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Wednesday, May 27, 2009 
 
5:30 - 7:00 Registration Registration 

7:00  Reception Reception 

8:00  Welcome and Introduction to Conference: Michael A. Crew and Paul R. Kleindorfer 

Dinner & Speech:  

Thursday, May 28, 2009 
 
7:30   Breakfast   

9:00 - 10:40  Concurrent Sessions  

REGULATION I                                ROOM TBA     
Chair: Bernhard Bukovc 
Discussants:  

Antonio Amaral, C. Mota & P. Louro: Assessing the 
Cost of Capital for the USP: a practical approach 

Geoff Bickerton, J. Sauber & K. Steinhoff: 
Deregulation and the American and Canadian Posts: The 
Positions of Stakeholders  

Richard Bradley & P. Burns: Regulation in an 
uncertain world: who needs price protection now? 

COMPETITION POLICY I                ROOM TBA  
Chair: Charles Fattore 
Discussants:    

Paul C. Smith & P. Vogel: Transportation 
Outsourcing: A Team of Rivals  

Damien Geradin: Dominance in the Postal Sector – 
The contribution of the Guidance Paper on Article 
82EC 

Stephen Gibson & S. Holder: Focussing regulation 
on bottlenecks: Perspectives on separation options  

 

10:40 - 11:00 Coffee Break   

11:00 - 12:40 Concurrent Sessions  

REGULATION II                               ROOM TBA    
Chair: A.Lee Fritschler 
Discussants:   Michael Scanlon 

Paul Schoorl: Do-Not-Mail Legislation: Impacts on 
Mail Service and the Economy 

Jessica Lowrance & Rita Brickman: Securing the 
Future of Universal Postal Service in the United States 

Greg Swinand: The Theory and Practice of Setting the 
X-factor in Postal Pricing 

COMPETITION POLICY II             ROOM TBA    
Chair: Joost Vantomme 
Discussants: Pekka Leskinsen, Wolfgang Pickave, 

Derek Holt 

John Hearn: Nurturing competition in newly 
liberalized postal markets in Europe 

Richard Eccles: National Regulation of Postal 
Services under the 2008 EU Postal Services Directive 
 
Mary Davies: The Regulator’s Choice between Sector 
specific regulation versus Competition Policy 

 

12:40 - 2:00  Lunch    Lunch 
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Thursday, May 28, 2009 (CONTINUED) 
2:00 - 3:30  Concurrent Sessions    

REGULATION III                             ROOM TBA    
Chair:  
Discussants:   

Stephen Bell, John Baldwin & Billy Hayes: The 
review of competition in the UK postal industry-
agencies, policies and outcomes 

Bénédicte Bouin & G. Lacroix: Price Cap Regulation: 
The French Experience 

Carlos Costa: Independent Postal Utility Regulation: 
Necessity or Inutility?  

STRATEGY                                      ROOM TBA    
Chair: Rob Sheldon 
Discussants:  Sven Heitzler, Alberto Pimenta 

Peter Koppe, C. Bosch, S. Hömstreit & S. Pohl: The 
economic crisis as reinforcement of e-Substitution in 
the mail market 

Neil Anderson & S. DeMatteo: Remittances and the 
role of Post Offices in the financial structure of 
economies 

Leon Pintsov & A. Obrea: Lessons from Postal 
Product Innovation 

3:30   Break   

7:00   Reception    Reception 

8:00 –     Dinner & Speech: Jean-Paul Bailly, CEO - Groupe La Poste    
 

Friday, May 29, 2009 
7:30   Breakfast  Breakfast 

9:00 - 10:40  Concurrent Sessions     
SUSTAINABILITY                                   ROOM TBA  
Chair:   
Discussants:  

François Boldron &C. Defaye-Geneste & Isabelle 
Prot: Sustainable development and postal sector 

Luis Jimenez: A Comparison of the Carbon Footprint of 
Mail and Electronic Communications 

Lawrence Buc, P. Soyka & S. Glick: Life Cycle 
Inventory of Mail in the United States 

