
the FUTURE

For industry observers, it is evident that the postal industry has changed dramatically
over this past decade and that it will continue to change over the next, It is also true
that many operators have been successful in adapting their organisations to the new
reality and in actively pursuing novel strategies for growth.

Despite the digital challenges, paper has an impact and is’still a compelling medium.
Most informed analyses flow talk about integrating the digital afid the physical,
ifl order to maximise the beflefits from each, and the postal industry is certainly
ina unique position to beat the heart of this integration. The contributiofis ifl
this book, the second In The Future is Ifl the Post series, outline the nature of the
transformation ifl the postal industry, and emphasise the role oftechnology.

The Future ‘sin the Post!! is intefided to provide managers, suppliers, customers,
policy-makers afid politiciafis, regulators, academics, afid in fact anyone with
an interest in the postal industry, with some insights into the challenges and
opportunities it is facifig, and how it is transforming itseif through the strategic
actions of its operators.

The main part of the book contains contributions from a diverse group of people
(afid organisations) ifivolved with the postal industry worldwide. Those very
experienced ifidustry professioflals discuss specific issues relating to transformation,
strategic deveiopments and optiofis for the postal industry. Their contributions offer
valuable insights for ali those interested in the future of the post.
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Foreword
Tony Pobn3on

Managing Director al UKIP Media and Events

As the organisers of Post-Expo, the biggest world postal industry event which began

in 1997, Wc have had the opportunity to witness the significant transformation that

has been going on in the postal sector during the last 14 years. When we started,

the world was just embarking on a quiet revolution that has since transfnrmed the

way we work and behave with ramifications fur the postal industries that have been

far reaching and at times unpredictable. The internet, the biggest single element

of the revolution, has been followed ciosely by changes that have been of huge

cultural signihcance including personal communications and online shupping.

Much of what Wc take fur granted now did noc exist when Wc launched PusrExpo,

inc]oding hand.he]d data tapture for parcel delivery and recorded mad and, for

consumers, the ability to track and trace parcels from devices in the comfort ufour

own homes. Within l’ust •Expo we have showcased the companies, technologies and

people driving these changes and enabled the industry to come together to sec and

discuss the outcome of invention and adaptatiun. Without dnubt for postal indostry

operators and suppliers these years have pruvided a roller coaster ride which still

continues to change and surprise.

Wc were particularl pleased to be assuciated with the first book published by

these authors, entitled Ilse Future is jo the Post — Perspectives on Straf egy in the

Postal Industry. The book Was launched at the 2010 PostÆxpo in Copenhagen and

has since been widely distributed and read thruoghuot the postal world. Tt has

generated usdol and important debate about strategic opportunities for businesses

in the industry and created a platfurm for discussiun amungst leaders and senior

managers of pustal operators tisemselves but also amungst suppliers, costomers,

regulators and many others with a stake-holding interest in the postal sector.
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THE FUTUP.E IS IN tHE POST

________

.

In view of the degree of change facing the industry and the resulting transformation

that is taking place. I am sure that this vulunw will be just as eagerly read os the

hrst. The descriptions and perspectives beth inform and challenge everyone who is

involved in the sector and who wants to ensure that it continues to be successful,

albeit in different ways than may have been imagined in the past.

I would strongly recommend this book to an)nne whn is serious about the

opportunities and challenges we ali face, as dere are ideas to be found here, lessons

that can be learnt and stimulating questions to think about. Ali the evidence from

this book and the cuntinuing success of Post-Expo as a leading showcase event

points to the fact that the transformation which is happening is successfully shaking

up and reinvigorating a traditional sector which is now increasing!y pushing otit in

new directions, findino ever more innovative deas, embractng new technologies

and steadily re4nventing “hat it means to be in business in the postal orld’

Preface
Chcnqinq WithoutLosing Ycurseif

Jean Paul Bailly

(bairman and (tO, Greupe La Poste, France

Fur a number of years the French post, like otlters around the world, has been facing

unprecedented challenges. notably in the mai! sector. These challenges have been

great in buth scope and irnpact, and intlode the accelerated growth of the digital

society, with the arcompanying physical substitutinn; the flnancial and economic

crisis; a crDw!ng cuncern for the en’ ironment; the opening up nf postal markets to

the forces of competition. and Su furch.

In 2001, the French mail market, ss hith generated over half the revenues of b

Poste, was liberalised ror letters over 100 grammes. Since )anoar I’ 2011, the

market has been completely and irreversibly upened op. Seven years is a short

period in the life of an organisation such at La Poste, whtse ruuts are se strongly

anchored in the history of the country. Yel, in Ihis shurt time) La Poste has managed

to transform itself, whilst remaining Ioyal to us own values and to the trust of its

customers which is its most precious asset.

What Lo Poste has accomplished in recent years is nothing short of exceptinnal.

\Xith Cap Q,alitc Courric,; the company launthed the biggest programme nf

industrial modernisation the country has ever known, renewing ts economic

perfbrmance. developing custumer satisfattion, and sustainahly improving the

work place. The programme cust of El-I billion was entirely self-financed. Cap

Qoollté Courrier allowed L.a Poste to raise the quality of service and move from

less than 70% successfu! priurity mai! (next day) delivery in 2002 to over 65% in the

first months sf2011.

lue three ocher major business areas of the Groupe La Poste have been thruugh
similar transformations.

