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ANALYSIS OF THE SOUTH AFRIAN POST OFFICES’ 2015/16 FIRST QUARTER FINANCIAL AND NON-FINANCIAL PERFORMANCE

1. Introduction

Postal services have existed for over two thousand years and have historically been important to the development of nations. The modern postal service goes back to 1840 when the stamp was introduced in Great Britain. The Postal Sector in Developing and Transition Countries reports on several empirical studies that posit a link between postal sector development and broader development progress.
 At the same time, studies suggest that the first post office in South Africa existed in 1500 and was situated in Mossel Bay,
 which means that South Africa’s own ‘post office’ is probably 340 years older than the one in Britain which is purported to be the first. 
The scope of the postal sector broadly covers pick-up, transport and delivery of letters and parcels, post office counter services related to letter and parcel delivery, and other related services such as mailbox rental. At the same time, post offices (the incumbent operator that provides postal sector services, usually under legal monopoly) often offer a range of services outside of the postal sector-pensions payments, although in South Africa SAPO stopped this operation, after the South African Social Security Agency (SASSA) awarded a new five-year contract for the payment of social welfare grant to Cash Paymaster Services (CPS). CPS now facilitates the payment of social welfare grants to millions of beneficiaries countrywide since February 2012. At the same time, however, there are a number of service offered by SAPO such as financial services, and retail services for example.
2. Postal Market Trends in the digital environment 

One characteristic of the postal system is that (in contrast to the electricity or telecommunications sector) one cannot separate the physical network from the services that are rendered via this network. Indeed, physical facilities such as letter boxes or post offices exist, but these are merely intersections of the postal network. The actual connection of these intersections, quasi the creation of the particular networks happens anew every day through the portage of the postal items. There is an exact equivalence of the activity required for the creation of the postal network on the one hand and the original activity on the particular postal market on the other hand.

However, today telecommunications and electronic communications provide easier and quicker means of keeping in touch. To a certain extend such new technologies are serving as e-substitutes for postal communications and in turn diminishing the importance of social function of postal services. This on a surface in turn mean, SAPO’s challenge is that the organisation is bleeding money while providing a service that is not keeping pace with technological change. But the underlying causes stem from the fact that SAPO was established as a nationwide organisation to collect, transport and deliver information that was embedded in paper era. As such, substantial and fundamental reform is needed for the long-term self-sustainability of SAPO in the digital era.

A 2005 research paper entitled, the postal sector in developing and transition countries noted, “the sector, and in particular the incumbent post office, is characterized by low volumes, poor quality of service, and weak financial performance. In the majority of developing countries both the postal sector and the post office urgently require reform, from the level of policy, through regulation, and to corporate restructuring.”

3. Summary of Financial and Non-Financial Performance of SAPO
Financial Health, the biggest cost drivers of SAPO are employee costs, transport cost and property lease cost, it is therefore imperative to evaluate how the turnaround plan has been implemented, whether it’s achieved desired outcome, although it is far too early to make an informed assessment. In addition, SAPO will remain dependent on mail revenues for the foreseeable future, despite the global decline in mail volumes which has affected SAPO to a lesser extent. It is on this basis other business units of the company must also perform and achieve their set targets on a quarterly basis which is the foundation for overall performance. Although there are some improvements, for the first quarter, SAPO has experienced a net loss of R285 million. According to SAPO, The revenue shortfall to meet expenses leaves SAPO with a cash shortfall of approximately R100 million per month.

As if that was not enough, in the first quarters, SAPO owes creditors R893 million and the Courier Freight Group creditors R179 million.
 In May 2015, during the tabling of its Strategic Corporate Plan, SAPO indicated that the bridging finance facility has been secured against the R1.6 billion National Treasury guarantee.
 
Under theme funding to enable the Strategic Turnaround Plan. During the first quarter, the bridging finance facility of R200 million, which was approved in April 2015 until June 2015 as an interim measure whilst the R1.25bn long term funding approval processes were underway, is overdue to Standard Bank and must be settled once the long term funding is released.
 What does this statement mean? Why has and what led to the National Treasury requesting to be excluded to the R400 million ABSA loan?  Parliament should confirm the extent to which there is amount available to settle the outstanding monies owed by SAPO to standard bank in this quarter.

4. Summary of  Non-Financial Performance of SAPO
Firstly, Strategic Goal 1: Implement the Strategic Turnaround Plan to achieve a sustainable organisation. During the first quarter, there was total of twenty-one (21) targets as per the APP, out of those target only eight (8) were achieved, leaving thirteen (13) unachieved targets. Parliament should confirm the status of other targets that are deemed ‘partially or in progress in this quarter
Secondly,  under Strategic Goal 2: Create a customer centric organisation to restore customer confidence, SAPO’s presentation highlights that there was no planned activity for quarter one, however, SAPO’s 2015/116 Strategic Corporate Plan on page 25 indicates that the set target on customers for the quarter was 60 per cent. It is also important to note that between strategic goals 2 and 4, there is a total of 6 targets that were planned for this quarter, and not a single target was achieved.  

Finally, on Strategic Goal 5: Ensure good corporate citizenship and corporate governance. During the first quarter, there was a total of seven (7) targets as per the APP of SAPO, out of those target only two (2) were achieved, leaving five(5) targets trailing behind.
Governance issues and entity oversight 
There is still a lot work to be done in the processing of the SAPO Board which is urgent in order to steer the strategic turnaround plan forward. The Board, once appointed, will ensure oversight over the executive as well as to ensure that the entity fills critical funded vacant positions.
5. Conclusion

The postal sector in South Africa and everywhere are clearly not immune to the effects of this global turbulence, the decline in mail volumes. Postal operators worldwide are trying to counter the relative decline in core services through the exploration of new business models.  In the words of Director General of the Universal Postal Union, “uncertainty in itself is not a bad thing, provided that it is met with decisive and well informed actions”.
 
The Posts’ diversification strategy in the different segments of the electronic service market, mainly e-post, e-finance and e-commerce, varies among countries. Some of these, such as Switzerland, Belarus, Germany, Italy and Canada, prefer to diversify gradually in each of the market segments, while others prefer to focus their diversification strategy on a particular market. For instance, some Posts, such as those of France, Qatar, Korea (Rep.) and Spain, have mainly diversified in the e-post market, while others, in Macao (China), Brazil, Thailand and Austria, for example, have preferred to diversify in the e- commerce market, posts from countries including Greece and the Russian Federation have decided to focus on the e-finance market.

In addition, the Internet and the digital revolution are fundamentally changing the worlds of communications and commerce. The digital economy continues to grow at a rapid rate. Electronic substitution of traditional mail is accelerating as both consumers and businesses adopt electronic processes across multiple domains. Mail users are shifting from traditional hard copy distribution models to a variety of new ways to digitally communicate, advertise, or transact. They are attracted to greater convenience, faster services.
 At the same time, in South Africa, the bulk of ordinary people, big businesses and micro businesses relay heavily on SAPO to deliver whatever it takes. 
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