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ANNEX 1: OVERVIEW OF POSTAL SERVICES

INTRODUCTION

Postal services comprise both mClil services (provided by both p()stal administrations
and private operators) and postal financial services (provided by postal
administrations). In terms of turnover. mail services generate 78% of the postal
sector's revenue , and postal financial services 22% (the latler including transaction
revenue from mail facilitCiting and certain miscell.meous services). For postal
administrations alone, the proportions of revenue between mail services and postal
financial services is G7::n.

The Green Paper concentrates on mail services. Postal financial services should be
viewed more in the context of the financial sector overall. In addition. the regulatorv
issues art' mure complicated for mail. However. this annex seeks to give ; broa

perspecti\'t.' u! both types of postal service. It also seeks to give an overview of related
sen' lces

MAIL SERVICES

DEFINITIONS

There are three categories of mail service - letters, parcels and express. There
are several overlap:s between these services.

Letters Gin be distinguished from parcels sometimes by weight (with a
somewhat artificial distinction between the two being set sometimes at 2 kilos).
or sometimes by contents (the distinction I;eing that letters carry
communications and parcels goods). Express services include both express
letters (documents) and express parcels (packages). They ,Ire distinguished
from ordinary letter and parcel services primarily by the speed or the perceived
reliability of their services.

2.2 SERVICE PROVIDERS

LFITEI(S

For lellers . post;d administrations have an almost complete monopoly. As
discussed in the main text. there are some competing letter services provided 
private operators. whether legally or not. These include city mailers , document
exchanges and remailing - see below at Paragraph 2.5

For letter mail services offered by postal administrations, all administrations
Gilegorise their mail into two operational " tiers . In nine Member StCites the
two categories are letters and postcards (often referred to as LC - " Lettres et
Cartes" in French) on the one hand and printed papers and small packets (often
referred to as AO - "Autres Objets" in French) on the other. Three postal
administrations ~ those of Denmark, Portugal and the United Kingdom
categorise their mail according to speed , divided into first class and second chlss
(or priority and non-priority). The latter distinction more closely rellects
operational costs and. it could be argued , consumer preferences.
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Most postal administrations make available contract facilities which permit
larger customers to undertake part of the mail process. (The main .examples ()f
such activities would be pre-sorting - undertaking part of the sorting process
before posting - and enveloping. Certain administrations also permit third
party operators to carry out such activities on behalf of the customers who
originate the mail. In addition. particularly in the case ()f the direct mail. the
physical generation of mail can be undertaken by specialist operators.

PARCELS

Parcel services usually refer to the movement of individual goods items up to a
limit of, say. 30 kilos. However, parcel carriers including some postal
administrations, now Cllso move much larger consignments. usually packed on
palettes. Parcel carriers normally offer customers a choice of speeds for the
delivery of parcels.

Parcels services operate in free competition. With the exception of two
administrations. the postell administrations of all Member States compete in the
pClrcei markets of their countries.

EXPRESS

Concerning express services. the norm is that they are offered in free
competition. (Only in three Member States do postal administrations still have
a monopoly over such services. ) There is a tendency for express organisations
to concentrate either on regional. national or cross-bon.kr servi\.'l~s. There is
Cllso some specialisation -between the express movement of documents (postal
communications sent by express means) and "non-documents" (goods-bearing
express parcels).

2.3 APPLICATIONS

Letters and express provide communication services. (Alternative means are
therefore telephones. fax and EDI. all of which provide indirect competition to
postal services. Parcels Clntl express provide goods-delivering services (other
types of delivery service providing alternatives).

Beyond this general statement. two particular applications are worth
mentioning here. Mail order (for selling of mCiterial to customers by post) use
parcel services for the distribution of the goods. Advertisers USe letler services
to send direct mail.

SU8SIDIARY LETTER SERVICES

While all services tend to have the flexibility to he "tailored" to the requirements
of large customers. the letter services provided by the postal administrations
include some specific variants. certain of which have particular legal
importance. Perhaps the most significant are as follows:

- registered letters;

- recorded letters:

- certificate of posting / advice of delivery;
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- special delivery (where. for a supplement. the speed is normally netter than
the standard letter service);

- direct hags (sometimes called the M-bag service). used for sending a bag
containing a quantity of printed papers to a particular destination;

- post office box (where a customer can hire ,I nox at a post office to which his
mail is delivered):

- paste restante (where for a temporary period mail is held at a post office
pending collection by the nominated individual).

? -

OTHER MAIL SERVICES

Some other services are neginning to evolve. Generally, new services are
provided in free competition. The juridical position of certain of the services
mentioned - notaoly remail - is the subject of debate. Other services - such as
city mail - appear to be illegal (except. in that case, in Spain), but continue to
operate.

POSTAL ELECTRONIC MAIL

Described further at Annex 12, a "hybrid" service that provides tele-
transmission of a message. distance printing and then postal delivery. Postal

administrations also provide a public fax service called Bureaufax. Some also
now provide aservi~e based on EDI.

DOCUMENT EXCHANGES

Post office oox- type facility permitting exchange users to deliver mail directly
into the b()xes of other users, and to collect their own mail similarly posted by
other users. In at least the United Kingdom. it is permissible for different
exchanges to transfer mail between each other.

REMA I L

Cross-border letter mail service. Provided by private operators. usually in
cooperation with at least one postal administration.

HAND DEL/VERY

Delivery of urgent publications by private operators. usually in city centres.

CITY MAIL

Delivery of letters in the city ftown in which they were collected.
permitted in Spain.

( Legally

UNADDRESSED DIRECT MAIL

Delivery of unaddressed advertising material to targeted areas. (By
comparison, addressed direct mail is delivered to the targeted individual or
organisation.
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OPERATIONS

The operations underlying th~se services are described in detail at Annex 3.
Here, it is important to note that the items sent in each of the three service
categories are not h()mogeneous. For exCimple, letters can vary between
ordinary items of C5 size, through items of A4 size (sometimes called "flats
through to packets weighing up to 2 kg or even books weighing up to 5 kg.

Parcels services cover the range in weight from the very light-weight (half kg) up
to palletised consignments. Express services cover this range as well, but have
the additional complication of often needing to separate between documents
(express letters) and goods (express parcels).

This lack of homogeneity of items processed makes the operations underlying
mail services more complex than might be supposed (see Annex ~ for a more
deta iled description of the olwr;lt ion).

StJl\:l!\'1ARY

The majority of m,lil is gener;ltLlI by organisati~)(1S In terms of applications
(that is. the market segments that lIse mail services). the following are the main
segments (listed in order of revenue generated): mail order, advertising.

publishing, finCincial services . industry ;Ind public administration.

Table 1 below indicates approxim:lkly the revenue generated in the different
mail services categories . (shO\\n in percentages of the total mail services
turnover):

Table I: Mail senkes rn' !'lllll' pacentages hy seKlllent lInd operator (1988)

~n: POSTAl. PRIVATI': TOT..\I.