I
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b the area of parcels and express. the group has consolidated its Ieadership

position. budt a pan-European network with GeoPost, and innovated to exploit

the new opportunities created by the rise in e-commerce. In the area of financial

services, years of hard svork and patience paid off when, in 2005, La Poste received

green light to create b Banque Postale, which rapidly occupied an impnrtant space

in retail banking. La Banque Possale has positioned itself asa bank onlike an>’ other,

with a focus on giving customers what the>’ vanc: professionalism, efficiency and

cost-effectiveness, but with special touches derived from the Group’s established

values, soch as proximity, accessibibily and openness. ‘lite recent ec000mic crisis

vabidated this business model based on simplicity and transparency to the customer

as well as safety and continuity.

[inally, the postal retail netwnrk, made op of 17.000 post oflices and partner

points of sale, entirely modernised its locations, becoming truly weicoming service

centres, with faster, more practical, services. Post olflces have been remndelled with

the aim of rnaking every customer fed mon’ weltome, and guiding the customer

more dean>’ to the right ensployee and service. Above ali. because this is a priority

fur the customer, everything has been done to minimise seaiting times, with the

result that waiting times have been halved in remodelled post olfices.

La Poste is transforming itseif iii every activity and in every place in which it

operates. For sure the company has changed a bt. It has modernised, and adapted

itseif in response to changing customer demands. However, ja bt remains to be done

to pursue the modernisation in mai1, to continue developments in other business

areas, to innovate more bruadly in order to identify new areas of growth, and to

iniprove survices. i[iciuding multichannel serekes. Lo order to athieve this, La Poste

was corporatised in early 2010. Its new status as a public limited company (sociétd

anonyme) with 100% publlciy owned sliares allowed it to raise €17 billion from the

state and Caisse des Dpåts, a government-owned ftnanciai institution and long

term investor serving general interest and ecunomic devebopment.

Ali these chalienges are stimulating to the company and encourage the creation of

new pustal solutions, products and services to better meet the needs ofcustomers.

Te recently baunched an ambitioos plan called “2015 Let’s Reinvont Mail”, to create

new services iii the Frenuh and European spaces despite falling volumes. Thanks to

the industrial revolution undertaken ira the area of mail La Poste is in a position to

offer more innovative and indiidualised solutions to ts clients, at well as higher

added value. La Poste can thus offer unprecedented value to both individua Is and

businesses, thanks to the important gains in pruductivity and quality of service.

By developing jo the way it has, permanently innovating and iooking for

tomplementarities with the internet, the La Poste mail sector stili has a positive

futurt’ to which it can look forward. Our ambitiun is for mail to becume the chosen

medium for our customers and partners: efticient and cumpetitive, trustworthy and

sustainable,

——

____________

POtFACE xiii

.4 few years ago, b Poste may seem to have had its back against the ss-ali, fated
with the impending Iiberahsation of mail and the rapid growth of the internet,

long viewed as a competitor to its servkes, but the company has managed, like

never before, to champion major modernisation programmes and to transform

itseif without neglecting its roots or bosing itself. Now more than ever, the future
is jo La Poste!

xii BIF FOTuE 5 !N TIE POST VOL II
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CHAPTER ONE
Introduction and Overvew ofContents

Knstian i. Sund and Deek Osborn

We often hear clichés about change, such as: ‘the only constant is change”’, nr

“the world is changing mure rapidly than ever’Ç the truth, however, is that change
is nothing new — it has ahays been a part of human life. So, why are we still
astonished when things change? Perhaps because, deep down, we are creatures of
comfort and habit, and habits are inevitably upset when the world around us boks

little ditTerent each day. Faced with change we can either retreat deeper into our
old habits, refusing to play along with the new, or we can choose to ahandon the
old habits fijr new enes, In a nutshell, this is what industrial and organisational
transformation is al! about: changes in the environment forcing organisations to
adapt, either sluw!y or rapidly, successfully [jr unsuccessfully.

Over time, organisations develop strategies, routines and processes, and encourage
members of the organisation to folbow these closely. Yet the outside environment,
cnmposed of customers, supplien, competitors, regulators and so forth, does net stand
stil!. Laws and regulations change over time, as do customer needs, suppliers’ products
and services, and competitors’ products and prices. An organisation that !àils to adapt
its own way of doing business over time may find itself in a situation of strategic drift
— where ts products and services, processes and routinej, as webb as more generalby its
internab organisation, are no bonger fit for purpose. Customers move to new suppliers
and solutions, and ultimately the organisation finds itself in decline.

This scenario has been played out again and again in a large number of industries,
Past success only makes the problem worse, as the organisation may blame sudden
dec!ine on short-term problems, rather than concede the deeper mismatch between
itself and its changing environment. In the 1980s IBM, which for decades had been

A qaote accredited to [he Greck pisilosopher Heracli[us (c.53S DC — 175 DC)

_________i
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the market leader in mainframe cnlnuuting, was broutzht to its knees when the
personal computer took off. to the words ol Robert Heller, author of the 1991 book
ilse Frue qf IBM:

“What happened with lB\l was particularly marked because the company
had been so phenomenally successful. As a result, it was impossible for
people whn had grown op to the system to understand that it did n’t work any
more. ln entirely new circumstances that were cllanging very rapidly, they
attempted to fluluw the uld policies that were no longer effective.”

