
 
 
 
 

CWU response to the Ofcom consultation on the ‘Review of the 
regulation of Royal Mail’ 
 
 

1. The Communications Workers Union (CWU) is the largest union in the communications 
sector in the UK, representing nearly 194,000 employees in the postal, telecoms, financial 
services and related industries. We are the recognised trade union for around 140,000 non-
managerial staff at Royal Mail and are therefore an important stakeholder in the postal 
sector, speaking on behalf of our members both as workers within the industry and as users 
of postal services. 
 

2. In July 2015, Ofcom published a discussion paper to seek initial views on the scope of a 
review of the postal regulatory framework it put in placein March 2012. The review will 
incorporate existing work announced in December 20141 to assess Royal Mail’s efficiency, 
consider its performance in the parcels market and assess the company’s potential ability to 
set wholesale prices in a way that “may harm competition”. The review will also address the 
implications of Whistl’s withdrawal from the direct delivery market and consider the types 
of intervention that might be appropriate to the regulatory framework in light of recent 
changes to the postal market.  
 

3. While the CWU welcomes a review of the existing postal regulatory framework, we do so on 
the basis that we have disagreed with Ofcom’s approach to competition, efficiency and its 
duty to safeguard the universal service. In relation to Ofcom’s discussion paper we do not 
accept its analysis of the situation in the postal market and are concerned that it risks 
repeating the mistakes of the Postcomm era in its consideration of price controls, which are 
clearly unsuitable in a declining market. Ofcom’s approach to efficiency at Royal Mail 
remains an ongoing concern for the CWU, particularly given it is based on assumption rather 
than evidence and is focused on driving down pay and conditions of our members.  
 

4. In order to ensure the future sustainability of the high valued universal postal service and to 
drive up standards across the postal sector rather than engaging in a race to the bottom, we 
call on Ofcom to: 
 

• Focus on its primary statutory duty to maintain the universal service; 
• Introduce a ban on cherry-picking end-to-end delivery competition which threatens 

the future of the universal service; 

1 Ofcom, ‘New measures to secure the universal postal service’, Press release, 2 December 2014. 
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• Ensure regulation is focused on allowing Royal Mail to sustain and grow revenues 
through sufficient pricing freedom, balanced against the requirements for 
affordability for consumers; 

• Ensure greater protection for consumers in the growing parcels markets by making 
all parcel firms accountable to minimum standards; and to 

• Recognise that Royal Mail already faces sufficient market challenges that will spur 
efficiency and that the decent pay and terms and conditions of its front-line workers 
contribute to its good quality of service record.  

 
5. If such action is not taken, and Ofcom continues on its path back towards Postcomm-style 

regulation of Royal Mail, then we believe Ofcom will be failing in its primary duty to secure 
the provision of the universal postal service.  

 
Question 1: Do you agree with our view that there is a need to consider the effectiveness of the 
existing regulatory structure? 
 

6. The CWU agrees there is a need for Ofcom to review the effectiveness of the existing 
regulatory structure for the UK’s postal market. We are concerned that the current 
regulatory framework fails to adequately prioritise the universal postal service and that the 
combined effects of competition, pressure for ever-greater cost-cutting and privatisation 
are putting us on a path that threatens its future provision. We also share concerns 
expressed by the Business, Innovation and Skills Committeein the last Parliament that 
Ofcom may not currently be well-prepared to respond quickly enough if the sustainability of 
the universal service comes under threat in the near future.2 
 

7. Whilst we agree there is a need for a review of the regulation of Royal Mail, we strongly 
disagree with some of the central arguments Ofcom has put forward in the discussion 
document in favour of an early review. These are a) that Royal Mail has used its commercial 
freedom to act in a way that might undermine the provision of the universal service; b) that 
Whistl’s withdrawal from the end-to-end delivery market weakens Royal Mail’s efficiency 
incentives; and c) that there has been a significant improvement in Royal Mail’s financial 
position. We are therefore concerned Ofcom is approaching the review of Royal Mail 
regulation from the wrong starting point.  
 

8. We agree that the intensification of competition and innovation in the parcels market could 
have implications for the future financeability of the universal service and that this supports 
an early regulatory review. However we are concerned that whilst Ofcom is considering 
greater regulation in the declining letters market in the form of price controls - which have 
been damaging to the financial sustainability of the universal service in the past - it has little 
to say about strengthening regulation in the growing parcels market to improve standards.  
 

2 Competition in the Postal Services Sector and the Universal Service Obligation, House of Commons Business, 
Innovation and Skills Committee, Ninth Report of Session 2014/15, HC 769, p. 3. 
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9. Ofcom also continues to set in place the conditions for a race to the bottom on pay and 
conditions for our members in its approach to efficiency. We maintain that any future 
regulatory framework, designed to sustain the current universal postal service, must be 
centred on allowing Royal Mail to maintain and increase its revenues, improve its efficiency 
through long-term growth rather than short-term cost cutting and drive employment 
standards up across the postal sector with a view to improving quality of service. This model 
gives the best opportunity for the universal postal service to remain market-funded.   
 

Royal Mail’s commercial freedom and end-to-end competition 
 

10. In July 2015 Ofcom issued a ‘Statement of Objections’ to Royal Mail, setting out its 
provisional view that Royal Mail acted anti-competitively in relation to wholesale access 
prices. However, this process is still ongoing and Royal Mail has the opportunity to make 
representations to Ofcom before a final decision is made. The ‘Statement of Objections’ 
represents just one stage in Ofcom’s investigation. Ofcom itself says that, “no assumption 
should be made at this stage that there has been a breach in competition law.”3 Therefore, 
Ofcom’s provisional view that Royal Mail has behaved anti-competitively should not be used 
to support an early review of the regulation of Royal Mail.  
 

11. The CWU believes Royal Mail was right to attempt to implement an access pricing structure 
to mitigate the impact of cherry picking end-to-end competition and that this type of 
competition presented a significant threat to the future financial sustainability of the 
universal postal service. Royal Mail was expecting to lose around £200m in revenue by 
2017/18 if Whistl’s end-to-end network had rolled out as originally planned, covering only 
major cities across the UK and delivering only the most profitable mail. When combined 
with other market challenges (particularly ongoing e-substitution and strong competition in 
the parcels market) it is highly unlikely that Royal Mail would have been able to take costs 
out of its business to match the significant additional revenue loss from end-to-end 
competition without provoking negative implications for service standards.  
 

