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I. Introduction

At the sector level, in the last years, the dynamics of the core indicators specific to the postal
market showed on all market levels (global, continental, national, regional etc.) trends that are
developing in close connection with the ever more complex evolution of the end-users’ needs and the
acceleration of the technological progress.

In this context, the studies conducted in the recent years by various international bodies, as
well as the data collected by ANCOM show that the use of the internet and the change in the users’
consumption behaviour have more significantly been influencing the postal market in the past years.

One of the conclusions drawn is that, due to the increase of the internet! penetration rate, the
postal end-users’ needs have become ever more complex, as they started to largely give up traditional
communication (letters, postal cards etc.) in favour of electronic communication (e-mail etc.),
concomitantly with the use of the postal networks for purchasing goods and services by way of
electronic commerce.

This evolution of the end-users’ needs has generated two co-existing and opposite evolutions
in the dynamics of the market core indicators: the decrease of the traffic volumes dealing with letter-
post items, on the hand, and the accelerated growth of the parcel volumes, on the other hand.

Thus, at European level, the conclusions of the Report on core indicators for monitoring the
European postal market, published by the European Regulators Group for postal services? (hereinafter
ERGP) show that the total letter-post traffic volume decreased in the European Union, while the total
parcel volume increased, this trend being also registered in Romania, where the parcel traffic grew
from approx. 82 million items in 2017 to approx. 94 million items in 20183.

These data, correlated with the study, published by the European Commission4, on the
development of cross-border electronic commerce through parcels delivery show that — at Community
level — postal industry has been dealing in these past years with increasingly high amounts of items
generated by e-commerce which could largely stand for as an explanation for the constant growth of
parcel traffic volumes.

Considering these sector dynamics, the need for a quantitative and qualitative evaluation has
been identified at the European Union level, of the influence which e-commerce has on the industry
of postal services at European level, on the one side, and on the postal markets from the Member
States, on the other side.

In this sense, the European Commission conducted several sector studies to identify possible
reactive measures at Community level while encouraging at the same time the national regulatory

! https://statistica.ancom.ro/sscpds/public/files/167 ro: ANCOM — Statistical data report on the electronic communications market in
Romania (data valid for second semester of 2018): the fixed internet penetration rate per 100 households = 62%; the mobile internet
penetration rate = 103% (the no. of active mobile internet connections exceeded the number of inhabitants); the rate of active
connections in rural area = 46%, the rate of active connections in urban area = 74%;

2 https://ec.europa.eu/growth/sectors/postal-services/ergp_en: Report on core indicators for monitoring the European market — point
4.3.1.;

3 https: //statistica.ancom.ro/sscpds/public/files/172 ro: ANCOM - Statistical data report on the Romanian postal market in 2018, page
23;

4 https://op.europa.eu/en/publication-detail/-/publication/3fd47ff1-574d-11e9-a8ed-01aa75ed71al/language-en/format-PDF/source-
search;
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authorities from the Member States to develop and implement proper tools for monitoring the influence
of e-commerce on the postal service field.

Moreover, within ERGP, the Market indicators working subgroup decided to extend the
monitoring of the electronic commerce by introducing in the Report on the Quality of Service, consumer
protection and complaints handling? a new chapter dedicated exclusively to the way in which the
impact of online commerce on postal services is scrutinised.

Thus, based on the information received from the European regulatory authorities, one of the
following conclusions was drawn®: the European postal regulators do not hold accurate information on
the dynamics of the traffic volumes generated by electronic commerce; ANCOM is the only regulatory
authority from the Community area which has set as strategic direction the monitoring of the impact
of electronic commerce on postal market; it is premature to consider implementing at the Community
level a common method for monitoring the impact of e-commerce on the postal field.

As regards the lack of specific data on the quantitative evolution of the traffic flows resulted at
Community level in the postal networks from e-commerce, the conclusions of the ERGP report coincide
with those published by the European Commission in the Study on the development of cross-border
e-commerce through parcel delivery’ which refers to the fact that the statistical data on the actual
cross-border parcel traffic volumes do not entirely reflect the actual traffic.

Considering that ANCOM set as strategic direction the monitoring of the impact of e-commerce
on postal market, the first study in this respect was conducted by the Romanian NRA in 2017 (covering
the provision of postal services during 2016). This initiative involved the collection, aggregation and
analysis of certain categories of data, provided by the most relevant providers of parcel delivery
services at the respective time. However, in keeping with the general nature of the conclusions drawn
following the respective study, it was decided not to publicize the 2017 study and to use it exclusively
internally within ANCOM.

In 2018, ANCOM conducted the study on the quality of parcel services and impact of e-
commerce on Romanian postal service market in 2017. The respective study involved setting
a sampling pool which included the first 29 postal providers, selected in keeping with the volumes of
parcels processed in 2017, which together dealt with more than 95% of the parcel traffic. These
providers were asked two categories of information: on the quality of the parcel services they provide
and, respectively, on their processing of the postal items generated by e-commerce. In December
2018, the study was published on the ANCOM website?8.

5 https://ec.europa.eu/growth/sectors/postal-services/ergp _en: Report on the quality of service, consumer protection and complaint
handling 2018: An analysis of trends;

6 For further details, see section 4.6. The impact of E-commerce on the postal field:

7 https://op.europa.eu/en/publication-detail/-/publication/3fd47ff1-574d-11e9-a8ed-01aa75ed71a1/language-en/format-PDF/source-
search:

Page XVII, “Currently, accurate statistics on cross-border parcels within European Union and between the European Union and the rest
of the world are not available. Published data on cross-border parcels usually underestimate the actual cross-border volume by definition:
it usually excludes parcels that are transported to the destination country by the sender (known as direct injection) as well as small
packets delivered via the letter post stream.”;

8 https://www.ancom.ro/uploads/links files/Studiu impact comert electronic.pdf;
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The activities required for monitoring the quality of the parcel services and the impact of e-
commerce on the postal services from Romania during 2018 were initiated in February 2019 and
spanned throughout the year. The resulted conclusions are presented as follows.
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I1. Methodology

This survey involved, among others, the following stages: setting the sampling pool, questioning
the providers, collecting and aggregating the information; analysing and confirming the data.