Another more recent exampic is Palm. LntiI ten years ago, Palm was the ondisputed
rader ol the PDA (personal digital assistant) market, but the firm largely missed the

mobile smart-phone trend. Prior to Appie’s successfu) launch uf the iPhone lrs 2007,
the then CEO of Palm, Ed Colligan said:

“Weve learned and struegled for a few years here figoring out how to make
a decent phone. PC guys are not going to just figure this eet. Thev’rc nnt
going to just walk in’

Yet that was exactly what happened, with Apple’s iPhone and RIM’s BlackBerry
going en to dominate the smart-phone market,

Transformational Change in the Postal Industry
For a variety of reasons. over the past decade the postal industry sas been
undergoing rapid tran.sformation. On the tcchnolugv side the main drivers of
change have inciuded the rapid growth of the internet, which has resulted in
digital substitution for much uf the plsysical mail. A kev concern is that today the
industry cuntinues to face the challenges of this digital substitution, with gradoally
declining mail volumes in many countries around the world. The recent global
economic downturn only accentuated this decline and although we are nusv oot ol
that particular recession, there is no reasun tn believe that volumes will recover in
any significant way.

Having said this some areas, such as direct and hybrid mail may stil! hold a Int of
potential for postal operators. Digital convergence has seen direct mail hecome

2 Quused h ons Lloyd, B , “IBM: Dectine ur Resurrccti,,nr hla’zagniseiit Decision. yul 32 Nu d,1991. p. 5
3 Q.ncd fnsm Moick, C., ‘Isle, Esecutises Callins Ous iPhone’. trer,,uzinica.Çr I th April21)07, sec essed on 3r3 hne 201 I calilne.‘et iphone:2n07o4t);

an integral part ol the media mix. and electronic commerce has contributed to
healthy development in the trallic of parcels. Globahisation has led to continual

growth in global trade, which has henefited ali areas of logistirs. Finally, competition
and digitisation io financial services, along with the growth in world trade, has
strengthened thnse pnsts active in banking, finance and insurance.

Operators around the world have been inereasing their productivity by employing
state’of-the-art technoIogy for handling and sorting mai’, as well as for engaging with
customers. And new, following total Iiberaiisatinn of the European mail industry,
which handles over a quarter of the total nuinber ot mai) items in the world new
opportunities for internationalisation and growth have appeared. iherefore, some
opportunicies for revenue growth still exist les traditinnah product areas and markets.

It is against this background that some have predicted the “final curtain” for the
industry, er at kast for paperbased mail. Our cuntention in this book, as was the
case in our previous book’’, is that this view both over’simpIihes and misrepresents
the current situation. Yes, there are many challenges assuciated with industrial
change on the scale currently experienced by the postah industry, but there are
also many options and npportunities avaihabie to operators. This book, with its
cullection of cuntributions from leading figures in the industry, rellects some of the
diversity of perspectives on the transformation taking place in the industry.

I Transformation — a Strategic Imperative
No-one can deny that the pnstal industry is at a crossroads. The postal market in
the European Union was liberalised very recentiv, and as Wc stern governments
find themsehves jo a period ol record budget deficits and public debt, is appears
obvious that the pressure to privatise national operators can only increase. Five
European national operatnrs have already been fully or partially privatised, and
nearly ali have by now been turned into commercial prolitoriented entities. hus
puts operators in a new and dehc’ate situation, where adopting the right strategies
for future revenue and profit growth is at the forefront ol concerns. Status quo is
simply not good enoogh.

Many operators are using diversification strategies as a way of finding new growth
opportunities. Soine have been extremely successful in areas soch as finance,
logistics, or even telecotnmunications. it is therefore time that the strategic agenda

4 Sund K I. & Osborn, 0 (21)10) Eze Fut ure Is os the Post: Ptrspectii-es no Ssrntugy to the Posen!
Indsistry Faringdun: t.ibri Publishing

1
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muves awav from fucusing on doom-and-gloom scenarios, towards a mure positive
recognition of the strategic nppurtunities available to ali nperators. In 2010 WC

imited 17 postal experts and thoughi-leaders to share with us their strategic
perspectives en the postal industry. the result was a fint book which Wc titled i/ic

Fnturc is to the’ Post to emphasise that strategy is about planning fur the future and
about getting postal organisations excited about that future. Common to al! the
book’s contributors was that they held a firm belief that there is indeed a bright
future for the post. II was also recognised, however. that large-scale transformation
and adaptation continues to be inevitable.

There were in our opinion three key messages fitund in that hook, that we believe
can and should help guide strategic thinking in the global postal industry. Ali
quotes below are taken from that first book.

1. Make sure you have a clear strategy
A number of academic studies of strategy-making and of how strategy !inks to
husiness performance have indicated that having a clearly furmulated strategy
tends to matter more than the actual strategv itself. Having said this, there
arealso indications that in periods nf high oncertainty and change, the actual
ulsoice of strategy becomes more isnportant. Recent research condtieted by
Accenture on strategy jo the poscal industry suppcsrts th is view. According to
Susan Barton, Accenture Postal Industry [rad for Europe, Africa and Latin
America,

in 2006, our research highlighted that choice of strategv did not seem tube
major faccor b deterinining success: having strategic darity was sufficient.

In 2009, ‘se foond that strategic choite had becosne more important and,
indeed, fuur stratecic categories were e’ rging across the industry. In 2010.

discovered that choice of strategy was absolutely vital to success and
reflccted asa top priority among our league table of postal players achieving
high perfortnance.”

There may not always be a “right’ ‘r “wrong” sirategy, but there is definitely always
a reed for a clearlv articulated strategy. Having no clcar strategy is the worst
position of ali.

In terms of strateuv, kev questions inciude:

Will Wc focus on our core bosiness nr move into new art’as? and:

Diversification can be achieved both nationaHy and internationaliv, and increasinglv

sse sec operators going beyond their national borders.

