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Dear Ms Kalaria 

Consumer Futures response to Ofcom’s Draft Annual Plan 
2014/15 

We are pleased to be able to offer comments on Ofcom’s Draft Annual Plan 2014/15. 

Overall we believe that Ofcom’s proposals for ongoing monitoring of:  

 the financial sustainability of the universal service 
 the quality of service 
 the evolution of competition  
 Royal Mail’s progress towards improving its efficiency  

show an appropriate focus on important aspects of the UK postal market. The plan 
also mentions specific pieces of work on efficiency and the cost-orientation of the 
universal service. This market has been strongly affected by both internal and external 
factors over the past few years, and these changes look set to continue. As it finalises 
the details of its plan for the next 12 months, Ofcom needs to ensure that its view is 
focused on the likely future of the postal service and that its priorities in post include 
work that proactively considers these changes – even if this is just through monitoring. 

Four major recent changes that are likely to impact consumers’ experience of the 
market are: 

 the October 2013 privatisation of Royal Mail 
 the increase in electronic communications and the reduction in letter volumes 
 the growing importance of internet fulfilment and the related shift in dynamics 

of the postal market towards the competitive parcels segment 
 the increase in end-to-end competition. 

Consequences of privatisation 

Under private ownership it is likely that investors will increasingly focus on whether 
Royal Mail’s status as the universal service provider results in a net cost or net benefit 
to the company. It also follows that a privatised Royal Mail will for the first time have to 
consider whether it is providing an adequate return for investors. It may seek to do this 
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through reducing overhead costs, or by increasing stamp prices or lowering service 
standards.  

Consumer Futures urges Ofcom to strengthen its monitoring of the costs, revenues 
and profits associated with universal service provision and to build on existing and 
proposed efficiency studies to assess the financial impact of this status on Royal Mail. 
Related to this is the need for ongoing monitoring of the impact of any price rises on 
postal users; the negative feedback Royal Mail received following its 2012 changes to 
its parcel pricing system and its subsequent amendments to the system in 2013 
demonstrate consumers’ responses to sub-optimal pricing decisions.  

With the recent separation of Post Office Limited from the Royal Mail Group and Royal 
Mail’s subsequent privatisation, Ofcom needs to remain vigilant to the impact of any 
changes to the relationship between Royal Mail and Post Office Limited. Consumers 
need a high quality and accessible postal service that meets their needs and allows 
them to make informed decisions about the postal products they require. In addition to 
these recent changes Consumer Futures research over a number of years indicates 
that consumers accessing universal service products via post offices cannot always 
rely on accurate and appropriate advice from counter staff.1 This is particularly 
important given the Royal Mail’s evolving domestic and international product portfolios 
and the Post Office network transformation programme which involves over half of the 
post offices across the UK. However, Royal Mail retains responsibility for ensuring that 
consumers can access its universal postal service products, including those that are 
offered via post offices, and Ofcom should do more to satisfy itself that consumers are 
receiving the correct advice. 

Parcels 

An ongoing external source of transformation in the postal market is the shift from 
letters to parcels, largely caused by the impact of changing technologies on our 
communication and retail habits. Although the majority of parcels sent to fulfil online 
orders are not sent using universal service products, Ofcom needs to remain vigilant to 
market issues, including the development of choice and competition for both residential 
and SME consumers across the UK. In 2012 Consumer Focus Scotland published a 
report2 looking at parcel delivery practices in Scotland. It found that some consumers 
living in remote and rural areas reported particular delivery issues, including higher 
prices and companies refusing to deliver to them, that excluded them from this 
increasingly important market. Consumer Futures has since found evidence3 that 
consumers in other areas of the UK face similar issues when ordering items online for 
delivery.  

                                            
1
 See Consumer Focus (2012) Are you being served? – Service, accessibility and queues at High Street 

post offices; Consumer Focus (2012) Open all hours? – Consumer experience of, and service standards 
in, Post Office Locals; Consumer Focus (2009) Evaluating the quality of service and product advice in 
Crown and privately managed Post Offices 
2
 Consumer Focus Scotland (2012) Effective parcel delivery in the online era – what  

consumers in Scotland need 
3
 Consumer Futures (2013) Signed, sealed… delivered? Research into parcel delivery issues in remote 

locations 
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We will continue to work with e-retailers, trade bodies and consumer groups to look for 
sustainable solutions to the problems experienced by consumers.  

The increasing importance of deliveries for retailers has brought the parcels market to 
the attention of the European Commission as part of its work on the single market. In 
December 2013 the Commission published a roadmap4 designed to complete the 
single market for parcel delivery and encourage online sales via several non-regulatory 
initiatives. Two of these are relevant to Ofcom as the UK’s postal regulator and will 
widen its limited remit with respect to the parcels market. 

1. The Commission recommends that National Regulatory Authorities 
monitor and annually publish market data on domestic and cross-border 
parcel movements from all postal service providers active in the B2C and 
B2B parcel markets. 

2. It also wants to ensure that the European Group of Regulators for Postal 
Services, of which Ofcom is a member, focuses on cross-border parcels 
by reporting on Quality of Service performance and conducting a review 
to determine if there is a market failure in cross-border parcel delivery 
markets that may require further action. 

Positive action at a European level is likely to have direct and indirect beneficial effects 
for UK consumers. We believe Ofcom has an important role in this action given that, at 
£111 billion in 2013, the UK’s turnover from e-commerce is more than twice that of any 
other European country.5 

Competition 

During 2013 TNT expanded its London end-to-end delivery service to Manchester, and 
announced plans to rollout the service across the UK. Competition in the market does 
not at present appear to represent a threat to the universal service and can benefit 
consumers by encouraging Royal Mail to focus on efficiencies. However, Royal Mail 
has already been very vocal about TNT’s operations and Ofcom needs to have a deep 
understanding of the potential impact of its proposed plan. It should be alive to a 
variety of options to protect the universal service ahead of reaching a point where 
Royal Mail says they cannot deliver the service, although any safety net must be 
predicated on Royal Mail being able to deliver an efficient universal service. This would 
give Royal Mail certainty with respect to its position, so it knows what it must do to 
demonstrate that it is delivering the universal service efficiently and how it might be 
supported if the sustainability of the universal service comes under direct threat from 
competition alone. 

