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THE FUTURE OF

THE UNIVERSAL POSTAL UNION

James I. Campbell Jr.

The skies above the valiant battalions of postal troops have been unsettled

by the volleys fired against them by the private couriers, intent on blasting

them away.

A.C. Botto de Barros1

Above all, any government activity almost at once becomes "moral." No

longer is it viewed as "economic," as one alternative use of scarce resources

ofpeople and money The absence ofresults does not raise the question,

Shouldn't we rather do something differently?

Peter F. Drucker2

1. Introduction

Not many years ago, a friend of mine in the international courier industry used to

arouse considerableadmiration among his domestic colleaguesby discoursing with

great feeling on the difficulties ofdoing business in the territory of the "wily upu."

It would usually take some time for his audience to realize that he was referring

not to an obscure Amazonian tribe but to the Universal Postal Union. Indeed, to be

honest, neither my friend nor his listeners were any too clear on the distinctions

between the two.

In fact, outside of a handful ofpostal officials, the UPU is little known and little

understood. Yet, the UPU occupies a critical role in the development of the

international economy, for it shapes the rules for the delivery ofinternational goods

and services. As Fred Smith, founder of Federal Express and one of the rare

philosophers of the express industry, has pointed out, "The distribution revolution

is almost as profound as the computerrevolution It is the symbiotic relationship

between improvedinformation management systems and modern logistics systems

which is fueling the continued, remarkable creation ofjobs."3 That is, the modern
economy is powered by interdependent advances in the processing of information
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and the distribution of goods. These twin improvements are changing fundamen

tally the patterns of global production and consumption.

Founded in 1874, the Universal Postal Union is the second oldest inter

governmental organization in the world. Today, the UPU includes virtually all

nations among its members. It is neither as menacing as some couriers imagine,

nor as sacred as some postal traditionalists insist. The UPU was established to

accomplish particular economic tasks. But times are changing, and there is a

consensus among the few cognoscenti that the UPU must change as well. There is,

however, no common vision of the future of the UPU. Most importantly, there is

an unfortunate under appreciation of the issues involved among the larger com

munity of users, carriers, and governments that depend upon and are ultimately

responsible for the international infrastructure.

In the last twenty or so years, the nature of international delivery service has

evolved rapidly. With the introduction of cheap, widespread jet air transportation,

it has become possible to transport documents and small parcels around the world

as quickly as between points within a single country. The international telephone

and telex have made it possible to coordinate collection and delivery on a

worldwide basis, an ability greatly enhanced by the introduction of powerful and

inexpensive computers. These new capabilities have been built into the operations,

and expectations, of all types of industries. The "global village" is placing new

demands on international delivery systems.

International private express services sprung up in response to these new

possibilities and diverse demands. They provide closely coordinated and carefully

monitored collection, transport, and delivery ofshipments, and "end to end" service

from sender to addressee. The "couriers" were originally a handful of young men

and women with no experience in the established fields of international post and

air freight. Nonetheless, by responding flexibly to new technologies, the young

couriers established themselves in a small, specialized niche between these two

traditional industries.

Like a pebble dropped in a still pond, the operational logic of international

express service sent out ripples across the whole of international transport, to areas

where the couriers never intended to venture. Traditionally, both international

postal and international air freight systems were organized into distinct collection,

transport, and delivery operations. At either end of an international transaction,

collection and delivery services were performed by wholly different undertakings.

In between, airlines provided air transport as a byproduct of passenger transport.

Neither collector, nor transporter, nor deliverer was able or willing to coordinate

the provision ofthe end to end service. The success of the couriers—now, "express"

companies—has now called into question this tripartite separation of functions in

all fields of international transportation services. It is not so much that the couriers

themselves are posing these questions. What the couriers have done is to lay bare

for all to see the possibilities of applying new technologies to the provision of an

international transport.

While technology has been revolutionizing the way international commerce is
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conducted, a rising tide of "deregulation" has swept across traditional regulatory

barriers. The thrust of this movement has been not to eliminate all governmental

guidance but to adapt policy to the insights of economics and the needs of users.

The customer has become king.

These currents have now reached the long tranquil shores of the UPU. In May

1992, the UPU convened an extraordinary ministerial level conference to discuss

the future of the Union. This meeting was preceded by special task forces at the

UPU which looked at questions never asked before: Can the postal administrations

obtain better international express service by retaining private carriers than by

doing the service themselves? Should private companies be admitted to the UPU?

Which of the traditional services provided by the UPU and the postal administra

tions can be better provided by private companies or by joint ventures between

postal administrations and private companies? Should the UPU be restructured?

This paper reviews the origin and functioning of the Universal Postal Union in

a manner that the general reader will, I hope, find enlightening without being

overwhelming. Based on this review, I attempt to identify logical and reasonable

implications for the future of the UPU.

2. Origin and Premises of the UPU

The concept of a public delivery service goes back to the Middle Ages. In the

twelfth century, inexpensive paper (as opposed to parchment) was introduced.

Enterprising Venetian merchants of the fourteenth century organized private

courier systems to deliver commercial documents, ultimately extending their reach

into the German hinterland. The Renaissance saw, after centuries ofrepression, the

reemergence ofa European-wide exchange of ideas. Trade fairs which moved from

town to town generated correspondence among merchants carried by private

messengers; an extensive merchant post spread throughout the Hanseatic League

ofNorthern Europe. Monasteries and universities, notably the University ofParis,

organized international messenger systems to support their foreign students and

facilitate the circulation ofideas. In the fifteenth century, the invention ofa printing

press with moveable type accelerated the dissemination of knowledge. The fif

teenth and sixteenth centuries also saw the emergence of nation states in France

and England, which soon began their own governmental messenger systems.

At this time, a "postal" system was a series of "posts," or relay stations, located

at regular intervals along the road. At post stations horses were kept and riders

lodged. Postal routes were extended freely across Europe by both private and

governmental messenger systems. For example, the University of Paris sent mes

sengers to all parts of Europe, including England and Scotland. The French

monastery of Benedictine de Cluny dispatched mounted couriers to Spain and

Poland. Similarly, the English post office picked up mail in Brussels, and the

Swedish post office collected mail in Hamburg. One of the most extensive postal

systems was operated by the Taxis group on behalf of the Hapsburg Empire. To

meet the rising demand, international postal routes were established in the same
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way that a large company might today establish a series of hotel rooms around the

world where its executives can rest and catch up on information from the home

office.

Gradually these international postal routes were forbidden by newly formed

national governments for what we would call "national security" reasons. In 1464,

Louis XI of France restricted the messengers of the University of Paris and took

over their post stations. His original intention was to reserve the system of posts

for royal dispatches, although within twenty years correspondence of the aris

tocracy was being carried as well. In 1591, Queen Elizabeth I of England decreed

that only royal messengers could carry international letters. Her purpose was to

assert a monopoly over the right to communicate with foreigners, not simply a

monopoly over the (nonexistent) business of carrying the letters.

These national security measures soon restricted the passage of all foreign

messengers, including those that traveled at the behest of a foreign government.

Hence, international mail from Country A in transit across Country B to Country

C was required to be entrusted to postal administration B. To this end, an inter

governmental agreement was negotiated between A and B. One of the earliest

examples was an agreement between the Spanish and the French posts in 1601

whereby the French agreed to carry Spanish mail across France to Italy. According

to this agreement, the French post duly received the mail from a Spanish messenger

at the Spanish border and delivered it to a Spanish messenger at the Italian border,

from which point both Spanish and French postmen traveled together to Rome to

deliver the mail.

After the eighteenth century, international postal service in Europe was

restricted to the exchange of mail between national postal monopolists in accord

ance with bilateral postal treaties. Then, in 1840, Rowland Hill's famous reforms,

introduced in England and soon copied around the world, led to a greatly enlarged

demand for both domestic and international service. More international postal

traffic meant more treaties, and more variations among treaties. To put order to

multiplying international relations, a conference was convened in Paris in 1863

attended by fifteen nations. Although the conferenceendorsed anumberofstandard

principles, uniform principles embodied in separate agreements proved inadequate

to the task. In 1874, in Berne, Switzerland, representatives of twenty European

countries, the United States, and Egypt concluded the first multilateral postal treaty

and founded the "General Postal Union." Other nations joined quickly, and the

arrangement was renamed the "Universal Postal Union."

Even now, a consideration of the deliberations at the first UPU Congress in

Berne is instructive. The key accomplishment of the Berne Congress was probably

its firm recognition of a right of transit for all international mail; that is, by

international treaty, each nation was obligated to transport across its territory mail

that originated in one foreign country and was destined for a second foreign

country. At the same time, however, the most acrimonious discussion in Berne

concerned the subject of "transit fees," i.e., what postal administrations should

charge each other for this service. This controversy highlights the interesting point



THE FUTURE OF THE UNIVERSAL POSTAL UNION 11

that a national monopoly over international postal transport did not affect all postal

administrations equally. Postal administrations in the middle of a region were

geographically placed to exact monopoly rents from postal administrations on the

perimeter. They were successful in doing so; the controversy was resolved by

agreement on relatively high transit fees.

Next, the Berne conferees easily agreed to deliver each other's mail without

charge. No doubt this was an appropriate solution at the time. The flow of letters

was about the same in both directions between any pair ofcountries, and theburden

of international monetary payments was, I imagine, quite significant at that time.