12. Ofcom has never provided any evidence that Whistl provided an efficient form of end-to-
end competition or that its entry had any tangible benefit for members of the public. 
Rather, we consider Whistl’s presence in the end-to-end delivery market made the postal 
service as a whole less efficient because it involved two postal workers walking down the 
same street delivering a rapidly declining number of letters. Many households also 
experienced high levels of poor service driven by Whistl’s low-cost, high turnover 
employment model.4 
 

3 ‘Ofcom issues ‘Statement of Objections’ to Royal Mail in relation to wholesale charges’, Ofcom press release, 28 July 
2015.  
4 For details see CWU Submission to Ofcom, The Threat to the Universal Postal Service from Direct Delivery 
Competition, 3 October, p.13-16. 
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13. Whistl decided to withdraw from the end-to-end delivery market in June 2015 despite 
benefiting from an estimated 40 percent cost advantage in comparison to Royal Mail.5 Its 
2014 accounts show an operating loss of £10.3m on its end-to-end delivery network, 
despite it being able to cherry-pick the most lucrative urban routes and to deal with easy-to-
handle bulk business mail.6 Whistl’s inability to make a profit, despite these market 
advantages, suggests that the end-to-end postal service is a natural monopoly that simply 
cannot sustain two operators. It may also suggest Whistl was not efficient in the way it ran 
its end-to-end delivery operations. 
 

14. Whistl’s withdrawal from the market does not mean that Royal Mail will abandon its pursuit 
of greater efficiency and rely on price rises. As we outline in answer to question four in this 
consultation, Royal Mail already has sufficient incentives from the challenging marketplace 
in which it operates to improve its efficiency. We therefore believe there would be no merit 
in Ofcom attempting to resurrect end-to-end competition. Instead, it should accept that 
end-to-end competition is not compatible with a financially sustainable universal postal 
service in the UK. Accordingly, any new regulatory framework should introduce a ban on 
competitors cherry-picking in the end-to-end letters delivery market in order to put 
protecting the universal postal service front-and-centre of regulation.  
 

Improvements to Royal Mail’s financial position 
 

15. Ofcom says that an early review of regulation is also supported by Royal Mail now being “in 
a stronger position financially” than when it last reviewed the postal framework back in 
2011/12. However this is a very low baseline for comparison. In 2010-11 Royal Mail lost 
£120m7 and the universal service network had been making losses for a number of years 
under the previous regulator Postcomm’s price control regime. Royal Mail is very far from 
being in the kind of financial position that would justify considering the need for price 
controls. The operating profit margin after transformation costs for the total Reported 
Business was 3.9 percent in 2014/15, whilst operating profit as a percentage of total 
revenue was just 1.6 percent.8  
 

16. Royal Mail has only just hit the lower end of the required EBIT margins Ofcom identified as 
being consistent with a financially sustainable universal service (between 5-10 percent)9 on 
Ofcom’s alternative ‘financeability EBIT’ measure.  Furthermore, it only reached this level 
because this measure uses the pension cash cost rather than the accounting cost. The CWU 
does not support Ofcom’s view that Royal Mail’s reported EBIT should be adjusted to 
restate pension costs on a cash basis. Using the pension cash cost (currently 17.1 percent of 
pensionable pay) has the effect of improving the reported EBIT margin because it is lower 

5 Royal Mail plc, Direct Delivery: A Threat to the Universal Postal Service, Regulatory Submission to Ofcom, June 2014, 
p. ii. 
6 Jim Armitage, ‘Whistl’s disastrous figures show that Royal Mail is delivering in tough terrain’, The Independent, 12 
June 2015. 
7 Ofcom, Securing the Universal Postal Service: Decision on the new regulatory framework, 27 March 2012, para 2.5, 
p.11. 
8 Royal Mail, Regulatory Financial Statements 2014-15, July 2015, p.9 
9 Ibid, p. 5.  
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than the accounting cost (20.3 percent of pensionable pay). However it doesn’t provide an 
accurate reflection of the real ongoing costs of funding the Royal Mail Pension Plan (RMPP). 
 

Parcels regulation 
 

17. Ofcom is considering greater regulation in the letters market, despite consumers generally 
being satisfied with service levels and the market being in steep decline. In contrast, it has 
very little to say about improving quality of service in the parcels market and appears 
content to leave issues of quality to market forces. We believe Ofcom should pay more 
attention to quality in the parcels market given this is the main area of growth and there is 
evidence of significant consumer dissatisfaction. For example, 21 percent of respondents in 
Ofcom’s Communications Market Report 2015 stopped an online order because they had a 
previous poor experience with a retailer/deliverer.10 
 

18. The CWU believes that all delivery providers, including parcel firms, should be required to 
record and report on performance targets to both incentivise firms to improve quality of 
service and to ensure customers are properly informed. Consumer choice only works in the 
marketplace if there is sufficient publicly available information on which consumers can 
base decisions. Ofcom should also extend the Mails Integrity Code so that it applies to 
parcels as well as letters in order to ensure the same basic standards apply to the whole 
parcels industry and to protect all consumers. Ofcom should also consider what additional 
amendments could be made to the postal regulatory framework to drive up standards in the 
parcels market.  

 
Employment standards at Royal Mail 

 
19. Ofcom claims that its emphasis on the need for an ‘efficient’ universal service is not code for 

a race to the bottom on jobs and that, “questions of pay, contract terms and staff 
management are matters for postal companies themselves.”11 However this does not tally 
with Ofcom’s continued criticism of the 2014 Agenda for Growth agreement between Royal 
Mail and the CWU. This criticism has centred on provision within the agreement to provide 
decent pay increases for front-line staff, maintain existing employment terms and 
conditions, retain a predominately full-time workforce, manage change without resorting to 
compulsory redundancy and prevent any additional outsourcing. Such measures are viewed 
by Ofcom as ‘restrictions’ on Royal Mail’s ability to make its workforce more ‘flexible’.12 
 

20. Despite its attacks on the pay and conditions of Royal Mail’s front-line employees, Ofcom 
accepts that efficiency can also mean “new working practices, automation and 
modernisation.”13 As we will detail later in our response to question four of this 
consultation, Royal Mail has improved its efficiency through all three of these methods by 
working with the CWU and will continue to do so under the Agenda for Growth agreement. 

10 Ofcom, Communications Market Report 2015, p. 388. 
11 Ofcom website, ‘Stamping out the myths on postal regulation’, 20 July 2015.  
12 Ofcom, Review of end-to-end competition in the postal sector, 2 December 2014, pp.22-23. 
13 Ofcom, ‘Stamping out the myths on postal regulation’, 20 July 2015. 
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We would like to see even greater innovation from Royal Mail in order to capture revenues 
in growing markets, which will help to maintain the financeability of the universal service 
and sustain postal jobs in the future. However we are concerned that Royal Mail’s ability to 
invest and innovate will be put at risk if Ofcom continues to pressure Royal Mail to achieve 
short-term cost savings.  We are also concerned that regulatory pressure on Royal Mail to 
drive efficiency savings will lead to a downgrading of the pay and terms and conditions of its 
workforce.  
 