We appreciate that Ofcom has indicated that there will be a formal review of the end to 
end framework in 2015. As we have previously suggested,6 Consumer Futures would 
encourage Ofcom to continue to consider alternative mechanisms in the appropriate 

                                            
4
 European Commission (2013) A roadmap for completing the single market for parcel delivery, build 

trust in delivery services and encourage online sales 
5
 European Multi-channel and Online Trade Association (2013) 

6
 http://bit.ly/11SfidY  

http://bit.ly/11SfidY
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regulatory framework for end-to-end competition. This should include potentially 
tendering out loss-making elements, state aid or compensation fund arrangements. 

Other key issues 

Monitoring of Quality of Service 

Ofcom’s 2013 annual monitoring update on the UK postal sector noted that Royal Mail 
missed key performance targets during the year. In the related press statement7 it 
stated that not only should Royal Mail take all necessary steps to meet its Quality of 
Service targets but also that it would open formal investigations should Royal Mail fail 
to meet these targets in the future.  

Specifically, we understand that Ofcom wants to assess Royal Mail’s ability to meet its 
next day delivery targets, and to understand what lies behind the headline figures. 

We support Ofcom’s approach because it is important to understand why some Post 
Code Areas regularly fail to meet the 91.5 per cent local First Class delivery target. 
This local target is in place to ensure that all consumers benefit from a minimum 
delivery service standard, but this is not met in all areas. It is also important for Ofcom 
to investigate why Royal Mail constantly fails to meet the target of 99 per cent for its 
Special Delivery Next Day service, despite the high price for this premium service.  

Ofcom has established a Quality of Service improvement plan with Royal Mail. Ofcom 
should ensure that monitoring of improvement is open and transparent, and that there 
is certainty about the triggers for investigation or intervention and enforcement for 
failure to meet targets. An ideal Quality of Service scheme would be driven by 
consumers’ needs from the system, and we are keen to contribute our knowledge of 
the consumer perspective on what a quality postal service would look like.  

Monitoring of post boxes provision and consultative procedures 

Ofcom’s June 2013 decision on post box criteria8 provided new protection by 
stipulating (a) that 98 per cent of the population should have access points within half a 
mile of their delivery point, measured by straight line distance; and (b) that for the 
remaining 2 per cent, Royal Mail must meet their reasonable needs. In its decision 
document Ofcom agreed that postal users should be made aware of potential changes 
to their local post box and encouraged Royal Mail to liaise with Consumer Futures to 
develop a suitable process for notifying postal users of proposed changes to the 
network. We expect Ofcom to monitor progress and to ensure that a robust process is 
agreed by both parties. 

We also expect Ofcom to investigate cases where Royal Mail does not adhere to the 
above density criteria. It is very important that Ofcom monitors its new access criteria, 
as significant areas of the UK do not fall within them and are therefore not safeguarded 
against the removal of local post boxes. We have undertaken our own GIS mapping 
and analysis assessing current post box density levels to understand the impact on 
rural consumers, and we will continue to monitor the density levels.  

                                            
7
 http://bit.ly/1b52Qg3 

8
 http://bit.ly/1btBdb7 

http://bit.ly/1b52Qg3
http://bit.ly/1btBdb7
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Review of complaints handling procedures 

Consumer Futures recognises the importance of an effective consumer complaint 
handling framework in the postal sector that works in the consumer interest. The 
current consumer complaints handling and redress framework has not been fully 
reviewed since it was introduced in 2008 and changes in the structure of the postal 
market and evolving consumer needs suggest that this is an opportune time to 
consider whether the current system is proportionate and works effectively in the 
consumer interest. We are currently carrying out work in this area and will share our 
findings with Ofcom.  

We also recognise that there is an important role for Ofcom and suggest that a key part 
of its work during 2014/14 should be a full assessment of the effectiveness of 
complaint handling and redress in the postal market. 

Our work over the coming year  

Consumer Futures will undergo a significant change when in April 2014 we transfer to 
Citizens Advice, Citizens Advice Scotland and the General Consumer Council for 
Northern Ireland (GCCNI). This transfer will combine our consumer remit in the specific 
area of post with the consumer information, advice, advocacy and education work of 
other consumer bodies. It will allow us to use our policy and research expertise in 
wider ways via the frontline advice delivery and campaigning experience of the 
Citizens Advice service and GCCNI. For example, we will build on our work on parcels 
and e-commerce by undertaking consumer education to explain new rights under the 
Consumer Rights Directive when it is implemented in the UK in June this year. 

We look forward to continuing to work constructively with Ofcom, in our successor 
bodies, and encourage the regulator to take forward its 2014/2015 work programme in 
postal services through ongoing monitoring of the financial and operational 
performance of the universal service provider, ensuring that undue reliance is not 
placed on either increasing stamp prices for universal service products or lowering 
quality of service performance standards. We suggest regulatory review and activity 
should focus on: 

 vigorous monitoring of Royal Mail’s quality of service performance and 
investigation of any failures to meet targets 

 comprehensive review and assessment of the consumer complaints handling 
and redress framework  

 widened activity in the parcels market through monitoring and publishing of 
market data on domestic and cross-border parcel movements. 

 

Yours, 

 

Michelle Goddard 

Head of Postal Services 