C \TE(aHtIl':S '\D\II'h'l'lUTHJ" OI' ER-HOIh

1...-II...r, .J' 7 -17 ()

- -

!';Jrcch III') 17.J

rxprc" .J; ;O.J \.J 7

Total 'c. " 100

Source: CEC (from several sources)

The main mail services are summarised in Table 2. Concerning letter services
it should be mentioned that the distinction between LC and AO services can
sometimes be blurred. Further, it should not be thought that each of the
services mentioned is homogeneous in itself. Annex 3 d~scribes in detail the
operational differences between different sorts of mail which may be posted in
one mail service "stream
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Table 2: SUII1/111IlY of lI1ai/ sendees

LETrERS

STANDARD LE"lTER SERVICES (offered by postal administrations)

Higher slreams

either . Ietlres et carles" (LC), covering lellers and post-cards;
or "first class , covering items for next working day delivery

ower streams

either "au Ires objets" (AO). covering printed papers ;JJ1d small packets;

or "second class , covering items for slower delivery (\\'ilh targets of either two or
thrce working days ,If'ter collection).

Standardlelter services arc offered for both domestic and (foss-border services. For cross-
bonier services. the service differentiation is usually LC/AO in accordance wilh Universal

I'ostal Union (UPU) guidelines

SliBSIUlAR\. LETI'ER SEltVlCES (olkred by postal admIJlbtr;lllolh)

SCIYICCS Include

rcg",cred kltcr~.
recorded lellers
ccn ificate of posting/alh' lcc of delivery.
special delivery;

direci bags (also called " lvI-bags
post office boxcs,
pOSIC restaJllC.

NEW LETrER SEltVICES

Ncw (IIr newer) seT"ices include:

postal CICClfl1nic mail (including Bureaufax);
documclll exchanges;

remail;
hand dclivcry

city mail"'

unaddrcssed dircc, mail

PARCELS

Normallv up 10 ,\11 kg pcr Item . but SCT"!ces for hcavler ncnh Jlow coml1lon

Usually olTcring choice of service spceds

EXPRESS

orteJl div'idcdlnlo

doC(JJllcJltS (pos,al COmll1unlC:.JIJOns selll hy cxprcss ).

non-dIKUlllCn!S (goods- bearing express parccls)
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FINANCIAL SERVICES PROVIIJE() BY POSTAL ADMINISTRATIONS

FinCincial services can be split into two main categories: postal financial services (such
as mail orders, postell cheques. etc. ) and other financial products (like those related to
savings bank operations Clnd those known as "giro

Postal administrati()ns hClve traditionally played the role of providing readily availCible
financial services, both within individual Member States and internationally. The
more traditi()nal services in this area include money and postal orders, postal cheques
and savings bank operations. The full list of financial services provided by p()stal
administrati()ns is shown at Table J below.

The revenues coming from these help the administrations to balance their operating
figures.

The extent to which the services are used vClries from Member State to Member State
and is influenced by such factors as:

- the spread of commercial banking facilities , mainly in remote areas, and their inter-
operability:

- public attitudes to the use ()f banks Clnd their facilities, which themselves tend to
reflect the type of community and its banking system development:

- g()vernmellt regulations either promoting or limiting giro and savings bank
development.

Nevertheless. in the Communitv the situation is not unifcrm. In some Member States
national girobanks pnJVide full banking services in line with the commen.:ial banks.
whereas in other Member States giro activity is limited 1'.) postal cheque services and
in at least one country even this last activity is not authorised.

In almost all administrations the wide spread of postal counter facilities has resulted
in their being used for government services, often providing for such facilities as the
payment of pensions. welfare services. licence and tClxation payments and pClyments
for utilities such as water and telephones.

When such arrangements are in force, they are generally provided free of charge to
the government . but there is an argument for introducing some charges based on the
cost of providing the services.
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Table 3: Summary offilZltllClal services provided by postal admilZivtratiol1.'i

POSTAL FINANCIAL SERVICES

I POSTAL PAYMENT MEANS

.. 

Moncy Ord~rs, International Moncy Ord~rs
.. Postal Ordcrs

.. Postal Cheques

.. "

Valeurs dcdarces

II. GENERAL FINANCIAL SEI~VICES

11. 1 GII~OnANK OPEI(ATIONS

.. Tctc-paymcnt

crcdit cards
- A TM Ciiru!)1mk cards

.. Imcrior accoullls/dcp(lsits/pay-out

.. Foreitrn current"\'

.. Mortgage

11.2 SAVINGS nANK QPERATIONS

.. Homc-savings invcstmcl1l

.. 

Common funds invcstmcnt

11.3 OTHEI~ PAYMENTS

.. Pcnsions

.. Welfare sc,,'iccs

.. Liccnccffaxal ion

.. Public paymcl1!s

MAIL FACILITATING SERVICES

For postal administrations ' n,ail services, the most important services provided at the
post office counters relate to the selling of stamps and the provision of information
relating to use of mail services. With the exception of Belgium and Portugal. all postal
administrations now permit stamps to be sold in other as well as post office counters.

Post office counters can also be used to give credit for postage "meter" machines, and
then accept postings paid for with "meter" impressions. There are also other more
specialist services available, such as the sale of philatelic products, or containers in
which to post items.

As with postal administrations, the great majority of private operators ' volume comes
from larger customers. whose postal items are collected directly from their premises.
Increasingly, however, private operators are establishing facilities which enable
smaller customers (or even individuals) 10 use their services. Several private
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operators now have franchised offices which accept smaller postings; in addition
investment is being made in "lodging points" established for the same purpose.

Table 4 below gives a summary of the mail facilitating services.

Table 4: Summary of mail facilitating services

POSTAL ADMINISTRATIONS PRIVATE OPERATORS

SWlllp sales
- Meier ,rectits

I'hil,il..:lic prt)ducts
COJ1lainlT sales

Franchised aCCesS points (IRL and UK)

Franchised access poiJ1ls

Lodging poiJ1ls

OTHER TRANSPORT SERVICES

Most private operators who provide postal services have transport se:;rvices as their
main business. The parcel services that they provide are usually pan of their general
transport operation (although they may be processed through separate networks). If
they offer express services, these are generaIly provided entirely separately.

While private operators have extended down to smaller consignments, SOme postal
administrations have started tlJ move into the general transport market. Thus . several
now accept items well beyond the " traditional" weight maximum for parcels of:\O kilos.
Sometimes. such large consignment service:;s are provided through the ordinary parcel
network. but usually through separate ne:;tworks.

Parcel/express ope:;rators are now increasingly offering ware:;housing facilitie:;s to aid
the "just- in- time" strategies of their customers. They are therefore becoming
increasingly involved in controlling stock on behalf of customers. and even carrying
out simple assembly operations.

Table:=; bc'low sllmmarises these other transport services rek\ant to the postal sectur.

Table

;"',:

T/'llll.lj)()11 und olha Ie/Tier:.

TRANSPORT AND DELIVERY ASSOCIATED ACTIVITIES

(;c;ncr:d transport
Fn:Jghl forwarJing
Specialist delivery services

\\iarehousing
Sloei-: 'OJ1lrol

.lust-itHirne se"'lCes

MISCELLANEOUS - POSTAL ADMINISTRATIONS

The post office counters network is now being used increasingly for selling services
beyond the traditional government services and mail facilitating services. They are
now selling services on behalf of a range of public sector institutions and utilities. 
give an impression of the breadth of this range , these may include bus. train or airline
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tickets (or pa~ses), phonecards. fishing licences and Red Cross bonds. as well as
lottery tickets. Some ,Ire also now selling financial services other than banking -
insurance presently being the main example.

