Trends in the Postal Services Market
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Expansion and competition in postal sector have brought many benefits for .7 - Offices RN N
consumers, but there are still improvements to be made. This paper brings ’ N
together our recent work, highlighting our current priorities and ,/ 1 \\
recommendations for market improvements. I/ ' \\
The postal sector has been changing rapidly since the growth of e-commerce
with more consumers buying online. This is happening at the same time as O
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pressure is being placed on the Universal Service Provider by the continuing
decline of letter volumes. m
Against this backdrop we are working to ensure that consumers have accurate \\ ) ,l
and correct information about delivery services, including their rights to \ 1 /
redress; that, in the parcels sector, the pressure of increasing delivery numbers \\ ' ,’
does not mean a reduction in service quality; and that the needs of vulnerable, AN e
especially disabled, consumers are met. ~ < Vulnerable_ -
Consumers
Our role as consumer watchdog:
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The parcels
market

The size of the UK parcels
market has grown by over
50% since 2010," with over 2
billion parcels now being
sent per year in the UK.?

Much of this growth comes
from e-commerce deliveries
with almost one quarter of
consumers now preferring
to shop online rather than in
store.?

Delivery choices are also
shifting, with more
consumers using next day
delivery services,* putting
pressure on the industry to
make deliveries on time.

It is important that, as far as
possible, this strain does not
negatively impact
consumers. And, if
something doesn't go as
planned, that access to
redress is clear and
straightforward.

Business to consumer
parcel volumes up
190% since 2010.°

average number of
parcels each household
receives in a year.®

average household

£1 60 spend on parcel

delivery per year.”
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69% of Only 6% of
consumers consumers
have had a think they

problem with know their
parcel delivery rights
delivery in the very well.’
last year.®

34% of consumers with a parcel
delivery problem feel stress,
anger, or annoyance as a result."

Over a third of consumers say

vague delivery times prevent
them from shopping online."’

Parcel volumes and on-time delivery March 2017-February 2018:"2
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Parcel delivery and e-retail

Problems with parcel delivery cause stress and anxiety.! However, despite 2 in
5 consumers not normally being at home during the day,? alternative delivery
locations are not widely used. Greater availability and consumer use of Pick
Up Drop Off (PUDO) points could be one way of reducing the number of
consumer issues with ‘carded’ deliveries and late parcels.

Many consumers (45%) are not confident they know their rights when
shopping online.? This lack of knowledge is not helped by retailer websites, a
third of which either do not explain consumer rights information clearly, or
split it across several different pages.” It takes an average 2.5 hours to resolve
a parcel delivery problem,> with poor complaints processes often acting as a
barrier to redress. Improving the quality of information on retailer websites
and making complaints processes more straightforward would make it easier
for consumers to gain the redress to which they are entitled.

There have been many recent improvements to the parcel delivery
experience, with consumers already already making use of advanced tracking
and the ability to make ‘in-flight’ adjustments. Drones, robots and smart locks
are being trialled globally whilst low-tech solutions such as home parcel
lockers also have the potential to improve the delivery experience.

Areas for further investigation:

1. Whether increasing the provision of delivery infrastructure in
communities or new build homes would reduce failed delivery rates.®

2. Methods for improving the consumer rights information on e-retail
sites.’

| Top 3 parcel delivery problems:®
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delivery."

57%
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The letters
market

Letter volumes have been
declining for almost 15
years." This is mostly due to
consumers receiving more
and more of their
communications by email.

However, letters are still
important for consumers,
with UK consumers buying
more greetings cards than
any other nation.?

And it is not just social mail
that is valued. Consumers
consistently state that post
is their preferred method
of receiving information
from banks, medical
professionals and local
councils.® And for the 5
million people in the UK
who have never used the
internet,* the ability to
receive important
information through the
post is absolutely vital.

Letter volumes down
9% since 2013.>

The average
household spends
about £14 sending

letters per year.°

Letter volumes (billions):° 53%

of consumers are
paying to use postal
services to
communicate with
government, even
when Freepost is
available.”
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the average the average
number of number of
letters sent letters received
per year.’ per year.®
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Letters and the Universal Service

Despite increasing use of the internet to perform daily tasks most consumers
still access important information through the post.! And more than 2in 5
consumers send items through the post at least once a fortnight.?

However, for 50% of consumers cost is their main concern when sending an
item in the post.® Receiving post can also have financial implications - many
service providers are charging consumers extra to receive paper bills or
statements.? It is important that post remains a viable option for anyone who
wants to use it.

Moving home can often cause disruption to consumers’ mail with 1in 10
home movers not receiving or experiencing delays receiving important
letters.> Given the often sensitive nature of documents sent in the post it is
important that this information follows consumers when they move.

Globally steps have been taken to ensure the sustainability of the Universal
Service.® This has often meant significant price increases or reductions in
service. With many consumers still reliant on post as a method of
communication it is important that any potential changes to this sector do not
have a detrimental impact on consumers.

1. The mail redirection service should be affordable and fair for all
consumers who want to use it.”

2. Essential service providers must make sure that receiving items by
post remains accessible for consumers.®

How consumers receive information:®

Bank statements or other
financial documents

Council tax bills

Utility/phone bills

Medical appointments

Tax returns from
government

Mail relating to pensions

Mail relation to benefits
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40%

= In the Post
Online

11in 5 consumers in

England and Wales

had problems with
their mail when
moving house."°

77% of consumers
who had their mail
redirected were
satisfied with the
service they
received."