Grossly speaking there are four t>pes of piayers in Lerms of internationalisation

and diversification. Firstly, there are the traditional operators that have chosen

to focus on thcir home market, with existing products. Secondly, there are those

operators that have stayed within their borders but have diversified theinselves away

from the core business, providing new services to the customer, such as flnancial

services for example. Among the players having internationalised themselves, we

find those that have a regional focus, typically moving directly across their borders

into neighbouring countries, but we also find the truly global players, although

these are relatively few.

2. Diversify to capture opportunities
Faced nat just with the threat of stagnating revenue growth in traditional mail

markets, but also with the great opportunities offered to posts that can successfully

• leverage their existing capabilities and resources, including the very trusted postal

brand, a growing nusnber of traditional operators hase looked for new business

• areas into which they can successfully diversify their organisations. The typical

capabilities that are leveraged iii such diversifications include the trusted postal

- brand, the extensive post office (retail) networks scill found in man> countries, the

logistics know-how, and others.

When determining what oppnrtunities to pursue, ii is ilear that uperators face

trade utfs, If you choose to move your busincss in one direcUon, ‘ou are likels to

cut off uther pussible alternatives. Opportunities thercflire hase to be examined

carefully. As Maxine O’Brien of KPMG puts it,

“A robustandwell-structuredapproach to opportunityassessment is required,
which enahies the effective comparison of ideas, an assessment of their
merits, and the appropriate allocation of time, money and other resources.

Opportunity assessment fundamentally involves a critical exploration of the

strencchs, weaknesses, opportunities and threats associated with particular
ideas and related business models.”

Some operators are exploring opportunities iii the digital domain. Fur example.

at the cruss-roads of the phvsical and digital, hybrid inail, althuugh mit new per

se, cuntinues to offer opportunities due to the particular ad’ antages of posts.

According to hybrid mail expert Jacob Johnsen,
\Vill we renmin within our home country er internationalise abroad?



Posts have a streng edge over any competitor. Even fc-service competitors
may have numerous electronic services, an offer that inciodes a physical
letter will oecd the post. ehther to bring a letter to the service nr b deliver

letter from de service. The post is the only pIa> er that has the abilit y to
mix physical and electronic services at its will, and be in charge of the entire
deli ery chain7

Diversificatien does not necessarily have to be strongly related to the core bosiness
of mail nr parcel delivert As Stefano Gori. Head of International Business Strategs’
nf Poste Italiane says,

“Diversitication into sectors that are considered to be matore, saturated er
highly competitive is not necessarily a bad idea. For example, “ho would
think that in Switzerland there woold be a market for anottier financial
institution like Swiss Post financial services, ur in a country like [taly, that it
was possible to enrer a satumted and highly competitive marker like mobile
telephony and acquire t,600,000 customers in two years?

3. Remain Relevant to the Customer
Essential to the thinking of any operator is that when customers are faced with
options for substitution, which they often are in the case of the services offered by
posts. it becomes critical to give customers good reasons to stay. As Kloya Greene,
Chief Executive of Royal Mail, points out in the preface tif our previous book: Pie
goal is to remain relevant!’

The Future is in the Post
For industry observers, such as Us, it is evident that the postal indostry has changed
dramatically over this past decade and that it will continue to change over the next.
More importantly, though, many operators have been successful in adapting their
urganisations to the new reality and in actively pursuing novel strategies for growth.
Opportunities are still numerous, and postal operators can find ways of adding
value to customers, both existing and new, by leveragiog what posts du best. Posts
remain the only companies to visit every household (almost) every day. They have
extensive post oflice networks, They remain a trusted brand and partner in many
countrics, They have a unique knowiedge uf addresses and households, They have
the ahility to Occupy a niche between the physical and digital. There are thus many
options available to operators but, most importantiv, thcy have to identify and
commit to these optinns.

Despite the digital challenges, paper has an impact and is still a compelling medium,

Most informed analyses n°sv talk about integrating the digital and the physical.

in order tu maximise the benefits from each. The postal industry is certainly in

unique position to be at the heart of this integration. The digital and physical

worids do net have only to be substitures one for the other, as some have suggested.

Through the post, they can complement each t,dser too. In addition, the traditional

differentiators can still be exploited, for example the “trusted” brand, and the sirong

intermediary roles between businesses and consumers, or between governments

and citizens. The post can also sec the universal service obligation. which gives it

the opportunity to ‘reach” or “touch” every household daily. as a potential strategic

advantage or differentiator. However, this universal service obligation may well have

to be adapted to take into account the new technological reality. The contributions

in this book, the second in Vw Furore is to the Post series, outline the nature of the

transformation jo the postal industry, and emphasisc the role uf technotogy.

An Overview of Contributions
‘This book is intL’oded to provide managers, suppliers. customers, pottcy-makers and

politicians, regulators, academics, and in fact anyone with an interest in the postal

industry. with some insights into the challenges and upportunities it is faring,

aod how it is transforming itself through the strategic actions of its operators.

‘The main part of the book contains contributions from a diverse group of people

(and organisations) involved with the postal industry world-wide. flese are

group of very experienced industry professionats, people who coold be described

at “thoughtleaders”. who Wc have invited specifically to discuss issues relating to
transformation, strategic developments and options for the postal industry.