DEMAND                                ROOM TBA 
Chair:  
Discussants:  Heikki Nikali  
 
Catherine Cazals, F. Boldron, J.-P. Florens & S. 
Lécou: Some Dynamic Models for Mail Demand: the 
French case 
Frédérique Fève, J. -P. Florens, F. Rodriguez & S. 
Soteri: Forecasting Mail Volumes 

Leeni Kiikkilä: Customer satisfaction models for b-to-
b customers in the case of Itella

10:40 - 11:00 Coffee Break  

11:00 - 12:40 Concurrent Sessions     
USO I                                                  ROOM TBA   
Chair: Nancy Sparks 
Discussants:  Sture Wallander, Sven Heitzler 

Norma B. Nieto, M. Bradley, J. Colvin & D. Tobias: 
The Cost of a Uniform Price Rule in Liberalized 
Environment 

Christian Jaag& Urs Trinkner: Would the real cost of 
universal service provision please stand up? A calibrated 
approach to universal service costing and financing 

Philippe De Donder, H. Cremer, P. Dudley & F. 
Rodriguez:  Welfare and Cost for the Changes in 
Service Specification within the Universal Service 

COSTING I                                      ROOM TBA     
Chair:  
Discussants:  Sandy Glick 

Margaret Cigno & D. Monaco: Changing Postal 
Environments and the Impact on Marginal Cost 

Martin Koller & M. Filippini: Economies of Scale 
and Scope in the Swiss Post Office Network 

Lise Martin, S. Bernard & B. Roy: Cost drivers in 
the postal sector: the influence of weight and format on 
manual processes 
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Friday, May 29, 2009 (CONTINUED) 
12:40 - 2:00  Lunch  Lunch 

2:00 - 3:30  Concurrent Session  

USO II                                             ROOM TBA                           
Chair: James Pierce Myers 
Discussants:  Jan Bart Henry 

Robert Cohen, C. McBride & J. Panzar: The Value of 
the Postal Monopoly and the USO in the United States 

Helmuth Cremer, C. Borsenberger, P. De Donder, D. 
Joram & B. Roy: Funding the cost of universal service 
in a liberalized postal sector 

Joan Calzada, C. Jaag & U. Trinkner: Tendering 
Universal Service Obligations in Liberalized Postal 
Markets 

COSTING II                                      ROOM TBA                 
Chair:  
Discussants:    

Meloria Meschi & N. Waghe: The Effect of Falling 
Volumes on Traditional Efficiency Assessment  

Edward S. Pearsall, M. Cigno & D. Monaco: A 
Measurement of the Cost of Universal Service 

V. Visco Comandini, A. Consiglio, E. Piccinin, MR 
Pierleoni & S. Gori: What is a well run typical 
undertaking in the postal sector?

3:30   Break  

7:00   Reception  Reception 

8:00 –    Dinner & Speech:  

Saturday, May 30, 2009 
7:00 Breakfast  Breakfast 

9:00 - 10:35  USO III                                 ROOM TBA              

   Chair:  
Discussants:   

   Claire Borsenberger, D. Joram & B. Roy: The costs of universal service in the postal sector: a cross comparison 
of counterfactual scenarios 

   James I. Campbell Jr.: Historical Development of a Universal Service Obligation in the United States 

Isabelle Carslake & G. Houpis: Evaluating USO Costs in a Liberalized Environment: A Comparative Analysis  

10:35 - 11:05 Coffee Break    

11:05 - 12:55 ACCESS  ROOM TBA      

   Chair:   
Discussants:   

   Michael A. Crew & P. Kleindorfer: Access Under Full Market Opening 

   Shoji Maruyama: Future Problems Concerning Access in the Postal Market: Significance of Existing Bypass 
Networks 

   Joost Vantomme, A. Fratini & B. Roy: Access in the Postal Sector: A Framework of Regulatory Analysis 

12:55 - 1:00  Concluding Remarks – Michael A. Crew 

1:00   Lunch (Conference Ends) Lunch 
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POSTAL AND DELIVERY ECONOMICS PUBLICATIONS 
The following edited books resulted from Previous CRRI Postal Events: 