I1.1. Sampling pool

To conduct this study, ANCOM selected the first 32 service providers, by traffic volumes, which
together processed more than 95% of the total postal parcel traffic from Romania in 2018, this
category representing the postal flow which includes most of the postal items generated by e-
commerce.

Thus, the 32 providers included in the sampling pool for this study were the following, in
alphabetical order:

ALTEX LOGISTIC & DISTRIBUTION S.R.L.
ALTO SYSTEMS S.R.L.

ATLASSIB S.R.L.

BARSAN TRANS S.L.

BOOKURIER LOGISTICS S.R.L.

C SOLUTION S.R.L.

CABRITUR S.R.L. A
COMPANIA NATIONALA POSTA ROMANA S.A.
. CRISTINA & MAIA TRANSAV S.R.L.
10.DANTE INTERNATIONAL S.A.
11.DEZSO - TARAZI GROUP S.R.L.-D.
12.DHL INTERNATIONAL ROMANIA S.R.L.
13.DRAGON STAR CURIER S.R.L.

14.DSC EXPRES LOGISTIC S.R.L.
15.DYNAMIC PARCEL DISTRIBUTION S.A.
16.ECONT FOR YOU S.R.L.

17.FAN COURIER EXPRESS S.R.L.
18.FASTIUS CURIER S.R.L.

19.GLS GENERAL LOGISTICS SYSTEMS ROMANIA S.R.L.
20.LOGISTICA TRANS ROM S.L.

21.MATY EXPRESS S.R.L.

22.NEMO EXPRES LOGISTIC S.R.L.
23.POSTA ATLASSIB CURIER RAPID S.R.L.
24,ROMFOUR TUR S.R.L.

25.SPEED COLET S.R.L.

26.TABITA TOUR S.R.L.

27.TARSINCOM S.R.L.

28.TCE WORLDWIDE SERVICES S.R.L.
29.TNT ROMANIA S.R.L.

30. TRANSILVANIA POST S.R.L.

31.UPS ROMANIA S.R.L.

32.URGENT CARGUS S.A.

CONOUTAWN
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I1.2. Questioning of the providers

Given the need for data consistency and comparability, the Authority proposed, similarly to the
previously conducted studies, that the requested information be focused on two distinct categories of
indicators, namely: indicators specific to the quality of parcel services, respectively, distinct indicators
on the impact of the e-commerce industry on the postal services. Bearing this in mind, ANCOM laid
down a questionnaire which stood at the basis of the research process and included, in depth, the
following indicators:

I1.2.1. Quality of parcel services in Romania — specific indicators

- performance of quality measurements on parcel-processing postal services: the answer
allowed only two options (yes or no);

- frequency of quality measurements: in this case, service providers have been given the
opportunity to state precisely whether they carry out the relevant quality measurements permanently,
on a monthly basis, once a year, twice a year or otherwise, with the possibility of detailing the
alternative;

- how quality is monitored: the response options for this indicator were according to an
internal procedure/methodology, according to a procedure/methodology implemented by a third party
or otherwise, with the possibility of detailing the alternative;

- resources and means involved in the performance of quality measurements: in this
case, the providers were asked to state whether they were using their own resources or resources
belonging to a third party for the purpose of carrying out quality measurements;

- costs triggered by the quality measurements: the respondents were required to quote
the exact amount or to approximate the level of costs involved in the quality measurements performed
in 2018; the given amounts were rounded to “thousands”;

- indicators monitored by providers, through quality measurements: the providers had
the possibility to identify these indicators in a set of indicators laid down by the Authority (the list
proposed by ANCOM included: delivery times, number of complaints regarding delays, number of
complaints regarding damaged items, number of complaints regarding lost/undelivered items, number
of complaints regarding staff behaviour, number of complaints regarding the lack of technical
equipment, and other indicators, with the possibility of detailing them);

- delivery times for domestic parcels: in this case, the providers reported the parcel delivery
times as assumed under their contract with the users: D+1, D+2, D+3, or other delivery times;

- results of quality measurements carried out by providers during 2018 classified into
the following distinct categories of postal items: domestic parcels < 2 kg, domestic parcels > 2 kg
(subject to the services: Standard, Advice of delivery, Insured items, Special delivery, Change of
destination, Express and Cash on delivery);

- number of complaints addressed to providers in connection with the processing of
postal items in 2018, identifying the grounds on which they were based in a list proposed by ANCOM,
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i.e.: failure to observe delivery term, loss of postal items, staff behaviour, damage to postal items,
failure to pay the cash on delivery, as well as other reasons with the possibility of providing further
details thereon;

- postal service providers’ investments for increasing the quality of parcel services
in 2018: the Authority identified three categories of investments that drive to improved service quality
(investments in technical equipment, staff investments, network investments), and gave the providers
the possibility to mention and detail other investment measures they have implemented in their
activity;

- factors that contribute to increasing service quality: the Authority identified 5 possible
factors that drive to improved quality of parcel services (staff training, technology progress, innovation,
staff remuneration and postal network optimization), asking the respondents to rank the respective
factors by their importance, with the possibility to mention and detail other similar factors.

I1.2.2. E-commerce impact on Romanian postal service field — specific indicators

- postal traffic generated by e-commerce in 2018 given the limited possibility for all
postal service providers to accurately monitor these traffic volumes, ANCOM has allowed the providers
to report also estimated amounts;

- revenues generated by e-commerce in 2018. given the reduced possibility for all postal
service providers to accurately monitor revenues from the processing of postal items generated by e-
commerce, ANCOM has allowed the providers to report also estimated amounts;

- types of postal items generated by e-commerce in 2018: in this case, the providers
were asked to identify the types of postal items generated by e-commerce processed in their activity,
by selecting among the following categories: postal items < 2 kg, postal items > 2 kg, domestic postal
items, inbound cross-border postal items (imports), and outbound cross-border postal items (export),

- number of complaints addressed to the providers on the processing of postal items
generated by e-commerce in 2018: the respondents were asked to classify the complaints into
the following categories: grounded complaints, ungrounded complaints, complaints solved with
damage compensation, complaints solved without compensation, or unsolved complaints;

- types of postal services generated by e-commerce and their frequency. the Authority
identified 6 postal services that could fit into the delivery flows for postal items generated by e-
commerce; the providers were required to rank these services by frequency (the list proposed by
ANCOM contained the following categories of services: Registered items, Cash-on-delivery, Express,
Special Delivery, Advice of delivery, Change of destination, respectively other);

- provision of the service Track & Trace: the providers were asked to mention whether
they provided the respective service or not within the distribution flows for postal items generated by
the e-commerce industry in the year in question;

- categories of senders of postal items generated by e-commerce in 2018: the
Authority identified the following possible categories of senders of postal items generated by e-
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commerce: e-commerce platforms, online stores, and other categories of senders; the respondents
were requested to sort them by frequency.

