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From: Martin Ozanne [mailto:lesbuttes@guernsey.net]  
Sent: 22 March 2006 12:55 
To: Info 
Subject: Consultation paper on Postal Services. 
 
Office of Utility Regulation 
By E mail. 
 
Dear Sir, 
 
I apologise for not having responded to the consultation paper by the due date. There 
seems to be little time to respond to consultations when there is so much occupying my 
time at Education. However here are my thoughts. 
 
I recognise that the way postal services have to operate in this new electronic age is 
greatly different than in the past and that it is inevitable that changes now and ongoing 
will have to be made if we are all to enjoy the benefits of a n efficient service. 
That last sentence is the key, Efficiency. 
It is clear to me that efficiency is not paramount in the delivery of our local postal service. 
 
At the time that Guernsey Post was commercialized one of the main advantages that 
States Members saw in commercialization was the opportunity for the old outdated 
practices inherited by generations of both postmen and management to be completely 
overhauled and replaced by a more efficient organization.  
To progress with this wish new premises were developed and the latest up to date 
equipment commissioned. 
 
Question?  What has been achieved?  
We hear that since commercialization a further 70+ staff have been taken on, do doubt 
many of those in management, the service as far as the public are concerned has 
remained the same apart from the problems experienced when automatic reading 
machinery was introduces at the infamous Christmas period, but that was a one off and 
not repeated. 
So we must ask what are these 70 plus extra staff doing,  
At a time when all States Departments have to examine where revenue cuts can by 
made while maintaining an acceptable service, first for consideration is the level of 
management required to maintain while also improve services. Followed by the number 
of postmen needed to sort and deliver to a standard that we are satisfied with. 
 
Before any increases are made to the cost of postage an independent review of level of 
staff required to provide us with an acceptable standard of service needs to be carried 
out.  
 
Many of us are aware of the need for postmen to work different hours than the majority 
of the population but we are also very aware that many postmen are off for much of the 
normal working day, I know this as a recent tenant of mine is a junior postman and 
seems to me to be always at home. 
 
Nettles will need to be grasped, no doubt there will be huge protest from unions but we 
must recognise that we live in a changing world; old black book practice if still in 
evidence at Guernsey Post needs to be replaced with modern staff working 
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arrangements. Nobody has a job for life and the sooner that is understood by all 
maintained sector staff the better. 
 
It is clear that parcel delivery with so much purchase via the internet is bound to rise, this 
sector can be fully self financing, if people wish to buy this way or have goods sent in 
either direction then there can pay for that service. 
 
The sector that we need to address is that of normal letter post and the service that we 
should expect. 
 
Possible Changes to the USO 
 
I believe there is the strong requirement to collect and deliver over a six day period. 
However I do not think there is any benefit in having any collections certainly in the 
country areas very early in the morning for same day local delivery, If it is that important 
to get a bill paid or letter delivered that day then a personal delivery by the sender can 
be made as nowhere is far in Guernsey. 
 
The number of Post Boxes could be reduced by probably 70 although without further 
information as to their use is is difficult to tell. What should be done is many letter boxes 
which are placed in very dangerous positions should be removed new main sites close 
to car parking should be established. These should be dual boxes one section for local 
and one for off island as found in some places. 
 
There should be no reduction on the number of retail outlets, any if one was to close 
then opinion in that area sought and if there is a requirement then an alternative site 
found. 
I live close to the St Peters Post Office and the amount of postal business carried out is 
impressive, there is always someone at the counter. Take that service away any all that 
will happen is that more people will drive further to a post office, more cars on the road, 
more fuel cost, more congestion and time wasted. 
How much more would it cost to drive from St Peters to say Cobo, far more than paying 
an increase in postal costs? 
 
Post offices should be carrying out a lot more collection and business on behalf of States 
Departments, There could also be Private Post Boxes established in out of town post 
offices for which a charge would then be made. 
Instead of having to travel to central post office to collect a parcel that could not be 
delivered then the local post office should be the collection point. 
Stamps should be able to be purchased through a hole in the wall type machine with a 
credit card.  
 And finally, 
Postmen must take greater care in sorting and delivery, a week does not go by when I 
receive someone else’s post, sometimes I have up to 5 to write on Not here try St 
Saviours as that is what it says on the address. Double handling cost money. 
 
So in Summary. 
 
Full independent review of staff numbers and practices, 
Reduction of roadside boxes and others better positioned, 
More States business carried out by the post offices, 
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Removal of the early collection from country parishes, 
Six day collection maintained, Sunday collection could be dropped. 
The Post Office to better train their staff so that duplication of post is kept to the 
minimum 
 
This coupled with some increase in postal charges to counter but not totally the 
increased cost that Royal mail will be charging us 
Should ensure that we a have an efficient self financing Postal Service for many years to 
come... 
 
I hope you are able to accept this late submission, 
I remain, 
 
Deputy Martin Ozanne 
 
Western Parishes Deputy, 
Minister for Education 
Policy Council Member. 
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From: Roy Bisson [mailto:roy@bisson.com]  
Sent: 05 March 2006 15:25 
To: John Curran; postwatchguernsey@cwgsy.net 
Subject: Fwd: Closure of sub post offices 
 
Begin forwarded message: 
From: "Steve & Chris" <leguetcobo@cwgsy.net> 
Date: 4 March 2006 14:47:20 GMT 
To: <roy@bisson.com> 
Subject: Closure of sub post offices 

Dear Mr Bisson 

This is the first time I have ever felt driven to write and have my views heard regarding a 
Guernsey issue, and I hope from that, that you and whoever else might read this email, will 
realise how strongly I feel about the issue. 

I believe very strongly that the closure of Cobo post office (and the others mentioned) is truly a 
backwards step, for several reasons. 

The replacement with a mobile post office will in no way be as satisfactory. I work full time as a 
teacher, as does my husband, and we use the postal services regularly. I fail to see how I will be 
able to use the mobile post office which would visit Cobo at set times of the day or week. At 
present, either I or my husband comes home every lunchtime, and that is when we use the post 
office, or else after 4.30 or on Saturday morning. When I want to post a letter or parcel I want it to 
go off immediately. I do not want to wait (nor could I) until the mobile post office comes around at 
a time when I am in Cobo (if it ever does). The number of people using it at the fixed time (so 
drastically reduced hours of opening) will also mean that queues are likely. This would make us 
late for work and therefore stop us using it, as well as making the people wait outside in the open 
air. I can just imagine a queue of people standing in the car park at Cobo with the waves lashing 
over the sea wall! This is one of the reasons why it has been so difficult to get people to use the 
buses – they don’t want to stand outside in all weathers. 

At Christmas time these problems would be even worse. The queues in Cobo and Smith Street 
are bad enough already at Christmas! 

For the user this would a be backwards step. 

Businesses are feeling the effects of internet shopping. What better way is there of encouraging 
more people to internet-shop for Christmas (where the company will post direct to your recipient) 
than to make it more difficult for the Guernsey people to buy locally and post it on? Over time 
Guernsey Post Office will have fewer customers if they make it so difficult to use the post office. 

For local businesses this would be a backwards step, as well as for Guernsey Post. 

Those in charge of this decision need to think a little further than just the profitability of Guernsey 
Post. Many people will be forced to get in their cars and drive to the nearest post office, making 
an extra journey. I was under the impression we wanted to reduce the number of cars on the 
roads not increase them! 

Environmentally this would be a backwards step. 
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In the UK they are now feeling the effects in their villages of shops that have to close down 
because of the out-of-town Tescos etc taking their customers. Remove the Cobo Post Office and 
I will be forced to use a post office when I am at the supermarket (Safeways) or in town. This is 
because I try to cut down the travelling I do in the car as I try to be environmentally friendly. Who 
would suffer from this change in my shopping habits? Stampers in Cobo, Cobo Village Stores and 
Cobo Pharmacy! We all know that it is the corner shop in the UKthat is struggling. Once these 
disappear a village effectively dies off. Closing the post office would mark the start of that trend, 
just as it has done in the UK. 

Community-wise this would be a backward step. 