• Postal Reform, Edited by James I. Campbell, Jr., Michael A. Crew, and Paul R. Kleindorfer, Edward Elgar, Dec 2008 
• Competition and Regulation in the Postal and Delivery Sector, edited by M.A. Crew and P.R. Kleindorfer, Edward Elgar, 2008 
• Liberalization of the Postal and Delivery Sector, edited by M.A. Crew and P.R. Kleindorfer, Edward Elgar, 2007 
• Progress toward Liberalization of the Postal and Delivery Sector, edited by M.A. Crew and P.R. Kleindorfer, Springer, 2006 
• Regulatory and Economics Challenges in the Postal and Delivery Sector, edited by M.A. Crew and P.R. Kleindorfer, Kluwer 

Academic Publishers, 2005 
• Competitive Transformation of the Postal and Delivery Sector; edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic 

Publishers, 2004  
• Postal and Delivery Services: Delivering on Competition, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic 

Publishers, 2003 
• Postal and Delivery Services: Pricing, Productivity, Regulation and Strategy, edited by M.A. Crew and P.R. Kleindorfer, Kluwer 

Academic Publishers, 2001 
• Future Directions in Postal Reform, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic Publishers, 2001 
• Current Directions in Postal Reform, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic Publishers, 2000 
• Emerging Competition in the Postal and Delivery Services, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic 

Publishers, 1999 
• Managing Change in the Postal and Delivery Services, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic Publishers, 

1997 
• Commercialization of Postal and Delivery Services: National and International Perspectives, edited by M.A. Crew and P.R. 

Kleindorfer, Kluwer Academic Publishers, 1994 
• Regulation and the Nature of Postal and Delivery Services, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic 

Publishers, 1992 
• Competition and Innovation in Postal Services, edited by M.A. Crew and P.R. Kleindorfer, Kluwer Academic Publishers, 1991 

The following are texts on postal economics: 

• Postal Reform; edited by J.I. Campbell, M.A. Crew and P.R. Kleindorfer, Edward Elgar, forthcoming 2008. 
• The Economics of Postal Service, by M.A. Crew and P.R. Kleindorfer, Kluwer Academic Publishers, 1992 

These books are published by Springer and Edward Elgar.  For information on ordering the books is available at either 
www.springeronline.com or http://www.e-elgar.co.uk/. 

CONFERENCE STAFF 
Professor Michael A. Crew, Director—CRRI  
 Conference Chair 
Karen Walters, Assistant to the Director—CRRI, 
 Conference Administrator 
Center for Research in Regulated Industries 
Rutgers Business School, Rutgers University 
180 University Avenue, Newark, NJ 07102-1897, USA 

Telephone: 973-353-5049 (Office); 973-353-1348 (fax) 
Michael A. Crew: 908-221-0524 (Home) 
Email: mcrew@rbs.rutgers.edu (Michael Crew) 
 crri@rbs.rutgers.edu (Jose M. Lugo) 

Professor Paul R. Kleindorfer, Conference Co-Chair 
Anheuser Busch Professor of Management Science, Emeritus, 
The Wharton School of the University of Pennsylvania, and 
Distinguished Research Professor, INSEAD 
Email: Kleindorfer@wharton.upenn.edu  
 

 CRRI 
The Center for Research in Regulated Industries (CRRI), located at Rutgers University, aims to further study of regulation by 
research in economics, finance, and institutions.  Its publications, seminars, workshops, and courses make available the latest advances 
to academics, managers, consultants, and regulatory commission staff.  The Center has over thirty years of experience providing 
research, instruction, conferences, courses, seminars, and workshops in economics of network industries.  The Center’s Journal of 
Regulatory Economics is an international scholarly bi-monthly publication intended to provide a forum for the highest quality 
research in regulatory economics.  CRRI was the recipient of The Hermes Award, 1992, awarded by the European Express 
Association. 

