In their paper

De Bas and Van der Lijn assess
to what extent potential business models of
entrants in the postal market, as described by
Dietl and Waller (2002) can be observed in
practice. They examine to what extent the
viability of the business models, and hence
the pattern of competition, is influenced by
the regulatory regime and assess whether it
is likely that the pattern of competition in EU
postal markets will converge over time.

In their analysis, De Bas and Van der Lijn focus their
attention on some of the main EU postal markets
(Germany, the Netherlands, Spain and the UK). These
countries have been selected because they are
relative frontrunners in the liberalisation process in the
EU and because there are marked differences in the
chosen paths to liberalise the postal markets in these
countries.

Potential business models
The paper follows the Dietl and Waller typology of
seven potential business models of entrants in EU
postal markets:

Local mail services

Networked local mail services

Document exchanges

Mass mail provider

Spot operator

Consolidator

National full-service provider

Activities in niche markets as possible stand alone

strategy.
De Bas and Van der Lijn go on to describe these
models.

Regulatory framework

Subsequently De Bas and Van der Lijn describe the
development of the regulatory framework and the
development of competition in Germany, the
Netherlands, Spain and the UK, focussing on those
aspects with the largest impact on the development of
competition: the reserved area and network access
arrangements, the VAT regime, and the mandate of
the regulator.

Conclusions

Developments within the postal markets in Germany,
the Netherlands, Spain and the UK show that there is
a clear interaction between the developments in the
regulatory environment and the development of
competition. The business models of the entrants are
to a large extent based on the possibilities that are on
offer in the regulatory framework in these respective
countries.

Competitor postal operators have pursued various
strategies and apply different business models to
realise their strategies. All these different business
models have in common that they differ markedly from
the business model of the national postal operator and
that the size of the networks that they have developed
is substantially smaller than the network of the national
postal operators. In none of the countries that we have
investigated, are entrants following a full-service
strategy.

Whether or not entrants build an E2E delivery network
seems to depend on the access regime. In this
respect, the actual terms and conditions for access
seem to be more important than whether or not access
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has been regulated. The access prices in the
Netherlands and Spain are negotiated or, in the case
of Germany, regulated at a retail-minus basis, and are
much less favourable in the UK, where they have been
negotiated but reflect the underlying cost structure of
Royal Mail.15 Moreover, many practical problems
have made access unattractive for entrants in
Germany, the Netherlands and Spain.

The market shares of E2E competitors, and in
particular of E2E competitors focusing on

B2C mail, have grown substantially in Germany, the
Netherlands and Spain reaching an estimated
market share of 8-12% in addressed mail delivery in
2006. This growth in market share has taken

place despite the fact that part of the addressed mail
market is reserved for the incumbent and that,

in particular in Germany and the Netherlands,
competitors have to compete with very large and
efficient incumbents.

Convergence of business models?

Given the dynamics it seems that, at least in Germany,
the Netherlands and Spain, some convergence of the
business models applied by competitors is to be
expected once these postal markets will have been
fully liberalised. Competition will mainly arise from a
small number of competitors with nationwide delivery
networks focusing on B2C mail streams. The business
model is likely to resemble a mass mail services
provider making use of cooperation agreements with
local and regional mail delivers to a smaller or larger
extent. Moreover, the services provided will not be
restricted to computerised pre-sorted bulk mailings,
but will include smaller unsorted mail batches as well.

In addition to these competitors, consolidators will be
able to gain in importance once they will have a choice
between a small number of E2E competitors rather
than having to deal with an incumbent-monopolist
only. Dependent on the local situation and the chosen
liberalisation path, also a variety of local operators and
niche services providers will be active on the market.
Spot operators and full service providers seem less
likely to emerge in a liberalised market.
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According to the authors, it is most likely that the
chosen access regime will have a dominant impact on
the pattern of competition in the UK. Rather than
acting as a launch path to E2E competition, it seems
more likely that competitors will continue to use a
business model based on an access agreement with
Royal Mail for final mile delivery. As observed in
section 3, the low access prices, other access
conditions (in particular the penalties for not meeting
the national geographic profile) and the VAT
exemption of Royal Mail are favouring access
competition over E2E competition. Having said this, it
may prove possible for TNT Post (or another
competitor) to establish a competing E2E delivery
network with a business model resembling the
business model of the main competitors in the other
countries discussed, but this competitor has to
compete in an environment that in a number of
aspects significantly differs from the environment in
Germany, the Netherlands or Spain.
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