21. We believe that such a move would compromise the high quality of service that Royal Mail 
delivers as the universal service provider. There is a connection between pay and conditions 
and quality of service, with numerous studies showing that workers who are properly valued 
and earning decent rates of pay are more motivated and committed to their role.14 Many of 
Whistl’s disproportionate quality of service failures in the end-to-end delivery market can be 
attributed to its insecure zero-hours employment model that resulted in a high turnover of 
staff with less experience and fewer opportunities for long-term training and development. 
We are therefore disappointed that Ofcom consistently fails to give sufficient weight to the 
link between decent pay and terms and conditions of Royal Mail’s staff and the good quality 
of service results it delivers, including for the most recent reporting period.15 
 

22. Instead Ofcom continues to prioritise cost-cutting and the promotion of casual and insecure 
forms of labour at the expense of decent employment standards and good services for the 
public. It must change its approach immediately and stop pushing Royal Mail towards 
Whistl-style zero-hours contracts with low pay or the piece-rate false self-employment 
models used by many parcel operators. Ofcom should be part of efforts to ensure there are 
fair employment standards across the postal sector in order to improve services standards, 
rather than putting in place conditions for a race to the bottom. As Ofcom is already aware, 
the CWU supports an increase in pay throughout the postal sector to the level of a living 
wage.  

 
Question 2: To what extent do you consider Royal Mail’s pricing and non-pricing behaviour is 
constrained by other postal operators and additional factors such as e-substitution? 
 

23. The CWU considers that Royal Mail faces sufficient commercial constraints through 
competition and e-substitution to justify the continuation of its commercial freedom with 
regard to wholesale access pricing. We believe the arguments that Ofcom put forward in 
their 2012 decision for rejecting a price-control approach to the regulation of Royal Mail are 
still relevant today. When Ofcom gave Royal Mail greater pricing flexibility in 2012, it said 
Royal Mail was better placed than the regulator to take the commercial decisions necessary 

14 For instance, a June 2014 Living Wage Commission report ‘Work that pays’ showed that the Living Wage can open the 
door to productivity increases for businesses as a result of employees contributing higher levels of effort and an 
openness to changing job roles.   
15 Royal Mail met its regulatory First Class mail target for the first quarter of the financial year 2015-16, delivering 93.0 
per cent the next working day. It also exceeded its Second Class mail target of 98.5 per cent, delivering 99.0 per cent 
within three working days. 
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to secure the long-term stability of the universal service.16 This is what Royal Mail was doing 
in proposing its access pricing changes designed to mitigate the impact of cherry-picking 
end-to-end competition on the financial sustainability of the universal service. 
 

24. In once again considering price controls, we are concerned that Ofcom is at risk of repeating 
the mistakes of the Postcomm era, where poorly introduced price controls saw Royal Mail 
losing 2.5p on every letter it delivered on behalf of competitors under the mandatory access 
regime. Cash flow became a particular problem for Royal Mail as a result, with the business 
generating £3bn less in cash than Postcomm forecast.17 We note that Royal Mail believed 
the zonal access pricing constraint that Ofcom was considering, prior to Whistl’s withdrawal 
from the end-to-end delivery market, was even more restrictive than that under 
Postcomm.18 
 

25. We maintain that price controls are not appropriate in a declining letters market, that they 
failed to deliver efficiency targets that were achievable the last time they were imposed and 
would reduce Royal Mail’s ability to adapt to changes in both the market and its operating 
environment. Under existing regulation Royal Mail is already mandated to provide access to 
all its inward mail centres on fair, reasonable and not unduly discriminatory terms. It is also 
subject to a regulatory margin squeeze control on its access and retail prices, recently 
modified by Ofcom in February 2014.19 
 

26. Competition in the access mail market in the UK is already the most developed in Europe 
and, as Ofcom has acknowledged, this acts as an incentive for Royal Mail to reduce retail 
prices. The proportion of access mail in total mail has increased from 44 percent to 56 
percent in the last five years20 and Royal Mail estimates that its competitors now handle 
around 70 percent of addressed letters posted by large businesses.21 Data from the 
European Regulators Group for Postal Services (ERGP) for 2013 shows only two other EU 
countries with notable levels of access competition (above 5%) by volume – Germany at 
around 10% and Slovenia at around 7.5%. Apart from these two countries and Romania, 
which has very low levels of access competition, none of the remaining 23 EU countries in 
the survey reported any access competition.22 
 

27. Although access volumes in the UK have slightly declined in the last two years, this is likely 
to have been driven by the growth in Whistl’s end-to-end delivery operations in 2013 and 

16 Ofcom, Securing the Universal Postal Service – Decision on the new regulatory framework, 27 March 2012, para 1.24, 
p. 5. 
17 CWU Submission to Postcomm Consultation, The Building Blocks for a Sustainable Postal Service: Initial Proposals for 
Regulatory Safeguards, April 2011, para 8, p. 2. 
18 Royal Mail plc, Response to Ofcom’s December 2014 Consultation: “Royal Mail Access Pricing Review: Proposed 
amendments to the regulatory framework”, 24 February 2015, para 3.3, p. 14. 
19 Ofcom, Modification to the control preventing Royal Mail margin squeeze: Statement, 26 February 2014. 
20 Ofcom, The Communications Market 2015, August 2015 p. 381. 
21 Royal Mail plc, Response to Ofcom’s December 2014 Consultation: “Royal Mail Access Pricing Review: Proposed 
amendments to the regulatory framework”, 24 February 2015, p. 3.  
22 ERGP Report on end-to-end competition and access in European postal markets, June 2014, Figure 15, p.28, 
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2014, as Ofcom has noted.23 Letter volumes delivered by operators other than Royal Mail 
(predominately driven by Whistl) almost tripled from 56.1m in 2013 to 158.5m in 2014.24 
Given Whistl has ceased its end-to-end operations and is now focusing solely on expanding 
its access business (recently opening a new depot in Scotland to triple its capacity in the 
country)25 it is fair to assume access volumes will once again start to grow. 
 

28. In 2012 Ofcom rejected a price-control based approach to the regulation of Royal Mail 
because a) market uncertainty meant it wasn’t feasible to predict accurately whether a 
given price trajectory would be adequate to ensure a financially sustainable universal 
service; b) a price control formula did not work effectively in circumstances where Royal 
Mail was struggling financially and Ofcom had a duty to secure the provision of the universal 
service; and c) a price control reduced Royal Mail’s flexibility to adapt to market changes. 
Ofcom also considered that, absent price regulation, Royal Mail had inherent efficiency 
incentives given its financial position and the ongoing decline in market volumes.  
 

