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Agenda

- The scopeof the postal USO

-Obligations for one single operator

-Licensing conditions for all operators

- Effectsof the USO

-Direct effectson the costsand benefits of the USP

-Indirect effectson the postal market

- USO costing and financing

-The net cost of universal service obligations

-The concept of the ȬÜÕÍÈÐÙɯburdenɁ

-How to finance or adapt the USO?

- Conclusion
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What Really Mattersȱ

How to comply with the Third Postal Directive and the CERP 

guidelines

with respect to

- the scope of USO?

­ usual dimensions

- calculating the net cost of the USO?

­ difference in the 42/ȿÚprofit level w/ and w/o USO

­ no double counting

- compensating the USP?

­ in casethere is an unfair burden
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Scope of the USO

Current scope:

- Delivery on five days per week

- Specified service quality

- Accessibility to accesspoints

- Affordable prices

- Uniform prices

Future scope?
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Effects of the USO

Direct costs

- High number of post offices

- High areacoverage

- Loss-making products

Indirect costs

- Non-competitive price-

structure
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Direct benefits

- Broad customer range

- Broad product range

Indirect benefits

- Brand loyalty

Intangible benefits

- VAT exemption?

- Economiesof scaleand scope?

- Ubiquity ?

D
et

er
m

in
e

re
v

en
u

es



USO Costing and Financing

What to do:

1. Calculate net cost

2. Determine unfair burden

3. CompensateUSP / sharenet cost if needed

­What is the net cost / referencescenario?

­What is an unfair burden?

­ Is the net cost of the USO independent of its financing ?
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Ɂ6ÏÌÙÌɯÈɯ,ÌÔÉÌÙɯ2ÛÈÛÌɯËÌÛÌÙÔÐÕÌÚɯÛÏÈÛɯÛÏÌɯÜÕÐÝÌÙÚÈÓɯÚÌÙÝÐÊÌɯÖÉÓÐÎÈÛÐÖÕÚɯȻȱȼɯ
ÌÕÛÈÐÓɯÈɯÕÌÛɯÊÖÚÛɯȻȱȼɯÐÛɯÔÈàɯÐÕÛÙÖËÜÊÌȯ
(a) a mechanism to compensate the undertaking(s) concerned from public

funds; or
(b) a mechanism for the sharing of the net cost of the universal service 
ÖÉÓÐÎÈÛÐÖÕÚɯÉÌÛÞÌÌÕɯ×ÙÖÝÐËÌÙÚɯÖÍɯÚÌÙÝÐÊÌÚɯÈÕËɤÖÙɯÜÚÌÙÚȭɂ

Article 7 of the third postal EC Directive



USO Costing and Financing
Determining the Reference Scenario
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Cost of Delayed

Adaption

USO Net Cost

But: Which one is relevant:

- Situation of the USP after full adaption to non-USO world?

- Situation of the USP during transition? 

Market outcome without USO.



USO Costing and Financing
What Exactly is ÈÕɯȬ4ÕÍÈÐÙɯBurdenɁȳ

- CERP: Fundamental deviation from referencescenario, current

service level must not exceedrequirements of the USO.

- De Donder et al (2009): Market outcome with USO where USP 

doesnot break even.

case1 case2 case3 case4

De Donder et al. (2009) no yes yes yes

CERP yes no yes yes
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USO Costing and Financing
Compensation from Public Funds
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Marginal Fixed Cost

0%     100% 

Marginal Surplus
(SeveralOperators)

Marginal Surplus
(Single Operator)

Competitive Market Segment

Monopolistic Market Segment

Unserved Market Segment

Market Coverage

USP Surplus:

+      -

Competitor Surplus:

USO Net Cost with

External Financing: 



USO Costing and Financing
Cost Sharing

Marginal Fixed Cost

0%     

Market Coverage

100% 

Marginal Surplus
(SeveralOperators)

Marginal Surplus
(Single Operator)

Competitive Market Segment

Monopolistic Market Segment

Unserved Market Segment

USP Surplus:

+      -

Competitor Surplus:

Surplus Relative to

External Financing

­ Undercompensation

of the USP

or competitor

is worse offSwiss Economics
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USO Costing and Financing
Dealing with the Burden of the USO

There is no net cost (no binding restriction )

Adaptation of the 42.Ȯȱ

e.g. Sweden

There is no unfair burden (NC borne by USP)

Licensing conditions for all operatorsȮȱ

e.g. Belgium, Germany

External financing needed

Compensation / cost sharingȮȱ

Swiss Economics
E-Biss Workshop September 17, 2009
Page 11



Adapting the USO
Towards Electronic Delivery?
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Source: businessinsider.com



Adapting the USO
Swiss Post Box

The receiver has the choice to open & scan, recycle, 
archive, transfer securely or ship to a physical address. 
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Adapting the USO
(ÛȿÚall about choice
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Conclusion

- In theory, there is no difference between theory and practice. In 

practice, there is:

- What is part of the USO, what areȬpolitical constraintsɁȳɯ

- What is the referencescenario?

- What is an unfair burden?

- USO costing and financing is important :

- Technical dimension

- Political dimension

- In the long-run , developing the USO further may be even more

important .
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Dr. Christian Jaag, Managing Partner

christian.jaag@swiss-economics.ch
www.swiss -economics.ch

Thank you very much!