Although I have a few years to go before I become a pensioner, I have always looked forward to 
the fact that when I retire I will have everything I need in Cobo. (The mobile post office would still 
be unacceptable for the reasons mentioned above.) Trips into town would happen infrequently. I 
think the beauty of living in Cobo, St Peters etc is that there is a village community, where people 
see each other. Closing the Post Office starts to reduce that village atmosphere. 

Community-wise this would be a backwards step. 

My plea is therefore that Guernsey Post looks a little further than their own profitability. I 
appreciate that they are trying to keep costs down for the consumer, but this is one instance 
where they are misguided. What does that extra penny on a stamp mean, when we lose all the 
above benefits? Guernsey is nearly always a little behind the times – in most cases a very good 
thing. Surely for once we can use this to our advantage and learn from the mistakes that have 
happened in the UK and ensure a better future. 

Yours sincerely 

Chris Dudley (Mrs) 

Le Guet 

Rue des Renouards 

Cobo 

Castel 

Guernsey 

GY5 7TX 

Tel [deleted] 

PS Please feel free to forward this email to whoever you think appropriate. Many thanks for your 
time. 

 

37  



 

 

38  



 

 

39  



 

 

40  



 

41  



 

 

42  



 

 

43  



 

 

44  



 

 

45  



 

46  



 

47  

 
 
 
 
 
 
 

17th March 2006  
 
The Director General  
Office of Utility Regulation  
Suite B1 & B2  
Hirzel Court  
St Peter Port 
Guernsey  
GY1 2NH  
 
 
 
 
 
Dear Sir  
 
COMMENTS ON THE REVIEW OF GUERNSEY POST’S UNIVERSAL SERVICE OBLIGATION 
 
Postwatch Guernsey would like to make the following submission in relation to the OUR’s Consultation 
Paper (No: 06/06) “Reviewing Guernsey Post’s Universal Service Obligation”.  
 
1. Timeframe for the Review / Availability of Information  
 
Following the OUR’s Report on the 2006 Tariff Changes issued in December 2005 - which indicated the 
OUR’s intention to undertake a review of Guernsey Post’s Universal Service Obligation (“USO”) - the 
Director General and colleagues subsequently met with our Members at the end of January to outline various 
options which the OUR proposed to put forward for preliminary consideration.  Those substantially became 
the options that the OUR presented to the public meeting at Les Cotils on 22nd February 2006.  At the time of 
our meeting in January, the OUR (and thus Postwatch Guernsey) had no indication of what cost-savings 
might be achievable by the introduction of any of those options, and Guernsey Post was working on 
producing that information for the OUR.  Indeed, Postwatch Guernsey did not receive details of the potential 
savings until the week before the public meeting.  That gave little time for our Members to consider the 
proposals as presented, let alone to attempt to seek further information to inform our deliberations. 
 
Whilst we understand that the tight timeframe is driven by the need to ensure that any changes to the USO 
are agreed by the States by the summer - in order that the USO is determined before Guernsey Post makes a 
further tariff submission later this year for tariff increases from 1st April 2007 - we do feel that this exercise 
has been conducted rather hastily: this is an important issue for everyone on the Island (as almost everyone 
uses the postal system in some way) and it is preferable for there to be a considered and informed debate on 
the consequences of: (a) making changes to the USO; or (b) maintaining the status quo.    
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17th March 2006  
 

The Director General  
Office of Utility Regulation  
 
 
We also consider it unfortunate (to say the least) that there is a general absence of data being made available 
to the public either by Guernsey Post or the OUR to explain/support the proposals under this review.  
Particularly in relation to the proposed reduction in the number of retail outlets, the lack of up to date, 
accurate (or verifiable) data on the number of customers visiting those outlets for postal purposes, is very 
unhelpful.  As regards financial detail, as the OUR is aware, Postwatch Guernsey receives little financial 
information in relation to Guernsey Post’s activities, and certainly such that would enable us to evaluate the 
savings indicated against the options proposed.   
 
We also feel that it is unfortunate that the Company’s financial statements for the year ended 30th September 
2005 are yet to be made available to the public.  
 
2. The Proposed Savings    
 
We are disappointed with the level of savings identified (we imagine the OUR is also).  Our understanding 
was that the main driver behind this exercise was to seek to identify cost-savings to mitigate the further tariff 
increases that Guernsey Post will undoubtedly be seeking from 1st April 2007.  Also, the savings identified - 
if pursued - will only offset price increases; cutting services will not see any reduction in stamp prices.  
Indeed, it seems likely that there may need to be substantial increases in stamp prices (refer section 3 
following).  
 
3. Provision of Postal Services at “Affordable Prices” / Future Price Increases  
 
The States, when it determined the USO in 2001, required that it be provided at “uniform and affordable 
prices”.  
 
In view of the additional (approximately) £4.7m in increased charges that will be payable to Royal Mail this 
year (ie effectively a further removal of the subsidy that Guernsey received from Royal Mail in the past), 
which we assume Guernsey Post will be seeking (at least in part) to recover from customers under its tariff 
submission for April 2007, we are most concerned at the potentially high increases in stamp prices over the 
next few years. 
 
Our understanding from Guernsey Post is that the current local stamp price of 26p (29p from 1st April 2006) 
falls considerably short of the (approximately actual) 40p per item current cost of providing the local 
collection and delivery service.  Mike Hall (Guernsey Post’s Managing Director), in response to our question 
at the public meeting as to what level of prices might be envisaged from 2007, said that by the end of the 
three year period (ie 2007 - 2010), Guernsey Post would envisage prices rising to 37p-38p for local mail and 
to 40p-42p for mail to the UK.  He did concede that making changes to the USO would mitigate the 
increases.    
 
If Guernsey Post is minded to seek increases to the local stamp price from April 2007 that are better able to 
cover local delivery and collection costs - and if the OUR is minded to grant such increases - then customers 
could be faced with (possibly) a 10p increase in the price of a local stamp from 2007.  Whilst we understand, 
and would certainly hope, that the price is likely to be fixed for a three year period (ie 2007 to 2010), we also 
understand that Royal Mail’s charges will increase further over the next three years and therefore we are 
concerned - regardless of whether or not changes are made to the USO - as to how high prices are going to 
rise over the next, say, five years, and what level of local stamp price the OUR considers to be “affordable”.  
We believe that it is appropriate to take a long-term view and endeavour to seek savings now that will keep 
postal prices “affordable” into the future.   
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17th March 2006  
 

The Director General  
Office of Utility Regulation  
 
 
We also recognise the points put forward by the representative from the Guernsey Bulk Mailers Association 
at the public meeting, that the GBMA effectively subsidises the social user by paying a higher than fair 
proportion of mail costs.  Whilst we are not in a position to comment on the figures that were mentioned, the 
point was made that Guernsey Post’s finances would be in a somewhat precarious position in the event that 
say, two bulk mailers were to withdraw from the Island.  We know that this point is recognised by the OUR 
and that it must also be factored into its consideration of Guernsey Post’s tariff submission for 2007. 
 
With the present situation as outlined above, we are concerned that the emotions of the debate of whether to 
close some of the existing retail outlets should not overlook the fact that in the event the States decide not to 
change the USO, then all customers will be required to bear the increased cost of that decision, for the benefit 
of what may be only a “relative few” who visit the lesser used retail outlets.  NB: we recognise the “social 
needs” argument (see section 8).  
 
We do believe that the economic climate in which Guernsey Post now operates (ie an obligation to pay 
market rates) means that serious consideration should be given to opportunities to achieve cost-savings.  
Regrettably, it seems that regardless of whether or not changes are made to the USO, all customers are likely 
to have pay more in the future for both local mail and mail sent to the UK and overseas.   
 
We are not ignoring that the opening up of the UK postal market to competition from 2007 may well enable 
Guernsey Post to identify more competitively priced alternative service providers to Royal Mail in the future, 
however it seems likely that it will take some time to establish those relationships, and certainly at the current 
time we understand that Royal Mail remains the only real service provider that is able to offer acceptable 
levels of service and price to Guernsey Post.  
 
4. Proposals to Change the USO - Guernsey Post’s position as we understand it   
 
With the exception of the comments made by Mike Hall at the public meeting, some of which have been 
reiterated in print, Guernsey Post has generally been silent during the consultation process.  The Company 
has been keen to point out that it does not favour reducing quality of service (“QoS”) (ie withdrawing 
Saturday deliveries and Sunday collections), stressing that some three years have been spent putting the QoS 
right (refer also to comments in section 6).  
 