The third major issue taken up was simplification and harmonization of postage

rates. A number of delegates wanted to impose the philosophy ofRowland Hill on

the international post, i.e., rates as low and as uniform as possible. Unlike in matters

oftransport and delivery, however, postal administrations were notdependentupon

each other for the setting ofprices to customers. Although the conference endorsed

the goal of cheap and uniform international postal rates, it agreed to a rule with so

many exceptions as to allow each postal administration to set its own prices.

As this briefhistory makes clear, the raison dfitre of the UPU was to ameliorate

the restrictions on international postal routes interposed by the national postal

monopolies. International private and public postal services flourished so long as

they could establish post houses in different countries to meet the needs of

commerce. While international messenger services operated on a small scale

compared to modern commerce, they were sufficient to give birth to the first public

postal services, the forerunners of today's postal administrations. National postal

monopolies—initiated by monarchs for national security reasons—compelled

postal administrations to hand over mail to each other for international transport

and delivery. International treaties replaced commercial considerations as the

governing framework for cross border delivery services. The UPU developed out

of a need to standardize the resulting patchwork of treaties, primarily in order to

resolve thorny problems surrounding transit mail transported by intermediate

postal administrations to destination postal administrations. Today, the close

relationship between theUPU, the national postal monopolies, and the coordination

of international procedures has become so taken for granted as to be almost

forgotten.

3. The UPU and Its Functions

3.1, Institutional development

Since the Berne conference, the UPU has grown to include 168 member

countries. Nineteen subsequent general conferences or "Congresses" have been

convened, usually every five years, to revise and reenact the Universal Postal

Convention. For the first seven decades, the UPU remained essentially a set of

common rules with a small secretariat to keep the records and accounts for transit

fees. From time to time, new services were introduced, such as special delivery and

parcel post. Prior to World War II, however, the secretariat was supervised by the
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Swiss government always headed by a Swiss, and never included more than two

dozen employees.

Since the end ofWorld War II, the UPU—like other international bodies—has

undergone a series oftransformations that has left it far more complex and political.

In 1947, a permanent Executive Council6 was established to direct the work of the
UPU between Congresses and maintain liaison with the United Nations. In 1957,

a permanent technical committee, the Consultative Council for Postal Studies

(CCPS), was added. In 1964, the Convention was completely revised around a

separate, permanent Constitution.8 In 1974, the Director General of the Interna
tional Bureau became an elected official of the UPU instead of a staffappointment

of the Executive Council, and oversight of the International Bureau by the Swiss

government was ended, adding a greater political dimension. In 1989, the Execu

tive Council was given limited legislative authority for the first time.

Meanwhile, the commercial aspects of the UPU have become more significant

and more commercially partisan. In 1969, the UPU introduced "terminal dues"

payments for delivery of international mail, substantially raising the financial

implications of the Union's work. In 1979, postal administrations were first

authorized to intercept "remail, as a means of protecting each other's home

markets. The 1984 Hamburg Congress urged governments to use the monopoly

against private express companies.10 By 1989, the Washington Congress was
preoccupied with restraining competition not only between private companies and

postal administrations but also among postal administrations (i.e., by means of

remail). In the fall of 1991, the UPU found itself riven by debates over whether to

attack, or support, or ignore a newjoint venture between five postal administrations

and a private courier.

Table 1. Organization of the UPU

Body Function Membership Meetings

Congress Legislate acts; appoint

DG, EC, CCPS; 5 yr

budget, strategy.

168 national

delegations

usually headed

by postal adms;

govt role varies.

Every 5 years;

next 1994

(Seoul).

Executive Legislate Detailed

Council Regs; contact customs,

(EC) airlines; annual budget;

prepare Congress.

40 countries,

postal adms only

(non voting, non

postal observers

allowed).

Once per year

(spring); com

mittees meet

more often.

Consultative

Council for

Postal Studies

(CCPS)

Technical studies and

standards; training

programs for developing

countries.

35 countries;

postal adms only

(same as EC).

Meets once per

year (fall) but

committees

meet more often.

International

Bureau (IB)

Secretariat to EC,

CCPS, Congress.

Head, Director

General (DG)

Permanent of-

fices, Berne.
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Legally, the Universal Postal Union is an inter governmental organization, not

an organization of postal administrations. Its major acts are binding upon member

countries and available as legal justification before national courts and other

governmental authorities. As summarized in table 1, the UPU consists of four

bodies: the Congress, the Executive Council, the Consultative Council for Postal

Studies, and the International Bureau. The supreme authority is the Congress,

which meets every five years. In Congress, member countries are represented by

"plenipotentiary" delegations consisting ofboth postal and governmental officials;

their relative influence varies from country to country. The Executive Council is a

committee of40 postal administrations that manages the Union between Congres

ses. TheCCPS undertakes technical studies andassists developing countries' postal

administrations. The International Bureau acts as the secretariat for all three.

Major decisions of the UPU are adopted in the form of amendments to four

legislative "acts," listed in table 2.12 The basic act is the Constitution, a permanent
multilateral treaty subscribed to andratified by member countries. Another act, the

General Regulations, sets out the procedures of the UPU, including participation

in meetings, observer status, voting rules, etc. International letter post service is

regulated by two further acts: the Universal Postal Convention (or simply, the

Convention) and the Detailed Regulations.1^ Generally, decisions are taken by
majority vote, each country having one vote.

14

Table 2. Legislative Acts of the UPU

Act Initial Approval Amendment

Constitution Permanent. Ratified by mem

ber country or implemented

by postal adm. ("tacit ratifica-

lion"). Const. 25.3.

Requires 2/3 vote in Con

gress; should be ratified by

government. Const. 30.

General Reenacted by Congress.

Regulations Changes proposed by postal

adm 6 months before Cong.;

approved by 1/2 Cong. Gen

Reg. 119.2,128.

None between Congresses.

Gen. Reg. 128.

Convention Reenacted by Congress.

Changes proposed by postal

adm 2 months before Cong.;

approved by 1/2 of Cong.

Gen Reg. 119.1,128.

Proposed by postal adms; ap

proval by all, 2/3, or 1/2 of

"votes." Conv. 93.

Detailed Approved by 1/2 of Executive

Regulations Council. Const. 22.5; Gen.

Reg. 102.4.

Same as initial approval

process.

Formalities aside, the crux of decision making at the UPU may be described as

follows. As a practical matter, it is impossible for a Congress of 168 national

delegations to legislate on complex matters. Except for a few major issues, the

proceedings ofa Congress are therefore shaped largely by the preparatory work of
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the Executive Council. Since proposed revisions submitted in advance of a Con

gress are reserved for postal administrations, proposals in Congress are dis

couraged, and outsiders are effectively barred from participation—there is

virtually no possibility of a Congress taking a course other than that advanced by

postal officials. Once a Congress has concluded, the government of a member

country is handcuffed from objecting to any aspect ofany UPU act by the General

Regulations which prohibitreservations not expressed at the end ofthe Congress;17
a member government is left only the trivial decision of whether it will continue

international postal service for the next five years or not. Indeed, as a general rule,

postal administrations implement the decisions of the Congress without formal

approval by their governments, relying upon a remarkable UPU doctrine called

"tacit ratification."18
Between Congresses, major revisions in the Constitution, General Regulations,

and Convention are procedurally difficult, but the Detailed Regulations are also

binding international law and, since 1989, can be revised by a simple majority of

the Executive Council. In this manner, the Executive Council and its committees

have become the effective legislature and executive of the UPU. In view of this

authority, it should be noted specifically that the General Regulations require each

member of the Executive Council to be "a qualified postal official" and"appointed

by the postal administration of his country."19 Within the Executive Council and
UPU bodies generally, postal administrations of the developed countries exercise

disproportionate authority on key issues by having the resources and willingness

to staff working parties, as well as by the implicit threat ofwithholding commercial

cooperation from other administrations.

3.2. Functions of the UPU

As the Constitution states in the first section, the goal of the UPU is to establish

"a single postal territory for the reciprocal exchange of letter post items [the]

aim of the Union shall be to secure the organization and improvement of postal

services and to promote in this sphere the development of international collabora

tion."20
In 1992, approximately eight and a halfbillion letters, printed papers, and small

parcels will be exchanged between 168 national postal administrations. This is a

bit less than the domestic traffic of the Canadian postal administration. Internation

al traffic is only a tiny fraction of the total business of the world's postal adminis

trations, about 2.2 percent. Despite the large number of postal administrations,

international postal traffic is concentrated primarily in relatively few major

administrations; some 60 percent of international traffic originates from 28

developed countries, 40 percent from the United States and the European Com

munity.21 The major functions of the UPU may be summarized as follows. (See
table 3.)

Customer Service. To a customer, international postal service, like any other

service, is measured by basic considerations. How much does it cost? How long

does it take to deliver the mail? What happens if there is a problem? As discussed
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above, one of the issues tackled by the Berne conference was low outward postal

rates in accordance with the philosophy of Rowland Hill. The Berne conference

failed to agree on this concept, and, despite long debates over the next decades, the

UPU has never exercised a restraining influence on international postal rates. In

the 1989 Congress, the UPU abandoned the effort to manage international postage

rates.22 Indeed, the 1989 Congress took quite an opposite approach and encouraged
postal administrations to offer preferential prices to large customers. For individual

customers, international rates may be reduced to the lowest available domestic rate,

a standard which is not only preferential but, in at least some cases, below cost.