29. At the time the CWU argued that consumer protection should be balanced with the need for 
Royal Mail to have the commercial freedom to respond to changing market conditions in 
order to prevent a level of revenue loss that would threaten the future sustainability of the 
universal service. We were critical of the Postcomm price control because it went far 
beyond the principle of affordability and ended up threatening the future of the universal 
postal service itself. We believe Ofcom’s arguments in favour of rejecting a price-control 
based approach to regulating Royal Mail in 2012 still hold today: the postal market remains 
volatile and challenging; Royal Mail’s financial position is improved, but only from a low 
baseline in 2012, and is by no means secure; a price control would restrict Royal Mail’s 
ability to adapt to market changes; and letter volumes are forecast to continue to decline, 
driven primarily by e-substitution.  

 
E-substitution 
 

30. E-substitution poses a significant threat to Royal Mail’s future revenue from the letters 
market and to the financial sustainability of the universal service. It therefore acts as a 
significant constraint on the company’s commercial behaviour, incentivising Royal Mail to 
exercise restraint with regard to price rises and to continually improve its operational 
efficiency.  
 

31. Ofcom’s Residential Postal Tracker for 2014/15 shows that email is the most common 
replacement for post across all age groups in the UK but particularly for young people; with 
almost eight in ten (77 percent) of those aged 16-34 who are sending less post than two 
years ago claiming to have replaced post with email.26 This age group is also more likely to 
be using a range of alternative electronic communication methods as a replacement for post 
with almost half (44 percent) using SMS; over a third using voicemails on mobile phones 

23 Ofcom, The Communications Market 2015, August 2015, p. 391. 
24 Ibid. 
25 ‘Whistl opens new Scottish depot’, Post and Parcel, 20 August 2015.  
26 Ofcom, The Communications Market 2015, August 2015, p. 397.  
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(37percent) or social networks (37 percent); and 16 percent using instant messaging. As this 
group ages, e-substitution rates are likely to increase, putting significant pressure on Royal 
Mail revenues. Copenhagen Economics has estimated that between 2014 and 2020 ongoing 
and cumulative e-substitution could reduce Royal Mail’s letter mail volumes by 30 
percent.27 
 

32. Royal Mail has already experienced volume declines in the UK addressed letters market of 
around 5 percent per annum in the last four years.28 Volumes per household have declined 
by around 40 percent since 2004/05 and now stand at levels last seen in the mid-1980s.29 
Royal Mail expects continued structural volume decline in this market of 4-6 percent per 
annum in the medium term, excluding the impact of elections; although in 2014/15 the 
decline was at the lower end of this range.30 
 

33. Royal Mail must reduce its costs to deal with this ongoing decline as well as to capture more 
of the growth areas in the postal market. Royal Mail must also keep its prices at a 
reasonable and affordable rate if it is not to hasten the rates of e-substitution and 
addressed letter volume decline. It has stated that it does not plan to increase letter prices 
beyond the Retail Price Index and that there is no scope within the market to do so.31 
 

34. Ofcom’s price cap on second class stamps (up to 2kg) ensures that prices cannot increase by 
more than 53 percent on the 2011/12 price over 7 years, subject to indexation at Consumer 
Price Index (CPI) inflation. This protects small businesses and vulnerable consumers, whilst 
also giving Royal Mail sufficient flexibility, and we believe this should remain in place.32 
However the evidence suggests that competitive constraints have kept stamp price 
increases relatively low. Since the significant price increases in April 2012, which Ofcom 
anticipated when it designed the 2012 regulatory framework and which were necessary to 
make up for Postcomm’s price constraints,33 and unadjusted for inflation, the price for a 
first class stamp has risen by just 5 percent whilst the price for a second class stamp has 
risen 8 percent.34 
 

35. Royal Mail is also responding to the threat of e-substitution through initiatives such as the 
“Keep Me Posted” campaign which highlights the lack of consumer choice that often results 
from automatic digital switchover by banks, utility companies and other service providers. 
The campaign is working to change the attitudes of UK businesses and service providers so 
they give their customers the right to choose how they receive their bills and statements.  
 

27 Copenhagen Economics, The consumer impact of competition in the UK postal market, November 2014, p.5. 
28 Royal Mail Annual Report and Financial Statements 2014/15, p. 2. 
29 Royal Mail plc, Direct Delivery: A Threat to the Universal Postal Service, Regulatory Submission to Ofcom, June 2014, 
para 2.2.2 p.12. 
30 Royal Mail Annual Report and Financial Statements 2014/15, p. 7 and 9.  
31 Royal Mail plc, Direct Delivery: A Threat to the Universal Postal Service, Regulatory Submission to Ofcom, June 2014, 
para 2.3.1 p.13. 
32 Ofcom statement, ‘Securing the Universal Service – Safeguard Cap for Large Letters and Packets’, 20 July 2012. 
33 Ofcom statement, Review of end-to-end competition in the postal sector, 2 December 2014, p.7. 
34 Ofcom, The Communications Market 2015, August 2015, p.396. 
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36. However the Keep Me Posted campaign will fail to mitigate e-substitution in any significant 
way if Royal Mail’s pricing is not set at a competitive rate. In order to convince banks, utility 
companies and other service providers of the merits of providing more choice for 
consumers in the way they receive their statements, they must offer a reasonable price for 
sending written statements through the post. Royal Mail must also be an efficient and easy 
operator for companies to do business with. Royal Mail’s ability to stem the tide of e-
substitution from businesses and other service providers will be crucial to sustaining letter 
venues, as business mail (primarily transactional mail such as bills and statements) 
accounted for 48 percent of the letters sector by revenue in 2014 (down 1 percent from the 
previous year).35 

 
37. Any future regulatory framework being considered by Ofcom must take account of the 

significant challenges Royal Mail faces in response to e-substitution. It must pay particular 
regard to moves towards delivering government services electronically. For example, the 
DVLA’s replacement of paper discs with a digital system has already had a negative impact 
on mail volumes. Ofcom should be mindful of the experience in Denmark after their 
government mandated that all businesses and public and private organisations use secure 
digital mailboxes in place of physical post. This is estimated to save the Danish government 
EUR 270m annually.36 

 
Question 3: To what extent do the competitive constraints faced by Royal Mail vary by different 
types of mail e.g. for letter services, between advertising mail, transactional mail (mail sent 
following a customer’s interaction with a company), and publishing mail (such as newsletters and 
magazines); and for parcel services, between single-piece and bulk parcels? 
 