For each contrihution, we have provided a brief abstract and some questions for

thought, which can be used for discussion and to stimulate thinking. Wc hope

that, jo this way, dus book can become a springboard or a platform for sonw more

informed discussion and interest. It can also be used io a class-room. executive

developmeot or workshop environment,

Eath contril,utor has considerable relevant experience in the iodustry and, in many

cases, holds er has held important positions in key organisations er businesses to

the sector. However. as readers will notice, their analyses are tot always identical.

Wc have deliberately retained a diversity of perspettives. since the contrast tn

approach and conclusions is borh interesting to explore and meriting of serious

attention,

6 THE FUTURE IS IN THE POST VOt II INTRDOUCTION AND ØVERVIEW ar CCNTENTS I
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Tids volume starts with a preface by Jean Paul Bailly, the President and CEO of
La Poste, who has overseen major transformation of that cumpany. In the space
of only a few years, La Poste has massively improved the quality of its delivery
network, diversitied on a large scale into the banking sectnr, and turned its post
oflices into a modern and customer friendly retail network, A great success story!

In the next chapters Wc find some interesting and ditTerent case studies of
transforination in the postal sector, Wc begin with two examples of postal operators
who have cisasiged their very identity as a result of transforming their husiness: first
the story of hpost. as told by Johnny lhijs, the company’s CFO. thcn the story of
Itella, delivered to us by Tarja P,Okkdiwn, who led the rebranditsg of the Finnish
Post as Senior Vice President for marketing. Peter BrannstrOni and Per Lindeborg
descrtbc the ongoing operational transfcsrmation taking place in PustNord, the
new company that resulted from the 2009 nerger of Post Danmark and Posten
AH, whilst Marten BUttner informs us about the context of major chanies in the
Malaysian Pust.

A key stue when discussing postal transformatiun is that of reizulation. Nlost
operators are suhject to regulatury constraints that often define nr limit the business
areas open to the operatnr, the prices it can charge and su furth. In her contribution
to this book, Jody l%erenblatt makes the point that business customers can play
mie in lebbyin the goscrnment for regulatnrv change, whilst Monika Plum shows
how technoiogicai change and liberalisation are leading to co-opetition, a situation
where operators find themsclves cn-operating in some areas, whilst competing ifl
ethers. Helmut l)ieti and Christian Jaag argue that whilst postal operators need
tully to embrace the uniquc cnmpetitive space created by electronic substftution, at
the intersection between the physical and digital. regulatory framewurks abo must
he adapted towards a technology-neutral definition of universal service.

For tliose operators willing and able to be shapers rather than foliowers part of the
future undoubtedly ies ifl the electronic space. Frank ,‘siarthaler and Beat Friedli
share the view of a tecisnologs-neutral universal service ebligation and, along
with the subsequent contribution by \%‘aiter rrezek, tell us in their contribution
that trust and security are key features in that space, and postal operators are in
a gned position to offer this. ‘starcin Bosacki provides an inspirational example of
how the Polish independent eperator InPost has flot only been entering the digital
space, but has also fully engaged with social media and divcrsihed into mobile
telecommunications Mohammed Saleh Benten and ‘slohammed Al Ahduijabbar
provide a cuntrastinc case study of how Saudi Post has radically transformed

itself, becoming a major player iii both e-commerce and e-government. Finally,

Touhami Rabii provides US with an account of how in emerging posts, hyhrid mail

is opening op more new opportunities and is deing so in ways that are difterent to

the experience of posts in developed countries.

An issue of increasing concemn for posts is the impact of their operations on the

climate and the envirunment, as well as the nntion of sustainability and corporate

responsibility in general. Kristin Ringvold and Anders Rsgh present us with the

ciimate strategy of Pusten Nurge, who in addition to being the historical postal

operator. is the largest transportation and logistics company iii Norway. In chei

contrihution, Luis Paulo and Maria Rebelo explain how and why dr Correios

de Portugal has similarly decided to transfurm itself into an environmentally
sustainable organisation.

11w fnat contribufion in ths book, by Pastal Clivaz and \tatthieu Boillat, discus ses

the changing role of the L’nivcrsal Postal Cnion, and how the UPU is atlapting ts
own strategy in response to the transformat ion of the indu.st ry.

Wc hope yrna will find this book and ts cuntributions enizagino and inspiring, and

“-ill enjoy reading it as moch at ‘se enjocd putting it togetier. Wc invite vou to

dialogue with us directiy, s ith voor reactions, ohser ations. and suggestions.

-. I



CHAPTER TWO
From De Post-La Poste to bpost:

Ten Years of Constant Change

Johnny Ths

(€0, bpost

The traditional public postol operator al Belgium hos been through o radirol
trans formotion. In just over ren years, since becoming a limited company, it hos
chan ged in 50 many woys that jr is hordly recognisable from the organisation
it was. The sweeping noture al the changes ore described ond although it hos
nar been easy, the company, now known os bpost. hos taken their employees
ond stokeholders with them an this joumey ond is now performing sirongly in
Belgium ond internationally.

I
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ifl June 2010 the Belgian national postal operator De Post-La Poste changed its nanle
to bpost. ‘This name change was the last episode of ten years of major changes and
modernusation at ali levels uf the compans. Ihese changes were intended to ensure the
companys future ti a fully opened postal market. Tbday, bpost — a name that refers
to its Beigian roots and its core business — faces the future confidently and vigilantly.

Although titere have been ten ycars of constant change, the transformation process
started to take root eveo earlier than that.