http://www.springeronline.com/
http://www.e-elgar.co.uk/
mailto:mcrew@rutgers.edu
mailto:crri@rbs.rutgers.edu
mailto:Kleindorfer@wharton.upenn.edu
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Assessing the Cost of Capital for the USP: a practical approach1 
 

António Manuel Amaral, ctt correios 
Carla Mota, ctt correios 
Paulo Louro, ctt correios 

 
 
In the advent of the Full Market Opening (FMO) expected by 2011 within the EU 
member states, the issue of Cost of Capital for the postal incumbents and Universal 
Service Providers (USP) will be subject to a hard debate between operators and 
regulators. Indeed, the viability of the USP, its OPEX and CAPEX requirements under 
the Universal Service Obligations, implies a correct assessment of the expected return 
that the provider of capital plans to earn on his investment. The price control policy and 
alternative funding mechanisms must be thought carefully, taking into account the 
following dichotomy:  return required \ allowed by \ to the USP.   
 
The Capital Asset Pricing Model (CAPM) states that the expected return of a security 
can be calculated from the sum of the risk free rate and the product of its Beta and the 
market risk premium. Beta measures the association between the return of a specific 
security and the market as a whole. The market risk premium or the premium over the 
risk free rate is measured historically. The greatest challenge in estimating the cost of 
capital for postal operators is assessing the systematic risk of Equity. For instance, the 
use of the CAPM to measure the cost of Equity can be difficult because there is no 
uniform assumption regarding the risk free rate, Beta and Equity risk premium, which 
are the elements needed to compute the cost of Equity. The CAPM does have its merits, 
including the fact that it supports the view that higher risks require higher returns. 
 
The Equity Beta estimation is a focal point for non listed companies. The Beta measures 
the part of the asset's statistical variance that cannot be mitigated by the diversification 
provided by the portfolio of many risky assets, because it is correlated with the return of 
the other assets that are in the portfolio. Beta is also referred to as financial elasticity or 
correlated relative volatility, and can be referred to as a measure of the sensitivity of the 
asset's returns to market returns, its non-diversifiable risk, its systematic risk or market 
risk. On an individual asset level, measuring Beta can give clues to volatility and 
liquidity in the marketplace. Beta can be estimated for individual companies using 
regression analysis against a stock market index. This is not a straight-forward task for 
most postal operators since the majority of them aren’t listed companies. This 
estimation cannot be replicated since we cannot read directly the sensitivity of the 
asset's returns to market returns. The Equity is, in general, based on a simple book 
valuation. A practical solution used by most postal operators consists on benchmarking 
the Betas of similar listed companies.  
 
In this paper, we will assess the WACC (overall weighted cost of capital) and its 
components – the risk free rate, the Betas (Equity and Debt) and the risk premium 
(Equity, Debt and Market) – for the postal USP in most EU member states, North 
America, Japan, New Zealand and Australia and deliver further information on the 
relation between the WACC and the level of market opening. 
 
                                                 
1 The views expressed in this paper are those of the authors and do not necessarily reflect the views of 
CTT Correios 
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 Deregulation and the American and Canadian Posts: The Positions 
of Stakeholders 
 
Objectives and Importance 
On April 18, 2008, the Postal Regulatory Commission (PRC) in the United States 
of America (USA) invited public comment on universal postal service and the 
postal monopoly. On April 21, 2008, Canada’s federal government announced a 
strategic review of Canada Post. The Canadian government gave its review a 
mandate to examine regulations, the exclusive privilege or monopoly and the 
universal service obligation (USO). The objective of this paper is to outline the 
positions taken by major stakeholders during the consultations undertaken by the 
Postal Regulatory Commission and the Canada Post Corporation Strategic 
Review (CPCSR) in 2008. The paper will also identify any changes in positions 
which have occurred since the President’s Commission on the United States 
Postal Service in 2003 and the last review of Canada Post which was conducted 
in 1995-96.  In short, it will update the paper entitled Is North America preparing 
to embrace postal deregulation? which was submitted for 16th Conference on 
Postal and delivery Economics, Rutgers University in 2008. The updated paper 
will be of interest to anyone who is following the public policy debate in North 
America and especially anyone who will be participating in the debate which will 
follow the publication of the reports of the PRC and CPCSR in 2009. 
 