I1.3. Data collection and consolidation

The data was collected in the June - September timeframe, and the response rate of the
sampling pool was 100%. The data obtained from the providers were consolidated alongside the
similar data corresponding to 2017 in order to assess the evolutions involved by the dynamics of the
specific indicators subject to the questioning.

I1.4. Data analysis and verification

By cross-verification, the information received from the providers was analysed against the
background of certain statistical indicators reported to the Authority by the providers following their
reporting obligation stipulated in ANCOM President's Decision no. 314/2017 on the reporting of
statistical data by postal service providers. The data verification ensued more than 150 phone
interviews (on average > 4 interviews/provider) and was concluded in the first half of October.

The aforementioned activities revealed several aspects on the quality of parcels services in

Romania and the impact of e-commerce on postal market, most relevant of which are described in the
following chapters below.
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III. Quality of parcel services

After consolidating the answers received, the quantitative and qualitative analysis of the
resulting data regarding the quality of parcel services revealed the following:

II1.1. Measuring the quality of parcel services

Among the selected providers, 28 (88% of the sampling pool) communicated to the Authority
that they performed measurements on the quality of the parcel services they delivered in 2018.

As regards the frequency of the quality measurements, it was assessed that 20 providers
developed and implemented systems that measure service quality permanently, 6 providers perform
quality measurements on a monthly basis, and 5 respondents implemented systems by which they
measure service quality once or twice a year. Only 4 providers communicated to the Authority that
they had not performed any quality measurements in 2018.

Quality measurements: 2017-2018

Monitoring QoS
5

Other

I 5

5
I 6

Monthly

| 16
e 20

Permanently

. - | 27
Monitored quality
b}
0 10 20 30
Monitored quality Permanently Monthly Other
02017 27 16 5 5
=2018 28 20 6 5

As one can notice from the chart above, the only significant change taking place between
2017 and 2018 as regards the performance of quality measurements refers to the fact that 20 providers
implemented permanent monitoring systems for their parcel services in 2018 as opposed to 16
providers in the previous year. This shows that more than 63% of the providers on the market which
composed the sampling pool have deemed opportune to implement or extend their own quality
measurements systems, including by switching from periodical, sequential monitoring to permanent
monitoring.
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II1.2. Quality measuring procedures

Among the respondents, 26 providers (82% of the sampling pool) answered that they monitored
the quality of their services only in accordance with internal working procedures developed and
implemented at their own expense.

2 providers reported having contracted the quality monitoring services from third parties which
developed customized monitoring procedures and quality quantifying systems. During 2018 no
provider monitored the quality of services based both on an internal procedure and on a third party’s
procedure.

Quality monitoring procedures: 2017-2018

Quality monitoring procedures

Mixt —1
0
Procedure implemented by a third —| 1
party s 2

| 27
——— 26

Internal procedure

0 10 20 30
Internal procedure Procedure implemented by a third Mixt
party
02017 27 1 1
=2018 26 2 0

Of the 4 questioned providers that answered they had not performed quality measurements in
2018, three said subsequently that they were in process of implementing systems for monitoring the
parameters of their services and the performances of their employees in the service provision process.

II1.3. Costs

The analysis of the answers received under the Costs indicator revealed that all the selected
providers invested considerable amounts in 2018 in monitoring the quality of their parcel delivery
services. However, compared to 2016-2017 interval, when the total amount of expenses made in view
of monitoring quality grew by 14% (from about 6,520 thousand to approx. 7,610 thousand), in the
2017 — 2018 interval, this amount decreased slightly by about 110 thousand lei (from approx. 7,610
thousand to approx. 7,500 thousand).
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Quality monitoring costs: 2016-2018

Costs - QoS monitoring

2018 IS 7,500,000 Lei
2017 | 7,610,000 Lei
2016 6,520,000 Lei

02016 02017 m2018

The communication with the questioned providers showed that, unlike previous years, when a
large part of the costs corresponding to quality monitoring was represented by the salaries of the
providers’ employees involved in the monitoring performance, in 2018 the share of the salaries within
the total costs occasioned by quality measurement fell down and the share of the expenses incurred
by the purchase and implementation of softs dedicated to the monitoring process grew instead.

II1.4. Monitored indicators regarding service quality

The answers received revealed that most of the providers considered the following quantity and
quality indicators in their 2018 quality measurements:

- transit times: 25 providers;

- delays in the distribution process (in the assumed transit terms): 26;

- damage on the postal items: 26;

- delivery failure or loss of the postal items: 25;

- staff behaviour: 24;

- number of complaints regarding the lack of technical facilities: 9; respectively,
- other indicators: 4 (i.e., rate of return-to-sender).
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Quality indicators monitored in 2017 and 2018

No. of providers /
Monitored quality indicators 2017-2018

Returns N 4 N
Technical equipment NG O NN
Behaviour NN 0/ ——
Loss I 0 5
Damage NN D 6 ——
Delay NN 0 0 ———
Transit I 7 5 —
2018
1

Returns

Technical equipment i5 ]
Behaviour 20 I
Loss 22 ]
Damage 22 ]
Delay 22 ]

Transit 24 ]
2017

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27

The noticeable difference between 2017 and 2018 concerning the monitoring of the quality
indicators is that the number of providers from the sampling pool who monitored the delays in the
items processing, the damage and the losses of items grew whereas the complaints concerning the
technical equipment were monitored by less providers (from 15 providers in 2017 to only 9 in 2018).
A possible explanation for removing from among the monitoring indicators of the complaints
concerning the lack of technical equipment is that, upon the investments made by providers in the
recent years, the cases of insufficient technical endowment of the working points has reduced
significantly.