The range of services sold is cruci;llly affected by the legislation affecting each postal
administration. Table 6 below summarises the miscellaneous services sold at the

counter~ of at least some postal administrations.

Table 6: Summary of miscellaneous sen-'ices sold at post ofl/"ce counters

TICKETS INSURANCE

Transport tickets/passes
- Non-go\"crIlmemallicences

Phonecards
Lollery lickclS

Insurance ,er.' ices
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ANNEX 2: THE POSTAL SECTOR IN STATISTICS

INTRonUCTION

This annex is intende.d to provide an introduction infigure.s to the Community' postal
sector. Following an over-view of the sector as a whole. it then pUJs the secJor in the
conJext of the Community's overall economy- Next. it examines in more detail the
mail services. and then the postal financial services. (Unless otherwise stated, Jhe
figures are those of 1988. in order to ensure comparability of information.

OVERALL FIGURES

Table I helciw gives the main figures for the postal s~tor. The revenue and
employment figures relate to the whole sector. while the volume figures reline (() mail
services only.

Table I: Commullity:\' jJO\"1l1l, \(,clOr ~ummary ill Jigure.

VOLUME

hcms per year 78 billion
hems per working dilY 2'XI million
hems pcr inhabiwnt/year 244
Rate: Domcstic/Community/I I\Icrnaliunal 'H' ; /4':; I YX

WYI-:SU1:

l\.'lails scl"ices
('oslal admin,s! ratIons EeU 2(1 bn

Private upcr;u\lrs EeU 211 hn

"ustal financial scrviccs

I'uslal adminislralJ\llb f.CU Dbn
-_-__-_nn_n-

TOTAL ECU )') hilliun

E;\-ll'l.o)' M/:"N'l

Puslal ildministrations
Mail services 1.207 000
Financial services I 53.()I,J0 

3(.0.0011

riviltc operaturs 350 000
-u_---------

TOTAL 1.710.000

Source: Sofres study
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ECONOMIC IMPORTANCE

The postal services provided by the public and private operators generate a total
revenue of ECU 59 billion. the equivalent of 1.46% of the Community s GDP. (This
figure excludes directly associated industries - such as those of direct mail and mail

order - which generate another 0.5% of the Community s GDP. ) Of this, mail services
generCited ECU 46 billion, and postal financial services ECU n billion.

However, about half the postal Cldministrations operate at CI loss. As well as showing
the economic importance of postell services to the different national economies, Table
2 below also shows the external funding that is needed to make up these losses. The
profitCible postal administrCltions together earned surpluses of ECU 74~ million, while
the loss-making administrations recorded a combined loss of ECU 2.699 million. The
combined effect was a net loss of ECU 1 951 million.

Table 2: Imp011ance of postal services to overall economy (19RH)

MEMIIER GROSS TIlT"!, hll' ()J!T,

\:\(

St I!I'U sf C"STI(III"

STATES I)I)\' IESTI!' R:\!)\'ER III.:I'U TI t '1'10'\

I'RIIIH"!" (;UP I" c; I) 

n1JIIi"lbfCU billion, ECU millinn, ECl!

Belgium 12-18 77JA 062 .. 272 , .. 021

Denmark 913 1:)6.-1 127 -I. 005

Germal1y 0201 11'0. 090 1210 0

Greece 4-1. IJ6. 030 175 .. 0.0-1

Spain 284. 1180.3 0.-11 1197 0-1

France 7950 12,366, Ij6 1-170

Ireland 265 246. lJJ 001

Italy 689. 087. Oj9 .. 1.0-1-1-1 0 IS

Luxembourg 52. .. 03 .. 0.

Netherlands 1891 J098. 2970 016

Ponugat J4, 1:)4.9 0.-15 HIo: - 0.

United Kingdom 670.8 6,426, 2:)8,

9781 38,857. 9509 .. OJI5 .

Nmes, Thc lablc abnvc exclud0' tll0 tUf"l1"\'0r general0d by privat0 "p0ratllr' TI)J," 0",m'il0d III be

snme ECU 20 bil1illn per year Added I he ECl! ,1'1 blllilin !!1'lh:r'ilc (\ 11\ the l'"sl,1I

JdmJi1istralions . the t'\l,IIIUrn"\'l:r \",ult! 110 ECU )9 bllli"n.. "r 1-16' , "I' EC (,j)i'

The figures include revcnu0 III' fCU 1.\ billion generated 11\' 1',"1,11 "dn1111"lf"I'"lb ' fln"nual
serVices

The turnovef figuresfllr Belgium exclude fCU .'11 mlilinn paid by Ihe Belgian gil\'CrnJ11Cnl 10 the

poslal ;J(hninislratinn (0 CnJ11pelhale il ror losses incuffed IIn certain ,ef\' ,ces which the
gO\' efnJ11elll required il III prll,' id0

The rigufe ror Denmark i, hcrnr0 allll"",,nce rOf J special lax or ECU 1'(, million

Source: CEC analysis
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The figures shown in Table 2 need to be set in the context of a comparison with the
two largest postal administrations outside the Community (those of JapCln and the
United States) and with the largest private operators. Table 1 below seeks to give this
comparison. (It should be noted that the figures given for the revenue generated by
the privateoperCitors in the Community market are estimates only; figures for the
postal administrations include revenue from financial services.

Table 1: Revenue of largest private
administrations (/988)

operatOl:, and /lon-Community postal

REVE:-on: GE\Elt.\n:D (EClJ 1111.1.10\)

CATEGORY COF\TRY/

C()\II'A:'oo'Y

COMMUNITY

Ot'TSIDE

CO\l\ll:MTV

TOTAL

WORI.1)\\lDE

l'oSla1

Admil1lstratlollS
Japan
UnJled Sial,""

N/a
N/a ~OO 300

Private
Operators

DHL
Federal Express

TNT
UPS

1.0

1.5

1.11

12.1',

N/a No! applic,lblc

Source: Several

MAIL SERVICES

Mail services are provided both by postal administrCltions and by private operators.
AJI the ECU 20 billion revenue of private operators is generated by I1(m-reserved
services. Of their revenue , postal administrations earn some ECU 21 billion from
letter services, the majority being reserved.

PUBLIC AND PRIVATE OPERATORS

TCible 4 shows how the mails market is divided up between postal administrCltions (the
public postal operators) and private operators. It ' also indi(:ates how postal
administrations, by generat-ing most of their revenue from ordinary letters, have
relatively high throughputs per employee (compared to private operators) hut
relatively low revenue. The experience of private operators. who generate almost ClII

their revenue in the express and parcels segments. is the converse. As the table
indicates, private operators hold an estimated 41% of the total postal market. In the
parcel and express segments. their share is much larger - an estimated (1.1% and 87%
respectively.
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Table 4: Mail :rervices comparisoll of po.ftal administrations and private operators

"t:Rc:t::oi' ,\(;t: mS'J'Rllu;'nON "t:R MAII$ t:MI'I.O\'t:t:
OI'ERA1' ORS

VOl.t:~tt: Rt:n::oil:t: STAt.... ""':MS Rt:\' E'iUt:

(thousands) (ECU)

Postal
Administratillns 9(,':: 57':~ 78';'*. c,2, 2t ,500

Privatc
Opcralllrs -I'; -I.