38. The competitive constraints Royal Mail faces with regard to the letters market have been 
discussed in answer to the previous question. However Royal Mail faces challenges in other 
declining mail markets that may put further pressure on revenues in future, such as 
marketing mail and publishing mail, which should be noted.  
 

39. Marketing Mail, such as direct mail, accounted for 26 percent of the letters sector by 
revenue in 2014.37Royal Mail saw its marketing mail revenue increase by 5% in 2014/1538 
after investing in initiatives such asMarketreach’s ‘Mail Men’ campaign in order to convey 
the commercial benefits of physical advertising mail to businesses.39 It is also looking to 
grow this part of its business through a pilot with a UK retailer to target marketing mail 
based on online shopping habits.40 
 

35 Ofcom, The Communications Market 2015, August 2015, p.393. 
36 IT News, Denmark mandates digital postboxes, 26 November 2013.  
37 Ofcom, The Communications Market 2015, August 2015, p.393. 
38 Royal Mail Annual Report and Financial Statements 2014/15, p.21. 
39 Marketing Magazine, ‘Royal Mail launches ‘Mail Men’ campaign to boost direct mail’, 28 January 2015. 
40 Alex Ward, ‘Royal Mail to trial new scheme that will see internet shoppers targeted with junk mail for their online 
shopping habits,’ The Independent, 22 June 2015. 
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40. However Royal Mail’s marketing mail growth is against the trend; with direct mail as a share 
of total advertising spend in the UK having declined from 15.9 percent in 2010 to 13.9 
percent in 2014, driven by switches to internet and mobile advertising.41 Between 2010 and 
2014 spending on direct mail fell by 15.2 percent in nominal terms.42 This therefore remains 
a challenging marketplace for Royal Mail to continue to grow revenues.  
 

41. The publishing mail market is also in steep decline, with the volume of consumer magazine 
subscriptions, typically fulfilled by post, dropping 11 percent in 2014 to 4.9m. Accordingly, 
the least likely type of mail to have been received by all adults in Ofcom’s Communications 
Market Report for 2015 was subscription magazines.43 
 

Competition in the parcels market 
 

42. The significant competition Royal Mail faces in the already over-capacity domestic parcels 
market is perhaps most important, because being able to innovate and secure long-term 
growth in this marketplace will be key to Royal Mail’s future and securing the financial 
sustainability of the universal service.  
 

43. Apex Insight has valued the current UK parcels market44 at £8bn and forecasts 7 percent 
growth from 2014 to 2018.45 This level of growth is significantly higher than the 3.9 percent 
growth in the parcels market experienced between 2008 and 2014 and is expected to be 
driven both by improvements in the UK economy and growth in online retail sales. In terms 
of the longer-term picture, in 2013 PriceWaterhouseCoopers estimated that between 2012 
and 2023 parcel volumes will increase 35 percent, from around 1.7bn items in 2012 to 2.3bn 
items in 2023.46 
 

44. The level of competition and innovation in parcels has increased rapidly in recent years, 
particularly in the important business-to-consumer market. Yet despite City Link exiting the 
parcels market, market sorting capacity is still expanding faster than demand. This places 
significant pressure on Royal Mail to compete on price, to maintain its good quality of 
service record and to invest in new technology, products and services.  

 
45. The impact of Amazon’s own delivery operation on Royal Mail’s parcel business remains a 

significant pressure, with Royal Mail continuing to estimate that annual growth in the 
addressable parcels market will be constrained to 1-2 percent in the short term by Amazon’s 
presence.47Amazon is further strengthening its own parcel delivery arm, having recently 
announced free standard delivery to its UK Pickup Locations for all products sold or fulfilled 

41Ofcom, The Communications Market 2015, August 2015, p.381 and 394. 
42 Ibid., p.394 
43 Ibid., p. 404.  
44 Comprising business-to-business (B2B), business-to-consumer (B2C) and consumer/small business-consigned 
products (C2X) 
45 Apex Insight, UK Parcels, Market Insight Report, September 2014. 
46 PricewaterhouseCoopers, The Outlook for UK Mail Volumes to 2023, 15 July 2013, p.10. 
47 Royal Mail Annual Report and Financial Statements 2014/15, p. 7. 
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by Amazon.48 In 2014/15 Amazon was Royal Mail’s largest parcel customer, accounting for 
around 6% (approximately £191.4m) of total UKPIL parcel revenue. 
 

46. Intense price competition from Amazon and other parcel operators reduces the revenue 
Royal Mail receives from its parcel businesses (through the core Royal Mail network and 
Parcelforce Worldwide) and constrains its ability to continue to offset the impact of lower 
letter revenues owing to structural volume decline. For instance, despite a 3 percent 
increase in parcel volumes in its core network and a 12 percent increase in volumes at 
Parcelforce in 2014/15, there was only a 1 percent increase in total UKPIL parcel revenues at 
Royal Mail over this period. Parcels revenue as a proportion of Royal Mail's total revenue 
also remained static in 2014/15, at 41 percent, whereas previously it had grown from 38 
percent in 2012/13. Although Royal Mail retained a 52 percent share of the parcels market 
in 2014/15, this only accounted for 38 percent of the total parcels market in terms of 
revenue.  
 

47. Price competition in the parcels market is driven by the use of low-cost and high-flexibility 
employment models by many of Royal Mail’s competitors. These can involve piece-rate 
payments for successful delivery only and false self-employment for the delivery drivers or 
“lifestyle couriers” concerned. At risk of exploitation, some workers treated as self-
employed do not receive payment equivalent to the National Minimum Wage, whilst the 
parcel delivery firm engaging them is exempt from both National Insurance Contributions 
and employer taxes. 
 