Other than attempts to restrain prices, the UPU has never addressed customer

concerns directly. The UPU does not keep regular records of the price or quality

of international postal service, nor permit public access to such studies as are

undertaken from time to time. The acts of the UPU do not invest consumers with

any rights of redress in case of difficulties, either vis h vis the UPU itself or the

postal administrations.23 As to transparency (public access to information), the
UPU has repeatedly confirmed its rule that Congresses and committee meetings

are closed to press and public.24 The absence of outside scrutiny at the UPU
contrasts markedly with the practice in most developed countries. In many, postal

administrations publish price and service quality information, either voluntarily or

underregulatory requirement. In the great majority, sufficient customercomplaints

can precipitate a parliamentary inquiry in which the postal administration must

explain and justify prices and services. At the international level, the postal

customer has no access to information and no official recourse.

Table 3. UPU Functions

Function UPU activities Comment

Customer Control postal rates; preferen-

services tial prices for large mailers; no

access to UPU meetings, data

No real control of rates; new

preferential rates questionable

(maybe below cost); less

transparency than natl post.

International Transit, air conveyance fees;

transport standardize forms, procedures.

Original purpose of UPU, less

important with air transport;

UPU charges not cost based;

air rates protested by IATA.

Delivery Terminal dues Non cost based charges distort

trade, discourage business,

contravene competition rules.

Customs Customs forms, liaison with

Customs Cooperation Council

Simple standard forms, but

slow response to need for

faster data, EDI, security.

Consultancy CCPS studies on postal opera-

services tions; UNDP and UPU assis-

tance to developing countries.

Increasingly important; re

quires greater professionaliza-

tion; IATA may be model.

Administra- Election, committees, rules,

tion statistics, library.

Unwieldy decision making; in

adequate management data,

coordination among adms.
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Of course, the most fundamental customer service is good postal service. It

seems likely that the establishment of the UPU did in fact improve the lot of

international mailers in the last quarter of the nineteenth century. International

postal practices seem to have become simpler and more reliable, improving the

quality ofinternational postal service from the customers' standpoint More recent

ly, however, a perception has arisen amongcustomers and postal officials alike that

the quality of international postal service is unsatisfactory. A joint report of the

Executive Council, CCPS, and International Bureau to the 1989 Washington

Congress noted:

Many sectors such as banking, international trade, insurance, the interna

tional building trade, advertising, and the big international newspapers felt

an increasing need to transmit documents, receipts, written statements,

industrial drawings, spare parts, trade samples or magnetic data at national,

continental, and intercontinental levels withmaximum speed andreliability.

... It does not apparently need any great stretch ofimagination to realize

now that these demanding customers found it hard to see the traditional

postal administrations as the effective, flexible and businesslike partners

they needed.

Supporting this analysis, postal traffic data suggest customer disenchantment

with the international post over the last decade, especially in the developed

countries. The international post has stagnated despite a general increase in the

domestic post26 and other types of international communications.27
Appropriately, the centerpiece of the lastUPU Congress was a debate on "caring

for the customer." The Washington Congress adopted an aggressively commercial

strategic plan called the "Washington General Action Plan:"

The Washington Congress, recognizing the increasing competition in the

communications market and the impetus which this creates for efficiency,

along with our customers' demands for greater service reliability and better

value for money, agrees Postal administrations must create market-led

cultures where the customer commands top priority The UPU must do

everything in its power to encourage Governments and administrations to

achieve these objectives.

International Transport. As we have seen, the first and most fundamental task

of the UPU was to arrange for the international transport of mail. At the Berne

conference, the UPU developed a workable system of fees, forms, and procedures

whereby postal administrations could rely upon each other to forward mail between

end points of common carrier routes. With great effort, this system has been

continually modified and updated to accommodate new needs and new forms of

transportation. This is not a small accomplishment. In essence, the UPU's success

ful development of transit procedures has made possible international postal

service despite the termination ofinternational postal routes by the postal monopoly

laws.

Today, transit fees for land and sea transport are based on two components: the

cost of work by postal administrations and the cost of transport purchased from

land and sea carriers. Complex surveys of postal administrations are undertaken,
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and each Congress fixes a uniform transit fee based upon worldwide averages.

Naturally, since costs vary substantially between postal administrations and parts

ofthe world, somepostal administrations are underpaid for transit work while some

are overpaid.

Conceptually, aviation has completely altered the problem of arranging for the

international transport of mail. Freed from the limitations of surface geography,

each postal administration has the theoretical ability of direct access to any other

postal administration. It has taken some time for commercial airlines to develop

into a ubiquitous network, but today it seemsreasonable to assume that the majority

of international airmail is exchanged by direct airline connection.

The approach oftheUPU towards air carriers has also evolved. In the early days,

postal administrations agreed collectively on rates to be paid for air transport and

dictated their decisions to the airlines.29 Since airline operations were commercial
ly impossible without airmail revenue, airlines had no choice but to take the money

and carry the mail. With an increase in direct connections and a decline in the

relative importance of air mail to airline finances, the cost of air transportation has

become more a matter ofdirect negotiation between each postal administration and

the airlines serving its routes. The 1979 UPU Congress adopted a worldwide rate

to be paid airlines which, although based on extensive surveys, is related neither

to commercial freightrates nor to the actual costs ofair transport (e.g., longer flights

cost less per kilometer than shorter flights). Despite strong and repeated protests

from the International Air Transport Association, the 1984 and 1989 Congresses

declined to modify the 1979 formula. As a result, little mail is actually carried under

the UPU air transport rate, and the UPU and International Air Transport Associa

tion are hardly on speaking terms.30
Delivery. In contrast to the transport function, delivery arrangements for

international mail have historically posed less of a problem. International mail is

such a small percentage of total mail that no postal administration modifies its

national delivery service to suit the needs of inbound international mail. On the

contrary, each postal administration delivers international mail as part of its most

compatible domestic service. To avoid the complexities ofinternational accounting

for a small fraction of their business, postal administrations were content to deliver

each others' mail without charge.

For the UPU, the major delivery issue has been large imbalances in bilateral

mail flow. If administration A received much more mail from B than it sent to B,

A felt that it should be paid for delivering the imbalance. The UPU has found it

difficult to deal with this issue expeditiously or consensually. The issue was first

raised in the 1906 Congress. Sixty-three years later, in 1969, the UPU introduced

a per kilogram charge for inward delivery of international mail called "terminal

dues." However, since a world-wide uniform terminal dues charge fails to allow

for widely divergent costs among administrations and does not take into account

the number of pieces to be delivered, it over compensates some administrations

and under compensates others, to the dissatisfaction of many.31
For the next twenty years, terminal dues were a hotly contested and much studied
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bone ofcontention between netreceivers ofmail and net exporters. By 1989, postal

administrations were shocked to realize that non economic terminal dues charges

had encouraged competition among postal administrations. Some postal ad

ministrations were willing to resell artificially low terminal dues rates to mailers

residing in the territories of other postal administrations.32 Although development
of"remail" competition rearranged the contending parties, the 1989 Congress again

adopted a terminal dues system that, while revised, still failed to reflect the actual

costs of inward postal delivery. A new study has been ordered, but it appears

likely that a cost-based solution will be imposed by the European Community

before this study can be completed.34
Customs Clearance, For any international carrier, customs control presents a

regulatory discipline of such significance that it affects all stages of the operation.

The UPU has developed very simplified procedures for customs declarations

shippedby post. In consultation with the Customs Cooperation Council,35 theUPU
approves simplified forms which are labeled "customs" forms and appear to be

customs declaration forms. The appropriate form is completed by the mailer and

affixed to the package. At customs inspection at the country of destination, these

UPU forms are usually accepted by the customs administrations despite the fact

that the forms are not issued by the customs authority itselfand will notbe accepted

from any other carrier. Additional simplicity is achieved by exempting postal

administrations from liability for incorrect customs declarations.36
Without doubt, the UPU has facilitated the international exchange of small

parcels by innovatively simplifying customs procedures. In recent years, however,

postal administrations have found these simplified procedures inadequate to the

demands of modern commerce. Private express companies have achieved faster

customs clearance by providing electronic data in advance of the actual arrival of

shipments. Further improvement in customs procedures ranks high on the UPU's

wish list.

