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Subject: COMPETITION IN UK POSTAL 
SERVICES 

Purpose of Report 

This report advises of correspondence received from Postcomm with regard to 
consultation in the UK postal services market. 

Background 

Postcomm is the independent regulatory body for postal services in the United Kingdom. 
Postcomm’s primary duty is to ensure that customers continue to benefit from a universal 
postal service at an affordable and geographically uniform tariff. Subject to this duty, 
Postcomm has a duty to further the interests of postal users, wherever possible, by 
promoting effective com pe t i t io n . 

Postcomm produced proposals for the introduction of competition in the UK postal 
services market. The Council were consulted on those proposals and, following 
consideration, the Committee at its meeting on 27 February approved a response. 

Current Correspondence 

Postcomm have now written to advise that, following consideration of responses received, 
the underlying approach to achieving full liberalisation through a transitional three stage 
plan has not been altered although Consignia have been given more time to prepare for 
and adapt to competition. Potential operators will be able to begin the process of applying 
for licences from 1 June 2002 with such licences coming into force not earlier than 
1 January 2003. 

Postcomm have also consulted on proposed terms and conditions for standard postal 
licences. Those licences are envisaged to last for a period of seven years and the 
proposed terms and conditions include 

0 requirements for the operator to protect the mail; 

0 requirement for the operator to have arrangements such as a guarantee to ensure 
that, if the operator goes out of business, undelivered mail is properly dealt with. 

Postcomm also seeks views as to whether provision should be included to guard against 
oversees monopoly postal operators cross-subsidising their UK activities with profits from 
their monopoly businesses. 
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4. Considerations 

4.1 A principal consideration in determining the Council’s response to the earlier consultation 
was the need to protect universal services. The Council were not persuaded by 
Postcomm’s views that universal services are profitable and that no individual product 
category or generic delivery density was loss-making in aggregate. Additionally it was the 
Council’s view that aggregate profitability in product categories could be vulnerable to 
‘cherry picking’ profitable elements. 

4.2 It would appear that those concerns have not been fully addressed in Postcomm’s 
conclusions with regard to the promotion of competition: it may be, however, that there 
remains an opportunity to safeguard the position through inclusion, in the terms and 
conditions for standard postal licences, of a condition preventing cherry picking. 

4.3 In addition, it is considered that it would be appropriate to include conditions to prevent 
cross subsidy from overseas monopoly provision. 

5. Recommendation 

5.1 It is recommended that the Committee 

(a) note the action taken by Postcomm following the consultation on promoting effective 
competition in UK postal services; and 

(b) authorise a response to the consultation on terms and conditions for standard postal 
licences. 

. 

Members seeking further information on the contents of this report are asked to contact John Fleming, Head 
of Central Services on Extension 2228. 
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