II1.5. Guaranteeing delivery terms — domestic parcels

Insofar as guaranteeing delivery terms is concerned, 12 postal service providers (38% of the
sampling pool) undertook to deliver domestic parcels in D°+1 in 2018 as opposed to 17 providers in
2017. The D+2 delivery term was guaranteed in 2018 by 13 providers (41% of the sampling pool)
compared to 12 providers in 2017. 7 providers (22% of the sampling pool) guaranteed D+3 delivery
term as compared to 6 providers in 2017. Also, 5 providers said that they had guaranteed last year
D+4 and D+5 delivery terms, while only one provider answered ANCOM that it had ensured D+11
delivery term.

Compared to the previous years, the analysis of the data submitted by the respondents showed
that several providers processed only cross-border items and did not guarantee delivery times for these

° D = date of postal item clearance

14/33



items at all. As well, it must be mentioned that 11 providers had guaranteed cascading delivery times
(e.g. they ensured D+3 delivery for the postal items which — from various reasons — they could not
deliver in D+1 or D+2).

Several respondents indicated that the impossibility to guarantee shorter delivery terms in the
distribution of the postal items they process is caused by the lack of a proper road infrastructure. The
biggest issues in this sense are met in Bucharest and close to the capital area, but also on the postal
routes connecting the regions Muntenia — Transylvania, Muntenia — Moldova and Transylvania —
Moldova. In this context, it must be emphasized that many of the big providers on the market manage
to guarantee shorter times in the processing of the postal items on/y due to the fact that, in the last
years, they have invested significant amounts in the development of state-of-the-art sorting centres,
many of these customized, in keeping with the traffic specific of each of the mentioned providers. In
other words, the future improvement of these indicators will largely depend to the improvements in
the road infrastructure, at least for the identified areas.

Guaranteed delivery times in 2018

Guaranteed delivery terms

D+1 I 12 providers

D+2 | 13 providers
D+3 | 7 providers
D+4, D+5 5 providers

OD+4,D+5 OD+3 OD+2 mD+1

II1.6. Quality of parcel services in 2018

In 2018 a large number of providers from the sampling pool made quality measurements on
the transit times of the postal items through their own networks, from clearance day (D) until the
delivery time. The above-mentioned measurements concerned, on the one hand, categories of postal
items (parcels < 2 kg, > 2 kg, Express parcels and Cash-on-delivery parcels), and, on the other hand,
the speed of the processing process, resulted in the transit times obtained (D+1, ... D+5, etc.).

Thus, according to the data received from the respondents, the measurements on the categories
of items were performed as follows:

- for domestic parcels weighing < 2 kg: 23 providers (72% of the sampling pool);
- for domestic parcels weighing > 2 kg: 24 providers (75% of the sampling pool);
- for domestic Express parcels: 12 providers (38% of the sampling pool);

- for domestic Cash-on-delivery parcels: 24 providers (75% of the sampling pool).

About the above data, one must mention that the respective figures should be read as follows:
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- not all questioned providers provided processing services on both envisaged weight categories;
in other words, some respondents made performance measurements on one category, while others
made measurements on both categories;

- not all questioned providers provided Express services;

- not all questioned providers provided Cash-on-delivery services;

- not all providers that processed parcels from one category made quality measurements on the
respective items.

To obtain the weighed arithmetical means in view of reflecting the quality performances in the
study area represented by the parcel services, for all the envisaged categories (parcels < 2 kg, > 2
kg, Express parcels and Cash-on-delivery parcels), only those performances obtained by the
questioned providers in relation to the guaranteeing of the D+1 transit times were considered for 2017
and 2018, as this processing speed on the entire technological chain is the reference indicator that
most precisely denotes the expectations of the end-users?O.

II1.6.1. Domestic parcels < 2 Kg

As regards the processing of parcels < 2 kg, the data reported by the respondents showed that
23 providers (72% of the sampling pool) made quality measurements on the transit times of the
parcels in this category in 2018, but only 13 of these measured including the D+1 quality indicator.

Among these, one may notice the first 10 providers that obtained quality performance above
80%, as well as the first 7 respondents that obtained results above 90%. The lowest performance,
assessed and reported by providers in 2018, was at 64%.

As for the general quality performance, the weighed arithmetic average obtained by the
providers from the sampling pool during 2018 was higher than the one registered in 2017 by 6%,
increasing from 81% to 87%.

10 https://statistica.ancom.ro/sscpds/public/files/181 ro; Study on the consumption preferences of Romanian residential postal users —
Quality research report, (pages 33-34, criteria applied to choosing the postal service providers — delivery speed);

16/33



D+1 quality performance in 2018, parcels < 2 kg

Parcels < 2kg, D+1 - 2018

Provider 13 64%

Provider 12 72%o

Provider 11 80% |

Provider 10 859% |
Provider 9 859% |
Provider 8 889% |
Provider 7 909% |
Provider 6 909% |
Provider 5 909% |
Provider 4 96% |
Provider 3 9896 |
Provider 2 98% |
Provider 1 100% |

Weighed arithmetic average in 2018 IR S7/, H
Weighed arithmetic average in 2017 I S 10/,

0% 100%

II1.6.2. Domestic parcels > 2 Kg

In the case of the processing of parcels > 2 kg, according to the data reported by the
respondents for 2018, 24 providers (75% of the sampling pool) made quality measurements on the
transit times of parcels in this category, but only 12 of these measured including the D+1 quality
indicator.

Among these, one may note the first 10 providers that obtained each quality performances
above 80%, respectively the first 6 respondents who obtained results above 90%.

The lowest performance, assessed and reported by providers for 2018, ranged at 61%.
As for the general quality performance, the weighed arithmetic average obtained by the

providers from the sampling pool during 2018 was lower than the one registered in 2017 by 4%,
decreasing from 91% to 87%.
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D+1 quality performance in 2018, parcels > 2 kg

Parcels >2 kg, D+1 - 2018

Provider 12 62%

Provider 11 75% |

Provider 10 80% |
Provider 9 85% |
Provider 8 88% |
Provider 7 899 |
Provider 6 90% |
Provider 5 90% |
Provider 4 90% |
Provider 3 979%0 |
Provider 2 989% |
Provider 1 989% |

Weighed arithmetic average in 2015 R 57/
Weighed arithmetic average in 2017 I 917/, I

0% 100%

II1.6.3. Express parcels

According to the provisions in Section 3.14.7. of Annex no. 1 — General Authorisation Regime
to ANCOM President’s Decision no. 313/2017 on the general authorisation regime for the provision of
postal services, the providers of Express services have the obligation to deliver the respective items
within 12 hours in the same locality, in 24 hours between county capitals and county-wide, respectively
in 36 hours between any two localities on the territory of Romania.