Background to the Changes
Scarcely 40 years ago. bpost was part of the klinistry of Transport. lii the
late sixties, decision-makers became convinced that managing an industrial mail
acuvity was not the core business of the State and civil servants, The “Rcgie der

Posterden-Rgie des Postes” was the first attempt Lo redute bureaucracv and create
an appropriaie management strutture and this became nperatiunai on 1’ lanuary
1972, lasting for 20 ycars.

In Ociober 1992 the aulonomous public company De Post-La Poste-Due Post was
created in a new attempt in improve the organisation and quality uf the posta!
service. At the end uf the eithties it hecaine ciear that the “Regie der Posterijen —

Régie des Postes” had fauled: poor quality and bad ressilts led to several important
injections t,f tax payers’ money, thniueh politkal rather than entrepreneurial
management. ‘The public demanded more quality and better resuits and there was
a need to resture a baiai:ted state budget (Belgium indeed had committed itself to
he one nf the foundui,g nembo:’s of the Furu). flere were a!so the first but clear
signs that the European Union was heading towards a foll opening-up of the postal
market and it becime ohvinus that something had to be done. So the Regie”
became a public cotnpany, the management was granted autonumy and the polhical
acturs took up their position as stakehoders.

Since then. the responsibilities nf both management and public authority have
been detined in a ).lanagcment Cootract’A public company can still he called
upun to achieve objectives of social interest or public benefit, but within the
limits and under the financiai cunditions as provided in the contract and without
cumprumising the profitability of the conipan

Finaih’ uii l7’ March 2000. the autonuinoos public (simpan> was converted intu
limited company under public lasv (thus enahiing it to entcr into partnerships and
alliances) se hich was one last necessary step to face the grt.wi ng competitiun and
increas ing pressure on mai1 solemes,

Major Change Is Embraced
From then on, the company embraced change — at ali levels and in ali divisions —

driven by the ambition to secore a place in the leading group of European postal
operators.

The complete reorganisation of the lugistical activities involving the delivery ofmaul

and parcels. bposts core bosiness, was and still is the major project. Organisation

and procedures must be continoousl adjusted to changes b mol volumes and
llows and at the same time the latest technulogical advancements in the surting
infrastroctore (ftir sequencing of mail iii order uf delivery, based on street names
and house nombers) must be taken into account. 11w compiete uverhaul of the
network structure (small delivery otfices operating in one municipality are being
merged b treate operational platforms coverine sevLral municipalities) and new

delis’ery methods cont ribute to the necessary cost rednc dons in buildings and

transport. ibis has resulted in the quality of delivery being improved in a very

signidcant way.

In the lace ol growing competition and increasing pressure un mad vuluines,

new niches tor growth were exph’red ti, complement the range nf products and
services and the ahility to respond to the nueds of the custismers was improved.

‘The acquisition til several companies which specialised in parcel distribution and
express ser’ ices was part of this strategy ]he Distripost service was created to

capture a brger share in the growing market of non addressed direct mail. Value’

added mail services and integrated dt,cumeist sulutions (ic. coilect and stamp,

hybrid mail and dioitising inbuund paper documeots) contribute to the one stop

shop st,iution bpost offers to meet customers’ needs. in secure email, the Certipost

subsidiary prt,vides highly secured electronic ducument exchange (sending and

receiving) to bi,th businesses and resideotial custoiners.

Developing Internationally and Reorganising Post Offlces
bpost international (BPI) competes in the market of international mail and parcels
which was folly opened to competition in 2002. Today HIN is one uf the top five

players in the world. The nesv international sorting centre at Brussels Airport

processes a daily stream of niall and parcels to and from 190 coontries. bpost
international has activities in teti European cnuntries and Asia and in 2009 bpi
expanded its activities in the USA through the acquisition of \iSl \Vorldwide Mail.

Reorganising the heavy-loss-making netseork of 1,300 postcitlices, to facilitate casier
access to pustal products and services and improve customer satisfaction, was

1



major challenge for bpost retail division. Since the start of this reorganisation in
2005, the traditional post otflces have no longer been the oniv places to buy stamps,
send parcels ar caVett registered mail. Depending an their needs and lifestyle,
customers no” have varinus points of access: post offices (mainly for banking and
hnancial products), Postl’oints (basic postal services are offered in partnership with
local businesses), local stores for stamps, eShop and call centres. The remaining
past offices are being redesigned to offer more comfort for customers with open
counters and waiting time management. in addition, a range of new products and
services were introdoced. The Onancial and insurance services of Bank van de
Post-l3anqoe de La Poste continoe to be an important part of the retail division’s
modernisation strategy.

The Resuits of the Changes
ihese man;’ sweeping changes were made withoot loweriniz quality ur costomer
satisfaction. On the contrary, the quality index for delivery rose from aroond
85% in the early years of 2000w 96.1% in the first six months of 2010. This index
shows that letters, parcels and registered mail items are deiivered within the term
promised (standard next day) in more than 96% af cases.

In 2004 just 75% of post oiïice customers were satised “ah the service they
received. By 2009 82% of costomers gave bpost a satisfaction rating of 5, 6 or 7 on
a scale of 7.

The changes also resulted in significantly increased productivity. The number of
employees (expressed in FTEs) fell from 40,024 in 2003 to 29,600 in 2009 and the
income per FIE rose from €50000 in 2003 to €75000 ifl 2009.