Guernsey Post does however believe that there is a case to close some of the retail outlets (refer section 8).   
 
We would make the following specific comments on the various options identified:  
 
5. Option A : Five day deliveries and collections (ie the withdrawal of Saturday deliveries and 

Sunday collections)   
 

 Option B : Five day deliveries for Town and alternate day deliveries for all other rounds  
 
We would support Option A and the withdrawal of Saturday deliveries.   
 
We would not support Option B on the basis that it would discriminate against customers outside St Peter 
Port and would not be a “universal” service.   
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The Director General  
Office of Utility Regulation  
 
 
We have noted Mike Hall’s comments that there would be a 13-14% cut in QoS if Saturday deliveries were 
withdrawn and a 37% cut if alternate day deliveries were introduced.  We would of course prefer not to see 
any derogation in the existing QoS.  However, it cannot be ignored that the collection and delivery part of 
Guernsey Post’s business (ie labour) is what incurs the greatest cost.  That being the situation and taking into 
account the comments in section 3 concerning the possible scale of price increases, we believe the proposed 
reduction in deliveries from 6 to 5 days warrants further consideration.  
 
However, Guernsey Post has stated that mail posted in letter boxes from Friday evening through to Monday 
afternoon would not be delivered until Tuesday.  We feel that would be too long a timeframe and we do not 
consider that would be acceptable to customers.  We would only favour a reduction to 5 day deliveries if mail 
posted on a Friday and Saturday was able to be delivered on a Monday (obviously this would require 
Saturday collections, restricted to specific boxes).  
 
Aside from its reluctance to make any changes to existing deliveries and collections, Guernsey Post has said 
that it finds Saturday a particularly useful day for parcel deliveries as many customers are at home.  
Customers would probably have the same view, so it may be that parcel deliveries should be maintained on a 
Saturday.  
 
With regard to letter mail, whilst few customers (we imagine) would be unhappy not to receive a bill on a 
Saturday, the removal of Saturday deliveries would adversely impact on social users (ie the sending of 
birthday cards that would ideally arrive on a specific day).  The point has also been made that it could 
adversely impact on hoteliers, Saturday effectively being a “working day” for them, as indeed it is for a 
number of other businesses.   
 
The proposal (and the cost/savings implications) therefore requires careful investigation: it may be that the 
workplan required to achieve Monday deliveries (of mail posted on Friday evening and Saturday (to a 
specific cut-off time)) would not deliver sufficient savings to warrant making the changes.   
 
We also feel, as part of this investigation, that Guernsey Post should consider all transport options, eg smaller 
planes for “premium” mail, greater use of container transport (ie first and second class postage options) and 
whether there is the ability to share resources with other carriers (eg to combine the transportation of 
newspapers and mail).  We do note that Guernsey Post takes the view that providing first and second class 
options would not be cost efficient from an operations point of view, and obviously that would need to be 
evaluated.  As regards the suggestion for greater use of container transport, that is partly made in 
consideration of Royal Mail’s intended introduction, in September 2006, of Pricing In Proportion (“PiP”) (a 
move from weight based to sized based pricing); that will impact on Royal Mail’s pricing structure, and on 
Guernsey Post, although to what extent is presently unknown.  Whilst Guernsey Post has yet to indicate how 
it proposes to deal with PiP, there may well be a need to re-evaluate transportation options as a consequence 
of those changes.  
 
At the end of the day, the major issue has to be what level of savings (determined with reasonable accuracy) 
can be achieved by making the proposed changes.  Clearly there would be no point making what would be 
presumably significant changes to Guernsey Post’s working practices to achieve relatively small savings: we 
believe that it would be more preferable to the majority of customers to recognise that they receive a high 
QoS over 6 days, and to accept that a higher stamp price was needed in order to maintain that level of 
service.  
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17th March 2006  
 

The Director General  
Office of Utility Regulation  
 
 
6. Quality of Service   
 
We would like to reiterate something that we have stated before concerning QoS.  One of the speakers at the 
public meeting said that as far as he was concerned there had been no difficulties or delays in customers 
receiving mail in the past (ie pre 2001) and he suggested that there had been no need for Guernsey Post to 
have taken on the additional employees to meet the QoS targets set by the OUR.  There seems to be a 
common misconception amongst many customers that everything was just as good in “the old days”.  From 
what we have seen and our understanding of Guernsey Post’s operations and the changes that have been 
brought in by the current management since 2003, that is an erroneous view, and it is clear that in “the old 
days” not all mail was being delivered in a timely manner, and certainly not to the consistent standard which 
customers should (and certainly now do) expect.  Mike Hall stated at the meeting that pre-commercialisation 
Guernsey Post was non-compliant with its licence: that there weren’t 100% deliveries on 6 days; some 10% 
of mail didn’t go out; some customers were receiving deliveries on alternate days; the mail didn’t always 
connect for the UK plane, leaving a volume over to handle separately; and there was insufficient cover for 
employees’ leave.  The changes implemented by Guernsey Post to meet the QoS targets set by the OUR 
addressed those deficiencies, but clearly at a cost of increased manpower (although we are not in a position to 
say what increase in manpower was necessary/appropriate to achieve the improved QoS).  
 
Our view is that overall customers do receive a consistently high quality QoS; we don’t believe that higher 
targets are necessary or that those would be appropriate, but we would not wish to see a reduction.  Currently 
Guernsey Post seeks to ensure that all mail is delivered before 1.00pm; most customers receive their mail 
much earlier, and we do not feel that a later deadline would be acceptable as that would adversely affect 
(particularly) businesses.  
 
We do however agree with the speaker’s comments concerning the high cost incurred by the need to recruit 
additional employees and we concur with his point that it had been understood that mechanisation would 
reduce the overall number of employees required by Guernsey Post.  This is a point that we would ask the 
OUR to consider further as part of its intended efficiency review into Guernsey Post.  
 
7. Options C and D : Removing circa 100 / circa 70 roadside collection boxes  
 
We would support a “significant” reduction in the number of roadside collection boxes.  There are currently 
146 roadside collection boxes and that is an unnecessarily high number on this small Island.  Many are sited 
in dangerous or inconvenient places, both as regards access on foot or by car.  Whilst we would be prepared 
to support the option, we would first wish to see proposals as to which boxes it was proposed to remove 
together with statistics as to their usage, and if they were being moved for health and safety considerations 
(which obviously would need to over-ride usage considerations, but might require an alternatively sited box).  
Whilst we agree with the principle of there being less boxes, there does need to be sufficient coverage for 
customers’ needs, and also consideration as to whether the boxes are appropriately accessible.  We also feel - 
as adoption of either of the above options would necessitate an overall review of the roadside collection 
boxes - that consideration should be given as to whether there are other locations in which boxes could be 
sited for customers’ convenience, again taking into account accessibility on foot, by bus or car.  
 
There are a number of examples of not terribly well sited collection boxes, including unfortunately, the one at 
Envoy House: we have noted that when the gates there are closed access to the box can be difficult - more 
than two cars stopping at the same time, which is probably not uncommon, presents difficulties.    
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We believe that the removal of boxes would very much be a long-term view option, and it would lend itself 
to a phased process.  Not only will making these changes incur Guernsey Post management time (which the 
Company will undoubtedly argue against), but of course there will be costs involved in removing boxes and 
the subsequent “making good” of those sites.  There is also likely to be the need to increase the capacity of 
some boxes.  As Guernsey Post is aware from customer comments that we have passed on, some of the 
collection boxes have inadequate capacity for current needs; it is regrettable (and rather frustrating) that it 
seems to take an inordinate amount of time to get round to addressing those capacity difficulties.  
 
A reduction in the overall number of collection boxes should also be considered an opportunity: for example, 
to (hopefully) permit later collection times for next day delivery of local mail (or more boxes with early 
morning collections for same day delivery): the current 5.30am collection from Monday to Saturday from 
those boxes at the various retail outlets (and later times for Smith Street and Envoy House) is helpful for 
many customers, and the St Peter’s Post Office box was particularly mentioned by a customer quoted in one 
of the recent Guernsey Press articles (although we did feel that there was some confusion in that the customer 
concerned appeared to be under the impression if the postal service was withdrawn from St Peter’s Post 
Office shop, that the post box outside would go too, which certainly ought not to be the case).  
 
