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|. Overview of Markets
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AT Austria

BE Belgium
DK Denmark
FI Finland

FR France

DE Germany
GR Greece

IR Ireland

IT ltaly

LU Luxembourg
NL Netherlands
PT Portugal
ES Spain

SE Sweden
GB U. Kingdom

After May 1, 2004
CY Cyprus

CZ Czech Rep.
EE Estonia
HU Hungary
LV Latvia

LT Lithuania
MT Malta

PL Poland

SK Slovakia
S| Slovenia




United States v. EU, 2002
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United States = 100. Key: “m” = million; “tr” = trillion. US area omits Alaska. US$ 1.00 = EUR 1.06.




Total Postal Markets, 2002
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U.S. = 100. Estimate of US parcel and express market by Colograpjy; estimate of EU parcel and express market by MRU.



USP Share of Postal Markets
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USPS v. EU Posts, 2002 (1)
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USPS v. EU Posts, 2002 (2)
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United States = 100. Key: ltems per employee per day assumes 300 work days per year.. US$ 1.00 = EUR 1.06.



2002 Domestic LP per cap

LP per cap v. GDP per cap
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EU Letter Post Market

EU 25 letter post market about $ 49 bil in 2002

Other Private
Ops, 5%

Germany

Other Posts, (DPAG), 23%

18%

Sweden, 4%

ltaly, 7%
France, 19%

Netherlands
(TPG), 8%

UK, 17%

Big 4 (DE, FR, GB, NL) = 67%
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EU Parcel and Express Market

EU-25 parcel and express market about $ 36 bil in 2001

Germany
(DPAG), 23%

Other Private
Ops, 37%

France, 8%

UK, 5%

Other Posts, Netherlands
11% UPS, 6% (TpG), 11%

Big 4 (DE, FR, GB, NL) = 47%
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. Universal Service
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Universal Delivery

800
700 - 1916 Delivery
to 80% rural
600 - 1890 Delivery to population
30% population
500 -
400 1 1863 Free city
300 - delivery begins
200 - ™ _
1950 delivery to
100 - 85% of population
0 |

1790 1830 1870 1910 1950 1990
Annual mail per capita
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Postal Code: General Policy

§ 101. Postal policy

(a) The United States Postal Service shall be
operated as a basic and fundamental service. . .
to provide postal services to bind the Nation
together through the personal, educational,
literary, and business correspondence of the
people.

(b) . . . provide a maximum degree of effective
and reqular postal services to rural areas,
communities, and small towns.

8 403. General duties

(a) The Postal Service shall . . . provide
adequate and efficient postal services at fair and
reasonable rates [and] receive, transmit, and
deliver throughout the United States [and] the
world, written and printed matter, parcels, and like
materials ... [and] shall serve as nearly as
practicable the entire population of the United
States..

(b) . . . meet the needs of different categories
of mail and mail users [and] maintain postal
facilities. . . consistent with reasonable economies

e 1958 Act

— Findings & Policy
Declaration
— Dispute over 4¢ stamp

e 1960 Code
— 8§ 2301-02

« 1970: Postal Reorg Act
— 88101, 403 (revised)

15



Postal Code: Specific Provisions

8 3623. Mail classification

(d) The Postal Service shall maintain one or
more classes of mail for the transmission of letters
sealed against inspection. The rate for each such
class shall be uniform throughout the United
States, its territories, and possessions.

8§ 3626. Reduced rates

(a)(1) Except as otherwise provided in this
section, rates of postage for a class of mail or kind
of mailer under former section 4358, 4452(b),
4452(c), 4454(b), or 4454(c) of this title shall be
established in accordance with the applicable
provisions of this chapter. . . .

8 3683. Uniform rates for books; films; other
materials

(a) Notwithstanding any other provision of this
title, the rates of postage established for mail
matter enumerated in former section 4554 of this
title shall be uniform for such mail of the same
weight, and shall not vary with the distance
transported.