Consultancy, From colonial times, major postal administrations have a long

tradition ofproviding technical assistance to the postal administrations ofdevelop

ing countries. In the mid 1950s, the developed countries were wrestling with

mechanization ofpostal operations, and theUPUwasbeing pressured by theUnited

Nations to formalize aid to developing countries. Postal administrations in both

developed and developing countries concluded there was a need for a more

structured sharing of knowledge. The 1957 Congress therefore established the

Consultative Council for Postal Studies. In this manner, the UPU's mission

expanded from improving the international mail system to also providing advice

and assistance in the improvement of domestic postal systems, especially those in

developing countries.37
Over time, the primary function of the CCPS has become one of managing

assistance to postal administrations of developing countries. The CCPS conducts

a number of studies on subjects such as express services, electronic mail, quality

control, postal use of computers, modern accounting systems, etc. These studies

are generally designed to keep developing postal administrations up to date on the
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technical advances ofthe mostdevelopedpostal administrations. In addition, CCPS

oversees a rather extensive direct assistance program managed by the International

Bureau, partly funded by the United Nations Development Program and partly

funded from UPU sources.38
Administration. Like any organization, a necessary task of the UPU is self

administration. The fact that the UPU is an organization with, in effect, 168 voting

directors complicates the problem considerably. Generally, UPU Congresses ex

pend a significant amount of time on rules of procedure and membership in the

Executive Council, the Consultative Council for Postal Studies, and their various

committees.39 Between Congresses, virtually all decisions are dependent upon
preliminary studies. A given study is committed to a standing committee which, in

turn, either asks a postal administration to make a survey of administrations'

practices or forms a working party of a few administrations. A working party

proceeds by importing temporary staff from around the world, with one postal

administration assuming the burden ofpreparing the report After study, important

decisions must await annual meetings of the Executive Council or Consultative

Council forPostal Studies, or even a meeting ofthe Congress. Moreover, the entire

decision process is affected by the political processes of the Congress. Participants

must keep in mind the votes necessary to secure future committee assignments and

positions in the secretariat.

The secretarial needs of the UPU are extensive, given the complexity of the

administration and the need to produce many documents in up to seven languages.

In additional to normal staff work, the UPU secretariat produces a quarterly

magazine (Union Postale), publishes well-annotated versions of the basic acts,

maintains a good library of postal materials, keeps common accounts for charges

between postal administrations, and represents the Union at various functions

around the world. For these purposes, the International Bureau employs about 60

professional staff and consumes a rather modest annual budget of about US$ 20

million.

3.3. Governmental Aspects

The majority of functions of the UPU are "commercial" in the sense that they

are the same functions that would be undertaken by a similar group of private

companies trading with one another. However, certain key functions partake of a

"governmental" or "regulatory" nature in that they represent the exercise of

authorityreserved for government. Used in conjunction with commercial activities,

these governmental functions shape the international exchange of documents and

small parcels in a manner significantly different from that which they would obtain

in a normal commercial environment. Table 4 summarizes the most important

governmental functions exercised by the UPU.

Many of these governmental functions tend to protect postal administrations

from competition, both competition from private delivery services and competition

from other postal administrations. To this end, the UPU permits or encourages

postal administrations to allocate markets, fix prices, give preferential prices to
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selected customers, and boycott private carriers—all in a manner that would be

illegal for private companies similarly situated. Other governmental activities are

directed towards different ends. For example, simplified customs treatment for

postal shipments is intended primarily to facilitate trade, despite the fact that it

affects competition as well. UPU aid programs, while they may represent an

expenditure ofpublic resources, also reflect commendable humanitarian purposes.

4. Rethinking the UPU

In the late nineteenth century, the Universal Postal Union resolved the problems

and concluded the agreements necessary to establish a worldwide international

postal system. In so doing, it earned the gratitude of mankind. Since World War II,

however, theUPU has found itself slowedby increasing administrative complexity

while challenged by rapidly changing technological and commercial circum

stances. Today, the UPU stands in need not merely of reform, but of rethinking.

For this, a return to basics is required.

Table 4. Organization of the UPU

Functions UPU activities Comment

Legislate UPU acts are international law;

intemation- Cong, and EC amend acts,

allaw Const. §102.5.

Delegation of legislative

authority to interested persons

inconsistent with constitutional

and competition laws.

Enforce Post adms may intercept mail

market al- not posted with adm where

location mailer resides. Conv. §25.

Market allocation inconsistent

with competition laws; scheme

not limited to monopoly, ignores

enforcement procedures of legis

lator.

Authorize Fix terminal dues, transit and air

price fixing conveyance fees. Conv. §§74,

85.

Price fixing inconsistent with

competition laws; worldwide

uniform rates distort trade.

Authorize Postal adms may reduce rates

preferential to large mailers to lowest

rates domestic rate. Conv. §20.15.

Lowest domestic rate below

cost of intl service in cases; in-

consistent with competition laws.

Organize UPU has tried to organize

boycott boycott of express carriers.

Inconsistent with competition

laws.

Exempt

adms from

customs

liability

Postal adms "shall in no case

accept liability for customs dec

larations". Det. Reg. §117.7

Renders customs law unenforce

able; private carriers are liable

customs decs.

Create cus- UPU customs forms, usually ac-

toms forms cepted by customs authorities.

Helpful simplification but other

carriers must use forms set by

customs.

Aid to Technical and training assis- Aid funds appears derived from

developing tance to developing postal adms. governmental sources, e.g.,

countries legal monopoly, subsidy, etc.
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4.1. International coordination services

For a postal administration, the collection and dispatch of mail is not a very

profitable activity. The core business of a postal administration is the delivery

function, for its universal house-to-house delivery system offers a postal ad

ministration substantial economies of scale. More mail to deliver adds revenue

without a proportional increase in costs. In the collection and dispatch of mail,

however, more mail means a more or less proportional increase in costs and no

significant increase in net revenue.40 Moreover, for international mail, collection
and dispatch brings with it a host of complications. Retaining only enough from

international postage to cover its costs for collection and dispatch,41 a postal
administration must pay over the bulk of international postage to other organiza

tions to cover the cost of international transport and delivery. To ensure the quality

of the service sold to its customers, a postal administration must manage arrange

ments for international transport, customs clearance, and delivery to more than a

hundred foreign countries, a tremendous operational task out of proportion to the

few percent of mail volume involved.42
The UPU was created to meet precisely this situation. With growing interna

tional traffic and commercial relations expanding to embrace as many as twenty

differentforeign destinations, majorpostal administrations met in Berne to improve

coordination of international transport. How else could this be accomplished in the

second half of the nineteenth century? Postal monopoly laws had long ago ended

the preferred practice of establishing international postal routes. Since transporta

tion technology was confined to the surface of the earth, international transport

necessarily depended upon transshipment through a number of countries. More

importantly, international communication was limited to the capabilities ofthe post

itself; hence, it was impossible for a global transport company to coordinate

transshipment activities better than the postal administrations themselves. In 1874,

postal administrations had no alternative but to resolve theproblems ofinternation

al transport and standardization cooperatively. They did so admirably.

Gradually, however, changes in technology have fundamentally altered the

operational premises of the UPU. Modern aviation has largely eliminated the

technical need to rely upon intermediate postal administrations to transship mail.

The critical stage was not so much the invention of the airplane as the invention of

the jet engine. The introduction of jet aircraft in the 1960s, and especially jumbo

jets in the 1970s, greatly expanded the number ofpostal administrations that could

be reached by direct common carrier connection.

The additional capabilities of modern computers and telecommunications have

changed the operational context even more. Suddenly, it has become possible and

commercially feasible for a single organization to coordinate collection, transship

ment, and delivery activities on a global basis; relations with multiple common

carriers; and customs clearance through dozens of different customs procedures.

Rapid and reliable "tracking and tracing" of shipments has become not only

possible, but commercially necessary. Although pioneered by courier companies

like DHL and Federal Express, other types of transport companies are similarly
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taking advantage of these technologies. As a result, it is possible to purchase

commercially many of the international coordination services which the postal

administrations previously were forced to organize for themselves. Indeed, coor

dination is the essence of what these companies are selling, for there is nothing

extraordinary about the individual operational elements of their services.

For postal administrations, it seems to me these developments offer a commer

cial boon, even if many postal officials regard them as a calamity. For the typical

postal administration, the fraction of international mail has increased hardly at all

since the beginning ofthe century,43 yet the expanding family ofnations has added
greatly to the burden of arranging international transportation by means of a

collegial structure such as the UPU. As far as the provision ofinternational services

is concerned, this complex structure—and it is the organizational structure and not

the men andwomen laboring in it44—is no longer serving the postal administrations
satisfactorily. Commonality of vision with the aviation industry has been lost.

Delivery charges ("terminal dues") have been set in such a way as to both stimulate

competition and attract the intervention of competition authorities. Customs

facilitation techniques are falling behind the state of the art, as is the quality of

operational information available to senior postal management.

The bottom line for a postal administration is that the international service it is

selling to its customers is not up to the quality of its domestic service. Postal

administrations are losing international business, at least relative to their domestic

business. This decline is due primarily to inadequate international coordination

between postal administrations, not to competition. The number of letters and

parcels carried by private means prior to the mid to late 1980s was minuscule; even

now it is small compared to the traffic handledby the postal administrations in most

countries.

Now, however, a postal administration can improve its international service and

cut its costs by "contracting out" some of the international coordination functions

to specialists who have, at their own financial risk, applied the latest technology to

the process. Instead of being tied to its own "back room" staff, a postal administra

tion has the option of switching among competing outside firms if service declines.

In this need to "unbundle" non core activities, postal administrations are no

different from other large businesses. In his latest book, Professor Drucker notes

that modern managers must look to outside support services for a

single-minded, almost obsessive dedication \to one narrow objective... to

the exclusion of everything else. But such single-minded dedication is far

more characteristic ofan independent outside entrepreneur than of a depart

ment head within an organization who is expected to be a team player.