8. Option E : To reduce the retail outlets to five locations  
 

 Option F: To reduce the retail outlets to three locations (one of which will be Envoy House) with a 
mobile post office 

 
These are the most radical suggestions to change the USO and - unsurprisingly - have generated a 
considerable amount of media attention, not all of which, it has to be said, has been balanced.  
 
Some of the outcry has been directed at Postwatch Guernsey for our endorsement of the OUR’s proposals.  
We do support the OUR in taking the view that the number of retail outlets should be reduced.  We would 
agree with the reduction to five, or even (as we said at the public meeting) to four (but if four, then a mobile 
postal facility to be introduced also).  We don’t take that view lightly, and would make the following 
comments:   
 
• Why positive action is needed  
 

 Refer earlier comments (section 3) concerning “affordable prices” and that increased postal costs will 
apply regardless of whether or not changes are made to the USO.  

 
 We have been criticised for saying that it is “time to move into the real world”, but one has only to look 

as close as the UK, let alone overseas, to see the difficulties being experienced in keeping retail outlets 
open.  We are now in the 21st Century, and the way in which we communicate (ie internet e-mail and 
other electronic communication), is resulting in a decrease in the number of people visiting post offices 
and it seems likely that will continue to be the case over the coming years.  Both Postwatch in the UK, 
and Postcomm the UK regulatory, have conducted considerable research into how post offices are used, 
in the UK and overseas, and the future trends, and their conclusions reinforce the decreased use and the 
need to take positive action to restructure postal services appropriately.  
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 Guernsey currently has nine postal retail outlets, and there is also an outlet in each of Alderney, Herm 

and Sark; those latter three must be retained.  In an ideal world, of course we would wish to see all 
existing retail outlets retained (and would have wished for those offices that were shut over the past ten 
years to have remained open).  However, we understand that the retail network is still making overall 
losses in the region of £100k.  In view of the reducing footfall, it seems highly unlikely, even with 
whatever further cost-cutting measures Guernsey Post can find for the retail network, and also of course 
the generation of additional retail revenue, that the network as it stands can achieve financial viability if 
all existing outlets are retained.  

 
• Why a mobile postal service?  
 

 This is something that we raised during 2004 during the debate over L’Islet post office.  Mobile postal 
services have been trialled in the UK since 2002, so are quite well tried and tested.  We believe that a 
mobile facility could be a positive option if we are faced with the need to close four or five fixed retail 
outlets: due to the relatively small size of Guernsey there should be no reason why a mobile could not 
visit several parts of the Island during the course of a week and  - looking at this from the perspective of 
all customers - it could have wider benefits by restoring postal services to parishes that have previously 
lost their fixed retail outlets (eg Torteval, St Andrew and St Saviour).   

 
 Of course, there would need to be detailed consideration of the issues involved: the costs of setting up 

and running a mobile would have to be less than the costs of the fixed retail outlets it was replacing; 
serious (and perhaps creative) thought would need to be given, in conjunction with the relevant parishes, 
as to where best a mobile should be sited in order to maximise accessibility by customers (including 
whether they were arriving on foot, or by bus or car), and then obviously customers would need to be 
made aware of where and when the mobile would be located.  But we believe this option is very much 
worth investigating.  

 
• Why we would be in favour of an alternative site to Smith Street 
 

o We understand that some 50% of the space is not required by Guernsey Post and is under-utilised; if 
Smith Street was to be retained that issue (and the attendant rental costs) would need to be 
addressed.  

o Its location makes it difficult for some customers.  
o There does need to be a post office in Town but it could be a smaller, more efficient outlet sited in a 

different location.  A number of people at the public meeting suggested that the market could be a 
good location and certainly if the rejuvenation of the market is successful, a post office there would 
be well placed for people travelling into Town both by car and bus.  It is clear that locating postal 
facilities in thriving shopping areas facilitates an increased spend.   

 
• Developments (?) since L’Islet  
 

 When Guernsey Post management announced in 2004 that they were considering closing L’Islet post 
office, they did so partly to instigate a debate into the wider issue of how to fund the overall retail 
network, which at that time was making significant losses.  Guernsey Post has been able to improve the 
financial position somewhat since then, although those efforts have been adversely affected in 2005 by: 
(a) the withdrawal of UK pensions paid to local residents through post offices; (b) the withdrawal of 
Girobank; and (c) the closure of the National Savings Bank accounts, all of which have reduced revenue 
through Guernsey’s retail network.   
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 Although - following the representations made during and after the public meeting, including by 

Postwatch Guernsey - Guernsey Post subsequently announced that a decision to close L’Islet wouldn’t 
be taken until the National Audit Office Report was issued1 no-one should be under any illusion that it 
remains Guernsey Post’s desire to close L’Islet.  Furthermore, at the time of the L’Islet announcement, 
at least one (maybe more) other retail outlet(s) were under similar consideration by Guernsey Post.  
Indeed, at the L’Islet public meeting, Guernsey Post stated that its intention was “To reduce the network 
in line with its Customer Charter obligation which provides for a postal outlet within a 2-mile radius of 
each Guernsey home.” (see paragraph following concerning the USO and over-capacity of retail outlets).  

  

 1 It is most unfortunate, given the States’ decision to proceed with the review of commercialisation and regulation in November 2004, 
that the NAO Report of that review has still not been made available. 

 
 At the present time, the retail network continues to lose money and - despite all the publicity generated 

in relation to L’Islet - the problem of how to fund the network remains unanswered.  The problem has 
not gone away; it has merely gone quiet, or at least it had until this present review was announced.  

 
• The vagueness of the USO concerning the retail network - and the implications  
 

 The USO as it currently stands was determined by the States in 2001, and only the States - not the OUR 
or Guernsey Post - has the power to change the USO.  

 
 Whilst hindsight is a wonderful thing, it is regrettable that the USO does not specify the number of retail 

outlets that Guernsey Post should maintain.  The States’ Directions said: “In providing these services 
[the USO], the licensee shall ensure that the density of access points and contact points [retail outlets and 
roadside collection boxes] shall take account of the needs of the users.”  As noted earlier, Guernsey Post 
has taken the view in its Customer Charter that “every Guernsey resident should have a Guernsey Post 
retail facility within 2 miles of his home”.  This seems not unreasonable, but as Guernsey Post has 
pointed out, this means that in some areas, residents have access to up to 7 retail outlets.  Aside from this 
obvious over-capacity, any (other) commercial business that needed to make cost-savings would not be 
expected to carry on providing loss-making services.   

 
 The failure of the States to have imposed an obligation for Guernsey Post to retain a certain number of 

retail outlets under the USO means - as seen with L’Islet - that Guernsey Post can propose closures.  
Importantly, what it also means is that if the States - in considering the OUR’s proposals on the USO 
when those are presented - determine that no change should be made to the USO, then the uncertainty 
for customers will continue as Guernsey Post will be able to propose closures in the future.  We believe 
that there needs to be certainty here - both for customers and Guernsey Post - on the question of retail 
outlets.  Apart from anything else, a not inconsiderable amount of time (and associated costs) is spent by 
Guernsey Post, the OUR, and consumer groups such as Postwatch Guernsey, when these issues with the 
retail network arise every so often, including the associated media frenzy, and as they will again in the 
future unless the problem is addressed - this review should be considered an opportunity to take positive 
action.   

  
The States could, if it so determined, stipulate as part of the USO the number of postal outlets that 
Guernsey Post should retain.  If it was so minded, it could (i) stipulate that all existing outlets should be 
retained; or (ii) stipulate a minimum number (which would presumably have to include the one outlet in 
each of Alderney, Sark and Herm), bearing in mind that if option (ii) was chosen, then it must be 
recognised that Guernsey Post could subsequently decide to close any outlets that were above the stated  
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minimum.  Such a decision would provide certainty for customers as it would remove any possibility of 
Guernsey Post itself suggesting at a future time that a particular postal outlet should close (depending on 
whether scenario (i) or (ii) was determined); any such decision could then only be taken by the States as 
a modification of the USO.    