Summary 
 
This paper will outline the process, including public consultations, undertaken by 
both the CPCSR and the PRC. It will also examine the reports of the CPCSR and 
PRC as well as any government response to these reports if there is sufficient 
time to look at this information prior to the deadline for Rutgers submissions. This 
paper will look at the positions taken by major stakeholders, including large 
volume mailers, representatives of small businesses, publications mailers, direct 
marketing organizations, competitors, non governmental advocacy organizations, 
municipalities, postal management and postal unions. It will note any significant 
changes in positions concerning deregulation which have been taken by 
organizations or constituencies since previous public reviews. 
 
Methodology 
The authors will analyse all of the statements and submissions presented to the 
PRC and the CPCSR and categorize and summarize results where appropriate. 
They will highlight previous positions taken by organizations wherever possible. 
As well, they will supplement the information contained in submissions by 
conducting individual interviews with the representatives of major mail users.  
The authors will evaluate the extent to which the stakeholder submissions are 
reflected in the PRC and CPCSR reports and any government response to these 
reports.   
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Regulation in an uncertain world: who 
needs price protection now? 
RICHARD BRADLEY AND PHIL BURNS 

The factors driving mail demand are changing.  Recently, mail volumes have been 
declining in many countries and historic relationships between mail demand, 
price and economic growth appear to have broken down.  These changes offer a 
new set of challenges for regulators and operators, affecting both revenues and 
pricing power in the mail market.  

To date, the patterns of mail demand are consistent with several – often 
contradictory – explanations.  The volume declines may be the result of increased 
mail price elasticities, with price sensitive consumers switching elsewhere.  Or 
they could be the result of an exogenous shift in demand, with some customers 
using other media but price elasticities remaining unchanged.  Alternatively, as 
customers with close substitutes switch away, the market could leave a residual 
core of customers with a very low sensitivity to price. 

This paper analyses the balance of risks that regulators have to consider in the 
face of an uncertain demand environment.  Regulators need to afford operators 
sufficient freedom to cope with reducing volumes, but still ensure that remaining 
customers are protected.  Equally, regulators need to be sure that operators retain 
the pricing power needed to cover the fixed costs of the universal service, 
including the power to charge a price premium for premium classes or higher 
quality of service where required.  Balancing these risks successfully may require 
new regulatory tools to ensure costs and revenues can move in parallel as 
demand changes, and to provide the right incentives for operators to adapt.  
Here, we review the evidence that can be used to discriminate between different 
explanations of changes in mail demand, and the theoretical and practical tools 
that regulators have at their disposal to respond.   

Regulation in an uncertain world: who needs price 
protection now? 



Draft Abstract: 

Transportation Outsourcing: A Team of Rivals 
by  

Paul Vogel and Paul Smith 

December 5, 2008 

 

Topic: 

This paper will examine the implications of the U.S. Postal Service outsourcing of 
transportation and related processing of mail to competitors.  The effort would be a 
joint endeavor of Paul Vogel (USPS) and Paul Smith (UPS), written from their 
institutions’ perspective as historic rivals and recent collaborators.   

Value and timeliness of Paper:

Competing communication technologies are changing the underlying business model of 
the mail industry.   Compounding this is the onset of a global recession that is reducing 
commercial mail, some of which is not predicted to return with better economic times.  
These well‐documented factors are transforming the postal landscape and creating 
unprecedented pressure on postal operators to innovate, reduce costs and improve 
service.   

The USPS has aggressively turned to public‐private partnerships with UPS, FedEx, and 
other carriers for the transportation and related processing of mail, and thereby 
readdressing managerial and financial resources into the last (and first) mile delivery.  
While it is true that ample precedent exists for postal operators to outsource line‐haul 
transportation, the novelty here is (a) the expansion of the scope and scale of that 
outsourcing, especially when drop‐shipping and other work‐sharing is considered and 
(b) the reliance on competitors to provide that transportation and processing.   

