotiating with spies
for the release of his family and
vainly petitioning the bureaucra-
cy. In the viceroy’s palace, crowds
of Russians gaze at Hadji Murad,
but he disdains to look back. Tol-
stoy, who is normally judgmental,
hardly explores the character of
Hadji Murad. Instead, he main-
tains a respectful distance, con-
cluding perhaps that it is not his
place to judge. What Tolstoy rec-
ognises, and what ultimately
makes this the great portrait of
occupation, is Hadji Murad’s au-
tonomy. — NYT

Rory Stewart’s latest book is ‘The
Prince of the Marshes and Other
Occupational Hazards of a Year
in Iraq’. He runs the Turquoise

Mountain Foundation in Kabul.

SingPost, which held
the monopoly on basic
mail services, is
well-positioned to
weather deregulation.
The company has
earned a sterling
reputation in the
financial community.
Since its debut on the
stock market on
May 13, 2003, the share
price has doubled.
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