~';

22('

~ "

')70150

Source: CEC analysis

UNIVERSAL SERVICE

Postal administrations have a universal service obligation, (In aU Member States, they
have been granted some special and exclusive rights with the intention that they
should be able to meet this obligation. ) Universal service refers to the access by which
every citizen or organisation may post items into the public postal service; it .11$0
refers to the ability of the postal service to gain access to all addresses in the
Community in order t() deliver postal items. Table 5 below seeks to give an
impression of the implications of this obligation.

Table 5: Universal, ervlCl' collectioll.\' and deliveries

CRln:RIOS TOTAl. IStlAIIITA:'\TS

l't:R l;:'\1T

(Note

I'osl office coumcrs 92.772 3.-190

Cullcclions poims (puhhq 163.000 1.7011 (Note 2)
Dellvcry nlu IHIs ~t~ OOO 1.1110

Note I' The IIIwl population (If thc Cumn1Unity divided by the numbers of unils mcmHlIlcd
(coumcrs. cllilecli"n p"illlS and delivery rounds),

Nolc2; Thc numbcr of public wlkclilln poilUs includcs thc posting boxcs availablc in post
office coumers.

Source: Postal administrations

Population density and concentnHion is also important in terms of the universal
service obligation, The Community s average density is 143 inhabitants per square

kilometre. the range for individual Member States going from 50 to 350 inhabitants
per square kilometre,

MAIL USAGE
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80% of letters posted originCite from businesses and other organisations (the
percentage being even higher for express and parcels services). It is therefore not
surprising that there appears to be a link between the number of letters per inhabitant
and GDP per capita. TCibie G compares the statistical order for these two criteria.
(The Same point is made graphically - using the same data - at Chapter 4 . Paragraph

2 of the main text.)

Table 6: Comparison (~f letter mail usage and DP per capita

MHIlIER ITDIS STATISTICAL Gnp STATlSTI(:AI,

STATE "En ORDER PER OnDER

CwrrA CAPITA

1",'1" II

Bclgium

,y;

IlI2

Dcnmark n.J !.\.J

(iefmanv 2.11' 121'

Circee... .17

Spain 1.;(1 (,7

France 112 .I 

Ireland I.JX 6.1 III

Italy 196 IlI6

Luxembourg. -'.1(, 12l1

Nclhcrlanlb .1m IlIlI

Portugal '.1

United Kingdom 256

Note I' This coilimn 511P\\'\ the indexation \\'ilh Ihe EC average (iD/' per capila equalling 100.

Source: CEC analysis

TARIFFS

As well as gener,tI economic acti\' ity. two other impurlant factors atTecting levels of
use are quality of service and prices, Figure I shows the h;\sil' domestic letter tariffs
(for jt)90) offered by the Community postal "dministr"tions, For some
administrations. this is the basic price for their main letter services (but with discounts
usually being av"ilable for larger users). Other administr;ltions. however. otTer
substantial discounts if the contents are printed papers (including newsp"pers),



page 274 Anncx 2: The postal sector ill statistics

Figure J: Comparison of basic letter tariffs (1990)

.............. ... .... """"""""""""" """ ,,,," """"".,.........,... ..".................. """""""."""""""""""""........,.............................

B OK 0 GR E F IRL I L NL P UK JAP USA

Tariffs In ECU

Source: Postal administrations

NATIONAL AND CROSS. BORDER MARKETS

For all mail services , domestic markets Clre far larger than cross-border markets.
Table 5 below shows how letter volumes are composed in the different Member
States. (A distinction is made for cross-border mail between , on the one hand , mail
going from one Member State to another and, on the other, mail going to or coming
from outside the Community.) For reasons of commercial confidentiality, similarly
detailed information is not available for parcels and express services.

Table 7 shows that 7% of letter mail is cross-border traffic, 4% being " intra-
Community" and 3% being "extra-Community" mail. In revenue terms, the cross-
border share is slightly higher - about 10% of letter revenue. For parcel and express
services. the cross-border mail is worth about 1 J % of revenue.
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Table 7: Traffic composition between dome.rlic and cross-border

MEMllf:R

STAn:
I)Or.U:SllC INTRA-

CO~'I~RNIT't"

EXTRA-

C()MMt:NIT't"

Belgium

Denmark
Germany
Greece
Spain
France
Ireland
Italy
Luxembourg
Nelherlands

S6.0'!~

95.

96.

74.O'k

11.4':;

3';;

;'(;'(

SII.4';i

95.3'J
69,

14.4'

67'
11,(,':;

49':;
211'; 21';

92.11':;

53.

249' ;
4.(,

'i2';

vi2'

' ,

116' ;

Portugal
Uniled Kingdom

90...!':;

~(,,

211';

92, 21",
:, 1'1'.

" 2'

Average (wcighted) 93~; 4' ,

Source: Sofres study

SORTING MECHAN/SA T/ON

Many postal operators have made significant investments in sorting m;,lchinery. Parcel
and express operators have specialised sorting equipment which is increasingly linked
to bar-coding systems. These bar-codes may also he used for " tracking-and-lracing
systems for following the progress of individual items through the whole process,

Postal administrations helve made substantial investments in letter sorting equipment
(see Annex II. Paragraph 5). This equipment is presently heavily reliant on sorting by
the post-code. (The subject of post-codes is discussed in detail in f\nnex 10. ) Figure 2

below shows the percentage of letter mail that is automatically sorted by the different
postal administrations of the Community (The figures exclude m;lil that has been
pre-sorted oy customers before posting.



page 276 All/lex 2: The postal sector ill statistics

Figure 2: Percentage of letter mail sorted mechanically
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Source: Ernst and Young study

POSTAL FINANCIAL SERVICES (INCLUDING SALE OF MAIL SERVICES AT
COUNTERS)

The Green Paper concentrates on mail services. However , it is important to be aware
of the importCince of the financial services provided hy postal administrations. The
size of the postal financial services segment (proportionate to the postal
administration s total revenue) varies significantly hetween Memher States.

There appear to be two reasons for this. Firstly, some postal administrations have 
posthank as an integral part of their operation (others may not have had one, while
some other administrations have sold off their respective posthanks). Secondly. while
general economic activity is important, so too is the flexibility permitted to postal
administrations in the enabling legislation for their postal fin;lncial services. The
financial or other services which postal administrations are permitted to sell at their
counters varies he tween Member States.
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REVENUE

Postal financial services generate revenue of ECU 12.7 billion. This equates to 21 
of the total revenue of the sector, and to 33% of the revenue of the postal
administrations. Table 8 shows the revenue of different administrations, as wdl as the
rate of growth.