There is a need to understand betterthe implications, both benefits and risks, for postal 
operators who may choose to follow the example set by USPS.  Those that might 
consider that option would benefit from an examination of (1) the internal challenges 
within the postal operator and the private sector collaborators, (2) the potential legal 
and public policy questions such partnerships present, and (3) the economic and 
financial efficiencies that derive from such collaboration. 
 



This effort would add to previous Rutgers’ Conferences on Postal and Delivery 
Economics that have looked at collaboration between mailers and postal operators 
through work sharing. See, e.g.,  Elcano, Mary S., R. Andrew German and John T. Pickett, 
“Hiding in Plain Sight: The Quiet Liberalization of the United States Postal System,” in 
Current Directions in Postal Reform, edited by Michael A. Crew and Paul A. Kleindorfer. 
Boston, MA: Kluwer Academic Publishers (2000). 
 

Methodology: 

The paper will lightly examine the history and prevalence of competitor collaboration 
(“co‐opetition”, as Raymond Noorda framed it1) in other industries, with a deeper 
review of the USPS and UPS experiences.  Competitive factors will necessitate a non‐
quantitative approach that will instead focus on the policy and related legal concepts, 
such as Ricardo’s law of comparative advantage, the overlay of competition law, and the 
application and limits of economies of scale. 
 

Disclaimer: 

The paper will reflect the views of the authors, and not necessarily the U.S. Postal 
Service or UPS.  

 

                                                            
1 http://www.networkworld.com/news/2006/101006‐noorda‐novell.html 



  
Abstract of a proposed paper for the 

17th Conference on Postal and Delivery Economics 
 

Damien Geradin 
Professor of competition law & economics, Tilburg University 

Partner, Howrey LLP 
 
 

Dominance in the Postal Sector - The contribution of the Guidance Paper on Article 82 EC 
  
  
On 15 December 2005, the European Commission released a controversial Discussion Paper on 
Article 82, the provision of the EC Treaty dealing with abuses of a dominant position. This policy 
document, which was intended to be followed promptly by Commission guidelines on Article 82 
EC, triggered a long and protracted debate not only among competition law experts (lawyers, in-
house counsels, academics, economic consultants, etc.), but also within the Commission itself. 
While the Commission’s plan to move away from a “form-based” approach to the enforcement of 
Article 82 EC that sits uneasily with modern economic principles to an “effects-based” approach 
better in line with such principles was welcomed by all stakeholders, some aspects of the 
Discussion Paper were criticized as being unclear, impracticable, or still overly restrictive. 
Eventually, the Commission did not issue guidelines, but recently published (on 3 December 
2008) a Guidance Paper describing the enforcement priorities of the Commission with respect to 
exclusionary abuses.  
 
This Guidance Paper, which is considerably shorter and less detailed than the initial Discussion 
Paper, has received mixed reviews. While on the one hand, the Commission’s effort to explain the 
type of conducts that it is likely to investigate due to the actual or potential foreclosure effects 
they generate has generally been welcomed, some continue to think that the Commission still 
takes an overly stringent approach to dominant firm’s practices based on the restrictive law of the 
Community courts. For instance, while the Commission indicates that it will accept efficiency-
based justifications for certain categories of rebates, the list of efficiencies the Commission seems 
willing to take into consideration appears to be restrictive. Moreover, this Guidance Paper does 
really not provide any “safe harbour” to dominant firms. While, for instance, the Commission 
states that prices above long-range average incremental costs (LRAIC) should normally not raise 
Article 82 issues, the Commission also states that there might nevertheless be circumstances 
where above cost prices may create foreclosure effects and thus trigger Commission intervention. 
Dominant postal operators pricing above costs thus have no guarantee that their prices will escape 
scrutiny under Article 82 EC.  
 
