Written evidence submitted by the Rural Services Network





Executive summary





People living in rural areas value the six-day-a-week, one-price-goes-anywhere service that Royal Mail provides and want to see it continue.





The rapid expansion of competition in letter delivery in urban areas across the UK clearly threatens the ability of the Universal Service provider to collect and deliver letters and parcels in rural areas at affordable prices.





Ofcom have the legal duty to protect the Universal Service and the power to review the situation, but despite consistent warnings from interest groups and elected representatives have refused to conduct a review until the last possible moment allowed under legislation, at the end of 2015.





Ofcom’s reluctance to act puts the wellbeing and livelihoods of millions of people in rural areas across the UK at risk.





If Ofcom continue to refuse to bring forward a review, the UK Government should legislate to enable the Secretary of State to order a review.








The Rural Services Network is an organisation devoted to safeguarding and improving services in rural communities across England.  We are the only rural special interest group at the Local Government Association, concentrating solely on the concerns and issues experienced by rural communities and those providing services to them. 





The Universal Postal Service is particularly important for rural communities who rely heavily on the post.  People living in rural areas value the six-day-a-week, one-price-goes-anywhere service that Royal Mail provides and want to see it continue. In many cases, the Universal Service is the lynchpin of small businesses in rural areas who use the post to communicate and to send and receive goods around the country and abroad. 





The Rural Services Network is increasingly concerned that the rapid expansion of end-to-end postal deliveries by Whistl (TNT Post UK) will have negative implications for rural postal services. We believe that Ofcom should bring forward its planned review of end-to-end competition as a matter of urgency.  





As Royal Mail’s submission highlights, the UK’s economic geography already makes the Universal Service challenging to sustain.  The UK has a high concentration of large dense urban areas which are attractive to cherry-picking direct delivery, with 15% of the population living in very high density areas comprising just 1% of the landmass.  On the other hand, the UK also has large parts of the country that are deeply rural and costly to serve. 15% of the population lives in lower density areas, comprising c.63% of the landmass. 





The costs of delivering mail to less densely populated, harder to deliver rural areas are met using revenues generated from more densely populated urban and suburban areas.  We are increasingly concerned that the current regulatory environment allows competitors like Whistl to choose where they deliver, what they deliver and when they deliver.  If this cherry-picking continues, we believe this could pose a serious threat to the financial sustainability of the Universal Postal Service, and consequently rural postal users, e-commerce consumers, and the rural economy as a whole.  





Ofcom’s own surveys of postal users show that people recognise a wider social benefit from the Universal Service, for instance in supporting rural communities and the elderly. Ofcom’s Review of User Needs (March 2013) showed that 65% of people in rural areas, and 69% of people in deep rural areas, would “feel cut off from society without the post”. This was reflected in the different patterns of usage among households, with post being more important than average to those in rural and offshore areas. The Universal Service helps small and large businesses find new customers as well as delivering to their existing ones. It is a particularly crucial lifeline for many rural communities and businesses. 





Ofcom’s primary legal duty is to protect the Universal Service. They have said that they intend to conduct a review into the impact of end-to-end competition by the end of 2015. We believe that the risk of waiting this long could have irreversible effects on the sustainability of the Universal Service, and consequently on rural communities and small businesses. Ofcom state that the proportion of mail delivered by competitors to Royal Mail is low, but Whistl have clearly stated that they intend to expand rapidly in the near future.  They are advertising on billboards in urban centres across the country, such as Edinburgh, Glasgow and Birmingham, and have said they intend to cover over 42% of households by 2017, but only by operating within 8.5% of the UK’s land. 





In our view, Ofcom do not seem to recognise the importance of this issue to a substantial number of UK citizens. They favour competition over the sustainability of the Universal Service – which is their primary legal duty. Their unwillingness to begin a serious review of the impact of cherry-picking on the USO has wide reaching implications for the UK economy and the quality of life of millions of its citizens. 





If Ofcom are not willing to react in a timely manner to public concern, we believe that the issue is important enough to UK consumers and the rural economy that Parliament should legislate to allow the Secretary of State for Business to order a review.