 
• The “social needs” argument    
 

One of the difficulties with this review, as noted earlier in this submission, is the absence of information 
available to inform a considered decision.  The media has given a great deal of coverage to people’s 
concerns on the proposed reduction in retail outlets, but it is unclear by how many customers those 
outlets are actually used to access postal services - and also specifically what postal services customers 
are purchasing - bearing in mind that excluding Envoy House and Smith Street, which are solely postal 
outlets, six of the remaining are based in food stores, and the other is St Peter’s Post Office, which sells 
a wide range of non-food items, so those shops will be visited by a large number of customers for non-
postal needs.  Having requested footfall data from Guernsey Post we feel that the figures provided are 
“suspect”, particularly the suggestion that each week 374 people use the postal counter at Forest Stores.  
Surely, the obtaining of accurate footfall data has to be fundamental in underpinning any retail strategy 
and particularly any decision to reduce the retail network?  We have noted recent comments by Deputy 
Dave Jones, the Housing Minister, that many States House tenants pay their rent in cash at post offices.  
In the event of closures, there may be a need for States Departments to consider what measures could be 
put in place to minimise the adverse impact of a particular outlet being closed.  
 
We do of course recognise that the proposals to close retail outlets carry the potential of disadvantaging 
elderly customers, disabled people and those without transport.  That was also recognised by the OUR in 
its Consultation Paper, and Postwatch in the UK has carried out a detailed case study on the impact on 
customers of closures and changes in services.  We do feel though that there is a need to keep the issues 
in perspective.  In the UK, many rural communities have no immediate access to any shops or post 
offices and people may have to travel some miles to the nearest services.  In addition, in many areas 
there is often inadequate public transport, which can contribute to a loss of independence.  
 
Guernsey, comparative to many parts of the UK, comprises quite a small area.  For people without a car, 
it has a generally reliable bus service providing comprehensive coverage across the Island, and allowing 
good access to a wide range of shops and other outlets and facilities, including the post offices.  Unless 
one is on foot or in a wheelchair, most facilities around the Island are able to be accessed relatively 
easily.  It is important that these factors are borne in mind during this debate.  It is also the case that in 
the UK, Postwatch’s research found that the actual impact of the closure of retail outlets was less than 
the perception of the impact that closures would have.     
 
If the number of postal outlets to be retained was such that the retail network would never be able to 
cover its costs, but the States’ view was that it should be retained from the “social needs” point of view, 
consideration would also need to be given to how to fund the loss-making part of the retail network.  It 
would not be reasonable for the States to force Guernsey Post to maintain loss-making offices unless it 
[the States] also made reasonable provision for how those should be funded.  The UK Government 
currently funds the rural network in the UK with up to £150m each year - a subsidy that it is proposing 
to remove in 2008, and that will result in an uncertain future for many rural post offices.  We would not 
be in favour of the States subsidising Guernsey’s retail network because that cost would have to be met 
by the taxpayer; we already have a much publicised looming black hole - would it be fair on taxpayers to 
increase that burden?  
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The States determined that Guernsey Post should be run on a commercial basis.  The adoption of a 
commercial model forces a business to address inefficiencies across the business and operate more 
efficiently.  Whilst that has undoubtedly ensured that Guernsey Post is now more efficient than was the 
former post office, the downside is that the retail network is not permitted to be cross-subsidised by the 
more profitable parts of Guernsey Post’s business.  If it is the will of the States that a larger than 
profitable retail network should be retained on the basis of “social needs” then consideration should also 
be given as to whether limited cross-subsidisation should be permitted.  

 
• States’ support for Guernsey Post  
 

 In considering the various issues we would also ask whether the States is doing all that it can to support 
Guernsey Post.  It was our understanding that the introduction by Guernsey Post of the EPOSS bill 
payment system (at presumably no small cost) would enable customers of States Departments and also 
the other utility companies to pay their utility bills at postal outlets (and that the use of that payment 
system by other companies would also be a possibility).  Now, whilst it is likely that the majority of 
people do not actually visit a utility (or other) office to pay a bill, clearly a number do (as evidenced by 
comments previously published in the Guernsey Press when utility companies change payment 
arrangements at outlets).  Our enquiries of Guernsey Post as to the expansion of that service do not 
suggest that it has been utilised to its full potential.  Are States Departments being encouraged to utilise 
Guernsey Post’s bill payment system?  

 
• Retail revenue opportunities    
 

 It is clear that the programme of change implemented by Guernsey Post since 2003 demanded a 
considerable amount of management time.  Whilst that has undoubtedly brought improved QoS and also 
improvements in other areas, Guernsey Post’s marketing activities and attention to revenue generating 
opportunities, particularly in retail, have suffered.  Whilst that is perhaps unsurprising, it is very 
regrettable. 

 
 We do feel that if a more proactive (rather than reactive) approach had been adopted in the past to 

generating retail revenue, Guernsey Post could have further improved the current loss position; although 
we accept it is unlikely - as the trend is that lesser numbers of people are visiting post offices - that 
sufficient revenue could be generated to save all those offices.  As a consequence of the current review, 
Guernsey Post is undertaking a postal survey (of randomly selected customers) seeking their views on 
the retail outlets in general and what services/products customers would wish to see provided by those.  
Whilst that is to be welcomed, it does seem rather late in the day to be asking these questions: in view of 
Guernsey Post’s previously stated intention to reduce the retail network, surely strength of customer 
feeling for using the retail outlets should have been ascertained as one of a number of factors to inform 
Guernsey Post’s existing retail strategy? 

 
 Certainly going forward, Guernsey Post needs to work closely with its sub-postmasters and sub-

postmistresses to maximise revenue opportunities for both parties and encourage greater numbers of 
customers to visit (in making this statement we recognise the space constraints on some sub-post 
offices).  Clearly it would be sensible to focus on a small number of products that would provide a 
reasonable return, and that would be attractive to customers, also that would be straightforward enough 
to be provided at a retail outlet without the need for complicated training.  Potential products is an area 
that has been considered in some detail in the UK and overseas, so it shouldn’t need to be a case of 
“reinventing the wheel”, and clearly on such a small Island some of the opportunities that might exist in 
the UK wouldn’t work here, but we believe that there are definitely opportunities to be investigated.  
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 As a general comment, a number of shops around the Island currently supply Bailiwick and UK self-

stick stamp books, and the wide availability of those should be maintained.  
 
9. Guernsey Post’s Operating Costs / Efficiencies  
 
Of course, a major question that arises is: “Is Guernsey Post operating to its maximum efficiency and has it 
made all the cost-savings that it can?” 
 
We don’t know the answer to that as only the OUR (and Guernsey Post of course) has that information, but 
we suspect not.  
 
There are a number of areas that we have concerns about in relation to Guernsey Post’s costs and whether all 
efficiencies have been made, and we have provided details of those to the OUR previously.  As the OUR is 
aware, certain issues have been raised by us with Guernsey Post directly; in some cases partial (but not 
necessarily satisfactorily) responses have been received, and in other cases Guernsey Post has refused to 
provide the information, using the argument that it has already been provided to the OUR and therefore there 
is no need for Postwatch Guernsey to seek the information also.   
 
The OUR will appreciate that we, and the Guernsey public, are reliant on the OUR as being the only body 
that is able to properly consider Guernsey Post’s finances and to evaluate its requests for increased tariffs.  
We welcome the OUR’s announcement that it will be conducting a detailed efficiency review into Guernsey 
Post, and whilst we would have preferred that such a review would have been carried out before this USO 
review commenced, we understand that had that been done, and the USO subsequently changed, it would be 
necessary to redo the exercise.  Such a duplication of costs is undesirable to all parties but we would stress on 
the OUR the importance - particularly to customers - of it being able to provide reassurance that Guernsey 
Post’s staffing levels and wage costs are not unreasonable in the context of the services it provides.  
 
All businesses need to look to the future, and we would hope that the OUR, as part of its detailed efficiency 
review, will consider whether Guernsey Post is adequately future-proofing its business.  
  