« Benefits for specific
types of mail generally
based on pre-1970
rates set by Congress

— Uniform rate for letters

— Reduced rates for mail
of nonprofit
organizations

— Uniform rate for books

16



Annual Appropriations Bills

UNITED STATES POSTAL SERVICE ° |n |engthy annua|
PAYMENT TO THE 4 _
POSTAL SERVICE FUND. appropriations bills,
For payment to the Postal Service Fund . . . CongreSS |nC|UdeS
Provided, That mail for overseas voting and mail HP
for the blind shall continue to be free: Provided reStrICtlonS on use Of
further, That 6-day delivery and rural delivery of USPS funds:
mail shall continue at not less than the 1983 level: _ _
. Provided further, That none of the funds — Free mail for blind

made available to the Postal Service by this Act )
shall be used to consolidate or close small rural — 1983 service levels

and other small post offices in fiscal year 2004. — No closure of rural post
offices

17




Universal Service in the U.S.

e US has not adopted a comprehensive definition
of universal service

— Postal statute does not define explicit obligations

— Postal Rate Commission is not authorized to establish
universal service standards

« Universal service Is defined by
— General statutory principles
— Historical practice

18



EU Postal Directive
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Framework law
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EU Universal Service Obligation

« Postal Directive requires Members States to
adopt an explicit USO -

— Ensure universal collection and delivery throughout
national territory
o Atleast 5 days per week
» Letter post up to 2 kg and parcels to 10 to 20 kg

— Ensure affordable rates geared to costs

— Adopt transit time (QoS) targets for all universal
services and independent monitoring

— Define access requirements for post offices, boxes
— Define complaint procedures and publish results

20



Example: German Regulation

Ordinance

concerning Unlvarsal Servicas

for thie Postal Sector

Poatal Universal Service Qrdinance
PUDLY

15 Decembar 1559

The Federal Govemmen: hersby Issuss the present Ordlnance under Saclon 11(2) ofthe
Poslsl Actof 22 Dacember 1957 (Federal Garetle | p 3294) In obeenvance of ihe rights of the
G2man Sundesiag:

Sadon 1
Univeraal Service

{1) Thefe shall be designated a8 Universal 52vICEE the DIowing postal seniees

L e conveyance of Igter Rems wihin e meaning of Sechion 4 subpara 2 of ihe Posa
Ak, provided thelr waigt does not exoaed 2,000 grams and hzir dmensians 6o not
excead those I3 ooan In e Universal Postal Comvantion and Es Detallen Reguiahions,

1 Meconveyance of addressed pancels wnose Incividual wedgh? does not exceed
20 Wicgrame and whose dmensions do not excasd hose 3kl down In the Universal
Posial Conreentian and Fs Defalled Reguiaions,

i Meconveyance of NEWEpapens and Magazines winn ine meaning of Secion 2 subpara 1
etter ¢ of the Postal Act. Thess Include reguiar publcalions: that seree to Inform the
[pubdic ot dally news. 1opical ksLes or spacialsad mallers, coverad by e prees in the
nomal manner.

" This Crolnance mpiemens. Directve 57/67EC of the Eurnpean Faslament and of the Coundl of
15 December 1557 (04 1558 Mo L 15M44)

“There shall be designated as
universal services the following
postal services . . .”

“a minimum of 12,000 fixed-location
facilities”
"customers are not farther than

2,000 metres from their nearest fixed
location....”

sufficient letter boxes ... [not] travel
more than 1,000 metres”

“at least 80 per cent [of letters] on
average ...must be delivered on the
working day following the day of
mailing”

“A uniform tariff shall be applicable

in respect of postal services ...”
21



lll. Postal Monopoly
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US Monopoly Law:

1872 Post Code

8 1696. Private express for letters and packets

(a) Whoever establishes any private express
for the conveyance of letters or packets . . . or
provides for the conveyance of the same by
regular trips or at stated periods over any post
route . . . or from any city, town, or place to any
other city, town, or place, between which the mail
is regularly carried, shall be [fined or imprisoned].

This section shall not prohibit any person from
receiving and delivering to the nearest post office.
.. any mail matter properly stamped ....