In the early 1980s, large corporate shippers of documents and small parcels

turned increasingly to the international coordination services of private express

companies. Instead of dealing with airlines, customs brokers, and warehousemen

around the world, a corporateexecutive could deal with one local express company,

which he held accountable for all international arrangements. Of course, oc

casionally there was resistance from a senior shipping department manager who
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had mastered the labyrinth of international transportation regulations, but by now

most companies, and most shipping managers, have recognized that the potential

for increased business justifies new methods. By the late 1980s, large companies

began using express companies for ordinary international mail as well. In effect,

the express carrier was asked to organize arrangements with air carriers, customs,

and foreign postal administrations in such a way as to provide a better or cheaper

overall service than provided by the national postal administration relying upon

UPU arrangements.

In 1988, twenty major post offices decided to set up their own coordination

group outside the framework of the UPU. The International Post Corporation, as

it was called, was charged with arranging for international express transportation,

developing operational control and information systems, and marketing strategies.

Like the UPU, IPC tried to make basic decisions on international coordination by

reference to a committee of domestic postal administrations. And like the UPU,

the IPC found the committee structure incompatible with modern management

needs. In effect, IPC proved the correctness of Drucker's observations and the

benefits of contracting out at least some international coordination services. Last

year, five of the IPC partners came to the same conclusion. They purchased a half

interest in a major international express company and turned over their internation

al express operations to the new joint venture.

Ultimately, the UPU is, I believe, a service organization for postal administra

tions (governmental aspects are dealt with below). The future of the UPU will

depend upon the degree to which it serves the interests ofthe postal administrations.

From the standpoint of an individual postal administration, its interest in interna

tional transportation lies in obtaining convenient, high quality, reasonably priced,

reliable service around the world—the same as any other large international mailer

or shipper. Coordination of international transport activities is not the core activity

ofthe postal administration; nor is it the core activity ofsisterpostal administrations

around the world. For each postal administration, the core activity is the economi

cal, universal delivery network.

Nor does a postal administration's interest in simple, good quality international

transport depend upon its size. Smaller, less developed postal administrations have

no less need for good quality international transport services than the largest and

most advanced postal administrations (or for that matter, than the largest and most

advanced mailers). Indeed, the opposite may be true, because the most advanced

postal administrations tend to come from large countries in which the proportion

of international traffic to domestic traffic is lowest. A small postal administration,

even less than a large one, can ill afford to tie up its best managers in a non core

activity.

In view of these considerations, I suggest that as far as international transport

services are concerned, the best future course of the UPU is to assist postal

administrations in taking advantage of the possibilities for improved services that

may be obtained from working creatively with those who, like the express com

panies, have become experts in taking advantage of the new technologies of
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aviation, telecommunications, and computerization. I expect the UPU to follow

this course for the simple reason that if it does not, it will find that its memberpostal

administrations will have no choice but to make such arrangements anyway. The

International Telecommunication Union has recentlycompleted areview ofits own

role in coordination of international telecommunications services and finds itself

pressed to cut back on its role to avoid hampering possibilities opened by tech

nological advances. The observations of the ITU's High Level Committee could

be applied to the UPU as well:

The ITU's roles in standardization, regulation and development must be

streamlined. If the ITU mechanisms tend to restrain promising new tech

nologies, the ITU will be by-passed.

In overcoming obstacles to international transport, the UPU served the postal

administrations magnificently for decades. It can now serve the postal administra

tions best by helping them to unbundle those services which should be unbundled.

Meanwhile, the largest postal administrations must be allowed, even encouraged,

to make their own arrangements for major routes; they may even open foreign

offices for this purpose. In so doing, the UPU will effectively record as accom

plished the original mission which gave it life.

4.2. Consultancy services

But the UPU will not, or at least need not, pass from the stage of history. On the

contrary, it is my view that the need for a UPU has never been greater. Improve

ments in communications and computer capability are rapidly altering the nature

of the core postal business as well as its international relations. Each postal

administration will have to respond smartly to changes in the larger communica

tions marketplace if it is to optimize its commercial role. The domestic portion of

the postal industry is 96 percent of the business, or 99.9 percent if one includes the

local collection and delivery of international letters. In this realm, postal ad

ministrations plainly can benefit from one another's commercial experiences. In

many cases, postal administrations in developed countries will face and solve the

same commercial problems that postal administrations in developing countries will

confront later. Under these circumstances, it seems clear that the need for theUPU's

consultancy services will increase substantially, becoming a central mission of

substantially greater scope and importance than coordination of international

transport.

As described above, the UPU already has developed a substantial consultancy

function in the work of the Consultative Council for Postal Studies and the various

projects carried out under theUnited Nations Development Program and theUPU's

own resources. It is noteworthy that, in its consultancy efforts, the UPU has laid

particular emphasis on reforming the structure of national postal operations. At its

last full meeting in May 1991, theUPUExecutive Council approved a development

action plan sponsored by CCPS which concluded:

It is now accepted by postal professionals that the Post's current status of

government department is no longer in tune with the realities of the present
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competitivemarket. Changesin status, structuresandmanagementmethods

are therefore essential to enable the Post to adapt to the present competitive

situation.

As the consultancy mission of the UPU evolves, I imagine that it will be shaped

by the same economic considerations that have been discussed above in relation to

international coordination services and by the quite similar approach towards the

structure ofpostal servicesjust quoted. Postal administrations are likely to demand

that consultancy efforts at the UPU must become ever more professional and

competitive. Postal statistics will need to become more complete. The UPU will

probably make greater use of professional staff to supplement ad hoc working

parties drawn from postal administrations. It will also probably make greater use

of outside management consultants, a trend already noticeable among more ad

vanced postal administrations. Increasingly, consultancy services of the UPU will

be undertaken not only at the common expense of the postal administrations

collectively, but also at the expense of the recipient postal administrations.48

4.3. Governmental functions

The restructuring of national postal administrations advocated by the Executive

Council just quoted is an extension of a policy trend towards commercialization

and degovernmentalization that has now embraced most of the advanced postal

administrations over the course of the last two decades. It was initiated by the

United Kingdom in 1969, when Postmaster General Stonehouse explained:

The Government have decided to set up this new corporation so that in the

communications explosion we shall be experiencing during the next ten

years there will be a public authority fully able to take advantage ofthe

commercial opportunities available to it to serve the public and to provide

new ways of improving communications within the United Kingdom.49

In 1980, the UnitedKingdom separated the telecommunications functions from the

British Post Office, and in 1986 the British Post Office was subdivided into four

separate businesses: letters, counters, parcels, and banking.50 Other developed
countries have studied and adopted similar "commercial" reforms of posts, includ

ing the United States (1970), Australia (1975), Canada (1981), Ireland (1983),New

Zealand (1987), the Netherlands (1989), Germany (1989), and France (1990).

In the developed countries, the postal administration is no longer part and parcel

of the government. The postal administration is an independent commercial or

ganization with much the same instincts and incentives as any other competitor,

albeit with certain public service benefits and obligations as well. In the developed

countries, it has become generally recognized among governmental authorities

that, whether under the principles of the competition rules of the Treaty of Rome

or the "due process" clause of the American constitution, it is inappropriate for

commercial postal administrations to exercise governmental functions. On the

other hand, as the Executive Council resolution evidences, many developing

countries have not adopted these structural reforms and do not share this

governmental philosophy. Since this is a matter of sovereign choice, it cannot be
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forced.

As we have seen, it is clear that the UPU is today the creature of postal

administrations. The UPU consists of a series of agreements negotiated by largely

postal administrations (in Congress), approved by postal administrations ("tacit

ratification"), amended by postal administrations (in the Executive Council), and

implemented by postal administrations (the International Bureau and major com

mittees) for explicitly commercial purposes (Washington General Action Plan). In

the advanced countries, it is as inappropriate for the UPU to exercise government

functions as it is for the postal administration. It is also unnecessary. Postal

administrations of developed countries have fared well in the domestic market by

taking an essentially commercial, non governmental approach. In reality, the

governmental functions oftheUPU represent the last vestiges of the governmental

authority exercised by these advanced postal administrations. At the same time,

however, it may be that the governmental functions of the UPU represent what

many developing countries continue to view as a legitimate extension of their

sovereign rights.

The split personality of the UPU is unsustainable. In the developed countries,

whoever—private carrier, user, postal administration, or competition agency—is

dissatisfied with any UPU action with governmental overtones will have recourse

to the basic principle of separation of commercial and governmental functions.

Since this is a recipe for endless, unproductive litigation, it seems to me that

corrective steps are likely. Indeed, in the advanced countries, I believe that these

corrective steps will have the support of most (or many) postal administrations,

private carriers, and large users.

What will be these corrective steps? I suspect that the governments of the

developed countries will have little appetite for proselytizing at the UPU by

attempting, from a minority position, to persuade the UPU as a whole to adopt the

postal restructuring which they have implemented in theirown countries. However,

a simpler and more expedient solution is available. The governments of the

developed countries can turn overformal membership in the UPU to their respec

tive postal administrations.