This being said, considering the number of Article 82 EC cases currently being investigated by 
the Commission and the number of such cases pending before the Community courts, producing a 
Guidance Paper was obviously not easy an easy task, and the Commission should obtain credit for 
carrying out this exercise. This may explain why the Guidance Paper may be disappointing on 
some aspects, but it clearly has the merit to exist. 
 
Against this background, the objective of the proposed paper is to review the implications of this 
Guidance Paper for the postal industry which has witnessed a number of important Article 82 
cases in recent years. This paper will provide a detailed account the various kinds of practices 



dealt with in the Guidance Paper, and which may be observed in the postal sector, including 
conditional rebates, tying and bundling, refusal to supply, and margin squeeze and for each of 
these practices discuss whether the Guidance Paper breaks new grounds or simply restates the 
existing case-law (and in particular the case-law, which has involved postal operators). Based on 
the priorities set by the Commission in the Guidance Paper, the proposed paper will also draw 
some general conclusions as to what postal operators should expect in terms of Article 82 EC 
enforcement in the months and years to come.  
  



Focussing regulation on bottlenecks:   
Perspectives on separation options 

 
Stephen Gibson, Director of Economic Policy, Postal Services Commission 
Stuart Holder, Associate Director, NERA Economic Consulting 
 

Separation of the national postal operator has been considered as a policy option in 
the UK, as a means of promoting fair competition where new operators seek access to 
some part of Royal Mail’s network.  As competition possibilities expand with full 
market liberalisation across the EU, similar questions may need to be addressed in 
other markets.  This process may be facilitated by oversight in some countries by 
multi-sector regulatory agencies that oversee other industries that have already been 
broken up. 

The consideration of separation options in the UK is partly a result of the apparent 
success of separation and market restructuring in other regulated industries (for 
example the creation of Openreach in the telecoms sector, which facilitated a rapid 
take-up of local loop unbundling, and energy market separations which have 
facilitated competition in retail markets).  The break-up of industries previously 
served by single monopolists has allowed regulation to focus on those parts of the 
supply chain where natural monopoly conditions persist, and has allowed competition 
to be introduced elsewhere. 

This paper will explore the way that separation has been implemented in other 
regulated industries, and consider the relevance of this experience for postal markets. 

It will assess, among other things: 

 the specific reasons why separation was proposed in other industries – for 
example was it in response to actual problems arising with competition or 
regulation, or was it a “preventative” measure introduced in advance of market 
liberalisation? 

 the form of separation that was adopted – ranging from ring-fencing or accounting 
separation through to full divestiture; 

 evidence of the costs of separation – covering both the initial implementation 
costs and any ongoing costs (which may reflect duplication of services, a loss of 
economies of scope or other impacts on operating efficiency); 

 whether any additional regulatory safeguards have been introduced or retained 
following separation; 

 whether separation has achieved its aim, and whether there have been any 
unexpected or unintended consequences. 

The paper will then consider whether similar issues arise in postal markets, and 
whether there are any particular features of postal markets that suggest that the 
argument for separation is stronger or weaker than in other industries. 

This part of the paper will cover, among other things 



 a comparison of the particular separation options that have been suggested (both 
by Postcomm and by Royal Mail’s competitors) for Royal Mail; 

 a discussion of whether separation is mainly a UK issue, because market entry to 
date has been largely by upstream competitors that need access to Royal Mail’s 
downstream delivery network, or whether similar issues are likely to arise 
elsewhere; 

 criteria for assessing separation options, including 

– the impact on competition – will separation promote fair competition, but 
avoid distorting choices about the form of entry (eg upstream vs end-to-end)? 

– the impact on regulation – does it allow any relaxation in cases where tight 
regulatory oversight is currently required? 

– cost separability – can costs be easily split, are there “games” the operator can 
play? 

– operational separability – do issues such as revenue protection, service quality 
or operational flexibility constrain the options? 

– implementation costs – any there any major transitional problems? 

