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Executive Summary

1. The Post Office Agents Association Limited (POAAL) welcomes the government initiatives contained in the Postal Services Legislation Bill currently before the Parliament, especially those that make the operation of Australia Post more accountable and transparent to its customers and the Australian community. 

2. Our organisation represents the nearly 3,000 small business owners of the Licensed Post Office network that comprises approximately 80% of the retail network of Australia Post. Our members are also drawn from the 6,000 mail contractors that deliver mail and parcels to Australia Post customers. (Further information on the background of our organisation may be found at the attachment to this submission or on our web-site www.poaal.com.au)

3. Within this general context however, our organisation does have some concerns that there are no unintended and adverse consequences arising from this initiative and that the principles of reform are properly observed in their implementation.

4. Our principal issues with the legislation are set out in the following submission. A summary of the matters to be addressed is as follows.

a) That any additional costs associated with the implementation of new accounting methods required by the ACCC are met by Australia Post and do not result in: - 

· reduced commissions for the small business owners of Licensed Post Offices or Community Postal/Mail Agents;

· a reduction in services for customers especially to those in rural communities; or 

· a reduction in products and services available through Licensed Post Offices (refer paragraph 13).

b) That any changes in the financial reporting of the Retail operations arising from any new accounting methods required by the ACCC are introduced in a manner that does not impact on the financial viability of Licensees especially those that serve rural communities (refer paragraphs 14 and 15);

c) That the government provide an assurance that the concerns expressed in a) and b) will not result from the passing of this Bill (refer paragraph 16) ;

d) That there be strict adherence to guidelines established for the use of document exchange services collecting mail to prevent unintended consequences for Licensed Post Offices and that before the legislation is passed that more is done to establish how these standards are to be set and monitored (refer paragraph 20); 

e) That the government provide an assurance that the Bill, including the introduction of the new methodology to calculate CSOs is not in preparation for the deregulation of Australia Post (refer paragraph 27);

f) That POAAL is consulted when undertaking methods of establishing Australia Post CSOs (refer paragraphs 25 to 28);

g) That it be made clear how standards for community polling are to be established and how and who will monitor this process (refer paragraph 31); 

h) That any move to increase to-the-property access for rural communities gives consideration to the financial consequences for Licensees who currently provide Post Office Boxes for these customers (refer paragraph 31); and

i) That consideration be given to a body other than the ACA as the independent review organisation for Australia Post as both bodies report to the same Minister which could give the appearance of conflict and a lack of transparency (refer paragraph 34).

Overview

5. The main elements contained in the Bill appear to be aimed at: -

a)  addressing concerns raised by competitors of Australia Post, particularly newsagents and other retail competitors, that Australia Post is unfairly competing in the market place by using its reserved services revenue to cross-subsidise its retail activities;

b) ensuring that Australia Post does not set unreasonable terms and conditions for its bulk mail service and regularises the services offered by document exchanges; and

c) ensuring effective monitoring and independent scrutiny of Australia Post’s supply of postal services and its performance in relation to its prescribed performance standards.

A.  Transparency in the area of "cross subsidisation" especially with retail products.
6. The Government says it has received complaints, particularly from newsagents, that Australia Post unfairly competes in the market place by cross-subsidising its competitive services with revenue from its reserved services.  These claims have focussed particularly on the sale of stationery products. 

7. The National Competition Council (NCC) examined this issue in 1997/98. While it found no evidence to substantiate the claims of newsagents it recommended that there be a requirement for detailed auditing and accounting information to provide for transparency of the financial relationships between different elements of AP’s business.  An appropriate amendment to give effect to the NCC’s recommendation was included in the Postal Services Legislation Amendment Bill 2000 that was withdrawn.

8. The current Bill amends the APC Act to facilitate greater accounting transparency. To do this, the Bill proposes that the Australian Competition and Consumer Commission (ACCC) be empowered to require Australia Post to keep detailed auditing and accounting information about Australia Post’s reserved services and to provide for transparency between different parts of Australia Post’s business.  This is to enable the ACCC to determine if Australia Post is cross-subsidising its competitive services from its core mail service. The ACCC may publish reports analysing the information given to it by Australia Post.

9. The three options considered were: -

· Option 1 - Accounting Transparency 

· Option 2 - Limiting Australia Post’s Retail Business

· Option 3 - Franchising Australia Post’s retail network

10. Option 1 was preferred. Options 2 and 3 would require Government intervention in what are considered to be commercial decisions of the Board of Australia Post. 

11. As Australia Post already maintains detailed accounting records, it is not expected that Option 1 will involve any significant cost implications for AP even in the event that it is required to change the format.  Implementation of this option would also appear to meet with the Government’s objectives of ensuring greater scrutiny over the activity of Australia Post’s activities generally.  While Australia Post currently determines the format of its accounting records subject to accounting standards and Government reporting requirements, in future the ACCC will need to consider whether the current format is adequate to address concerns about transparency or whether the records should be kept in a different form. 