Considering the specific obligation of the Express service providers to ensure delivery to the
addressee of an Express item within D+1 in the same locality, and between county capitals and county-
wide (based on the submission time on the previous day) and within D+2 between any two other
localities on the territory of Romania, quality measurements on the transit periods of Express items
should be deemed one of the managerial priorities of the postal service providers in this category.

However, the answers received from the providers of Express services during 2018 revealed
that only 11 of them (34% of the sampling pool) carried out quality measurements for the D+1
indicator (as opposed to 9 providers in 2017).

Among these, one should note the first 2 providers that obtained each quality performances of

100%, and the first 9 respondents who reported results above 90%. The lowest performance, assessed
and reported by providers for 2018, ranged at 80%.
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As for the general quality performance, the weighed arithmetic average obtained by the
providers from the sampling pool during 2018 was higher than the one registered in 2017 by 3%, up
from 91% to 94%.

D+1 quality performance in 2018, Express parcels

Express parcels, D+1 - 2018

Provider 11 80% ]

Provider 10 85% |
Provider 9 909%o ]
Provider 8 929% |
Provider 7 929% !
Provider 6 97% |
Provider 5 97% |
Provider 4 98% |
Provider 3 9990/ |
Provider 2 100% |
Provider 1 100% |

Weighed arithmetic average in 2018 I O 4.0/, I
Weighed arithmetic average in 2017 I 10/, D

0% 100%

II1.6.4. Cash-on-delivery parcels

In the case of the processing of Cash-on-delivery parcels, the reported data for 2018 show that
24 providers (75% of the sampling pool) made quality measurements on the transit times of parcels
in this category, but only 12 of these measured including the D+1 indicator.

Among these, one may note the first 4 providers that obtained each quality performances above
90%, and the first 9 respondents that obtained results above 80%. The lowest performance, assessed
and reported by providers for 2018, ranged at 60%.

As for the general quality performance, the weighed arithmetic average obtained by the
providers from the sampling pool during 2018 was lower than the one registered in 2017 by 12%,
down from 92% to 84%.

A possible explanation for the downward trend of performances in the 2017-2018 interval for
this category of items, as resulted from the phone interviews carried with the questioned providers, is
that many of them made measurements which concerned not only the actual time of delivery of items
to the addressees, but also the actual closing of the Cash-on-delivery service, namely the time of actual
remittance of the amount paid for the service to the users who accessed the service.
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D+1 quality performance in 2018, Cash-on-delivery parcels

Cash-on-delivery parcels, D+1 - 2018

Provider 12 60% |

Provider 11 629% ]

Provider 10 72%0
Provider 9 829% |
Provider 8 83% |
Provider 7 859% |
Provider 6 88% |
Provider 5 899 |
Provider 4 90% |
Provider 3 97% |
Provider 2 989% |
Provider 1 989% |

Weighed arithmetic average in 2018 NN 849/ I——
Weighed arithmetic average in 2017 I 9 0/ | ——

0% 100%

II1.7. Complaints concerning the processing of postal parcels in 2018

The respondents’ answers on the number of complaints regarding the processing of postal
parcels in 2018 revealed that, as in previous years, all the providers in the sampling pool monitored
these complaints by the issues raised therein, i.e.: failure to observe delivery terms, loss of the postal
items, staff behaviour, failure to transfer the cash received from the addressee upon delivery to the
sender.

Thus, if 80,652 complaints were registered in 2017, in 2018 their number grew to 108,533,
by 27,881 more complaints as compared to 2017 (up by 25%). The detailed situation of these
complaints, by the issued raised therein, is presented in the graph below.

11 Considering that some of the questioned providers brought corrections to the data concerning the statistics of the complaints lodged
in 2017 and 2018, their number suffered changes as compared to the Survey published by ANCOM last year, as well as to the figures
published in the annual statistical reports for 2017 and 2018.
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Complaints concerning the processing of postal items in 2017 and 2018

Parcel-related complaints 2017-2018
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II1.8. Investments for improving the quality of parcel services

The analysis of the information received from the providers in the sampling pool regarding their
investments aimed at improving service quality in 2018 revealed in the following relevant conclusions:

II1.8.1. Technology investment

In 2018, the number of providers who invested in enlarging their car fleets grew (23 providers,
72% of the sampling pool as opposed to only 17 in 2017). As well, the nhumber of providers who
purchased air transport services also grew, the respective providers thus wishing to increase efficiency
of the overall processing of the postal parcels by high speed transport (6 providers in 2018 compared
to 4in 2017).

8 providers (25% of the sampling pool) invested in the acquisition of smart facilities and in the
implementation of self-service distribution services in 2018.

The development and implementation of automated, fast sorting solutions was a priority for
almost half of the questioned providers, 15 of them communicating ANCOM that they had made
significant investments in 2018 in the optimisation of the sorting processes, as opposed to 10 providers
reporting such investments in 2017.

It is worth mentioning that, in the context of technology investments made in 2018, a single
provider invested over 25 million euros in a sorting centre which became one of the most modern such
centres from Central and Eastern Europe.

As for investments in the implementation of Track&Trace systems to follow the technological
flow, the number of providers who made such investments in 2018 grew to 18 (57% of the sampling
pool), from 16 in 2017.

In 2018, diversifying the transport means in densely populated urban areas and/or in remote
rural areas by purchasing bicycles, scooters, motorcycles, ATVs, etc. was a priority for only 3 providers,
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as opposed to the modernisation and automatization of the working points in which 20 providers
invested (63% of the sampling pool).