(c) This chapter shall not prohibit the
conveyance or transmission of letters or packets
by private hands without compensation, or by
special messenger. . . .

8 601. Letters carried out of the mail

(a) A letter may be carried out of the mails
when: (1) it is enclosed in an envelope; (2) the
amount of postage which would have been
charged on the letter if it had been sent by mail is

pad .....

e Codification of 1845 act

e Bans private carriage
of “letters and packets

o EXceptions

— Stamped letters may be
carried out of mails (39
USC 601)

— Other limited statutory
exceptions

23




USPS Regulations

§ 310.1 Definitions

(a) Letter is a message directed to a specific
person or address and recorded in or on a
tangible object, subject to the following:

(1) Tangible objects used for letters include,
but are not limited to, paper (including paper in
sheet or card form), recording disks, and magnetic
tapes. . . .

(2) Message means any information or
intelligence . . ..

(4) Methods by which messages are recorded
on tangible objects include, but are not limited to,
the use of written or printed characters, drawing,
holes, or orientations of magnetic particles. . ..

8 310.2 Unlawful carriage of letters

(a) It is generally unlawful under the Private
Express Statutes for any person other than the
Postal Service in any manner to send or carry a
letter on a post route . . . .

« Bans private carriage
of any “message
directed to a specific
person or address and
recorded in or on a
tangible object”

« USPS “suspends”
reserved area in
certain situations

— Newspapers, books,
checks, etc.

— Urgent letters

— International remail
24



Rule of
proportionality

400
350

w
o
o

Weight limit (grams)
N
o
o

EU Postal Monopoly

“To the extent necessary to ensure the
maintenance of universal service . . . "

Price limit declines from
5x to 2.5x basic stamp.

NIFTTE

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Price limit: multiple of stamp
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EU Postal Monopoly (2)

Reservation exceeds .
Directive (MT, PL) No or minor reserved

Domestic 9% area (EE, ES, FI,

correspondence & GB, SE)

DM & outbound (CY, 26%

GR, HU, LU, PT, SK)
8%

60 percent of EU

letter post will be
liberalized by the
end of 2007 based
on current laws.

Domestic
correspondence &
DM (BE, DE,
FR, IE, SI)
34%

Domestic
correspondence only
(AT, CZ, DK, NL)
9%
Domestic
correspondence &
outbound CB
(IT, LT, LV)

Member states weighted by letter post. volume 14%

26



V. Regulation

27



PRC v. EU Reqgulators, 2003

17 EU regulators regulate telecomm as well as postal sectors

700 UK Postcomm 291
has twice —
600 budget of US :ZE
PR —
>00 i =
400 $23.4 mil —
300 = —
200 =— —
$6.5 mil =" 45 =
. — —

Regulator budget Regulator staff

Key: Items per employee per day assumes 300 work days per year.. US$ 1.00 = EUR 1.06.



Regulation of Post Office

Min (Ministry). NRA (National Regulatory Authority). NCA (National Competition Authority).
USP (Universal Service Provider)

Regulatory area European Union United States
Specific provisions of USO Min or NRA None
Price level NRA None

Price discrimination and

cross subsidy NRA PRC (domestic)
Access Min or NRA None
Service standards (QoS) Min and NRA None
Antitrust law NCA [and NRA] USPS exempt

NB: Regulatory discretion may be limited by EU Directive or US law

29




Regulation of Private Operators

Min (Ministry). NRA (National Regulatory Authority). NCA (National Competition Authority).

USP (Universal Service Provider)

Regulatory area

European Union

United States

Specific provisions of

Min or NRA USPS
reserved area
Authorization of private NRA None
operators (License or Gen. Auth.)
Antitrust law NCA [and NRA] DOJ & Cts

NB: Regulatory discretion may be limited by EU Directive or US law

30




V. Evolution of
National Post Office
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US: Legal Status of USP

« USP Is a government agency
— Board of Governors appointed by President
— USP can adopt some federal regulations
— USP is exempt from some types of legal action

 US has not considered corporatization or
privatization

32



EU: Changing Commercial Model

Government
department (CY)
Independent govt 0%
agency (CZ, ES, FR,
GR,LT, LU, LV, SK)
27%

Corporatized,

privatized now (DE,

DK, MT, NL)
28%

Almost 75% of USPs
are corporatized.