Comments by POAAL

12. POAAL agrees that Option 1 is the most appropriate to give effect to the principle of creating transparency in the financial performance of the retail operation.

13. Any new methodology established by the ACCC and imposed on AP needs to ensure that:- 

a) any additional costs to AP resulting from these changes must be absorbed by AP, not transferred to or imposed on post office Licensees, Community Mail/Postal Agents or Mail Contractors,

b) any additional costs or reduced revenues allocated to the retail business by the ACCC methodology are not borne by the small business owners of Licensed Post Offices;  and

c) the changes implicit in the legislation do not reduce the requirement that AP core products and services must be available at all outlets in the network. 

14. In this regard POAAL has concerns that:

a) AP may attempt to impose additional costs on Licensees and/or reduce their commissions and payments in real terms over time; and 

b) AP may attempt to reduce or restrict various core products available at LPOs to reduce costs associated with distribution especially in rural locations.

15. Both of these actions would have the effect of reducing the value of the investment made by the small business owner of the Post Office Licence and in reducing the service and convenience to customers, particularly those in country areas.

16. POAAL seeks assurances from the government and Australia Post that neither of these consequences will arise as a result of the implementation of this Bill.

B. Terms and conditions for its bulk mail service

17. The Bill adds the carriage of letters from a customer of an aggregation service to the aggregator before lodgement with Australia Post under its bulk interconnection service. It also deals with the carriage of letters between customers of a document exchange service and the document exchange centre (subject to certain qualifications applying), to the exceptions to Australia Post’s reserved services. Aggregators and DX service providers commonly offer the collection of mail from their customers as part of their services. 

18. The broad objective of the amendments appears to be to enable these operations to continue, and to provide safeguards against Australia Post using its market power to impose unreasonable terms and conditions of access to its network.

19. The Bill contains a number of safeguards, which are supposed to be satisfied before the carriage of a letter between a member, and a document exchange service centre. 

Comments by POAAL

20. Many medium-sized LPOs rely on the postal business of small business customers as their “bread and butter.”  Without this business, Licensees may have to reconsider the viability of their business as a whole.

21. If this section of the Bill is passed, strict adherence to the safeguards is vital to prevent unintended and detrimental consequences for Licensees.  In this regard POAAL is of the opinion that the Bill is silent on critical issues such as:-

a) Who will be monitoring the requirements?  

b) How will it be monitored?  

c) Will it be transparent and open to public scrutiny?  

d) Will the ACA, for instance, be monitoring the service centres to ensure that there are separate receptacles at the service centre? 

C.  Independent scrutiny of Australia Post’s supply of postal services and its performance in relation to its prescribed performance standards 

22. The broad objective of the amendments appear to be to ensure that there are mechanisms in place to ensure Australia Post provides the best service possible to its customers, that the level of service is measured where appropriate and that the cost of providing CSOs is independently assessed.

23. The proposed new section 50C of the APC Act will enable standards to be prescribed relating to the processes used by Australia Post for polling communities to determine whether delivery services should be provided ‘to the property’. 

24. Currently there is no independent oversight or reporting on the general performance of Australia Post in the delivery of its services, although the Australian National Audit Office (ANAO) does monitor Australia Post’s performance in relation to prescribed performance standards.  Nor is there any independent costing of Australia Post’s community service obligations (CSOs). 
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CSO Costing

25. Currently, Australia Post carries out its own costings of the CSOs.  This may be the most accurate way, because AP knows its own products and services, however no attempt is made by AP to obtain input from its retail and mail contractors (Licensed Post Offices, CPAs and Mail Contractors) or POAAL when assessing these CSOs.   POAAL believes that a major part of AP’s CSO costs are in relation to contracted post offices and mail services. POAAL would therefore seek to have input to the assessment process where it impacts on LPOs, CPAs and mail contractors to ensure that all of the costs for CSOs are taken into account including those borne directly by POAAL members.

26. Currently the amount of CSOs appears to be used only as a bargaining point in government/AP negotiations over dividend payments and the like. The present push to establish a more accurate cost of CSOs may well be a prelude to the government’s attempts to further deregulate the organisation or to drive more productivity and dividends from the coffers of AP. This in turn will force more cost pressures onto AP and potentially change the nature of the postal industry in Australia with adverse consequences for customers and for the financial investment made by postal industry contractors. Past experience would indicate that additional costs will be transferred to APs contractors, in this case both Licensees and Mail Contractors.  This is a situation which POAAL and its members would oppose as it will adversely impact on the financial viability of these contractors and their ability to serve their local communities.