40%

of UK adults
say the
removal of
paper
statements
could
seriously
affect their
finances.'?

81%

of UK adults
want to

choose how

they receive
their

information.’3

Without paper statements,

| customers become more likely to

miss payments.'




Post offices

Post offices are the main access point for postal services and play a vital role
in communities for the wide range of services they provide. 59% of consumers
and 62% of small businesses visit a post office at least once a month.” Whilst
81% of consumers say the post office is important to them,? post offices are
particularly valued by rural consumers who use them significantly more often
than consumers in urban areas and consider them more important.?

There are currently 11,600 post office branches around the UK. And although
the total number of post offices has remained stable for about 10 years,* there
have been significant changes to the network. Since 2010 the post office
network has been undergoing huge changes with over 7,000 branches being
modernised or moved into new premises.’

These changes have been positive in many cases, with many smaller post
offices achieving efficiency savings.® On the other hand some operators have
reported increased costs due to extended opening hours with little to no
increase in customer footfall.”

As this programme of work draws to a close we will continue to work with POL
to ensure that access and quality is maintained across the post office network.

Our recommendations:

1.  Government and Post Office Ltd to maintain the number of rural post
offices and ensure they retain their wide range of services.®

Post Office Ltd should consider adding greater flexibility around
opening hours and product range to branch model types.®

.14
of consumers use Branch numbers:
67% the post office to | o

send parcels.™

16000

of consumers use | "

88% the post office to | 1.0

send letters or
10000
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Post Office Ltd recorded its first 99% banking

annual profit for 16 years of £13 services at the
million."'? post office.’

Access to the Post Office:3

Distance to post
office ‘as the crow
flies’

Distance to post

office by road

Rural within 3 miles  m Urban within 1 mile



Vulnerable consumers Almost 1in5 Over
As the statutory consumer advocate for post we have particular regard for 1 I n 5 , 300, 000
consumers in vulnerable situations who may be at increased risk of detriment. . peopleintheik ,
people in the UK identify as people in the UK are
are 65 or older.? disabled. homeless.'®

While over half of disabled consumers receive items bought online through
the post,! parcel delivery is not always straightforward. Over a quarter of @ ;———————— e —— —
disabled people have felt rushed, irritated, or anxious when signing for a | disabled and older
delivery.?2 And 1 in 10 disabled people who recently collected an item from a 35% | o people describe the post
location other than their neighbour found it difficult to travel there. of mystery | 9 I n 1 0 office as essential and
I

shoppers found almost 1 in 3 use the post

Although older and disabled consumers are more likely to use the post office the entrance to a office every week."?
regularly, branches are not always suitable to their needs with inconsistent post officewasnot | —————————— — —
provision of accessibility measures. Recent research found that 21% of post flat, or there was
offices visited in Wales had serious issues with accessibility.> After working an obstacle to Unemployed consumers are
with Post Office Ltd improvement works are now underway in 100% of getting thr°1%gh the more likely to uie post to
branches identified,® highlighting the importance of a regular audit process. door. contact others.
Given that vulnerability is not fixed but can change depending on a person'’s Post office accessib"ity;“ |_ _____ 1
circumstances it is important to understand the range of situations that make — | |
consumers vulnerable in relation to postal services. - - | |
—————————————————————— 75%
. . 70%
I_Our recommendations: : . 65% | 3in 10 disabled :
1. Post Office Ltd (POL) should establish an audit process to monitor the - | people haven't
| post office network to ensure that all branches remain fully compliant | o — i | had time to get to I
| with accessibility guidelines.’ | 0% i | the door when |
Disabled Step or Automatic door  Unrestriced .
| | parking  obstaciefree access around | having a parcel |
| I I

2. Retailers and operators should work together to enable disabled delivered.’s
. . . . . 3 m Observed by mystery shopper = Not observed :
consumers to specify their needs when ordering items online. e e



What Next?

The postal sector is multi-faceted and accessed by consumers for many different reasons.
UK consumers have embraced e-retail and are doing more of their shopping online than
any other European country. With whole retail experiences moving online it becomes
increasingly important that receiving and returning items is a straightforward and
transparent process. Whilst for the most part this market is working well the relationship
between retailers and operators is not always understood by consumers, who are not
always clear on who is responsible if something goes wrong. In e-retail this can mean
consumers being passed between a retailer and a parcel delivery company with neither
willing to accept responsibility for resolving the problem.

With so many products on offer it can be difficult for consumers to work out which product
best fits their needs. An incorrect recommendation at the post office can have serious
implications if the item goes missing - small business owners can be left out of pocket, or
people in vulnerable situations may face delays in accessing welfare payments.

The wider political context may also have an impact on postal consumers. The EU has
recently implemented new regulations to ensure greater transparency of pricing for
cross-border products and legislative changes as a result of Brexit may affect the ease and
affordability of getting items delivered from overseas.

We will be working with government, regulators, and industry stakeholders to address any
areas of detriment highlighted by our research and other consumer insights. We will also
be continuing our programme of consumer education, based around the peak retail and
postal periods of Black Friday and Christmas. These campaigns complement our research
activity by helping to raise consumer awareness of their rights so they are more confident
in their ability to fix things if something goes wrong.

Free, confidential advice.
Whoever you are.

We help people overcome their problems and
campaign on big issues when their voices need
to be heard.

We value diversity, champion equality, and
challenge discrimination and harassment.

We're here for everyone.

citizensadvice.org.uk
Published May 2018

Citizens Advice is an operating name of The National
Association of Citizens Advice Bureaux.

Registered charity number 279057.
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