10. Revision of Guernsey’s Postal Law  
 
We would take this opportunity to add that if proposals are taken to the States regarding the USO, then we 
believe that would be an opportune time to consider making certain revisions to The Post Office (Bailiwick 
of Guernsey) Law, 2001.  As the OUR is aware (as is Guernsey Post) there are certain deficiencies and 
weaknesses in that Law, but we particularly find it quite staggering that there is a complete absence in the 
Law to any requirement for Guernsey Post to effect a “secure delivery” of mail.  We would welcome that 
specific deficiency being addressed as part of a review into the Law.  
 
11. Summary / Conclusions  
 
• This review represents an opportunity for customers under the consultation, and the States in considering 

the OUR’s recommendations, to support making changes to save costs over the coming years.    
• It is regrettable that there is a general absence of data being made available to the public either by 

Guernsey Post or the OUR to explain/support the proposals.   
• It is important that services can be provided at “affordable prices” in the future.  
 
 
 



 
12 
 

17th March 2006  
 

The Director General  
Office of Utility Regulation  
 
 
• We would support the withdrawal of Saturday deliveries to achieve cost-savings but the proposals need 

to be carefully considered; making major changes for small savings would not be sensible.  
• Overall quality of service is at a good, consistent standard and should be maintained.  
• We would support removing a “significant” number of roadside collection boxes; there are too many, 

some sited in dangerous or inconvenient places.  
• In removing boxes, consideration should also be given to increasing the capacity of certain boxes, and 

siting new/replacement boxes in locations more convenient for customer access (ie with adequate 
parking).  

• Reducing the number of boxes would hopefully give rise to other benefits, eg permitting collection times 
to be put back on some remaining boxes, to permit later posting by customers.  

• We would support a reduction in the number of retail outlets in Guernsey, from nine down to five, or 
even four with a mobile postal facility.  We recognise that this is contentious but the way we 
communicate now is changing and the number of people visiting retail outlets is decreasing; the retail 
network continues to make a loss - removal of the lesser-used outlets should increase viability of those 
remaining.  

• We would favour a mobile postal service: in addition to replacing retail outlets that may be lost under 
this review, it could also provide services to parts of the Island that have previously lost their fixed retail 
outlets.  

• The overall issue of how to fund the retail network needs to be resolved, particularly if retail outlets are 
to be maintained on a “social needs” basis.  

• This review presents the opportunity for the States to address the lack of clarity within the USO as to the 
number of retail outlets to be maintained; whilst we believe it is appropriate to close some outlets, 
stipulating the number to be maintained as part of the USO will preserve those remaining in the future; 
only the States is able to change the USO.  

• Guernsey Post should be encouraged to pursue retail revenue opportunities to increase income.  
• The question of whether Guernsey Post is operating to its maximum efficiency and whether it has made 

all cost-savings that it can needs to be considered by the OUR as part of its detailed efficiency review 
into Guernsey Post.  

 
We trust that the above comments are of assistance to the OUR in preparing its submission to the Commerce 
and Employment Department.  
 
Yours faithfully 
For Postwatch Guernsey  
 
 
 
 
 
David Inglis  
Chairman  
 
 

58  



 

 
 
 
 
 
 
 
 
 
 
 

GUERNSEY POST RESPONSE 
TO THE REVIEW OF THE POSTAL 

UNIVERSAL SERVICE OBLIGATION 
 

(OUR Document No.OUR 06/06) 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

59 



 

1.0 Introduction 
 
As part of the 2006 tariff proposals Guernsey Post submitted to the Office of Utility 
Regulation (OUR) a request for a review of the Reserved Area (RA) for postal 
services that funds the Universal Service Obligation (USO).  A finance model 
highlighting the associated costs and revenues supported this.  The Director General 
could not take the assessment into consideration within that process, as any 
consideration in this regard would require a public consultation on the scope of the 
USO to allow interested parties to comment.  However he decided that the 
submission would be considered as part of the subsequent work programme and in 
particular in the preparation of the new price control to come into effect on 1st April 
2007.1
 
This document has been produced in response to his USO consultation document 
OUR No.06/06 in order to present the views of the operator that provides the USO 
services.   
 
The document presents some of the information originally submitted to the OUR in 
November 2004 in a similar exercise designed to support the 2006 price control, 
which regrettably was not furthered by the OUR for that process but which remains 
pertinent to the review today.  It also includes commentary to inform the reader of the 
legislation underpinning Guernsey Post’s legal monopoly on reserved postal services 
and its USO; a confidential impact analysis of the scenarios presented by the OUR in 
the annexes; and as a result the considered view of Guernsey Post on the future 
specification of the USO. 
 
The document is organised as follows: 
 
Section 2: Executive Summary 
 
Section 3: Revised Universal Service Obligation  
 
Section 4: Legislation 
 
Section 5: Background 
 
Section 6: Review of the scenarios presented by the OUR 
 
Section 7: Conclusions 
 
Section 8: Annexes 
 

                                                 
1 OUR document 05/30 

60 



 

2.0 Executive Summary 
 
In 2003 and again later this year, Guernsey Post will be subject to an independent 
efficiency review to advise the OUR of the cost base employed by the Company to 
provide its licensed services.  This ensures that the OUR is well informed in 
considering tariff proposals from the Company and assists in its evaluation of the 
need to review services to ameliorate the future increase in stamp prices. 
 
The Guernsey Post Board researched the options for such cost savings through 
reductions in service in 2004.  This was repeated to update and extend those options 
under consideration as requested by the OUR to inform its USO consultation paper 
(OUR No.06/06).  This paper forms the Company’s response to the formal 
consultation. 
 
2.1 Postal Service Standards 
It remains Guernsey Post’s view that a derogation of service through a reduction in 
postal service quality or the scope of the USO will make only small cost savings in 
comparison with the more significant elements of the Company’s cost base.  The 
costs to convey and secure the delivery of mail outside the Bailiwick continue to 
increase dramatically as markets liberalise and cross subsidisation of services is 
eradicated (of particular impact with regard to the delivery of mail in the UK).   
 
Guernsey Post is against withdrawal of Saturday deliveries or providing alternate day 
deliveries in parts of the Bailiwick.  It sees no need for large reductions in the number 
of posting boxes, save for those whose locality is to be altered or are located in 
dangerous positions because, for example, of increased road usage by vehicular 
traffic.   
 
To decrease the quality of its postal service would damage the reputation of 
Guernsey as a finance business centre and appears to Guernsey Post to be the 
wrong way to manage the commercial reality of a significant increase in costs 
following the removal of a privileged subsidy that had been maintained for over three 
decades by Royal Mail.   
 
This subsidy had led to significant under pricing of postal services in Guernsey 
compared with European comparators, and whilst prices have increased to assist the 
Company in meeting these increased costs, they remain very competitive for both 
social and business customers.  In no small part this is due to the pressure exerted 
on the newly commercialised Guernsey Post to review its operation, to introduce 
efficiencies and to develop enhanced services meeting customers’ needs. 
 
The Company also worked hard to restore quality of service to levels that are 
consistent with European standards, and in September 2004 it achieved 22 of its 23 
Postal Licence Quality of Service targets for 2004/052 - a very significant 
improvement from its position as a government department operating with no targets 
and few measures in 2000/01.   
 
The OUR states that product development and attracting new business should also 
support the burden of realistic UK delivery charges alongside the review of tariffs.  
Guernsey Post disagrees.  It argues that new products would not necessarily fall 
within the RA designed to fund the USO, indeed the type of services that would be 
developed are more likely to be targeted where the returns on the investments of 
                                                 
2 GPL QoS report submitted 25th October 2005 
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product development are more viable for a commercialised company.  This would not 
therefore assist in funding the USO. 
 
With regard to attracting new high value/high volume business that would make a 
difference to its long-term profitability, Guernsey Post is in an invidious position.  It 
provides high service quality at very competitive prices with UK prepaid VAT customs 
clearance as an option for its clients, but in an environment that is becoming 
increasingly unwelcoming of new business in light of the media interest and political 
lobbying activities of UK retailers reacting to the globalisation phenomena supported 
by the Internet. 
 
Guernsey Post therefore contends that the increased cost of mail transport and 
delivery outside the Bailiwick should be met through its own continued efficiency 
improvements and the organic growth of business within the island but must be 
underpinned by the continued review and rebalancing of its tariff structure.   
 