27. POAAL and its members seek the firm assurance of the Minister and Government that they have no plans for the further deregulation of Australia Post.   Part of our uneasiness stems from the government’s requirement for an independent view of Telstra CSOs by the ACA - the model suggested for the AP approach - because Telstra is deregulated and it is the government's intention to fully privatise it.

28. POAAL also seeks assurances that the costs of post office Licensees, Community Mail/Postal Agencies and Mail Contractors in performing the work, which is considered a CSO, will be taken into account and reimbursed.

Community Polling

29. If sparsely populated or isolated communities indicated under the new polling regime a desire to receive their mail at their property then a lengthy transition period must be created so that the reduction in income for the local Licensee occurs over time rather than in one adjustment. Alternatively that compensation is provided to sustain the licensed operation.  

30. As it is, Licensees, Community Agents and Mail Contractors in rural and isolated areas give far more to their customers than they are financially rewarded for – and give in other ways than just postal services.  Licensees, for instance, are often JPs, local rural fire brigade members, SES members, municipal councillors, Meals on Wheels co-ordinator and so on.  Their contributions to their communities are remarkable. Experience tells us that in many instances when Licensees are forced to leave the post office due to illness or insufficient income, no one else will take on the post office and it must close.  The community spirit and services available seriously degrade from that point.  

31. The Bill and its associated papers fail to state:-

a) who will be instrumental in setting the standards associated with polling communities, 

b) whether input will be sought from POAAL, and 

c) the likely impact on profitability and financial investment in the postal network by Licensees.  

32. The recent ten-year price “freeze” on the basic domestic postage rate had a deleterious effect on post office Licensee incomes, particularly in regional and country areas where the population and the scale of the business is small.  Reducing the foot traffic in country post offices and extending mail runs on days when there is little mail, cannot possibly be seen as economic to the private operators performing those services.

Review of Performance

33. In this Bill, the ACA is favoured over the ANAO for the broad review of Australia Post's performance. The objective being to create transparency, objectivity and an arms length review of the Australia Post operations and performance. 


34. POAAL, however, has doubts these objectives will be met in a situation where both Australia Post and the ACA report to the same Minister. For independence to be achieved there should be both the operation and the appearance of independent review which is less likely when both organisations are accountable to the one Minister.

Summary of the Bill’s Objectives

35. The papers associated with this Bill suggest that as Australia Post maintains a monopoly over the delivery of reserved letters there is not the impetus of competition to drive improvements in the delivery of its services.  In addition, there is no independent oversight or reporting on the general performance of Australia Post in the delivery of its services, although the Australian National Audit Office (ANAO) does monitor Australia Post’s performance in relation to prescribed performance standards.  Nor is there any independent costing of Australia Post’s community service obligations (CSOs).  Currently, Australia Post carries out its own costings of the CSOs.  As there are direct linkages between the extent of Australia Post’s reserved service and the cost to it of providing the CSOs, it is important that it is costed transparently, accurately and independently. 

36. One of the purposes of the Government’s 1998 reform package was to improve the quality of postal services through the promotion of increased competition in the postal sector.  As the reform measures did not eventuate, other specific measures have been drafted to drive improvements in the delivery of services provided by Australia Post. 
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37. Australia Post’s delivery standards are already high by world standards.  There could be seen to be valid reasons for extending the monitoring of mail posted and received other than the current limited monitoring through KPMG.  Monitoring could be extended to get a truer picture.

38. POAAL’s Licensee, Agency and Mail Contractor members are proud of their contributions to Australia Post’s mail delivery and retail network.  They have all invested financially in Australia Post’s business, and are concerned that their investment should not be devalued due to unintended and adverse consequences arising from this Bill. We estimate that Licensees alone have a capital investment estimated to be over $800 million.  Add to that employees, utilities, insurance, and so on, plus the investment of over 6,000 mail contractors and 500 Community Agencies – it is a heart-warming endorsement of their commitment to Australia.

39. It should be noted that many post office Licensees operate a newsagency in conjunction with their post office, and that stationery is a minor sales item in many post offices.  Any move to reduce the type or number of products sold in LPOs would be viewed most unfavourably by the 3,000 Licensees who own and operate these LPOs and reduce accessibility for towns not having a newsagent, but having an LPO.  There are far more LPOs in rural areas than there are newsagents.

40. On the face of it, we support the Bill's intentions.  However, if it is a means for the Government to covertly achieve deregulation of the postal industry it will: -

a) put at risk the investments of thousands of small business people in the postal industry, and 

b) put thousands of their employees out of work. 

41. Our opposition to the earlier Bill was largely because of very real fears of deregulation’s impact on rural and isolated areas of Australia.  Australia’s concentrated population in just a handful of large cities quite clearly means that deregulation would lead to big mail handlers cherry picking the bigger areas and leaving the scraps for Australia Post. This will have a direct adverse effect on Australia Post contractors who have worked so hard for their country and community who have made a substantial investment into their business and who provide employment opportunities.