Technology investments between 2017 and 2018

Technology investment 2017-2018

Working point optimisation NN ? () D
Alternative transport (moto/velo/atv) I 3 Il
Track&Trace implementation IIIIIINNENGNGNGGNGNGNGEE 1 S N
Fast sorting centres NG 15 IS
Self-service distribution N S I
Air transport I 6 N
Car fleet enlargement GGG D 5
2018

Working point optimisation — {14 ]
3

Alternative transport (moto/velo/atv)

Track&Trace implementation 16

Fast sorting centres 10 ]

Self-service distribution 7 |

Air transport 4

Car fleet enlargement 17

2017
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I11.8.2. Staff investment

In 2018, hiring additional staff was a priority for 21 of the surveyed providers (66% of the
sampling pool), as compared to 16 in 2017. Also, 29 providers (90% of the sampling pool) invested in
staff training in 2018 whereas this was a priority for only 18 respondents in the previous year.

Staff investments between 2017 and 2018

Staff investment 2017-2018

staff training | 2 O | —
staff hiring NG 1 ——
2018

Staff training 18

Staff hiring 16

2017
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II1.8.3. Investment in developing the postal network

In 2018, ten providers (32% of sampling pool) opened additional working points compared to
9 providers in 2017.

14 providers (44%) invested in increasing the geographical coverage of their networks,
including by contracting clearance, sorting, transport and delivery services provided by local postal
service providers in 2018 as compared to 12 providers in 2017. This indicator was correlated with
investments aimed at optimizing the organization of transport routes (24 providers).

Investments in networks between 2017 and 2018

Investments in postal networks 2017-2018

Local sub-contracting [N 14 I
Working points opening I 10 I

2018

Local sub-contracting 12

Working points opening 9

2017
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II1.9. Service quality growth drivers

As in the previous years, in the questionnaire on the quality of parcel services, the providers
were offered a list of factors that would drive to enhancing the quality of services, and they were
required to rank the respective factors from "1 - most important” to "5 - the least important". The
factors mentioned above are: "employees", "technology", "innovation", "salaries" and "postal network
optimization".

Thus, ANCOM aimed at drawing up a synopsis of the management policies implemented in the
development of the responding companies. The scores set for the factors under the questionnaire are,
for 2018, as follows:

- “employees”: 49 points (43 in 2017); the employees’ professional training remained the main
driver for quality of service growth in the perspective of the surveyed providers;

- “technology”: 66 points (63 in 2017); it was considered the second most important growth
factor in correlation with the technology investments made by the providers in the year in question;

- “innovation”: 108 points (107 in 2017); bringing innovation to the process of postal service
provision, in the opinion of the surveyed providers, is a quality of service growth driver less important
than the employees’ professional training and the automatization of the operational processes;

- “salaries”: 120 points (107 in 2017); just as in the previous year, in 2018, the salaries of the
employees involved in the processing of the postal items is not deemed a possible quality of service
growth driver;
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- “postal network optimization”: 126 points (98 in 2017); the optimization of the postal network
by opening new access/contact points or updating the transport routes etc. is considered, as in 2017,
the least important factor in the quality of service growth, this showing the stability of the networks of
the surveyed providers.

Quality of service growth drivers 2017 - 2018

Scores - QoS growth factors
lowest score = most important

| 98
I m————— 126

| 107
T 120

Postal network optimization

Salaries

Innovation | 107
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Technology
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Employees | 43
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. . Postal network
Employees Technology Innovation Salaries optimization
02017 43 63 107 107 98
m2018 49 66 108 120 126
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IV. E-commerce impact on Romanian postal market in 2018
IV.1. Dynamics of traffic volume in Romania

IV.1.1. Dynamics of total postal traffic

With a view to carrying out the analysis of the quality of parcel services and to substantiating
the study on the impact of e-commerce on the postal service market in Romania, the Authority used
the most recent data on the postal industry evolution, resulting from the annual statistical data
reported by the providers of postal services!?.

Concerning the total postal traffic, the Romanian postal industry grew from 555 million postal
items in 2017 to 582 million items in 2018 (up by approx. 5%).

Total postal traffic dynamics: 2017-2018

Total no. of postal items (million pieces)

2018 . 582
2017 ] 555
500 510 520 530 540 550 560 570 580 590
02017 m2018

IV.1.2. Parcel traffic dynamics

Domestic traffic of parcels outside the scope of universal service

In 2018 the domestic traffic of parcels outside the scope of universal service grew by approx.
22% (from 56 million parcels in 2017 to 68 million), this growth confirming once more the upward
trend of the Romanian market in the recent years.

Dynamics of the domestic traffic of parcels outside the scope of universal service: 2017-2018

Total no. of domestic postal parcels outside the scope of universal service (million)

2018 e 68

2017 . 56
2016 47
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12 http://www.ancom.ro/uploads/links files/Raport servicii postale 2018.pdf — Romanian postal market in 2017, page 10, Section 4.1.1.
— Evolution of total postal traffic
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Cross-border traffic of parcels outside the scope of universal service

Between 2016 and 2018, the cross-border traffic of postal parcels outside the scope of universal
service has known fluctuating dynamics, dropping from 2.7 million parcels in 2016 to 1.3 million in
2017, and then rising to 1.8 million items in 2018.

Dynamics of the cross-border traffic of parcels outside the scope of universal service: 2016-2017

Total no. of cross-border postal parcels outside the scope of universal service (million pieces)

2018 I 1.8
2017 1.3
2016 1 2.7
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IV.2. Dynamics of e-commerce industry

According to the data published by E-commerce Europe!? during 2019, the internet penetration
rate in the European countries continued to grow, with more than 90% penetration rate in Northern
Europe and a lower penetration rate, at 71%, in Eastern Europe.

The internet penetration rate in European countries ranks Romania 27t from 35 states, with
74%, immediately after Poland, which has a 75% penetration rate.