TableS: Revenue and K/"o!Vr!l of'po.'i((Jlfintlndal services

MEMIIER TOTAL Ih:n::\l'I- S..WI:"GS A:"1J

STAn:s RI.:n::\n: TRE:\1J l:\vESTMI.:;o.;TS

(ELU millions) (ELU millions)

Belgium 270 .1';'

DcJ1mark \)0 1\.!I'; 2,400
Gcrmany 11\0 1\()', lR.500
Greecc Nj;1

Spain .1~I\ 200' 2BO

France 026 0.1'; 45.500
Ireland

:) ()';

945
Italy 1,436 .12' 000
Luxcmbourg 1~,O'. 370
Nctherlands 1320 126'; 11.500
Portugal 210'
United Kingdom 71'.1 c,O' 13,400

ELTotal 12. 72x 104 91 7

Source: Sot res sllllh

RANGE OF SERVICES

The finCincial services undertaken cover a very broad range. They include paying out
pensions and other benefits on behalf of the government. They also collect revenue
for different government institutions. Increasing!\" where the enabling legislation
permits, other services such as insur;mce are now s flL 
To pick out two important examples of services available, they include cheque
payments and money orders. Access to accounts is ills!) made easier through the
increasing availability of AulOm;ttic Teller Machine (ATM) cards issued by postal
administrations. The volumes and (for cheques and money orders, the revenue
throughput), are shown in Table l) below.
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Table 9: Financial setl'ices some volumes alld tU17lOVerS

CIIEQIJES MO:-lt:\' ORnERS

ATM

MEMBER CARns l~ NOIIIER I~ TOTAL Nl;~IIIt:R 1:'\ TOTAl.

STATES ClRCl:IAI10:'\ CIRCl7IATIO!l1 VALUE ClRClilATIOS VAI.liE

(Millions) (ECU millions) (Millions) (ECU millions)

Belgium 110 5.500. 550 000 260

Denmark

---

0.3 1.2 263

Germany 100 RO, 169 23. 000

Greece

---

l.l60
Spain 450 000 24. 036

France 850 700, 128 000 X7. 121.250

Ireland

---

0.3

Italy

---

24. 000

Luxembourg
Nelherlands 125 t64.5 20.000 153

Port ugal

---

:!X. 2500
United Kingdonl 159 82A 925 50, 117

l. 7'11' 351'\..7 701\ 15'1 241\ 0 1~2.0('('

Source: Sofres stud,

COUNTERS NETWORK

The sale of postal financial services is heavily reliCint on the coverage of post office
counters. Table 10 quantifies the coverage in the Community.

Table 10: Coverage of post office counters

POSI office cnunlcrs 92. 772

Inh;lhitan!S per po,t office 490

Post offices per 100 km

Source: Sofres study

The latter two fil!.ures in Table (! are averages. The C()\'erage in terms of inhabitants
per post office (;lI1gesin the Community f"rom 1.700 inhal1itants per post office in
Ireland to 10 700 in Greece. For geographical coverage. the range is from /').l! post
offices per 100 km in the United Kingdom to 0. 7 in Greece.

As Table II below shows, some postal administrations have begun to invest in
facilities to "automate" their counters. The intention is to broaden the scope of
services that can be provided, CIS well as improving the quCllity of service to their
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largest customers. At the same time. the administrations should gaIn the additional
benefit of improving their management information.

Table II: Automation of post office counters (1988)

WITH OTHER FACILITIES

MEMUER NUMIIER OF EQUIPPED EQtilPME"T

STATES COUI'\TERS \\TIlJ COUI'\TER RATE AUTOMA'IlC CO~-II't:TER

AUTOMA'110!'i

(%)

TELLER TERMI;o.iALS FOR

~IACIII;o;ES ~iA"'AGEME;o;T

Belgium 850 I to

---

Denmark 1,300

--- ---

120

(iermany 17.500 259 243';; 100 Nja
(;n:ec.: 929

---

Spain 9x5 450

FrancL 000 265 rlO'; x50

.\,

900

Ireland 075 II I

--- ---

Ital\' 14,373 150

Luxcmhou rg 106 20 X' Nja
Nelherlands 624 c.oO l)') (J'., 125

---

Portugal 1.050 9'::

Unitcd Kingdom 21.000 (I) 230 I'd'; 159 N/u

772 t2.556 17H;; 1.798 050

NolC I The number of coulllcrs shown for Ireland and the Uniled Kingdom include sub-contracted
pOSt offices. The number of pOSI offices wholly owned by I hc I rish and British postal

adminislrUlions is. respectively, 124 and 1,500, The taller figure is used in the calculation of the
equipmclll rate fm the British poslUl administration (Thc FC figure is also adjuslCd,

N/a Dala nol available

Source: Sofres study
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ANNEX 3: MAIL OPERATIONS AND NETWORKS

INTRODUCTION

This annex describes in detail the letter mail operation. both domestic and cross-
border. It considers what can cause cost variCitions between the items posted. It then
reviews parcels and express operations, in .order to identify structural similarities to,
or differences from , the letter operation. lastly, it discusses what networks are
appropriate for mails operations.

The letter mail operCition comprises five main phases: collection , sorting (divided into
outward sorting and inward sorting), transport and delivery. The approximate cost
breakdown is shown in Table I.

Table 1: Approximate composition of letter mail operational costs

Collection 10%

Outward sortIng 18%
Transport

,.,-

Inward sorting

Delivery CJ5%

Source: . Average values from several postal administrations

Before describing these phases the annex first studies the work that customers can
undertake before actually posting their mail.

PRE-POSTING

What work has been carried out on the mClil before posting affects what processes are
necessary after posting and before final delivery of the items posted.

At the simplest levei, a customer may divide his mail between the categories
determined by the postell administration (thClt is, letters/printed papers .or first/second
class). This would save on the "segregation" process described below at Paragraph 4.
A customer could also ensure that all the mail was presented in the same way, thus
saving on the "facing" process. If the mail was posted under contract or had been
franked with the customer s meter impression , this could save the task of "cancelling
the stamps.

The mOst important task thClt the customer could carry out would be the pre-sorting of
items. The level of the pre-sort will depend not only on the customer's facilities (and
volumes), but Cllso on the information that the postal administration can give to the
customer on its sorting requirements. This information will depend crucially on the
depth of the post-codes system (see Annex 10 for a more detailed description). Some
post-coding systems enable pre-sorting only down to towns or general areas. others to
individual streets or the delivery rounds (known as "walks ) of the individual postman.
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Allied to the latter depth of pre-sorting facility, it would be possible for customers to
have the choice of posting in one 10C.ltion, or in several locations, with the aim of
improving service.

COLLECTIONS

Collections Clre mCide from posting boxes in the street (sometimes called roCid-side
collections), post office counters or other public places and from the premises of
customers. In towns. the road-side collections, particularly in the afternoon , tend to
be separate operations. In rural areas, they are often combined with deliveries.

All collections from post boxes and from counters are regular. Collections from
customers ' premises by post offices are also usually carried out ona regular has is.

However, companies may have irregular requirements ilnd may ask for "ad hoc
collections.

Collections from customer premises are also made by other operators. These
operCitors milY be offering services that compete with those of the postal
administrations. Alternatively. they may be offering a service that is required before
the mail is lodged with the pl)Stal administration. An example of this form of "mail
preparCition " is that of a "mail shop" pre-sorting milil on behalf of the originator of the
mail. (However , as part of facility management , postal administrCltions will also offer
special kinds of "mClil preparation" to the customer. a facility sometimes called m,lil-
room service

The collection function is vital to the m,=rall process, but its importance is often
under-stated. It accounts for about \()% of costs. These costs c(ln be seen as " lumpy
inputs , that is to sClY that each collection that is added or taken away has an effect on
costs. However , costs do not vary accordi'1g to the number of units (letters that are
actually. collected).