In spite of the higher workload and the constant pressure of change, the satisfattion
ol hpost employees has also risen significantly. In 2008 74% of employees said they
were motivated and satis6ed (ratings of 5-6-7 an a stak of I to 7). By 2010 that rate
had risen to 81%,

in short. ten years of sweeping change and restructuring have proved suctessfol,
with greater efficiency and productivits; an updated prodoct range, improved
quality, more customer satisfaction and motivated employees. That is expressed in
bpost’s improved linancial health In 2003 bpost generated Ct.9 billion in income.
negative EBIT’ of €79 million and an operational margin of-4.1% (asa 96 ofincome).
in 2009 the tornaround was clearlv visible, despite the economic crisis: the turnover
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was €2,25 hillion, the EBIT €240 million and the operational margin 10.7%. This
positive development continued in 2010.

Lessons Learned
Over the past decade bpost has proved by these results that it can implement tough
sweeping change. The conditions are clear:

• Ali stakeholders must be shown very clearly from the very beginning why
the status quo is not an option.

• Everyone — shareholders, employees and the unions — must be mobilised
around a multi-year plan with good future prospects. No changes must be
made against the employees but together with thein. Constant honest and
transparent communication with ali parties is essential at ali times,

• Stay focused! The company most stick to the line of reform through
ali storms and not allow itself to be diverted from the master plan. Solid
binding agrcements betseen the stakeholders and the state are essential.
For bpost the entry into the capital ofa private minority shareholder in
2006 was critical in maintaining the drive for change.

bpost’s chalknue no”. is tu continue to fulfil the expectacions of stakeholders and at

the same time goarantee the company’s economic sustainability in the digital age
even after the (oil opening of the postai market. This is a toogh assignment, because
volumes will continue to decrease and even a modest decline in voluine could have
a significant negative impact on hpost’s profit margin. Ib be successful, bpost has
defined a strategic plan to maintain strong financial resuits, achieve growth with
the new services despite the loss of volume in traditional mail, further reduce costs,
guarantee the high quality of its service and continuously strengthen customer
satisfaction. One thing is certain — there will be more years of constant change ahead,

Questions for thought and discussion
1. Why did De Post-t.a Poste embark on this challenging series of major changes?

2. How is bpost no” essentially different from the organisation it was? What have
been the guiding principles for the “line of reform” that they have focused on
throughoot?

3. to transformatjons of thts svale, why is is se important to mobilise emptoyees and
other stakeholders and how is this done most effettively?
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CHAPTER THREE
New Indu5try, New Strategy, New Brand.

The Case of Itella from 1638 to the New Decade

Dr Tarja Päikdnen
Eexut[ie Partner. BDardran

hi ths chopteG To rjo Pddkkönen, Senior Vice President at iteUo from 2004 to 2070,
reflecis an the trans formation that rede fined the former Fin/ond Post and gave
birth to the hello Group. This cose study is an exampie of a compiete strategic
repositioning of a former store post, with o view to re conquering the physicol
through the digital.

I I
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In 1638 Queen Christina launched a powerful declaration in order to start letter

deliveries between Stockholm and Narva via ‘tïarku, on the south coast of Finland.

At that time this decision Was flot only businest related, but alsI, very much

revolvod around the power balance and communication strategy between different

countries i,, Northern Europe and Russia.

Today Itella operates iii IS European countries and employs roughly 29,000 people.

In 2010 its net sales ‘vere approxinmte[y Cl.8 billion. Itella is one of the oldest

companies in Finland and naturally very prood of its ronts, but at the same time

it is under enormous pressure to hoild new business in nrder to be able to grow in

the changing industryt

New Indvstry
As wo know, the postal industry is in a mjor transformation, which means that

thore are business threats, but also opportunities for agile players in the market.

\\è fine experienced “six was-os of media”: print, radio. TV recordinos, internet and

mobile media. Today we live in a world where people daily ose mobile devices more

than der to communicate, to find information, to make decisions and to entertain.

ihere are roughly 4 billion mobile devices, which is twice as many as the numher

ttf TV units. Wc live b a world where over 500 million people are accive Facebonk

osers and this flumber is increasing constantly. So we could almost say that after

Ciuna and India. Facebook is “tlw third biggest country”.

In this situation the most important question lrom the company stratogy perspective

is, whicl, business are we in? Ihis vital qoesl mfl concerns alI posta Ii ndustry players,

especially the ones who in many cases have dominated and operated for centuries

in the market.

ibis questiofl was also fac:ed by Finland I’ost Group in 200’[, although natorally the

topic had also been discussed much earlier, in fact in the later part of the t9St)s.

“hen Finland Post and Telecommunications were under the same “roof”. Nowadays

Teletom Finland is part of TeliaSonera Corporation.

flot how was the original qoestion answered? In Finland Post, after several long

discussions and workshops, the Executive Board ended op delining a new industry.

Wc startud to tall this new industry the “intelligent kogistics Bosiness”, part of

the digital society. Furthermore se definod “Intelligent Logistics Husiness as ‘the

management of ali material and information l!ows by using the latest technology’.

The question was answered, but the actual renewal work was just in ts beginning,
This new indostry inciuded such plavers as traditional posts, direct n,ail, logistics
companies, but also players like IC’l’-companjes, tejecom operators, and information
logistics and social media companies. So the competitive arena ‘sas also renewed.

New Strategy
For Finland Post the new indostry definition led also to the process of redefining
the strategy b a new way. In the 2006 new vision statement, a major strategic gnal
was set: “to become the lc’adtng company in intelligent h,gistius b Northern Europe
and Rossia.