42. The introduction of the ACCC into the Act is to be welcomed.  However, POAAL is strongly opposed to the costs of the new functions of the ACCC and ACA being passed on to post office Licensees or Mail Contractors.  Licensees and especially Mail Contractors exist on wafer thin margins, and any move to erode their meagre earnings would be un-Australian.

**********

Attachment

BACKGROUND ON THE POST OFFICE AGENTS ASSOCIATION LIMITED
Our Organisation 


The Post Office Agents Association Limited (POAAL) is the industry organisation that has a commitment to look after the business interests of the owner/operators of Licensed Post Offices, Community Mail/Postal Agencies and Australia Post Mail Contractors. 

There are almost 3000 Licensed Post Offices (LPOs) in Australia, and they form almost 80% of the retail post office network. Each is privately owned and over half of them are situated in country areas. 

POAAL was formed over 60 years ago, when owner/operators of post offices recognised that they needed the protection, support and collective strength of an association to effectively look after their needs, especially those who operate small or remotely located post offices. 

POAAL has six State Branches, each with a State Chairman and Committee. Committee members come from all parts of each State, and work in a voluntary capacity, bringing experience, dedication and loyalty to their work of assisting their colleagues. 

Branch and Area meetings are held in all parts of the country, and give Licensees and Mail Contractors the opportunity to meet, share experiences and gain information to assist in operating their business. 

Many LPOs are operated in conjunction with other business: eg newsagency, general store, and all would now sell at least some products other than postal. Licensees do not receive a salary.  They are paid by way of fees, commissions and discounts according to the volume of work performed. Licensees pay their own business costs (eg lighting, heating, staff, rent, telephone, cleaning). 

POAAL negotiated the LPO Agreement with Australia Post. This replaced the Post Office Agency arrangements, and came into operation in 1993. This followed long and arduous negotiations between POAAL and AP, but helped bring the retail sector of the postal industry into modern business practices. The LPO Agreement contains a Dispute Resolution Process, and Licensees may also avail themselves of the dispute processes under the Franchising Code of Conduct.  Australia Post, in consultation with POAAL, reviews the payments to Licensees annually. 

POAAL also regularly briefs Ministers, Shadow Ministers, Government Deparments, the ACCC, and others. 

POAAL regularly makes submissions to Government inquiries and is constantly alert to new opportunities as well as to changes that may impact on the business interests of its members. For instance, POAAL could see the value of a Franchising Code of Conduct, and had input to the development of the Code from its earliest stages. 
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A Short History of the POAAL Organisation

 
The Post Office Agents Association Limited (POAAL) started life as the Non-Official Postmasters Association in 1939. It was formed by a group of Non-Official Postmasters (ie owner/operators of non-Corporate ["official"] PMG post offices) who banded together to share information, to negotiate and talk with the PMG, and to improve the lot of themselves and their colleagues. Non-Official Postmasters and Postmistresses not only operated post offices, but a large percentage of them operated as Telephone Office-Keepers - that is, they operated a manual telephone exchange and were expected to be on call 24 hours a day, 7 days a week. 

By the time the PMG had split into Australia Post and Telecom in 1975, telephone exchanges in Australia were well on the way to becoming automatic. As a result, the number of Non-Official Postmasters and Postmistresses reduced dramatically as small post offices that were in existence mainly to supply telephone services, became uneconomic to operate when automation arrived. 

The name of the owner/operators of non-official post offices was changed to Post Office Agents to reflect the changed circumstances, and the fact that they were now agents of the principal, Australia Post. 

The Non-Official Postmasters Association became the Post Office Agents Association Limited - a company limited by guarantee. 

In early 1993, the Licensed Post Office Agreement replaced the former Post Office Agency Agreement. The LPO Agreement took almost 3 years of negotiation and discussions between Australia Post and POAAL. It was a massive undertaking for POAAL, severely extending its operational and financial resources. It required a large number of volunteers in all States to assist the National Negotiating Team. Despite constant pressure and the massive resources employed by Australia Post, the POAAL team persisted in its determination to obtain a fair and equitable agreement for Post Office Agents - one which would not only be easy to understand, but be fair, flexible, and stand the test of time. A dispute resolution process was proposed by POAAL as part of the LPO Agreement, to protect Licensees' investment, and this was eventually agreed to by Australia Post. 

GLOSSARY

POAAL
Post Office Agents Association Limited

AP

Australia Post

LPO

Licensed Post Office

CMA

Community Mail Agent/Agency

CPA

Community Postal Agent/Agency

CSO

Community Service Obligation

ACCC

Australian Competition and Consumer Commission

ACA

Australian Communication Authority

NCC

National Competition Council
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