The collection function can al~;o be under-estimated in terms of its importance for
quCllity of service. Certain administr.ttions experience problems with the potential
irregularity of post boxes being "cleared" (that is. collected from). A problem here is
that quality of service figures often measure only from the time when the sorting
process starts in the sorting centre,

A letter that is delivered by the t;irget lbte (measured from ilher the arrival of the
letter .It the outward sortine. centre') would be considered a success even though it mav
have been delayed by a da):-if the box had not been deared. (The only soluti~n to thi:s

measurement problem is to have a system that measures "end- to-end"

OUTWARD SORTING

Outward sorting is the process that ensures that mail collected in a sorting office's
catchment areCi is despatched to the appropriate office either for delivery or for
further sorting Clnd then onward distribution to the delivery office.
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THE BASIC PROCESSES

The treatment in the sorting centre consists of the following set of operations:

Segregating Dividing items between letters and packets. They are
also streamed (if streams are applied) - for instance
into letters and printed papers. urgent and non-urgent;
first and second class; machinable and non-
machinable, or with postcode and without a
postcode.

Facing Ensuring that all letters are presented in the same way
(with the stamp in the top right hand corner).

Callcelling Covering the stamp with a post office mark indicating
the date and often the time. (For mail with customers
frankings , either "meter" mail or "pre-paid" mail. this
operation consists of checking that all items are
correctly marked.

Sorting- Items are divided into groups according to the final
delivery offices. The process is undertaken m;lnually
or by machine - see below. There are operation;I!
differences depending on the size of the items to be
sorted (see Paragraph () \). In the case of destinations

which attract little mail from the particular outward
sorting centre, the mail may be sent to an inter"
mediCite office which consolidates mail for the smaller
destinations in its region.

De.\lJClfcizing Items are then put into containers (usually bags. but
sometimes into trClYs) ready for conveyance.

MECHANISATION

Most of these processes can be cCirried out either manually or mechanically.
(This is less true of the materials handling processes needed to take the mail
from one process to another.) Technological changes to mechanised processing
have recently concentrated mostly on the sorting process. However, it should
be emphasised that a significant manual input is still needed even in processes
that are described CIS "automated"

Mechanised sorting entails mail being presented to coding operators . who use a
keyboard to enter the poslcode or destination address of the item. This
information is then converted ("translated" ) by computer into a technical code
(which is in binary form) to be printed (in bars or dots) on letters. which can
then be sorted automatically by machines which can "read" the binary code.
(The subject of coding systems used by postal operators is discussed in more
detail at Annex (0.

Advances in Optical Character Reader (OCR) technolo!:,'"y now make it
technicalJy feasible to have the address scanned by an electronic "eye , and to
send the information to be translated into a binary code. which was formally
input by the coding operator.
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Different packet-sorting machines have been trialled at intervals. Some packet
sorters use the "tilted-band" techniques, where packets are fed along a band Clt

Cln angle. The packets are sorted by a flap opening below the band. at a point
determined by the code input by the operCitof. Other machines use trays that
tilt up at the correct point. Administrations have generCilly found such
machines less easy to justify financially than the technology for sorting letters.
In both cases, this financial viability is measured by comparison with manual
productivity.

I n order to help make the mechanisation more financially feasible,
administrations have tended to "concentrate" into large mechClnised centres the
mClil which would formerly have been handled in several manual centres. (As 
very approximate guide , a volume of more than 10 million items per yeCir is
sometimes considered CIS the threshold figure required for a modern
mechanised letter sorting centre. There could be dangers from over-
concentration which could already affect quality .of service. However, the cost
of mechanisation for smaller centres is decreasing, and there may now be a
period of "de-concentra tion

Of the different parts ()f the mail process, outward sorting is the operCition with
the greatest element of variable costs (the next being inward sorting).
Conventionallv, sorting offices have regular staffing set at a level slidlllv below
that required "for ham!ling the volul1le to be proc~ssed. Surges of ~ol~l1le are
then hallllled by injecting overtime. It therefore needs cardul calcuhilion to
arrive atthe most cost-effective mix of regular lime and overtime.

Introduction of mechanisCition has increased the proportion of fixed costs. The
on-costs of the machines (engineering costs , electricity. etc. ) are largely fixed
although the staff time of the postal operators using the machines still has 
high variable element, as with manual sorting. Optical Character Reader

machines again h,.Ive increased the fixed costs, by replacing more of the manual
element by mechanical process. .

TRANSPORT

Mail is transported by road , rail , air and sea. With increases in volume and (in some
cases) increases in the real costs of using contractual transport systems, post offites
have invested heavily in their own transport systems (primarily rail and road). These
Clre " lumpy inputs" which together make a mostly fixed cost network.

Where transport is contracted out , charges tend to be entirely variable, or a fixed price
with a lighter charge per unit (or per weight).

In terms of the overall Clnalysis. the transport studied here is that between offices. and
does not include the transport involved in the collection and delivery processes. In
absolute money terms, the costs are very large. However. relative to the overall costs.
they are less significant.

INWARD SORTING

The transport process brings the mail as far as the inward sorting office. This office
will have its own "dependent" delivery offices to which some of the mail may be sorted
(although much will simply be sent on in bags already made up by the outward sorting
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office). Both the main office and the delivery offices will have their own delivery
rounds (known as "wCllks ) operating from them. The second inward sorting process is
sorting between the different delivery rounds. If the inward sorting office is
mechanised (and if the post code system is sufficiently "deep ). this walk-sorting

process could be carried out mechanically.

Sorting offices have both outward and inwCln.1 sorting functions. The description
above assumes that the inward mail received was despatched from another sorting
office. For local mail (mail for delivery in the same Clreain which it Was collected),
quite possibly the same office will perform both outward and inward functions
(without , of course, a transport process between).

DELIVERY

The walk-sorting process thus brings the mail to the postman who will actually deliver
the mail. The postman responsible for the delivery round then prepares the mail
according to the order in which he will carry out the round. The postman then
actually deliveries the mail.

For significant movements in mail. it may be possible to modify the staffing levels.
However, mostlv. the staffin!! will not chan!!e accordin!! to volume. As an indicalion of
this . postmen \\ ould normaTIy he expectetT to deliver to a cerLlin number of houses
throughout the year, and to cope with the peaks and trpughs pI the \olumt:" that would
occur durin!! tbe year. (It is assumed here that there is a minimum service
requirement~ - that - is, that a delivery should he made tuany dt'ii\ery point each
working day when there is mail for that address.

Deliveries are normallv intended to be made on a once-a-dav basis. In business
districts or other area~ where the volume of corresppndenc~ is especially greClt
however, deliveries are made two or even three times a day. However, as with
collections, compClnies may have .irregular requirements and may ask for "ad hoc
deliveries.