48. As well as reducing the UK’s tax take that can be spent on important public services, these 
types of employment models also contribute to low standards in the parcels market and 
poor outcomes for consumers, as evidenced by a number of recent television reports.49 
Parcel firms such as Yodel and Hermes, who reportedly pay piece-rates per successfully 
delivered items of as low as 50p and 60p respectively, were named the worst delivery firms 
by Moneysavingexpert users in early 2014.50 In contrast, both Royal Mail and Parcelforce 
customers reported the most positive experiences.51 
 

49. The race to the bottom on employment standards in the parcels sector should be a priority 
both for Ofcom and the Government. It is worth noting that in November 2013 the EU 
Employment and Social Affairs Committee recommended that Member States increase 
monitoring of parcel service operators’ employment and working conditions. In some 
European countries postal operators are already rowing back on attempts to create a low 
cost workforce or else levelling up on pay. For example, Dutch operator PostNL recently 
offered permanent jobs to its freelance parcel staff, allowing them to benefit from the 
company’s pay and conditions, or to remain freelance and earn 10 percent more.52 

48 Post and Parcel, ‘Amazon announces free standard delivery to UK pickup locations for all customers’, 26 August 2015. 
49 Such as ‘Yodel Parcels Going Missing’, Don’t Get Done, Get Dom, BBC, 20 May 2015 and programmes on BBCs’ The 
One Show.  
50 Mark King, ‘Yodel and Hermes named UK’s worst parcel delivery firms’, Moneywise website, 10 January 2014.  
51 Miles Brignal, ‘Yodel voted worst parcel delivery firm for second year running’, The Guardian, 10 January 2014. 
52 ‘PostNL offers jobs to all freelance parcel staff’, DutchNews.nl, 14 July 2015.  
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Innovation in the parcels market 
 

50. Royal Mail’s parcels operation faces further challenges from parcel lockers installed in 
transport hubs and stores such as Doddle that allow customers to pick up parcels on their 
way home (and in the case of clothing and footwear - the fastest growing e-commerce 
group - to try on the goods and return them immediately if they are unsuitable). An 
increasing number of larger retailers also operate their own in-house click and collect 
operations.  
 

51. Click and collect is a growing market; with Barclays estimating that click and collect volumes 
will rise from 26.1% of all physical deliveries in 2013 to around 35% by 2018.53 In contrast, 
deliveries to home addresses are predicted to decline over the same period from 72.3% of 
all physical deliveries to just over 64%. Royal Mail is responding to this by maintaining its 
own “click and collect” network in the UK through the Post Office network, but competition 
in this area remains a significant challenge.  
 

52. As part of the 2014 Agenda for Growth Agreement, both Royal Mail and the CWU are 
focused on retaining Royal Mail's pre-eminent position in the parcels market and growing its 
volumes and revenues through the introduction of new technologies and new ways of 
working. Royal Mail is improving its products and services, such as the development of the 
"Click and Drop" online tool for consumers and SMEs and by reducing prices for the fastest 
growing parts of the parcels market.  
 

53. It is also seeking out new areas of growth such as extending access to the network for large 
business customers, introducing tracked returns for eBay buyers and accessing the Chinese 
market though a shopfront on Alibaba's Tmall Global e-marketplace. Royal Mail's next steps 
in its parcels transformation programme include introducing 2D barcodes on more parcels, 
scanning through next generation handheld devices (to be introduced in mail centres this 
year and delivery next year), rolling out parcels automation and finger scanners in its mail 
centres and focusing on winning business in the fastest growing sectors. 

 
54. The CWU would like to see greater innovation from Royal Mail in the parcels market, but 

this will not be possible if the regulatory framework incentivises it to prioritise delivering 
short-term cost savings. However it is important that Ofcom recognises that the company's 
position as the universal service provider means it is not able to introduce change as quickly 
as some of its competitors who handle only a fraction of its volumes. Change is far easier to 
deliver for a small parcel delivery firm that is not required to develop IT infrastructure or to 
introduce new machines that must work for daily delivery to a growing list of 29 million 
households across the UK.  
 

55. Although it may take slightly longer to introduce change than its competitors, when Royal 
Mail invests in new technology it prioritises quality and ensures it works well. Royal Mail 
simply cannot afford to find itself in a similar position to UK Mail, forced to issue a profit 

53 Barclays, ‘The Last Mile: Exploring the online purchasing and delivery journey, September 2014, p. 6. 
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warning in August because more parcels than expected had proved to be incompatible with 
its new automated equipment, resulting in higher costs.54 Ofcom must take this into 
consideration when it assesses Royal Mail’s efficiency in particular.  

 
Question 4: Do you consider that Royal Mail faces appropriate incentives to deliver efficiency 
improvements? 
 

56. Ofcom’s default position is that Royal Mail needs greater incentives on efficiency. However, 
as we previously pointed out in relation to its zonal access price proposals,55 Ofcom’s 
efficiency review of the company is still ongoing and is not scheduled to be substantively 
completed until the end of the 2015/16 financial year.56 Ofcom is therefore not yet in a 
position to be able to say whether Royal Mail is delivering a reasonable rate of efficiency 
improvement or not and therefore whether any further efficiency incentives are needed.  
 

57. Royal Mail is facing sustained letter volume declines driven primarily by e-substitution, 
greater privatisation and ongoing pressure to deliver a return to shareholders, as well as 
highly developed competition in both the domestic parcels and access mail markets. The 
CWU believes these factors provide sufficient incentive for Royal Mail to deliver greater 
efficiency improvements both now and in the future. Although Ofcom believes the absence 
of end-to-end competition will weaken Royal Mail’s efficiency incentives, it has failed to 
provide any evidence that the presence of Whistl in the end-to-end delivery market since 
2012 resulted in Royal Mail making improvements to its efficiency levels. 

 
58. Royal Mail has undergone significant transformation in recent years, focused on the 

introduction of new working practices, greater automation, innovation and modernisation. 
This change has been delivered in partnership with the CWU and the workforce. There is 
widespread recognition throughout the company that being efficient is important to the 
success of the business and, in turn, its ability to provide secure employment and good 
terms and conditions for staff in future. Whilst the CWU will continue to work with Royal 
Mail to improve efficiency through the Agenda for Growth agreement, Ofcom must 
recognise the link between the decent pay and conditions of Royal Mail’s front-line staff and 
quality of service standards within the universal service. It must also recognise there is a 
limit to how hard staff can be expected to work in physically demanding jobs and how far 
Royal Mail can push efficiency improvements before quality of service is threatened.  
 

59. Ofcom should be mindful of the experience in 2013 in the Netherlands when Post NL’s 
restructuring had to be halted after customers complained of declines in quality of service 
and even the company’s Chief Executive described the delivery quality as unacceptable.57 
Post NL’s restructuring involved significant reductions in the number of local delivery offices 
and a move towards centralised offices which relied on part-time workers employed on 

54 Johnston, C.. ‘UK Mail share stumble after profits warning’, The Guardian, 7 August 2015. 
55 See the “CWU submission to Ofcom: Royal Mail Access Pricing Review, 24 February 2015, pp.6-7. 
56 Ofcom Draft Annual Plan 2015/16: Consultation document, 19 December 2015, p.27. 
57 Post and Parcel, PostNL expects postal reform proposals in early May, 17 April 2013. 
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inferior terms and conditions to traditional postal workers.58 This provides a cautionary tale 
of what happens to service levels when short-term efficiencies are prioritised and the 
quality of jobs is eroded.  