Such a move would imply, for the developed countries, a withdrawal of their

governmental powers, without any lessening of their postal administration's sup

port. It would reflect commercial and administrative reality. In general, except for

diplomatic issues, the advanced governments do not attempt to control the activities

of their postal administrations at the UPU nor bar them from alternative arrange

ments such as the International Post Corporation. Nor are the governmental powers

of the developed countries necessary for the work of their postal administrations

in the UPU. The postal administrations of developed countries would be free to

participate in the UPU precisely as they do today and, given their legal inde

pendence, they are competent to do so. The fundamental change would be that

postal administrations of the developed countries would be representing themsel

ves, not their nations, and that decisions taken at the UPU would have only

commercial, not legal, implications in their respective countries.51
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At the same time, it would seem appropriate and desirable for the developed

countries to negotiate, outside theUPU framework, separate agreements specifying

a minimal regulatory framework for all international delivery services, public and

private. Such agreements would address strictly governmental issues such as

market entry, price controls, applicability of the competition rules, and transparen

cy of (public access to) governmental functions. In form, they would likely be

similar to existing air transportation bilateral agreements, perhaps even including

concepts such as first, second, third, fourth, and fifth freedoms. In my view, the

starting point for such agreement should be a subject which, as noted above, is not

addressed by the UPU, the legal rights of users. It should also address issues of

international aid.

The most obvious candidates for a bilateral agreement on international delivery

services would appear to be the European Community and the United States. In

both the European Community and United States, the governments have adopted

generally "liberal" or "commercial" views towards their postal administrations.

Moreover, the European Community is just completing the most comprehensive

governmental review of national and cross border postal policies to be undertaken

in more than acentury. If(as presently appears) theEuropean Community's "Postal

Green Paper" is forward looking, rather than defensive of the status quo, it is likely

to serve as the intellectual groundwork not only for a new international policy in

Europe, but for one in the United States as well.53
In contemplating bilateral or multilateral agreements on the basic regulatory

framework for international delivery services, the international community will

find itself coming full circle. The essence ofsuch agreements mustbe to permit the

establishment of international postal routes; that is, the establishment ofa series of

collection, transport, transshipment,54 and delivery offices in various countries,
under the administrative control of a single organization, whether private express

or postal administration. It was the banning of international postal routes, for

reasons of national security, that gave rise to the UPU in the first place. Today, the

ban makes no sense; there is no way to control the circulation of ideas across

borders. Nor are the economic aspects of cross border traffic so great as to be

material to the financial success of postal administrations. Meanwhile, all nations

have an increasing stake in the efficient operation of the international economy.

More fundamentally, there is no justification to deny citizens of the world the right

to exchange thoughts and small parcels by whatever means is best suited to their

ends. For the twenty-first century, the concept of a "single postal territory" must

be defined by reference to the needs of the people of the world, not to the needs of

its delivery services, postal or private.

5. Summary and Conclusions

By the seventeenth century, national monopoly laws had cut off the development

of international postal routes by postal and private carriers. In an era in which

transportwas confined to the surface of the earth and communications were limited
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to the post itself, postal administrations could only effect international transport by

transferring the mail from one to another. The UPU was established in 1874 to

standardize and coordinate arrangements for the international transfer of mail

amongpostal administrations. So long as the original premises underlying theUPU

remained unchanged, the UPU accomplished its mission well, making possible

international postal service.

These premises are no longer appropriate in light ofthe development ofmodern

aviation, telecommunications, and computer technologies. Mail can be shipped by

air directly to all major cities without depending upon intermediate postal adminis

trations. Widespread aviation and telecommunications capabilities have fostered

the growth of private companies which can provide coordination of international

transport in a manner that is simpler, cheaper, and better than the collegial approach

once necessary. In general, postal administrations will improve their international

services and reduce their costs by exploiting these new commercial capabilities

rather than attempting to force the UPU to perform tasks it was never designed to

address. Since coordination of international transport is only a "back room"

function which a postal administration undertakes to support its core business of

universal delivery, the most reasonable and probable future for the UPU lies in the

direction of increasing cooperation with private companies to accomplish coor

dination of international transport. At least at an international level, coordination

is the essence of what these companies are selling, not universal delivery.

The same technological influences which have undercut the original premises

of the UPU have also revolutionized the basic national postal business. Over the

last 35 years, these trends have impelled postal administrations to adopt a

philosophy ofcontinuous modernization and improvement, giving rise to a second

basic mission of the UPU, to advise and assist postal administrations by drawing

upon the experiences of other postal administrations and other industries. It seems

to me that this second mission will quickly become the core business of the UPU,

with a concomitant upgrading of funds and professionalism.

Although the UPU is established legally as an inter governmental organization,

it is in reality an organization of postal administrations devoted increasingly to

commercial purposes. In the developed countries over the course of the last

twenty-five years, postal administrations have been separated from normal

governmental processes. The UPU itself is advocating similar restructuring in

developing countries. While these policy developments are healthy and desirable,

it is unreasonable and undesirable for postal administrations from developed

countries to exercise governmental functions through the UPU. In this respect, there

may be a philosophical division among UPU members, for many developing

countries continue to view their postal administrations as non commercial,

governmental departments.

Rather than attempting to reform the UPU, I suggest that the developed countries

are more likely to take the simpler step of turning over membership in the UPU to

their postal administrations. This implies a phased withdrawal of governmental

functions from the UPU, beginning with the governmental authority of the
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developed countries. Such a process would be compatible with the UPU shifting

its focus to consultancy functions.

Phased degovernmentalization of the UPU also suggests the possibility of the

parallel establishment of a basic, minimal regulatory framework for international

delivery services, agreed between national states outside the UPU. Such agree

ments could be similar to current bilateral aviation agreements. The obvious

candidates for the first such agreement are theEuropean Communityand the United

States, which share a liberal, commercial outlook towards the delivery services

sector.

Needless to say, the foregoing has been an attempt to provide a framework for

thinking about the past, present, and future of the UPU, not a firm prediction of

events. My approach has rested upon the optimistic, but I believe plausible, premise

that the postal administrations, private express carriers, and theUPU itselfwill find

it necessary and desirable to focus upon core activities that complement, rather than

confront, each other. If so, I imagine the "single postal territory" in the twenty-first

century to be more diverse and commercial than it was in the nineteenth century,

but no less important.
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COMMENTS

El Mostafa Gharbi

1. Introduction

First of all, I must offer sincere congratulations to Mr. Campbell on his excellent

and extremely well documented paper, which provides a valuable basis for the

discussion that will undoubtedly take place on this fascinating and impassioned

subject of the future of the UPU. I hope that the discussion will be productive and

constructive: in any case, this is the spirit in which I intend to presentmy comments.

I shall begin by saying that a fair number of the ideas put forth by Mr. Campbell

are very topical indeed and for the past while have been the subject of heated

discussion in the various bodies of the UPU. My aim is not to analyze all his

comments one by one, but I will instead confine myself to commenting on two

principal ideas that in my opinion provide the framework and the main thread of

Mr. Campbell's reasoning. One concerns the powers of the UPU, and the other its

relationship with the private sector.

2. Powers of the UPU-Regulator -operator separation

The main conclusion reached by Mr. Campbell is that the UPU must become an

organization exclusively for postal administrations as commercial enterprises that

would not represent the States. As a result, the UPU would no longer have any

regulatory power and would be exclusively concerned with operational matters.

The regulatory aspects would be dealt with separately as part ofa distinct organiza

tion that would set the rules for all operators, public and private. The latter

organization is seen by Mr. Campbell as an organization for some or all of the

industrialized countries.

What should we think about this revolutionary proposal? First of all, I must

point out that it proceeds from the same spirit as that put forward by others who,

starting from the same premise, have reached a diametrically opposite conclusion,

namely that the UPU should be an association made up exclusively of regulators,

with the operators being required to organize themselves elsewhere.

UPU circles, however, are convinced of the possibility of a third avenue, one

calling for theUPU to alter its structure in consideration ofthe changes taking place

in its member countries and that would result in a separation of operators and
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regulators. Both activities should have a place within the framework of an

appropriately reformed UPU where abalance would be achieved, where regulators

and operators, working within frameworks established in a completely independent

manner, would always be able to communicate and coordinate their activities under

the umbrella of the UPU.

To determine the powers of each of these two structures, it would be necessary

to decide which provisions in the Acts of the Union are within the purview of

governments and entrust responsibility for them to a regulatory body. A tentative

list prepared by Mr. Campbell is given in table 4, page 24, of his document. The

number of such provisions will be fairly small, compared with the volume of the

Acts of the UPU.

It is perfectly conceivable that the UPU will be able to adopt such a reform if

its member countries are convinced that it is right and useful. In any case, the UPU

is in the best position to reconcile these various interests and the only body capable

of doing so. The Universal Postal Union has 118 years of experience in the

international exchange of items of all kinds, and it performs this task in the best

interests of governments and postal customers. It has, on many occasions,

demonstrated its ability to adapt to new situations, to new needs that have arisen

in its member countries. For example, at the 1984 Hamburg Congress, it made

monitoring the mail transmission times and delivery one of its top priorities. More

recently, at the Washington Congress, it adopted aprogram focusing on satisfaction

of postal customers.

Just as it was able to integrate concerns of an operational nature, so it could take

account ofthe need to separate regulators from operators under the general auspices

of the UPU. In our view, it is not necessary to resort to an extreme solution calling

for a split into two organizations with no links between them. This would not serve

the interests of international postal unity and universality. Mr. Campbell talks

about this potential split as affecting a small number ofindustrialized countries and

responding to their own needs. Such a scenario would be contrary to the general

spirit and to the unity objectives of the Universal Postal Union. Recent experience

has amply demonstrated that this road leads to very regrettable consequences for

the other countries and to a weakening of the postal network. Moreover, one must

bear in mind that many countries have notyetproceeded with theregulator-operator

separation at national level and are not considering doing so in the medium term;

this does not apply only to the developing countries.