CROSS-BORDER LETTER MAIL

When letter mail is sent from one postal administration ili another through the
international letter mail system, the mail is said to he "exchanged" , There are
specialised centres that dispatch mail on behalf of one administr,lIil)f~ and receive it on
behalf of another. These centres are called "oHices pf exchange Postal
administrations mav have "outward" offices of exch,lnge and " inwar~\" oHices of
exchange (which m~y he in different cities). The !ocatiZ)n of pffices also may vary
depending on whether the mail is being sent by air or surLlce means,

There are relatively few such offices. For example. the German postal administration
has eight offices of exchange as against fifty major sorting centres. The intention is
that there should be gre,lIercontrol. particularly for dispatching to air- lines and for
customs clearance. As well as giving some cost economies. there are also returns to
scale in terms of the specialist k~owl~dge needed.

Each office of exchCln!!e has a "catchment" area. Cross-border mail is collected.
separated out (by sorti;g) in the sorting centre and then dispatched to the outward
office of exchange. There, the full sortation is carried out , and the mail is then
dispatched by the chosen means of transport. For the inward process, the mail is
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cleared through customs and then dispatched by the inward office of exchange to the
appropriate local sorting centres for Clny necessary sorting before sending on to the
delivery offices.

The danger of having apparently so few offices of exchange is that they could act .IS
bottle necks, particularly during peaks of traffic. Some limited action has been taken
to alleviate this potential problem. For example. when Italy first invested in
mechanisation Clt one of itsinwarcl offices of exchange, it wanted all inward cross-
border mail due for delivery in Italy to pass through this centre. Following the
resulting decline in quality. other postal Cldministrations asked for an increase in the
number of inward offices. The number WClS increased to four, and now to seven. For
both inward and outward operations. the size of the catchment area for offices of
exchange is very important for service.

CAUSES OF DIFFERENCES IN COSTS

There are four main causes of cost variations between the different letter items sent:
the speed required, size and di'stance.

CONCENTRATION OF MAIL USERS

For the letter service, the different levels of concentration of mail USers affect
the unit costs of the two phases of the m,lil proces:-, that connects the pub!k with
the letter operation - that is. collections and deliveri..:s

Town centre posting boxes tend to be relatively close to one another and
relatively heavily used. By comparison. in less urban/mnre rural areas, they are
spread further apart. and the level of usage is relatively light (so that the
number of items per box collected is much less than is the case for collections in
more urban areas).

For deliveries, the key cost criterion is the distance between each delivery point.
Clearly, there will be more points accessed in a delivery round in a town centre
and less in rural areas.

This discussion tends to contrast the two extremes of toWn centres and rural
areCls: in reality, there is a continuum between the two. However. this contrast
helps to give an impression of the different cost effects on collections and
deliveries, both of which tend to be fixed cost operations. The number of units
put through each of the operations will therefore affect the unit costs.

SPEED REQUIRED

Most administrations offer a letters/printed papers tiering classification.
However , they still operate a system of selling priorities for handling the traffic.
Priorities are more obviouslv set bv those administrations which cIassifv their
tiers on the basis of the speed requi~ed. (Within each of these categories~ speed

is a relative concept. Postal administrations achieve different performances in
terms of speed , and it is therefore possible that the speed r..:quired will have
different cost implications for different administrations.

Since most priority mail is collected late in the afternoon and is expected for
delivery in the mid-morning, it follows that all the operations necessary for such
between collection and delivery need to take place late in the evening, at night
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orin the early morning. In all Memher States, extra shift allowances are paid
for working at night (and productivity is usually less). If there are traffic peaks
it may be possible that the capacity of any mechanisation equipment available is
exceeded; the unplanned use of manual sorting as a support can be expensive.

Non-priority mail can he held over and handled in the outward office the day
after collection at a time when spare capacity is available. To a certain extent
the other offices involved in the process can also .use such mail as " in-fill" when
their capacity allows - that is, when there is staff or machinery available and
there is no priority mail to be handled.

9.3 SIZE

Operationally. letters are regarded as being in three different sizes: short
letters, large letters and large "flats /packets. Large "flats" are envelopes
containing an unfolded document (or publication) of at least A4 size. A long
letter is an envelope which could contain a document up to the A4 size, but

folded into three. A short letter is an envelope containing up to an 
document , but folded into half clnd then half ag;lin. (Naturally. market demands
will affect envelope sizes used: presently, there are increasing volumes of the C5
size (approximately half the size of A4.

The differences in sizes affects the sorting costs ;Ind. much less significantly. the
cost of the delivery ph;!se. Letlers . whether short or long. can be sorted on
automatic sorting machinery: tbts and packets. if sorred mechanically, need
separate automatic sorting. m;lchinery. If the items ;!re sorted manuCilly, the
items are handled ili ditTerent fillings. the ergonomics of which affect sorting
speeds, typical standards ranging from 1200 short letters sorted per hour to 450
flats" or packets sorted per hour.

Short letters more or less correspond to items up to 20 g. Long letters could
weigh up to 80/90 g. and packets more. Flats are unusllal. in that they can v,lry
across several weight bands.

It will therefore be remarked that taritT structures based on weight. while
perhaps being more convenient and understandable , are not directly related to
these cost differences.

9.4 DISTANCE

As will have been seen in Table I above. transport costs are a small proportion
of total costs. For light-weight items they are an even smaller proportion. At
first sight. therefore. ' dist;!nce does not seem to be an important cause of
variability of costs.

However. distance can cause additional complexity in rmneing. For letters.
approximately 22r~;' of the volume is for local delivery. perhaps .15% for delivery
to ?ldjoining areas. ;!nd the remainder to distant ,Ireas. It therefore follows that
the further away the destination of a particular item. the smaller the volume
that is likely to be sent with it to the Scime destination. (Of course, this will vary
from country to country; where countries - such as Canada - have the
population concentrated in relatively few urban areas far from each other - the
assumption made here may be less valid.
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The smaller the volumes going from one office to a particular destination. the
greater the economic case for consolidating this volume with other volume at an
intermediate office. For such mail. it is not just the sorting that would be
double-handled. but also all the materials handling. including dispatching and
receiving. It should be mentioned also that basic sorting processes are often
required to be repeated for mail going to destinations with small volumes.

10. OTHER MAIL SERVICES

Parcels and express operations also comprise the same five phase of collection.
outward sorting, transport , inward sorting and delivery. Although the cost-breakdown
is similar, some possible differences should be noted.

10. PARCELS

Because of the greater average weight of items. parcel transport costs as a
proportion of the totCiI are likely to be higher. As with letter operations. parcels
(and . indeed , express) operations range from the manual to the automated.
The automated sorting technology is s.imitar for both (and similar to the packet-
sorting machinery mentioned at Paragraph 4.2 above).

10. EXPRESS

For express services , delivery costs are likely to be less than the percentage for
letters. and collection costs proportionally more (because of the smaller
volumes per collection. and the greater concentrCltion of the likely delivery
points ).

Increasingly, express operators, and also some parcel operators, are using
tracking and tracking systems . These keep Cln electronic record of each item

from the time of receipt by the .operator up to the delivery of the item to the
addressee. Such systems are based on bar-code labels attached to the individual
items. These labels can also be used in the sorting process.

For cross-border shipments, great emphasis is placed on the need for fast
customs clearance. This would anyway be important for goods-beClring express
packages or parcels (which are dutiable). It is also a source of potential
competitive advantage, particularly for express documents (even though these
are non-dutiable).