As regards the use of internet for making online purchases, the e-commerce industry in Europe
presents, /nter alia, the following features:

- the European online retail market grew in 2018 by 11.87% and generated a turnover of
approximately EUR 547 billion (Eastern Europe — 23 billion within the total), while the estimations for
2019 predicted an increase by 14-15% and a turnover of more than EUR 600 billion;

- Switzerland has most e-commerce consumers: 88% of the population, followed by United
Kingdom and Denmark (87%, respectively 86% of the population);

- Romania and Ukraine are ranked last in this standing, with 26%, respectively 22% of the
population;

- the inhabitants of Malta made most purchases outside their residence country, with an index
of 89% (Romania — 13%);

- the consumers from Portugal seem to be most preoccupied by the safety of the online payment
methods, with an index of 29% (Romania — 8%);

13 E-commerce Europe — an association representing 75,000+ companies selling goods online to consumers in Europe, and conducting
market studies and analyses.

https://www.ecommerce-europe.eu/wp-content/uploads/2019/07/European Ecommerce report 2019 freeFinal-version.pdf

The report is structured on regional clusters: Western Europe (The Netherlands, Belgium, UK, Ireland, France, Luxembourg, Germany),
Northern Europe (Denmark, Estonia, Finland, Iceland, Latvia, Lithuania, Norway, Sweden), Central Europe (Austria, Czechia, Hungary,
Poland, Switzerland), Eastern Europe (Bulgaria, Russia, Ukraine, Romania, Northern Macedonia, Serbia), respectively Southern Europe
(Croatia, Cyprus, Greece, Italy, Malta, Portugal, Turkey, Spain);
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- consumers from Montenegro are most concerned with the delays registered in the distribution
of the goods purchased online, with an index of 22% (Romania — 3%);

- the inhabitants of Kosovo, Montenegro and Romania are the most reluctant Europeans as
regards the online purchases, most of them preferring to keep buying goods from traditional physical
stores.

Regarding the e-commerce industry in Romania, the report published by E-commerce Europe
concludes that 74% of the online buyers prefer to pay for the purchased goods upon delivery, 25%
prefer direct payment with a bank card and 1% prefer paying through bank transfer.

On a national plan, according to the same study, among the postal service providers in Romania
involved in the distribution of goods purchased online are mentioned companies that are included in
the sampling pool set by ANCOM for the present study. As well, among the most accessed e-retailers
are mentioned the online stores eMag.ro, Altex.ro, Cel.ro, Elefant.ro, F64.ro, Evomag.ro.

For a clearer picture of the evolution of e-commerce industry in Romania, according to the data
presented in the most recent GPeC Romanial* report on the development of e-commerce industry in
2018, the e-commerce consumers in Romania made online purchases worth EUR 3.5 billion (up by
30% compared to the previous year) and it is estimated that this amount will exceed EUR 5 billion in
2020.

About the consumption preferences of Romanian users, according to the data released by GPeC,
in 2018, the most important categories of products purchased online consisted of electronic devices,
fashion accessories and beauty products, interior design items and books.

Similarly to the previous years, one of the most important growth drivers in the industry was
the value brought about by the Black Friday phenomenon, which reached more than EUR 250 million,
up by about 30% compared to 2017.

As well, according to GPeC data, the number of online stores in Romania grew in 2018 compared
to the previous year by over 110%, reaching to more than 15,000.

From the perspective of these evolutions and bearing in mind the direct correlations existing
between the evolution of e-commerce industry and that of postal services, ANCOM undertook the
present study aiming at identifying the dynamics of the main qualitative and quantitative indicators
which it has selected in this regard.

Thus, from the analysis of the responses received from the postal service providers selected for
the sampling pool with regard to e-commerce impact on the industry, the following conclusions
resulted:

14 GPeC - e-Commerce Awards:
https://www.gpec.ro/blog/raportul-pietei-ecommerce-gpec-2018-romanii-au-facut-cumparaturi-online-de-peste-3-5-miliarde-euro-in-
2018
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IV.3. Postal traffic and revenues from e-commerce
IV.3.1. Traffic

The analysis of the data reported by providers regarding the number of postal items generated
by e-commerce showed that in the case of 4 providers their total postal traffic is entirely generated by
e-commerce.

During 2016, the total postal traffic volume of the providers in the sampling pool amounted to
more than 419 million postal items, of which 8%, almost 33 million items, was generated by e-
commerce. The upward trend maintained in 2017, when the total postal traffic volume of the providers
in the sampling pool reached over 430 million items, of which 13%, more than 54 million items, were
generated by e-commerce.

Confirming this upward trend, the data received from the questioned providers show that
relevant increases in terms of total postal traffic volume were registered during 2018. Thus, the total
traffic volume of the providers in the sampling pool amounted to more than 445 million items, approx.
18% of this being held by the number of items resulted from e-commerce, which surpass 79 million
items.

As a trend at the sector level, it is worth noticing that 2018 registered increases in both total
postal traffic and total traffic generated by e-commerce, with a special note on the growth dynamics
of the share of respective postal items in the total volume (8% in 2016, 13% in 2017, respectively
18% in 2018).

Dynamics of parcel traffic generated by e-commerce: 2016-2017-2018

Traffic of parcels generated by e-commerce in 2016, 2017 and 2018
(million pieces)

2018 I 79
2017 | 54

2016 33
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IV.3.2. Revenues

In 2017, the total revenues obtained from the provision of postal services by the providers in
the sampling pool amounted to about 2.65 billion RON, of which 728 million RON> (27% share) were
revenues generated by the processing of items resulted from e-commercel®,

15 Approx. EUR 161 million (exchange rate EUR 1 = RON 4.5, for 2017);
16 Taking into account that the sampling pool on which the present study is based is different from the previous research sampling pool,
and considering the correction brought by the postal service providers to the statistical data reported by ANCOM, the figures published
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The analysis of the data communicated by the providers on their e-commerce revenues revealed
that, in 2018, only 5 suppliers could clearly identify these revenues. The majority of questioned
providers sent ANCOM estimated figures as they did not know exactly the amount of the revenues
obtained from e-commerce.

The data reported by the sampling pool revealed that in 2018 the total revenue obtained by the
respective providers amounted to approx. RON 3.05 billion, while the total amount of the revenues
obtained from processing e-commerce items reached approx. RON 1.15 billion'” (38% share).

It is remarkable that, in 2018, the electronic commerce industry brought the postal service
providers revenues exceeding RON 1 billion (y.o.y growth by more than RON 422 million), and the
shares of these revenues within the total revenues of the postal market are on an upward trend, with
an increase of more than 10% (from a 27% share in 2017 to a 38% share in 2018).

Dynamics of postal revenues generated by e-commerce: 2017-2018

Postal revenues generated by e-commerce in 2017 and 2018 (million RON)
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2017 | 728
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IV.4. Types of postal items generated by e-commerce

The respondents' answers regarding the types of postal items generated by e-commerce
revealed that most of the providers processed mainly domestic postal items (19 providers in 2018, 16
providers in 2017).