Natorally prodoct and service portf,,l os needed to be renewod as ssell, to match the
dilferent needs of corporate customers and consumers, Ibis work is still ongoing ifl

2Otl and will continue into the future,

To highlight the portfolio change, here are some examples from the customer point
ol’ viess’:

From letters to iPost, Netposti and costomer marketing

From cards to mobile cards

• From transportation to e’comn,erce solotions

From incoice letters to the ifivoicing process

From warehousing to fashion logistics

• From basic mail products to en’ irnnmontally frit’ndl servites, know,, today
as the Itella Green prodott famil>

So to sommarise, strategic change meant moving from a product and production
nrientation, to a customer process and solotion orientation. From the torporate
costoiners’ perspective the focus was on maricet, sales, dolivery and invoice processes

In a company like the Finland Post Group, whitli has roots going batk almost 401)
)ears, is noe alis ays that easy to exetute the chosen strategy b daily operations,
but thero has not been any other option, “Change nr be left out”, as if you are
irrelevant to customers in this new industry you will eventually be replaced by
competitors. ‘This message was communicated al-ross the whole company,

In this strategit’ change the mIe of the sales and marketing team was important,
representing the customer soico in the company. In 2006 a sales and marketing
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strategy was defined for the first time, with a holistic approach by using corporate

level strategy at the starting point.

Ali peopie arross tales and marketing were involved b defining the new strategv by

ising internet-based digital dialogue tools. The new tales and marketing strategy

was called 1-2-3. So if you could rcmemher the name, one-two three”, you could

reniember thcwhoic strategy;

I Number one brandt

1 Number one shop experience

I Ntimber one tales and marketing practicet

2 Double customer time

2 Double international tales

3 More than 3% growth (meaning ClbO million net tales growth during the

strategy period)

The key to succes’ was that the new saks and marJering stratcgv was to cat>- tn

remeinber and communicate withoot any slides, Wc sut-ceeded in changing the

leaderthip style, by involving people and investing in competence development

and also renewing the tales bonus system. Ilse most important tlung was Ca build

culture, where tales was important, net just the “last place to work”. People felt

their work ‘vat new valued. ‘The outcome was that cniplovee satitfattiots was one ol

the highett in the whole company.

Fnur vears later, in 2010, the actual resuits were reviewed: sales .snd marketing

efliciency had improved by .41)1. net tales increase was t €300 million, which was

more than targeted. In customer interface, every titth minute a custumer cootract

was signed, meaning annually roughly 20,000 contracts Customer artivities in

sales and marketing were doubird and people were proud of it — “ste did it”.

New Brand
The biggest and perhaps hardest strategic change in the implenientation of the

tales and marketing ttratcgy wat renewing the brand, Why? Finland Post Group

representrd a long terni institution in Finnisis society. Et erybody has streng

connertions to it, meaning a!to ttrong feelings and even strooger opiniens including

those of beth husinestes and consurners.

When we first started planning a brand renewal, there were roughly 20 dilferent

conlpanv oames in use in eight dillerent countries. Obviousi that was inefficient,

not at ali cuttomer-oriented, nor rost-elfertive. A new businets strategy atrots

three bus,oess groups provided an escellent backbone from which also to define a

new brand architccture, where the core was a new customer promise: Smart Move.

Smart Move represented a new service solutiun apprnach. After esaluaiing several

options againsr seiected decision-making criteria. and interviewing different

stakelselder grotlps inriuding cU,stomers we derided in the Bond that Finland

Post Group would be changed into Itella Group with two service brandt; Itella

tor rorporations and Post i for consumers in Finland. lis nther words the goal was

drit ing growth and prohtabihrv through tts o strong brands; itella and Posti.

After the itella launch spuntanenut awareness increascd to 90 % i’s ten months,

which is an exceilent achievement taking into account that the marketing budget

was around 1% of net tales. Now in 20t I, itella is known in European countries and

is als,, a market !eader in Russia.

In the end, the Pottal Industry can be soen at a low value, no future” industrv, er

at “land of opportunity, new innosations to rise” based en the convergence of two

ingredients; material and information. Some companiet are kings in material Oows,

some are queens of information, particularly digital information. byt few can master

boeh. ‘That is the opportuisity, the size ofa continent, to be discovered and cnnquered

Questions for thought and discussion
t. \\hn champinnt the kind of transformatioo experienced at ltelia over the last

decade? Who are the key ttakehoidert involved in the transformation’

2. It is often contidered that the postal brand hi one ef the mott valuabie assets
of hittorical postal operators. \‘et, Itella chose to abandon that brand for a new
one. \Vliat does the Itella stor>’ tell us about the strengths and weaknesses of
historical postal brands?

3. What new capabilities would Itella have to build up or buy in to succeed jo their

new ttrategy? (It it interesting to note that out of 7 Executive Board nsembers in

silke at the beginning of 2011,5 have joined thecompans’ since 2005
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CHAPTER FOUR

TheJourneyfor FutureSuccess—
PostNord,Meddelande

PeterSrännstrom
CirccÉorof OperatLans,PcINcrd

Per Lr.decDui
QuaLty D rectc’ PostNor

This is o descfiptionof how Sweden’sPosten,Meddelondo panof PosrNord,
has deolt with the chollengeal the unprecedenredlevels of changethat they
foced, Throughstructurolrronsformotionof theirprocessesondrevisedmethods
in rheir production they hove nar only ochievedvan cost reductions,but hove
olso formeda new basis for local distribution, The outhorsoutlinea compelling
pictureof eheirmerhodsondexperiences,ondalsoexploin how they 0w moving
an to implemento programmefor ensuringcontinuousimprovemenrs.