2.2 Retail Service Provision 
Whilst not supporting derogation in postal service quality, Guernsey Post continues 
to believe that there is scope to rationalise the Retail Network.  However, Guernsey 
Post does not go as far as the OUR or Postwatch Guernsey in closure of postal 
outlets; instead it recommends adopting the Rural Centres strategy in the States 
Rural Area plan.   
 
Previous customer consultations undertaken by Guernsey Post on the shape of its 
Retail Network generated considerable public and political interest in the Company 
maintaining its existing service levels3.  As a result Guernsey Post announced a 
postponement to the closure of its L’Islet outlet pending further consideration of the 
funding of the Retail Network.  The OUR’s consultation on the USO and the NAO 
review on Commercialisation in general, commissioned by the States of Guernsey, 
are both vehicles to assist in this funding review.  
 
In the meantime, Guernsey Post has exhausted all opportunities for efficiency 
savings and urgently needs the ability to introduce the results of its own Retail 
Strategy Review, scheduled for Board consideration in May 2006.  A final decision 
cannot, however, be made until the States has determined the new USO under which 
the Company must operate. 
 
It is too early to present findings from Guernsey Post’s Retail Strategy Review 
although the Company is strongly against the wholesale removal of rural outlets and 
their replacement with a mobile unit – it considers this a retrograde step for an island 
looking to grow its international reputation as part of its strategy to attract industries 
with high earners for taxation reasons.   
 
Indeed it is likely that its Strategic Review will include the retention of at least three 
outlets in the urban area focussed on the two major retail and commercial centres 
managed through the States Urban Area Plan.  It follows that the rationalisation of 
the rural Retail Network would be in line with the States Rural Area Plan4 - agreed at 
its meeting on 2nd December 2005.  Here a formula based on a set of indicators of 
sustainability, highlighting the common areas that lie within 500 metres of each 
indicator, has been adopted to identify Rural Centres.  Areas clearly meeting the 
                                                 
3 Guernsey Post launched its consultation into the future of its Retail Network and with particular 
regard to its outlet at L’Islet on 10th September 2004.  The consultation document and determination 
are published on www.guernseypost.com 
4 Rural Area Plan Review No.1  

62 



 

criteria are at Cobo, St Martin’s and St Pierre du Bois; it is these undoubted Rural 
Centres that should be identified within the postal USO. 
 
It is important that the Company has the commercial freedom to flex the network and 
in this regard refers to its own Customer Charter.  Here outlets should be provided 
such that customers have access within two miles.  The scale map at Annex One 
demonstrates clearly that the Guernsey Post model provides adequate coverage and 
indeed focuses more provision in the areas of higher density by following the 
planning guidelines laid down by the States. 
 
The Guernsey Post Retail Strategy is also challenged to identify yet more new, 
profitable products and services to replace those traditional services it used to supply 
as the “UK Government shop”.  The UK Government has withdrawn many of those 
services, especially pension payments, offering – not surprisingly – no compensation 
to Guernsey Post unlike the subsidies given to the British Post Office by its 
Government to maintain its sub offices in the UK.   
 
Such new products and services as identified by the Review would very likely need 
the support of significant capital investment in Electronic Point of Sale Systems 
(EPOSS) that would be subject to rigorous scrutiny through commercial business 
planning processes.   
 
2.3 Other areas of change within the USO 
The OUR also sought views on other areas that should be specified in the social 
obligation of the Licenced operator.  In this regard Guernsey Post would spot-light 
the provision of services such as reduced rates for the registered blind and serving 
forces personnel and families.  It also recommends the removal of the phrase 
“registered mail” as such a service does not exist within the portfolio of international 
postal services any longer; instead replacing it with signed-for insured services 
(although it should be noted that individual country exclusions do apply on cross-
border mail). 
 
 
3.0 Revised Universal Service Obligation 
 
Guernsey Post supports and recommends revision to the USO in line with the 
following draft text. 
 
The following Universal Postal Service shall be provided by at least one Licensee 
throughout the Bailiwick of Guernsey at uniform and affordable prices, except in 
circumstances or geographical conditions that the Director General of Utility 
Regulation agrees are exceptional: 
 

One collection from access points on six days each week; ♦ 
♦ 

♦ 
♦ 

♦ 

♦ 
♦ 

One delivery of letter mail to the home or premises of every natural or legal 
person in the Bailiwick (or other appropriate installations if agreed by the Director 
General of Utility Regulation) on six days each week including all week days; 
Collections for all postal items up to a weight of 20kgs; 
Deliveries on a minimum of five working days for all postal items up to a weight of 
20kgs; 
Services for signed-for insured mail (individual country exclusions apply for cross-
border mail) 
Reduced fee services for HM Forces (BFPO) 
Reduced fee services for the registered blind 
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In providing these services, the Licensee shall ensure that the density of safe and 
secure access points and Guernsey Post Retail Branches shall take account of the 
States of Guernsey Urban and Rural Area Plans developed from its Strategic and 
Corporate Plan; six being the minimum acceptable level for the latter, providing 
access within 2 miles for the majority of Guernsey residents.  
 
“access points” shall include any post boxes or other facility provided by the Licensee 
for the purpose of receiving postal items for onward transmission in connection with 
the provision of this universal postal service. 
 
 
4.0 Legislation 
 
In September 2001, the States of Guernsey issued Directions to the Director General 
of the OUR in accordance with section 3(1) of the Regulation of Utilities (Bailiwick of 
Guernsey) Law, 2001 regarding the scope of the USO (as detailed below) and 
directed that the reserved postal services be defined so as to ensure that the USO 
was met: 
 
The USO reads: 
 
‘The following Universal Postal Service shall be provided by at least one Licensee 
throughout the Bailiwick of Guernsey at uniform and affordable prices, except in 
circumstances or geographical conditions that the Director General of Utility 
Regulation agrees are exceptional: 
 

One collection from access points on six days each week; ♦ 
♦ 

♦ 
♦ 

♦ 

One delivery of letter mail to the home or premises of every natural or legal 
person in the Bailiwick (or other appropriate installations if agreed by the Director 
General of Utility Regulation) on six days each week including all week days; 
Collections for all postal items up to a weight of 20kgs; 
Deliveries on a minimum of five working days for all postal items up to a weight of 
20kgs; 
Services for registered and insured mail. 

 
In providing these services, the Licensee shall ensure that the density of access 
points and contact points shall take account of the needs of users. 
 
“access points” shall include any post boxes or other facility provided by the Licensee 
for the purpose of receiving postal items for onward transmission in connection with 
the provision of this universal postal service.’ 
 
As outlined above, the regulatory model in the Bailiwick requires that a legal 
monopoly be prescribed by the Director General to fund this USO.  In document OUR 
01/17, the Director General described the background to an Order made in October 
2001 designating certain postal services as ‘reserved postal services’. 
 
The effect of the Order was to reserve the right to provide certain postal services to 
the first licensee in the postal sector in the Bailiwick, i.e. Guernsey Post Limited, to 
ensure that the USO could be met.  The document also indicated that the Director 
General expected to carry out more in-depth analysis of the postal market in 
Guernsey with a view to determining whether this designation should be amended in 
the future.   
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The Director General may designate what services are defined as reserved postal 
services5, but may only do so for two reasons: 
 
♦ 

♦ 

                                                

if he considers it is necessary to ensure the provision of the USO in the 
Bailiwick6, or 

 
if it is necessary to comply with States Directions7 

 
Given the limited information available at that time on the Guernsey postal market, as 
well as having due regard to international practice, the reserved postal services were 
defined exclusively by value, as those postal services provided for a consideration of 
less than £1.35.  A postal service being ‘the service of conveying postal packets from 
one place to another, the incidental services of receiving, collecting and delivering 
such packets and any other service which relates to such services.  A “postal packet” 
means a letter, parcel, packet or other article capable of transmission by post. 
 