Regarding the cross-border postal items generated by e-commerce, the responses received by
the Authority show that 14 providers processed cross-border e-commerce items (both inbound and
outbound items) in 2018.

IV.5. Complaints concerning the processing of postal items generated by e-
commerce

The number of complaints received by the providers in 2017 and 20188 following the processing
of postal items generated by e-commerce was monitored by the categories: grounded, ungrounded,
settled with damage payments, settled without damage payments, respectively unsettied.

in the 20117 study referring to the revenues exclusively obtained from the processing of e-commerce items were consequently updated
to reflect the higher figures;

17 Approx. EUR 244 million (exchange rate EUR 1 = RON 4.7, December 2018);

18 Taking into account that the sampling pool on which the present study is based is different from the previous research sampling pool,
and considering the correction brought by the postal service providers to the statistical data reported by ANCOM, the figures published
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Complaints on the processing of postal parcels generated by the e-commerce industry in 2017 and 2018

e-commerce parcel related complaints 2017-2018
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The analysis of the data regarding complaints reveals that, compared to 2017, the number of
grounded complaints and the number of ungrounded complaints grew in 2018. As well, a slight
increase was registered in the number of complaints settled with damage payment.

IV.6. Postal services generated by e-commerce in 2017 and 2018

The questionnaire on the impact of e-commerce on the postal service market made available a
list of services to the providers in the sampling pool. They had to order these services from "1 — most
frequently” to "6 - least frequently". The postal services proposed by ANCOM were "Registered items",
"Cash-on-delivery", "Express", "Special delivery", "Advice of delivery" and "Change of destination".
Thus, ANCOM aimed at obtaining a synoptic chart regarding the postal services directly generated by

the e-commerce industry.

Having analysed the answers received from the providers, the Authority reached the following
conclusions:

- most of the providers communicated to the Authority that the most frequent services they
provided in the case of postal items resulting from e-commerce were Cash-on-delivery and Advice of
delivery (these received the lowest scores: 29 in 2017 and 46 in 2018 Cash-on-delivery, 44 in 2017
and 56 in 2018 Advice of delivery)

- the next most frequently used postal service for e-commerce items is “Registered items”,
respectively 50 points in 2017 and 63 points in 2018;

with reference to the complaints regarding exclusively the processing of e-commerce items in 2017 and 2018 were updated to reflect
the lower figures;
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- the “Express” service was scored by the providers in the general synopsis with 33 points for
2017 and 78 for 2018, whereas Special delivery and Change of destination were indicated as the least
frequently used services for processing the items in question (with 81 points, respectively 96).

Postal services generated by e-commerce 2017 - 2018

Scores - postal services generated by e-commerce
lowest score = most frequent

Change of destination

Advice of delivery

Special delivery

Express

Registered items

| 46

Cash-on-delivery

0 10 20 30 40 50 60 70 80 90 100 110
. . . . . . . Change of
Cash-on-deliveryRegistered items Express Special deliveryAdvice of delivery destination
02017 46 50 33 42 44 48
2018 46 63 78 81 56 96

IV.7. Track & Trace

In 2018, 22 providers (69% of the sampling pool) made available the Track&Trace!® service in
the processing of the postal items generated by e-commerce as compared to 18 in the previous year.

IV.8. Types of senders introducing e-commerce items in the postal network

15 providers in the sampling pool communicated ANCOM that, in their case, the main senders
generating e-commerce postal items are the online stores and only 6 pointed out as main generators
of such items the residential senders and addressees who sell and buy goods using online platforms
such as eMag, Altex, Okazii, OLX etc.

19 See section IV.7.1. Technology investments
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V. Conclusions
V.1. Conclusions on the quality of parcel services in Romania in 2018

- although they do not have the obligation to make quality measurements, 88% of the postal
providers in the sampling pool monitored the quality of their parcel services in 2018, 20 of them
communicating to ANCOM that they had implemented permanent monitoring systems (as opposed to
16 in 2017);

- the amounts invested by the providers in 2018 in view of monitoring quality registered an
insignificant decrease compared to 2017, from 7.61 million RON to 7.50 million RON;

- the quality indicators monitored by most of the questioned providers for measuring the quality
of the parcel services in 2018 were: delays in the distribution of items (26 providers); damage of postal
items (26 providers); failure to deliver the items (25 providers), transit times (25 providers);
respectively staff behaviour in relation to the end-users (24 providers);

- the general quality performance of the parcel services in the postal sector registered in 2018,
on categories of items and services, the following dynamics: parcels < 2 Kg registered a quality
increase, from 81% in 2017 to 87% in 2018; parcels > 2 Kg — decrease, from 91% to 87%; Express
parcels — increase, from 91% to 94%; Cash-on-delivery services, decrease — from 92% to 84%;

- as investments in improving the quality of services are concerned, the only notable difference
compared to 2017 is that in 2018 the number of providers who invested in the enlargement of their
car fleets grew (23 providers from 17 in the previous year) and that the number of the providers who
purchased air transport services also grew (6 providers as opposed to 4 in 2017);

- the trend registered in 2018 confirms that the Track&Trace service was implemented by all
big providers on the market and became standard component of their services;

- the most pressing issues faced by the Romanian postal market are the acute lack of workforce
and the status of the road infrastructure mainly in the large urban areas (Bucharest, Cluj, Brasov,
Timisoara) and as regards certain road links between regions (Muntenia — Transylvania, Transylvania
— Moldova, respectively Muntenia — Moldova);

- just as in the previous year, the most important QoS growth factor, from the management

perspective of the surveyed providers, was “employees”, less important in this context being
considered “salaries” and, unlike previous years, “network optimization”;

32/33



V.2. Conclusions on the impact of the e-commerce industry on the postal services
market in Romania, in 2018

- the postal traffic generated by e-commerce knows an upward trend, growing from approx. 54
million parcels in 2017 to a little more than 79 million parcels in 2018 (its share in the total postal
traffic also grew compared to 2017 from 13% to 18%);

- the revenues generated on the postal market by the e-commerce industry in 2018 exceeded
RON 1 billion, with an approx. share of 38% in the total revenues, up by about 10% from previous
year;

- in 2018 e-commerce influenced the Romanian postal market mostly outside the scope of

universal service, most end-users requesting in view of distribution of postal items generated by e-
commerce the Registered items and Advice of delivery services.
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