In another vein, the countries that have introduced the separation at national

level have not completely severed all links between both activities. Fairly sus

tained relations are maintained between the two sectors, requiring a minimum of

coordination. In addition, the public operator which the Post is cannot be com

pletely assimilated to the private operators because, whatever its new status, it

continues to discharge a public service obligation for which it receives compensa

tion of some sort.

It is in the interest of all countries that the unity and universality of the postal

service be maintained. This does not mean that nothing should be changed.
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Changes mustbe made to the operation of the UPU in response to new circumstan

ces. The UPU is fully aware of this, and this is why several groups have just

completed a study of possible reforms that would affect all aspects of its activities

and its various bodies. Proposals of substance have been made and will be

considered by the next Executive Council at its April/May 1992 session. A

high-level meeting is also scheduled for May 14 and 15 with many ministers and

directors-general in attendance. This meeting cpuld lend political support to the

decisions that will have been made by the Executive Council. In this connection,

a certain convergence can be detected in the results of the thinking of all parties.

That convergence of ideas will very probably be given practical application at next

month's session of the Executive Council.

3. Cooperation between the UPU and the Couriers

Another leading idea in Mr. Campbell's talk consisted in calling on the UPU to

encourage administrators to engage in joint ventures with the private sector, and

thus to take advantage of their capability as regards new technology of aviation,

telecommunications and computerization. Mr. Campbell adds that postal ad

ministrations will make the leap in that direction anyway, with or without theUPU.

I should like to point out in this regard that the UPU, as it stands now, is still an

intergovernmental organization working in the interests of publicly owned

enterprises. Its strategy must take account of that situation until such time as

governments decide otherwise. While remaining receptive to innovations of all

kinds and to cooperation consistent with the interests of its members, it cannot

encourage initiatives that would tend to weaken the world postal network.

In any case, the private sector, even though it has a certain advantage in terms

of application of computer technology, for example, does not have a monopoly in

that area. Many administrations use it fairly extensively, and an efficient and

harmonized system of this nature is being developed at UPU level, with the first

test being scheduled to begin next July. Ofcourse, the UPU can draw on a number

of positive methods used by the private sector, but it also has assets and expertise

of its own that should not be underestimated.

These objectives are part of the present UPU work program, the initial results

of which will be made public next May. In this connection, one should mention

the strategic planning study thatwas carried out by theprivate firm Ernest& Young,

and which is likely to help the UPU to make more systematic decisions about its

new missions and priorities and, possibly also, the criteria for collaboration with

the private sector.

Some UPU detractors are trying to gain credence for the idea that progress is

impossible within that organization, that the only way for postal administrations to

resolve the issue is to sub-contract all or part ofthe international traffic to theprivate

sector or to establish joint ventures and that the main objective of the UPU should

be to encourage such a transfer of the international postal service to the private

sector, which alone is capable of handling it in a modern and efficient manner.
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Postal administrations should concentrate their international activity on the

delivery sector for which they are the best equipped.

This kind of reasoning, which can be found in Mr. Campbell's paper as well,

seeks to present as axiomatic that private couriers are and always will be profes

sionally superior to the Post and more capable of handling the international service

efficiently. From there to applying the same reasoning to domestic traffic is but

one step; this might even be the target of a second campaign in the couriers'

strategy. Little by little, the postal service would be eased out of the most lucrative

markets and replaced sector by sector by private couriers. All that is fair enough,

but the Post should be allowed to defend itself and to put forth its arguments.

An analysis, even a superficial one, of the market situation shows that the postal

system remains very powerful, despite the serious onslaughts of its competitors. It

is capable of reacting effectively at both the national and the international levels;

a fact that it proves continually, and examples of which are plentiful. Even in a

sector as fragile as that ofEMS, which it entered after the couriers, the Post had to

display dynamism to carve a place for itself, to remain among the best, and to

increase its market share considerably. From 4 percent of the market in 1988, it

had reached 19.4 percent in volume and 9.5 percent in revenue in 1991, according

to the latest IPCMJNIPOST estimates. The postal administrations of the UPU are

in the process of considering and implementing ways ofmeeting the challenges on

the various markets. They are convinced that they will succeed, sacrificing the

interests of neither the developed nor the developing countries.

It often happens that organizations or individuals of dubious intention

deliberately exaggerate the differences between developed and developing

countries. This sometimes goes far as presenting the interests of both groups of

countries as being at odds with each other. At the UPU, we are convinced that a

proper understanding of the interests of all countries and their customers requires

that they work together within the UPU.

This does not mean that regional or, depending on the affinities between certain

countries, individual initiatives might not be desirable. But coordination must

always be at UPU level so that the most positive experiences can be extensively

shared as part of general, harmonious, and properly managed development.

The Executive Council, which meets every year and whose powers were

increased by the 1989 Washington Congress, can henceforth act more quickly in

that direction than in the past, and make the right decisions at the right time. It can

not only amend the Detailed Regulations of the Convention, but also "take any

action considered necessary to safeguard and enhance the quality of and to

modernize the international postal service" (General Regulations, article 102,

paragraph 6.3). It can also recommend "the adoption of regulations or of a new

procedure" (General Regulations, article 102, paragraph 6.22).

Naturally, the scope of these new powers is limited by financial considerations.

The answer to this constraint could precisely be found in the context of the

restructuring advocated by several UPU member countries.
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4. Conclusion

The UPU is a living organization open to modernization. It is capable to the

changes occurring in its member countries and, in doing so, to adopt the most

appropriate structure. Specifically, it can help its members to jointly introduce the

latest technology in order to offer a service more in keeping with customer wishes.

To do that, however, it must have the confidence of all countries, and particularly

that of the industrialized countries which are on the front line. Changes must be

conceived and implemented for the benefit of all customers, in all countries. A

united Post is in a position to regain the ground lost in all sectors of activity, thanks

to its undeniable and incomparable assets, which are its presence, its very extensive

experience in the field, and its professionalism. However things evolve, the UPU

must strive to remain the natural meeting place ofoperators and regulators. It alone

is in a position to work out a code of ethics to be respected by all the players, just

as it is the organization best able to achieve harmonization and standardization of

systems between the various partners. It can more validly than anyone coordinate

the most difficult problems, such as those concerning customs clearance, con

veyance, tracking and tracing, compensation, etc.
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Ross Hinds

1. A Universal Postal Service

A letter addressed to anyone in the world can be posted in France, and, regardless

ofwhere that person is, it will be delivered. That this shouldbepossible is so widely

accepted that no one even asks how it is done. The reason why it is possible is to

be found in the existence of the Universal Postal Union.

Remarkably, the UPU does not operate the international mail service. It collects

no letters, transports no mail, and delivers nothing. It does not manage the process,

nor organize any of the links in the chain. It is the national postal administrations

which operate the international mail service. There are over 170 of these. Each

exchanges mail with all the others. The complexity of this set of relationships can

be managed by the administrations themselves because the UPU provides a

framework.

So, what is the Universal Postal Union, which provides this framework?

2. Which Conceptual Model?

It can be useful for easeofdescription if an existing concept or model can be applied

in answering the question what is the UPU? Campbell tries to apply a few such

models.

3. Legislature/Executive

His first is to compare it to a legislature and an executive. This is superficially

attractive, especially from a United States perspective, where the Constitution of

the country specifies a very formal separation of the Legislature, the Executive,

and the Judiciary. The existence of the UPU is determined by an international

treaty set out in a series of "Acts," and there is an Executive Council. Legislatures

deal with "Acts," and it obviously seemed that the Executive Council is similar to

an "Executive" or Government. In fact, the Executive Council cannot direct a

postal administration or a member government to act in a particular way. It has

powers of modification of the Detailed Regulations, which specify such things as

the color of the mail bags and the labels to be used on them. But this is hardly
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legislative power in the sense in which Campbell uses it.

An executive in Campbell's sense would consist of full time cabinet members

with specific powers of their own. The Executive Council of the UPU is made up

ofrepresentatives of the postal administrations elected to it by Congress. As far as

their participation in the Executive Council is concerned, they are all part-time,

meeting once a year. Is the International Bureau in Berne an "Executive"? Its

function is to provide a secretariat to the various constituent bodies of the UPU.

In no sense is it an executive. It is not even allowed to put forward motions for

decision. For these reasons, the analogy with a legislature and executive is not

helpful in understanding what the UPU is.

4. Regulator/Operator

Campbell's next model is that of Regulator and Operator. It is a concept which is

familiar at the national level in many countries. The UPU has a body of text

described as Regulations, and the postal administrations are certainly postal

operators. So there seems to be a good fit and Campbell applies some argument

based on it. But it is only an apparent fit.

Regulators have powers to control at the national level. Is the UPU able to

control at the international level? The answer is that it is not. All enforcement,

such as there is, is carried out at the national level. The UPU is not a regulator in

the sense that the term is used nationally. We have already seen that the UPU is

certainly not an operator either. Hence the Regulator/Operator model is nota useful

one with which to discuss the UPU.