The price limit was arrived at by multiplying the standard tariff for letters to the UK 
(27p in 2001) by five, along the lines of the EU approach.8  The use of the standard 
UK tariff reflected the fact that a significant amount of the Bailiwick’s mail is between 
the islands and the UK.  It is understood that the Director General did not wish to 
include a weight limit in the designation of the reserved services until further 
consideration could be given to the profile of Bailiwick postal service, particularly 
those services that were provided on the basis of volume rather than weight (flower 
boxes).9
 
Guernsey Post contends that with the liberalisation of the UK postal market forcing 
upward pressure on the charges faced by the Company to deliver mail in the UK, that 
the Reserved Area funding the USO also needs to be significantly reviewed by the 
Director General concurrent with his deliberations on the USO.   
 
 
 

 
5 Section 9(1) of the Post Office (Bailiwick of Guernsey) Law, 2001 
6 Section 9(2)(a) of the Post Office (Bailiwick of Guernsey) Law, 2001 
7 Section 9(2)(b) of the Post Office (Bailiwick of Guernsey) Law, 2001 
8 Directive 97/67/C of the European Parliament and of the Council of 15 December 1997 on the 
common rules for the development of the internal market of Community postal services ad the 
improvement of quality of service. 
9 Guernsey Post replaced the flower box tariff with a cost related weight tariff in 2004 in light of the 
significant cost base changes brought about by the new commercial contract required by Royal Mail to 
bring Guernsey Post into line with the arrangements that it had with other international postal 
operators. 
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5.0 Background 
 
On 1st November 2003 Guernsey Post submitted to the OUR its tariff application for 
increases with effect from 1st June 2004. 
 
In the course of managing the subsequent Information Requests that were received 
from the OUR as a result of its work analysing and reviewing the data supplied, it 
became increasingly clear that the review of the USO and reserved postal services 
that was referred to above within OUR 01/17 was urgently required. 
 
Guernsey Post therefore submitted a document to the OUR10 which discussed the 
following issues: 
 
♦ 

♦ 

♦ 

♦ 

                                                

Guernsey Post’s understanding of what was within the USO and reserved area 
(reserved postal services); 
Guernsey Post’s understanding of the guidance that the States had given the 
shareholder (now the Treasury and Resources Department) in setting financial 
targets for the Company for the reserved and non-reserved postal services;  
a demonstration that the reserved postal services would not be achieving their 
objective of providing an exclusive operating environment to fund the 
maintenance of the USO as: 

 
-   the reserved postal services revenue would not cover the cost of the 

USO even if Guernsey Post realised its planned efficiency levels and its 
proposed tariff increases11; 

 
-   nor would the reserved postal services generate funding either to 

maintain and develop the postal infrastructure for the island or to 
provide the rate of return implicit in the States guidance; 

 
an assessment that in the short-term the current formula for identifying the level 
of the reserved postal services needed to be maintained at its current 5x60g 
postal rate from Guernsey to the UK, or even increased. 

 
The OUR, in its letter to the Company of 23rd February 2004, explained that this 
argument had to be reviewed in more detail and would be subject to public 
consultation independent of the 2004 tariff process. 
 
On 1st April 2004, the OUR wrote to Guernsey Post to outline the work it required in 
order that the OUR could consider the scope of the USO and its funding through 
reserved postal services12. 
 
In this regard, the OUR considered it necessary for Guernsey Post to consider the 
appropriate quality of service and specification of the USO within the Bailiwick 
reflecting the company’s changed market environment and in particular, the impact of 
the new commercial contract between it and Royal Mail13.  The particular objectives 
were: 
 

 
10 Document submitted 18th February 2004 
11 full financial details on the company’s operating costs etc were submitted in confidence in support of 
its tariff application 
12 As referred would be required in OUR01/17 
13 OUR guidance note of 1st April 2004 
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♦ 

♦ 

♦ 

                                                

Guernsey Post to assess the cost implications of a limited number of strategic 
postal options to inform OUR’s consideration of the definition of reserved area 
(reserved postal services) and the cost of Guernsey Post’s universal service. 

 
Guernsey Post to consult with key customers and identify their preferences and 
views on the scenarios identified. 

 
Guernsey Post to propose to key stakeholders its preferred strategy taking into 
account cost implications of each scenario and customers’ preferences. 

 
The document was submitted on 14th November 2004 and indicated that as time was 
already limited, for the purposes of the 2006 price control the existing USO would be 
referenced. 
 
The OUR utilised the 2004 document to develop eight scenarios that it presented to 
Guernsey Post in January 200614 for urgent analysis to inform its USO consultation 
programmed for February 2006. 
 
 
6.0 Review of the scenarios presented by the OUR  
 
The OUR’s original eight scenarios were reduced to seven in its consultation 
document OUR 06/06, and are: 
 

a) Reducing standard deliveries and collections from 6 days to 5 days per week; 
 
b) 5 day deliveries for St Peter Port rounds and alternate day deliveries for rural 

areas; 
 

c) Eliminating circa 100 roadside collection boxes from Guernsey based on 
criteria of current usage after any H&S considerations;  

 
d) Removing circa 70 roadside collection boxes from Guernsey based on criteria 

of current usage after any H&S considerations;  
 

e) Reducing Guernsey’s retail (ie: manned postal access points) outlets to five 
locations  

 
f) Reducing Guernsey’s retail (ie: manned postal access points) outlets to three 

locations and providing mobile post office service across Guernsey;  
 

g) Retain the existing service standards and retail network. 
 

 
Guernsey Post has analysed scenarios (a) to (f) and provided the following 
information in a confidential annex to the OUR: 
 

• A detailed description of the changes required in the company’s on-going 
operations.  This needs to be at a sufficient level of detail to enable the 
potential annual cost savings to be quantified in monetary terms; 

 

 
14 Letter dated 6th January 2006 
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• An estimate of the annual cost saving associated with the company’s on-
going operations (this was supported by an excel spreadsheet containing  

• A description of any preliminary actions that need to be undertaken in order to 
implement the changes; 

 
• An estimate of the preliminary implementation costs (as above this should be 

provided in a supporting excel spreadsheet);  
 

• A qualitative description of the impact of the proposed changes specified by 
the OUR on customers and quality of service;  

 
• An estimate of the time needed to implement changes; and 

 
• Any risks that such a change may make to terms expected for Universal 

Postal union (UPU) service provision i.e. will Royal Mail expect a reduction in 
delivery charge as not UPU standard service. 

 
The analysis of each option was provided in the confidential annex supported by an 
excel spreadsheet containing the underlying assumptions and inputs from which the 
annual savings were derived.  At this stage, it should also be made clear that the 
Company’s shareholder may also require a share of the savings from the introduction 
of change because it will be reflected in the value of its shareholding. 
 
The analysis of business risk has been limited.  Concern centres on the reaction of 
Royal Mail (RM) to a reduction in service to its mail.   Yet to be quantified is the risk 
strategically to Guernsey Post of reducing its services, which would encourage other 
operators and then threaten the viability of Guernsey Post and the remaining USO 
obligations it services. 
 
The final, and immediate, threat if radical postal service change is required will be the 
lost opportunity cost to Guernsey Post with regard to development.  Its managers will 
have to concentrate their efforts on meeting the implementation of change to ensure 
cost savings are achieved as scheduled to secure the viability of the Company and 
the USO.  This reduces, and may even remove, the opportunity to cost-effectively 
continue with service improvements, product development and enhancements, and 
strategic planning.  This is an unhealthy position, indeed a retrograde step, for the 
Bailiwick’s postal operator. 
 
 
7.0 Conclusion 
 
This document has drawn together the legislation and background to the current 
USO and previous work on its review to inform the reader when considering the 
analysis on the new scenarios required by the OUR.  It has identified the costs, 
implementation timeframes, and impact for customers on the scenarios but has been 
unable to present clear evidence of the anticipated risk of any of these changes to 
the business. 
 
Guernsey Post itself does not support changes to the postal service standards and 
advocates changes only to the specification of retail provision through the USO, 
stating the minimum provision to reflect the States planning guidelines and the 2 mile 
radius of its Customer Charter.  Some small changes on the provision of services for 
vulnerable users and forces serving overseas might be considered worthy of a social 
obligation.   
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The constitutional position of Sark and its relationship with Guernsey differs also to 
the other islands and should also be noted in consideration of the USO.  Guernsey 
Post does not, however, recommend significant change in this regard.  
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