11. NETWORKS

The transport of a large number of items, including the delivery of each to a final
destination , necessitates the use of networks. There are essentially two sorts of
networks that are to be found in the postal sector. The first is called the hub-Clnd-
spoke system , and the second is sometimes called a "spider s-web" network. The two
are shown below diagrClmmatically.
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Figure J Huh-and-spoke and Spider:, web networks

Hub~and-Spoke Spider s Web

In these ex;lmples . there ;Ire six points that need to be connected In the hub-and-
spoke system. items frpll1 e;tch of the points are transported into the centr;d hub
where they ;Ire surted 1)\ destination. and then fed hack along the spokes to the end
points

in the spidn \h'h nct\\ul k. there is no central huh, R;lther. each puint sends items
directly to each (\ther point. ;Ind receives items b;lck tor delivery

It should be nuted th;lt. it t!wse networks represent ;1 sutlicit lHly large Mt ;1 (such as 
countrv or a group o! countries), e;lch point on the exterior of the networks shown wili
he the central point uf the ;tre;1 it serves with its own suhsidiary points: it will normally
be connected to these subsidiary points by a hub-and-spoke system

Some more detailed points need to he added to complete the description of networks

I I.I APPLICATION OF NET\VORKS

There are ditlerent criteria used for choosing between the two styles u1
networks. The ;Idvantage of the huh-and-spoke system is that it should make
more efficient the use of transport capacity- It also permits returns to scale of
the expertise of the staff of the hub - particularly important. if connecting into
cross-border distribution

Against that , there is the lbnger that two points that are close to each other
may be connected only hy two long journeys to ;Ind from the huh There is
therefore the possibility that speed of transit could sutler
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The choice is dictated by service tCirgets, operational ckadlines to meet. the
efficiency of the transport system used and volumes. The sorting capacity of the
hub is, of course. crucial - especially if the time potential is limited. (Indeed , if

it is mechanised , the volumes gClined through concentrCltion may he needed to
give an Cldequate return on the capital invested in the machinery.

Most express operators operate huh-and-spoke systems. They can achieve the
service targets that they set themselves. and also find that the concentration

using fewer routes is more cost-effective. However, the operators with larger
volumes are nows tarting to experiment with some direct routing where volumes
permit (for instanc~, to take a cross-horder example. Lisbon-Madrid instead of
Lisbon-German hub-Madrid). .

For letter operations, postal operations tend to use spider s-web type netv.'orks.
Their f.lr greater volumes tend to necessitate much later deadlines. Such
deadlines make impossible the use of essential hub: only direct transpllrt links
make possible the achievement of service targets. In addition, the volumes of
the letter operations'between th edifferent points enable these direct links to 
cost effect ive.

Different parcel operators use one or other system. The lower volumes (by
comparison to letter operations) enable hub-and-spoke systems to operate
effectively. Perhaps more common is a spider's-\veb network connecting
region;d humps , but each regional hub being the centre for the whole of its
territory on a hub-Clnd-spoke system.

11.2 INTER-ACTION

Itis important to note that the use to which networks are pUt demands different
levels of inter-action. Each point on a spider's-web network must know the
routing for all the possible destination points; if any point changes, all the other
points need to adjust their operation. In CI hub-and-spoke system. it 
essentially the huh that makes the adjustments necessary.

An interesting contrast can be drawn with the network of post office counters
and other outlets for selling postal services. In that case. if an outlet opens or
closes, there will be an adjustment in customer demand between the options
available, However, the other outlets themselves do not need to adjust their
activities (with the exception of anticipating higher or lower demand in their
particular catchment area).

11.3 HIERARCHY

It should be noted that networks are often layered upon one another in a
hierCirchy . Thus, a letter addressed to a neighbouring town would probably be

routed through the local sorting office, A letter going to a distant village would
probably be ;outed via an inte;mediate office where it was "concentrated" with
other letters for villages in the same ,lrea.

If the same .letter was being sent to another country through the conventional
international mail system, it would pass through an "office of exchange" (a
speciCilised sorting office which handles out-goingClnd in-coming cross-border
mail).
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Express and parcel operators tend to have similar hi.erarchies. In particulClr
cross-border items tend to pass through specialist centres, The advantages Hnd
disadvantages at the top of such hierarchies are similar to those of hub-and-
spoke systems generally.

There are returns to scale on expertise and on any specialised equipment
installed at the centre through which the mail is channelled, and there may be
better use of transport capacity.

Against that , the journeys feeding into and out of such centres may cCiuse the
mail to be sent along very indirect routeings. Further, the fewer the number of
such centres for the higher levels of the hierarchy, the greater the danger of
bottle-necks. even though the higher levels tend to handle much less trClffic than
the lower levels of the hierarchy. 

particular exi:\mple of an expertise which operators (both postal
administrations and private operators) tend to concentrate is that of customs
clearance. If this is undertaken effectively, it can give an operator a competitive
advantage; if not, the loss of quality of service can be substantial.
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ANNEX 4: SUMMARY OF LEGAL SITUATION

IN MEMBER STATES

INTRODUCTION

This annex gives CI short description of the legal situation in each of the Member
StCites. In particulClr, it describes the leg;il st"tus of the postal allministr:ltion. as \\dl
as those items that are reserved to it. It Cllso stCites the position 01 th~ regulatory
bodies (where they exist). It is intended that the annex reflects the current situation
(in Spring 1991).

The items that are reserved to the postal administration are also o.;u!1lmMised in the
table at Paragraph :1.

LEGAL SITUATION IN EACH MEi\1BER STATE

2.1 BELGIUM

The Belgian Post Of lice (de Post/la Poste) is now a public l ntl rprise . \\ith lull
administrative amllinancial autonomy. (However. there :Irl' l rt:lin "missions
imposed on it by the government , lor which the government compensates the
Post Office. ) The General Manager is responsible for the global management
of the post. The postal monopoly covers letter , postcard :lIld printed paper mail
up to 2. kg. Justification for the monopoly is implied in the Belgi:1I) legislation
by the universal postal service being rendered in the public inlc'rest

DENMARK

The regulatory body is the General Dirt.'Ctoratt ul Post :1I)t!

Telecommunications. The public operator, the Danish Post Onice (Post
Tjenesten), forms part of the state administration. Ht)l)it \L'i. it L njoys rel:tti\t
autonomy in administrative and financial matterS. The DireCl(lr General ILlS

overall responsibility for the management and oper:ltion ul the Pust Onict.'

The postal monopoly covers letter and card mail up to I k~. and i~ justilit,t! 011
the basis 01 the universalservict' obligation 01 the post Tht' nt \\ postal 1:1\\ is
being examined by the Ctll11mission 01 the Europe:lI) (' t1l11111l1l1illl . in p:lrtll uLJI

concerning the re~lI!:ttory positiol1 01 cross-border kilL'! m, liI

GERMANY

The German Post Office (Deutsche Bundespost Postdiel1st) i" P:lr! of the state
administration organised in a ' regie ' with a separate budget The top unicial
responsible for the overall management of the postal services is the Director
General. The Ministry for Post and Telecommunications holds the regul:ttory
responsibility covering the postal services and the associated operating divisions
(Telekom and Postbank).