5. Standards Body

So, what is the best way to describe the UPU? Perhaps a more useful analogy

would be to examine it as an international standards body. The Regulations of the

UPU are in fact a set of interface standards for international mail. They specify in

very low level detail the way that postal administrations transfer mail to each other.

The real achievement of the UPU was one of standardization. The complexity of

170 postal administrations interacting with each other if they all had their own

documentation is mind-boggling! The documents would be laid out in 170 dif

ferent formats, in a similar number oflanguages. Through the standardization work

of the UPU, all international postal documentation is in a defined format and uses

French language text, albeit normally with the language of the country of origin as

well. Most people are familiar with the Tar Avion' blue label used to identify air

mail letters across the world, for example. Thus mail can be sent across the world,

and the documentation will be understood everywhere.

The standardization framework provided by the UPU has been of the first

importance in the activities of theUPU since it was founded. Campbell passes over

this aspect very lightly. Coming from the perspective of the international courier

industry, this is perhaps not surprising, but in any consideration of the future of
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the UPU, it is a vital concern.

The organization structure of theUPU is similar to that ofa standards body. The

organization is run by the Chairmen of the Committees, including the main

committee, the Executive Council. The International Bureau are a secretariat who

are charged with looking after the processes of standardization. The decisions are

all made by the postal administrations using their vote in the committees. Each

administration has only one vote, as is normal in a standardization body.

6. How Commercial?

In discussing the role of the UPU, one has also to recognize the nature ofthe postal

administrations. Postal administrations, all over the world, are either government

departments or are owned by governments. In an increasing number of countries,

they are organized as statutory corporations or as public limited liability companies

with stock holders. However, whatever the form of organization, they remain

government owned. Even when there are stockholders, the government owns it

all. This has very important consequences for the commercial freedom of action

ofpostal administrations.

In a general sense, the non-civil service administrations are encouraged to be

commercially-oriented and to exercise their responsibilities in an entrepreneurial

way. When it comes to the particular, the reality can be quite different. When a

postal administration calculates that it would be more cost effective to change from

company-owned retail offices to contractor-owned ones, there are often govern

ment concerns about the social (and perhaps political) consequences, which may

prevent any action. When the United States Postal Service began to run a postal

electronic mail service in the early 1980s it was hedged about with commercially

amazing restrictions; for example, all input had to be transmitted over telecom

munications lines rather than by magnetic tape. This increased the costs to the

customers. The situation probably reflected the relative influence at that time of

the telecommunications lobby versus the USPS in Congress and the suspicion of

public bodies evident in the United States political system.

Another way in which the developed countries' postal services are not truly

commercial is in their financial targets. Although their owners will in theory wish

to have some return for their investment, in practice, national political matters have

some influence on how seriously they want them achieved. Losses may be much

more acceptable than a rate increase or industrial action by the staff.

Campbell's basic difficulty is that he is attempting to apply commercial terms

and logic to governmental bodies-the postal administrations. He starts from the

position "that the postal administration is an independent commercial organization

with much the same instinct as any other competitor, albeit with certain public

service benefits and obligations as well." Having mentioned the public service

aspect, he considers that it is of no significance really and proceeds to assume that

they are indeed purely commercial organizations. He is then amazed that various

regulations "tend to protect postal administrations from competition." But it is
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axiomatic that a monopoly is protected from competition. He is surprised that

matters are arranged "in a manner that would be illegal for private companies."

But governments are not private bodies, and their statutory bodies are not either.

7. Social Policy

The whole nature of the postal service has an underlying social policy foundation.

This is so because the three principles of universal access, universal delivery, and

a uniform rate for a whole country,are really ones of social policy. The UPU

provides the framework of standards, which link all the national systems based on

these principles. Campbell's suggestion that it could be replaced by a modification

of the bilateral arrangements for air transport is based on a number of

misunderstandings of the nature of post offices and of the functions of the UPU.

This is not surprising, given his statement that "one could imagine accomplishing

the same ends more or less by extending the air freight or 'doing business'

provisions of existing air transportation agreements to include the collection,

transport, and delivery of all 'mail,' documents, and small parcels" (note 52).

Hence, he is not at all concerned with the principles set out above or of the effects

of his proposals on them.

8. UPU Primary Role

In his discussions of the origin of the UPU, Campbell gives great emphasis to the

question of transit fees. Indeed, he says that 'The UPU developed... primarily...

to settle... problems surrounding transit mail." He then goes on to argue that the

invention of the airline has removed this raison d'etre of the UPU, because mail

can now be moved directly by air between countries. Of course, it is not true that

transit fees were the raison d'etre of the UPU. The primary issue was stand

ardization. The 1874 Congress was primarily a simplification. It eliminated

payments for delivery, introduced the concept offreedom of transit (albeit with the

aforementioned transit fees, but these were standard), and standardized the forms

and procedures for handling international mail.

9. UPU Role in Air Transport

From the section of the paper dealing with transit fee's one could get the impression

that the UPU is in the business of organizing air transport. But, just as it does not

collect and deliver mail, neither does it arrange mail transportation. Campbell has

assumed that, because the UPU makes decisions on the rates to be paid to IATA

carriers, it must actually be in the business of arranging transport. In fact, these

rates are guideline rates, which have become de facto default rates. They are the

rates which a postal administration will pay if no other contract applies. Campbell

himself suggests that "the largest postal administrations must be allowed, even

encouraged, to make their own arrangements for major routes." Of course he is
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right, they should. And they do. Most of the large administrations put their mail

carriage contracts out to tender. Strangely, having stated that they shouldht doing

this, Campbell, in footnote 46, says that they are doing it. The reason for the

existence of the UPU-IATA rates is that mail going in small volumes to particular

destinations can be carried, without there being a contract between the originating

postal administration and each airline taking the mail part of the way.

10. Rates

The UPU has been criticized for failing to operate in certain ways. Campbell for

instance, says it has failed to control rates. He has not realized that it had always

been recognized that different countries had different cost structures. That was the

reason that there could be no application of the Rowland Hill formula to interna

tional mail. Where the UPU considered setting standards, it was by relating these

to domestic rates or by allowing a wide variation in the application ofwhat are now

"guideline" rates. Those are the actions of a standardization body in such a

situation. Again the UPU is not an operator or enforcement agency.

11. The Flow of Ideas

Campbell builds some of his arguments on the motives of European monarchs in

the fifteenth and sixteenth century whorestricted the international post to their own

monopolies. He says that there should no longerbe restrictions on the flow ofideas.

Ofcourse he is right! But the UPU in 1874 endorsed that approach when it created

the concept of the "Single Postal Territory." It explicitly states an objective in this

spirit in the Preamble to the Constitution, where it states that the Constitution has

been created with a view "to contributing to the attainment of the noble aims of

international collaboration in the cultural, social and economic fields."1 The UPU
was not the creation of fifteenth century kings. It was a nineteenth century creation

with exactly opposite aims. The guarantee of freedom of transit in Article 1 of the

Constitution prevented any arbitrary interference with the mails which might have

been possible in the fifteenth century.

12. A Return to Bilateral Agreements?

The essence ofCampbell's position lies in his statement that it wouldbe appropriate

"for the developed countries to negotiate, outside the UPU framework, separate

agreements specifying a minimal regulatory framework for all international

delivery services." The main purpose of such agreements would "be to permit the

establishment...of a series of collection, transport, transhipment, and delivery

offices in various countries, under the administrative control of a single organiza

tion." Thus, we would return to the pre-UPU patchwork of bilateral and multi

lateral agreements, with perhaps a different set of regulations governing the

exchange of mail between each pair of countries. He does not explain the ad-
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vantages of this arrangement for mail users in the developed countries. Nor does

he examine the way that mail to and from other parts of the world, not party to all

of these agreements, will be handled.

He says "Nor are the economic aspects of cross border traffic so great as to be

material to the financial success ofpostal administrations." This assertion assumes

that there is a clear distinction between domestic and international mail. The remail

industry has shown that this is not the case. If international mail has someadvantage

over domestic, it will notbe longbefore much domestic mailbecomes international,

with consequential financial effects. These effects do have to be taken into account

in the debate. The European Community Green Paper on Postal Policy is expected

to deal with them in some depth.

13. The Function of the UPU

The function of the UPU depends on the institutional arrangements for postal

services at the national level in the first place. It was created to link governmental

bodies. Hence there is no place for private sector bodies. Although many postal

administrations have been corporatized in one way or another, there are no postal

services in the world to date in which the government does not have a controlling

interest of some kind. It is standard practice for postal administrations to have

non-commercial obligations too, in exchange for a de facto monopoly. These are

the underlying assumptions behind the structure of the UPU. If these change, then

clearly the functions ofthe UPU will change too. At present, the most lively debate

on the postal services policy is taking place within the European Community. As

Campbell says, the publication of the Green Paper will "serve as the intellectual

groundwork not only for a new international policy in Europe, but for one in the

Unites States as well." The effects will be felt in the wider arena of the UPU too.

Indeed, there is recognition of this in the attendance atUPU meetings ofEuropean

Commission officials over the last few years. When it is clear what modifications

will be made at the European Community level, it will be possible to predict the

future of the UPU.

Note

1. UPU Annotated Code English language text, Volume 1, page 4, Berne, 1991.