 
60. In order to secure the future of the universal postal service, Ofcom should shift its focus 

from pressuring Royal Mail to deliver short-term efficiency gains; and instead provide a 
regulatory framework that will allow Royal Mail to grow its revenues. The CWU is 
committed to working with Royal Mail to grow the business in response to changing 
markets, but this cannot be at the expense of decent pay and terms and conditions of 
employment which help ensure a high quality universal postal service.  

 
Royal Mail’s efficiency background 
 

61. The transformation programme at Royal Mail in recent years has delivered significant 
reductions in the number of mail centres, modernisation of the vast majority of delivery 
offices and improved machinery.59 Royal Mail estimates it now bears around £0.5bn less 
cost per year as a result of this business transformation initiated in 2006/07. These 
measures, which have centralised and enabled automatic sortation of letters, reflect the 
standard efficiency measures implemented by many other European postal operators, as 
shown in the WiK60 and NERA61 reports commissioned by Ofcom in 2013. 
 

62. The transformation plan has also introduced new ways of working, which the CWU and its 
members have co-operated with in order to make the company more efficient. These 
include the introduction of automated walk sequencing, deployment of new delivery 
methods such as trolleys and vans in order to deal with the growth in the parcels market, 
improved equipment for manual preparation and longer delivery routes. Various aspects of 
the logistics part of the business have also been centralised, with new double-decker trailers 
and shared delivery vans introduced.  
 

63. These measures have had the inevitable result of reducing the workforce at Royal Mail, with 
headcount reductions of 12,000 in UKPIL since 2010, on top of a reduction of 38,000 staff 
between 2003 and 2010. CWU members are working harder and longer whilst maintaining 
high quality of service standards for 29 million households in the UK – a number that 
increases by around 290,000 per year. In recent years Royal Mail has also seen year-on-year 
reductions in gross hours of 2.2 percent in 2012/13, 2.9 percent in 2013/14 and 2.3 percent 
in 2014/15.62 

58 Ryan, S., Postal Liberalisation: The issues, the impact and union responses, UNI Global Union Post and Logistics, 
November 2012, p.25. 
59 Under this programme the number of mail centres has been reduced by 42 percent, whilst 94 percent of delivery 
offices have either completed or commenced modernisation. Furthermore, 81 percent of letters are now sequenced to 
delivery point and 998 new, refurbished or upgraded machines have been installed in mail centres and delivery offices. 
60 WIK-Consult, Review of Postal Operator Efficiency, Study for Ofcom, November 2013. 
61 NERA Economic Consulting, Approaches to Measuring the Efficiency of Postal Operators, Final Report for Ofcom, 
August 2013.  
62 Royal Mail Full Year Results 2013/14 Presentation, 22 May 2014; and Royal Mail Half Year Results 2014/15, 19 
November 2014.  
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64. Royal Mail has also delivered annual productivity improvements of 4.4 percent, 3.2 percent, 

1.7 percent, 1.7 percent and 2.5 percent from 2010/11 through to 2014/15, owing to 
changes in mail processing, delivery and headcount reductions. It is important to note that 
the 2.5 percent improvement for the most recent financial year is right in the middle of 
Royal Mail’s target of an annual productivity improvement of between 2 percent and 3 
percent. In addition, Royal Mail is targeting flat costs for the 2015/16 financial year. 
 

65. Although Royal Mail’s productivity metric does not account for costs, NERA Economic 
Consulting listed it as one of the most suitable methods to inform Ofcom’s view of what 
might represent a reasonable rate of efficiency improvement at the company.63 Ofcom has 
stated that the ability of Royal Mail’s productivity improvement metric to take account of 
product mix and volume decline is a key advantage and as such could help to provide a 
meaningful indication of operational efficiency over time.64 
 

66. In its 2013/14 annual monitoring report on the postal market, Ofcom also says that Royal 
Mail’s physical productivity continued to improve and that its new efficiency measure, PVEO 
(Price, Volume, Efficiency, Other) shows that Royal Mail reduced costs by around 0.2 
percent due to efficiency in 2013/14.65 As we have previously told Ofcom, we are concerned 
that the PVEO calculation means that any pay rise that outweighs increases in the Consumer 
Price Index (CPI) will be classed as an inefficiency. We maintain that RPI is a better reflection 
of the actual rising cost of living for workers, and we believe the calculation would show an 
improvement above 0.2 percent at Royal Mail for 2013/14 if it were to use RPI inflation 
rather than CPI inflation.66 

 
Agenda for Growth agreement  
 

67. The 2014 Agenda for Growth agreement between Royal Mail and the CWU has also 
conferred commercial benefits to the company by virtue of improving industrial relations 
stability. The CWU believes these benefits have not been given adequate weight by Ofcom 
to date, with the regulator continuing to criticise the agreement for securing pay rises that 
take into account cost of living increases for front-line workers and mitigating some of the 
worst outcomes for employees usually associated with privatisation. In criticising the 
collective agreement between Royal Mail and the CWU, we believe Ofcom is overstepping 
the mark and unfairly interfering in the conduct of good industrial relations.  
 

68. Section four of the agreement promotes industrial stability and includes, amongst other 
things; new governance arrangements, a re-launched industrial relations framework and 
new processes to strengthen dispute resolution (with particular emphasis on the use of 
internal and external mediation). The agreement  has already had a positive impact on Royal 

63 Approaches to Measuring the Efficiency of Postal Operators, Final Report for Ofcom, August 2013, NERA Economic 
Consulting, page ii. 
64 Annual Monitoring Update on the Postal Market, Financial Year 2012-13, Ofcom, November 2013, para 4.24, page 27,   
65 Ofcom Annual Monitoring Update on the Postal Market 2013/14, p.2. 
66 For more detail see the CWU submission to Ofcom, Royal Mail Access Pricing Review, 24 February 2015, p. 7 
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Mail’s productivity and efficiency by minimising the risk of industrial action. It is also likely to 
improve staff retention which in turn saves the company the costs of recruitment and 
training of new staff.  
 

69. The CWU would like to see even stronger outcomes from the Agenda for Growth agreement 
in terms of improving innovation and building a sustainable long-term growth plan. But for 
this to occur, Royal Mail must be able to continue to invest in its workforce, both in terms of 
pay and to ensure employees have the training and the equipment they need to do their 
jobs effectively in a modern, safe working environment that supports a motivated and 
productive workforce.  
 