About 40% of EU
USPs are or will be

Govt agency, privatized

privatized soon (PL)

2%

Corporatized,
privatized soon (AT,
BE, IT)

12%
Corporatized (EE, FI,
GB, HU, IE, PT, SE,
Sl)
31%

Member states weighted by letter post volume
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Growth of EU Letter Post, 1998-03
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Acquisitions Big 4 USPs, 1998-03

. Acquisitions or | Countries
Business Company .
franchisees
Letter post and DPAG 4 GB, NL
distribution of
unaddressed items | TNT 15 AT, DE, GB, IT
Activities relatgd to INT 6 CZ,GB,IT
letter post services
DPAG 17 BE, DK, ES, FR, GB, HU, IT, NL, PL
AT, BE, CZ, DE, DK, EE, ES, FI, GB (and IE),
La Poste 30 HU, IT, LT, LV, NL, PL, PT, SE, SI, SK
(DPD franchisees)
Parcel and express
Services AT, BE, CZ, DE, DK, EE, ES, FI, FR, HU, IE,
Royal Malil 21 IT, NL, PL, SE, SI (GLS subsidiaries and
associates)
TNT 5 DE, FR, IT, LU
DPAG 13 AT (PL, CZ, HU, SI), ES (ES/PT), FI, FR, GB,
L. IT, NO, SE
Logistics
TNT 12 DE, FR, GB, IT, NO, SE, FI, DK
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DPAG Revenue Structure, 1998-03

Percent of total revenues

80%
70% -
60% -
50% A
40%
30% A
20%
10% -

0%

Mail Express Logistics Financial
services

01998 01999 2000 m 2001 @ 2002 m 2003
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TNT Revenue Structure, 1998-03

Percent of total revenues

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Mail Express Logistics

01998 01999 m 2000 m 2001 @ 2002 m 2003

37



VI. Postal Reform Process
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1995

1998

2002

2003

2005

US: Postal Reform

Postal reform hearings begin in House of
Representatives

HR 22 approved by HR subcommittee
USPS Transformation Plan

Presidential Commission

- Urges reform generally similar to HR 22

HR 22 approved by HR; pending in Senate

- Requires major studies on universal service,
monopoly, legal status; due in 2007

39



US Studies, 2002-05

United States Postal Service

TRANSFORMATION PLAN

April 5, 2002

USPS, Transformation Plan
(2002)

MAKING THE TOUGH CHOICES TO PRESERVE UNIVERSAL MAIL SERVICE

Presidential Commission
Report (2003)
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EU: Postal Reform (1)

1988 Remail antitrust case filed in EU
- Prompted by US remail regs (1986)
- Commission begins policy review
1989 - Posts become more commercial

- International Post Corporation (1989)
-TNT-Posts joint venture (1991)

1992 Postal Green Paper adopted by EU

1993 - Key national reforms
Sweden (1993); German (1997); UK (2000)

1997 Postal Directive adopted by EU

- Reims terminal dues agreement.
41



EU: Postal Reform (2)

2002 Postal Directive amended
-Reims Il amended. (2003)

2006 End UK monopoly

2006 Commission proposal for new directive

- Major studies on postal economics, competition,
regulatory policy, market developments,

2007 End German (and NL?) monopolies

2009 Further EU reform begins

42



EU Studies 2004

ECONOMICS OF POSTAL SERVICES:

FINAL REFORT:

APPENDICES wik-Consult = Final Report

A Report to the Eurapean
P

ommrizzio n

DG-MARKT THE STUDY OF THE RELATIONSHIP
Prepased by NERA BETWEEN THE CONSTITUTION, RULES AND
— Main Developments in the PRACTICE OF THE UNIVERSAL POSTAL
Londan European Postal Sector UNION, THE WTO RULES (IN PARTICULAR
THE GATS), AND THE EUROPEAN
COMMUNITY LAW
AUMOrs: FINAL REFPORT
Froject Tezm, Jamee | Camptel Jr
Jmomie ctorta et
]m;:‘;::n dnn';:eer n cocparaton wih
Juan Hernandez

Sonfa Sehtlermann
Barbara Veromese

Sad Horner, July 2008 TMLC. Assor Iestitmut

The Hague, 30 June 2004

authors eod do 2ot nacessardly
sica.