 The paper will then consider how one separation model - accounting separation 
might be effected in Royal Mail between its pre-sorted upstream activities, its 
non-presorted upstream activities and its downstream activities.  This will include 
discussion of the necessary financial disclosure methodology, provision of 
separate accounts, transfer pricing arrangements etc. 
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Do-Not-Mail Legislation: Impacts on Mail Service and the Economy 
– 

Paul Schoorl (International Post Corporation) 
 
 
One of the main challenges to direct marketers is the various efforts by external organisations 
and consumer activists to restrict the delivery of marketing materials through the mail. In the 
United States, Do-Not-Mail legislation has been proposed in twelve states this year alone (2008). 
There are concerns within the postal industry, that if Do-Not-Mail legislation is implemented it 
could have a major impact on postal volume and revenue. In cases where blanket regulations are 
passed, the business model which depends on advertising mail revenues and ensures that postal 
operators deliver today’s high-quality service at affordable prices, may become unsustainable. It 
is therefore critical for postal operators to understand and quantify the potential effects of 
legislation in order to plan effectively for the future.  
 
Policies of this nature are often driven by concerns of consumer protection and privacy as well as 
the environmental impact of direct marketing activities. Where Do-Not-Call legislation has been 
successfully implemented, legislators are looking to apply similar regulations to mail activities. 
However, direct mail is in no way comparable to unsolicited and invasive telephone calls and is 
significantly more important for operating the universal service. The proposed study will look 
into the nature and size of the potential impact of Do-Not-Mail legislation on advertising mail as 
the issue has become more evident during the past few years. Furthermore, the study will also 
analyse the impact from regulations limiting advertising mail, which are currently in place in 
some countries. The final results should provide a framework for assessing the possible effects 
from anti-marketing initiatives.  
 
IPC has completed an initial benchmark of current practice relating to this issue and has 
published the results to its members. This information will be used as a starting point for a more 
in-depth analysis of specific case-studies examining the impact of legislation on three different 
levels: 

i. The impact on the financial health of the USP (universal service provider); 
ii. The impact on consumer prices and/or availability of a high-quality service at an 

affordable price; 
iii. The impact on the economy (sector losses, employment effects, trickle-down effects). 

 
Several IPC members will participate in this project. Member involvement in the research 
continues by providing detailed understanding of the context and specific situations which have 
led (or could lead) to the introduction of regulations.  
  
The final work will be a three-part report starting with an analysis of the advertising mail market 
in general and the context in which anti-marketing approaches take root. An overview of the 
privacy considerations and facts or belief about the environmental damage will be included. The 
second section of the paper provides an overview of the policies and regulations that emerge 
from the context outlined in the first section. The final section will assess the impacts that result 
from these anti-marketing mail initiatives.  



SECURING THE FUTURE OF UNIVERSAL POSTAL SERVICE  
IN THE UNITED STATES 

 

Rita Brickman* and Jessica Lowrance†

Abstract 
 
 The underlying goal of the Postal Accountability and Enhancement Act of 2006 

(PAEA) was to preserve the Postal Service's ability to carry out its statutory mission to 

provide universal postal service in the face of anticipated declines in mail volume and 

increases in costs.  The legislation gave the Postal Service greater pricing and 

management flexibility, while also changing the law to promote fair competition, 

enhance transparency, and improve accountability.   

 Over the past two years, the Postal Regulatory Commission has conducted an 

array of proceedings to more specifically define the regulatory framework that Congress 

sketched out in the PAEA.  We sit on the tail end of these proceedings.  Now is an 

appropriate time to reflect both on what has been accomplished and what has yet to be 

accomplished, and consider how this new framework, as it continues to evolve, can 

enhance the Postal Service's ability to satisfy its overarching mission to provide universal 

postal service.   

 Such an evaluation is timely.  Over this past year, the Postal Regulatory 

Commission conducted a proceeding in which the Commission solicited comments on 

universal service and the postal monopoly in preparation for making a report to the 

President and Congress on the same subject as required by the Postal Accountability and 

Enhancement Act of 2006.  The PAEA requires the Commission to release that report by 

                                                 
* Of Counsel, Venable, LLP. 
† Vice President, Association for Postal Commerce. 
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