70. Royal Mail also needs to be able to invest in new products and services to meet the 
changing needs of customers and to capture revenues in growth areas such as parcels. The 
Agenda for Growth agreement facilitates investment and innovation and should be viewed 
by Ofcom as a positive development in terms of improving Royal Mail’s efficiency. For 
example, it has allowed Royal Mail to respond to market demands by introducing Sunday 
parcel deliveries within the M25 motorway and Sunday opening hours for certain enquiry 
offices.  
 

71. The future financial sustainability of the universal service will depend on Royal Mail 
managing the decline in letters as effectively as possible; but above all it will depend on 
Royal Mail investing in, and capturing, new areas of growth. Any future regulatory postal 
framework must allow Royal Mail the flexibility it needs to commit sufficient investment in 
its people and its network so that it can operate effectively and innovate in the growing but 
fiercely competitive parcels market. Excessive focus on cost cutting and competition must 
not be allowed to stifle such an approach. 
 

Privatisation 
 

72. The privatisation of Royal Mail, though regrettable and strongly resisted by the CWU, 
constitutes an additional efficiency incentive for the company in terms of shareholder 
returns. In June 2015 the Government announced that, having sold off 60% of Royal Mail in 
October 2013 (allocating 10% of free employee shares to be held in trust), it intended to sell 
off the remaining 30% public shareholding. A 15% stake was subsequently sold to big city 
investors and provision for a further 1% of shares to be allocated to the trust for eligible 
Royal Mail employees announced. The Government intends to sell the remaining 14% public 
stake by the end of 2015/16. 
 

73. Greater privatisation means even more pressure will be placed on the company to cut costs, 
with jobs and employment standards already in investors’ sights to improve short-term 
profits and without any regard for service levels. However the CWU will defend the legal 
protections for our members in the Agenda for Growth agreement in the strongest terms. It 
is also likely that the universal service requirements will come under significant pressure 
from a privatised Royal Mail with no public ownership and therefore no public voice. Yet 
again the Netherlands provides a cautionary tale, with PostNL having successfully pressured 
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the Dutch Government to reduce daily deliveries from six days per week to five.67 The CWU 
will campaign to defend the existing UK universal postal service, delivering at a uniform 
price to every address six days a week, as part of the “People’s Post” campaign.68 
 

Efficiency targets 
 

74. Previous efficiency targets imposed by Postcomm were shown to be unachievable and we 
have serious concerns that history may be repeating itself with Ofcom considering imposing 
efficiency targets on Royal Mail. We believe such a move is unnecessary and that attempting 
to accelerate efficiency beyond the current incentives, which are already significant, may 
ultimately threaten service levels. Ofcom must be careful not to provoke negative 
consequences such as industrial disputes, as we have seen in Germany over pay rises and 
outsourcing,69 and the poor treatment of parcel couriers at Post NL.70 

 
75. In considering Royal Mail’s efficiency, Ofcom must look at the organisation as a whole, and 

not just the front-line workforce. Royal Mail’s front-line staff are working harder than ever 
and yet there are practical limits to how much an individual postal worker can be expected 
to do in their role. We are concerned that the focus on headline targets fails to recognise 
this reality. We are also concerned that front-line work is frequently being undertaken by 
Royal Mail managers because of budget-pressures and that a significant amount of labour 
and front-line costs are therefore hidden in the management budget, establishing a level of 
“normal” performance that is misleading and will not provide an accurate picture of Royal 
Mail’s current efficiency.  
 

Question 5: Do you consider that there are any areas of existing controls on Royal Mail activity 
where there is the potential for deregulation? 
 

76. The CWU believes Royal Mail should be able to keep the commercial flexibility (alongside 
important consumer protection safeguards) that allows it to respond to market challenges 
that may threaten future revenues and potentially the future financial sustainability of the 
universal service. However it is equally important that Royal Mail is given the freedom to 
change its operations in order to compete and to invest in new products and services, such 
as ‘Mailmark’ which is the cheapest form of bulk mail and yet provides good quality data to 
customers by allowing machine-readable mail to be tracked.71 
 

77. Royal Mail’s success as a business should not come from engaging in a race to the bottom 
on labour costs; it should come from the company and the workforce delivering on the 
Agenda for Growth agreement and ensuring the long term future of the company, better 
products and services for customers, good quality jobs and the universal service. We 

67 Post and Parcel, ‘Dutch postal reforms to eliminate Monday deliveries’, 21 December 2011. 
68 CWU website, News Archive, ‘Standing up for the ‘People’s Post’, 10 July 2015. 
69 Post and Parcel, “Unions demand fresh talks as Deutsche Post strike rumbles on”, 24 June 2015.  
70 Ecommerce News, “Some of PostNL’s couriers are on strike in the Netherlands”, 16 July 2015.  
71 Launched in March 2014, Mailmark now tracks 22% of machine-readable mail dealt with by Royal Mail. Royal Mail 
plans to increase the percentage of mail using Mailmark to 35%-40% by March 2016 and to 90% by March 2017. 
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support Ofcom giving consideration to whether Royal Mail is subject to any unnecessary 
regulation that prevents it responding to changes in the market quickly. However any move 
towards deregulation must not compromise protection for postal users in terms of the 
scope or the quality of postal services. Instead, regulation on quality and consumer 
protections should be levelled up across the postal sector as a whole, but particularly in the 
parcels sector. Such action would help Royal Mail to compete effectively and to grow 
revenues, thereby supporting the financial sustainability of the universal service.  
 

Question 6: Do you have any further comments or views (supported by evidence where available) 
on the issues identified in this discussion paper? 
 

78. The CWU is concerned that Ofcom is considering requests from Royal Mail’s competitors to 
expand the mandatory access regime. The access market is already highly competitive and 
any move towards expanding the products included in Royal Mail’s mandatory access 
requirements would impact its revenues further and potentially threaten the financial 
sustainability of the universal service. Offering access at other points in Royal Mail’s 
network besides mail centres, such as in delivery offices, would also be impractical.  
 

79. Ofcom’s focus should not be on changing an access regime that is working reasonably well 
in order to help access operators to “compete more effectively”.72 Its primary duty is to 
secure provision of the universal postal service for the benefit of everyone in the UK. Its 
main focus must be on designing a regulatory framework that allows Royal Mail to respond 
to market challenges and to grow revenues in order secure the future of the universal 
service.  

 
 
 
 
 
 
 
For further information on the view of the CWU contact: 
Dave Ward 
General Secretary 
Communication Workers Union 
150 The Broadway 
London 
SW19 1RX 
 
Email:  dward@cwu.org 
Telephone:  (+44) 0208 971 7251 
 
11th September 2015 

72 Ofcom, Review of the regulation of Royal Mail, Discussion Paper, 17 July 2015, para 3.15, p.8. 
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