Economics of Development of Implications of GATS
postal services EU postal regulation and competition law

and services for EU postal laws
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EU Major Studies 2005

Development of
competition in the
European postal sector
MARKT/2004/03C

Final sindy

The auhors aake full
dor wex necexmarily reffe

ibiliy for he cowsenss of this repors. The cpiions expresaed
view o the Eurapenn Casezsice

Clieni- European Commission, Internal Markei DG

BOORYS

Macro & Secior Policies

Dr. Hick van der Lijn A
Arno Meijer ECO RYS
Pairick de Bas Ressarch and Consaliing

Dx Bjgm Volkerink

Hans Kok

Eotierdom, Juby 2005

s A

wik-Consult » Final Report

Study for e Euiopen Commissicn
0 isieanad Marhis

The Evolution of the
Regulatory Model for
European Postal Services

Authars:

James | Camptell Jr.
Alex Kalayl Dieke
Antonia Nigdemprim

Ead Honnet, July 2005

The views and epinlans
ane thase of the autnrs
represent ine position of the

s
-
=

cAN

W
=
=~

Development of
competition in postal
markets

Application of sound
regulatory principles
to postal regulation
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EU Studies 2006

Price Waterhouse

WIK
THE IMPACT ON UNIVERSAL European Commission
SERVICE OF THE FULL
ACCOMPLISHMENT OF THE THE MAIN DEVELOPMENTS
POSTAL INTERNAL MARKET IN THE POSTAL DRAFT
IN 2009 SECTOR (2004-2006). POSTAL DIRECTIVE

FOR 2009 ONWARDS
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Major Postal Reform Issues

European Union United States
o Definition of universal service » Better regulation of rates
e Limitation and ultimate repeal — Caps on rate increases
of reserved area — Rules for discounts for bulk
 Independent regulation of mailers
services and rates « Commercial flexibility for
USPS

e Harmonization among MS

* Restructuring of post offices,
leading towards privatization

— Esp. for competitive postal
products but USP limited to
postal service

o Falir treatment of private
operators
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VIl. Lessons, Observations,
Conclusions, Etc.
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Some Possible Pros . . .

(For discussion purposes only)

European Union

e Major advances in ability
and efficiency of USPs.

« Declining distortions in
market (reserved area,
TDs, govt ownership)

 Well studied process

« Advanced political
consensus on direction of
long term reform

United States

* Very extensive postal
services

e Inexpensive LP services
well adapted to social
needs

e Sophisticated,
transparent, yet minimal,
regulatory intervention
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.. . And Possible Cons

(For discussion purposes only)

European Union

Relatively less developed
and divided postal market

Inefficient and perhaps
too intrusive regulation

Lack of transparency and
data systems

Possible over investment
In LP services

Slow pace of reform

United States

No mechanisms to
ensure USP efficiency

Regulatory controls too
Intrusive or ineffective

Dependence on reserved
area and legal privileges

Lack of good studies

e Lack of consensus on
long term reform

 Even slower pace
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Why Has the Pace of Reform Differed?

o EU antitrust law applies to Posts

e EU posts divided into national territories.
— Cooperation implied violation of antitrust
— Possibility of different national solutions.
— Posts benchmarked one another.

 EU policymaking separate from Posts
— No US ministry is responsible for postal policy

50



Overall

 Regqulatory framework for postal services in the
EU has built in mechanisms that permit and spur
evolution, and EU postal policy is evolving slowly
despite great political inertia.

1970 Postal Reorganization did not include built
INn mechanisms capable of evolutionary change.
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