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Privatisation 
Is privatisation always the right path for posts to take, or is there another option? 

[...] ROYAL MAIL’S RECENT FLOTATION CONTINUES TO DIVIDE OPINION: IS 
PRIVATISATION ALWAYS THE RIGHT PATH FOR POSTS TO TAKE, AND HOW HAVE 
OPERATORS IN OTHER PARTS OF THE WORLD FARED SINCE GOING PRIVATE? 

KARL VADASZFFY INVESTIGATES [...]  

[...] So why select the route of privatisation? What are the benefits and are there any sub-

stantial challenges to overcome? Alex Kalevi Dieke is managing consultant, regulatory prac-

tice for postal services, logistics and transportation, at German research institute and consul-

tancy WIK, and as an economist, he has worked on postal regulations for 13 years. He ex-

plains the reasons why some governments turn towards privatisation: “Sometimes it has 

been a political fashion, which was the case in Germany in the 1990s. And then there are 

times when a post is considered inefficient, maybe because it’s not changing with the times, 

like bpost, which was privatised in 2005.”. [...] 

[...] Increased efficiency Dieke explains that efficiency has to be improved if, for example, a 

post is costing a government a lot of money. This has been a key objective in all postal pri-

vatisations thus far. [...] 

[...] Fast investments Dieke thinks that privatised posts stand out for being more innovative 

and quicker in modernising their operations: “By and large, privatised firms do it better and 

faster because there are clearer objectives set for top management by owners and share-

holders, whereas governments usually set more complex, less clear objectives. There is also 

more accountability.” [...]  

[...] Also as part of its reorganisation plans, which aim to deal with the dramatic 30% decline 

in mail volume since 2000, PostNL is investing in changing its network. Its 280 mail sorting 

centres will be cut to a maximum of 125 in 2014, and most bulk mail is no longer delivered 

daily. In addition to labour savings, reductions are usually made in costs associated with 

property. Here, the traditional post office suffers, but perhaps in the modern age customers’ 

needs can be just as well or better fulfilled in other ways. “Initially, modernising the post office 

network or branch network might not be popular, but when its effects are felt – usually after 

between one and three years – customers are happy with the greater conveniences that are 

provided. More franchise setups, with post office counters in supermarkets, increases open-

ing hours,” Dieke says. [...]  

[...] Dieke thinks that privatisation provides better incentives and rewards, as well as creativi-

ty and commercial focus. “In addition, there’s more pressure from the owners,” he says. “It’s 

also clear that the posts become a much more attractive employer, particularly regarding 

jobs at headquarters.” [...] 

[...] Whether privatisation can work everywhere is questionable. Dieke, whose views are 

supported by Zanker, says, “There are constraints in developing countries, where it is un-



clear whether postal services can operate profitably at all, because demand is so low. In oth-

ers the public operator is in such bad shape that you’d rather create a new operator.” [...] 

[...] Zanker thinks the state should always hold a relevant part of the shares because “it’s 

important to have an interest in the company policy” in a sector that’s both a public service 

and a commercial enterprise. On the other hand, Dieke says that once there is a commitment 

to privatise, there’s no advantage to doing it slowly. “The only serious reason for doing it 

slowly is that, as a government, you can’t really be sure about the value of the company 

you’re privatising.” 

Coming back to Royal Mail, it’s yet to be seen whether privatisation will help to develop the 

company, or what its effects will be. Zanker argues that Royal Mail will not follow the German 

model and attempt to be a global player in logistics, express and letters “because you have 

to acquire big companies. They won’t have enough money for that strategy. But Royal Mail 

can learn from Germany to have good social regulations after privatisation to keep employ-

ees and unions happy.”  

And Dieke concludes, “There’s a long-term role for Royal Mail in delivering letters – volume 

won’t decrease forever. And there are growth opportunities in parcels that Royal Mail can 

participate in or leave to its competitors. Expanding to related businesses in logistics and 

retail might also offer opportunities.” [...] 
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