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1. Inleiding

2. De wet van 26 januari 2018 betreffende de postdiensten en het Koninklijk Besluit (verder:
‘het KB") van 20 december 2018 aangaande de berekening van de nettokosten, die het
huidige wettelijke kader vormen, bepalen dat bpost, sinds 1 januari 2019 (vanaf de
berekening voor 2018), verplicht is om jaarlijks de nettokostenberekening met betrekking
tot de universele dienstverlening ("USO’ oftewel "universal service obligation" in het Engels)
uit te voeren, en dat het BIPT de taak heeft om de berekening te verifi€éren. Bij gebrek aan
een nettokostenaanvraag van bpost heeft het BIPT een prospectief economisch onderzoek
uitgevoerd over een periode van zes jaar, waarbij regelmatig van gedachten werd
gewisseld met bpost en een beroep werd gedaan op de diensten van een
consultancybureau met expertise ter zake. Het KB bepaalt verder dat niet alleen de (kosten
en opbrengsten van de) ‘US’ (“universal service” in het Engels) in aanmerking moeten
worden genomen, maar ook de voordelen die niet rechtstreeks meetbaar zijn door de
aangewezen aanbieder, de zogenaamde immateriéle en marktvoordelen (‘'IMV’). Deze
moeten worden gekwantificeerd en afgetrokken van de berekende kosten van de US. In
deze context heeft het BIPT WIK Consult de opdracht gegeven een studie aangaande de
immateriéle en marktvoordelen van de Belgische leverancier van de universele postdienst
uit te voeren.
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2. Retroacten

3. Op basis van de nieuwe postwet en anticiperend op het KB (op dat moment in opmaak)
besloot het BIPT reeds anno 2018 een grondige studie omtrent de immateriéle voordelen
aan te vatten. Begin 2018 werd WIK aangeduid om een uitgebreide studie naar de
immateriéle voordelen te maken, deze opdracht bestond uit:

3.1 Een volledige literatuurstudie ;
3.2. De relevante IMV die bpost geniet te identificeren;
3.3. Deze IMV te kwantificeren.
4, Tussentijds werd bpost via meetings op het BIPT reeds op de hoogte gebracht van de

gehanteerde methodologie en de (geschatte) bekomen resultaten. De studie werd
vervolgens, op 24 juli 2019, overgemaakt aan bpost zodat zij eventuele bemerkingen
konden maken. Bpost heeft op 3 oktober 2019 geantwoord met opmerkingen,
preciseringen en extra informatie, enerzijds aangaande methodologie en anderzijds
aangaande een update van de gebruikte cijfers. Alvorens bpost zijn update van de data
zou overmaken, had bpost laten weten dat het eerst de visie van het BIPT aangaande de
opmerkingen wenste te aanhoren. Een meeting te dien einde vond plaats op 9 maart 2020.
Bpost werd op deze meeting bijgestaan door consultant CRA, voor BIPT was ook WIK
aanwezig. Vervolgens ontving het BIPT op 20 maart 2020 de schriftelijke opmerkingen van
CRA. Deze commentaren hadden met name betrekking op de delen ‘enhanced corporate
reputation’ en ‘bargaining power due to USO'.

5. Er werd door de Raad van het BIPT besloten om een grondig antwoord te bieden op deze
commentaren. Daarom werd vervolgens de volgende opdracht uitgeschreven:

5.1. Samenvatting door WIK: een samenvatting met een beschrijving van de
gevonden voordelen, zonder in detail te treden over hun waardering. Hierdoor
zou er een niet-vertrouwelijke mededeling naar de buitenwereld over deze studie
kunnen plaatsvinden;

5.2. Nazicht door WIK van de immateriéle voordelen die werden bepaald door bpost
in hun nettokostenberekening 2018;
5.3. Finaal rapport door WIK: update en finalisatie van het volledige rapport inclusief

waardering van de voordelen.

6. Tegelijk, samenlopend met de studie immateriéle voordelen, werd Analysys Mason
aangesteld voor de verificatie van de nettokosten voor 2018. Na ontvangst van de
berekening van bpost op 22 september 2020 startte Analysys Mason zijn analyse samen
met de postale dienst van het BIPT. Na een tussentijds verslag van Analysys Mason en
daaropvolgende ontvangen commentaren van bpost, konden de consultants van het BIPT
hun werk finaliseren met overgemaakte rapporten aan bpost op 6 juli 2021.

7. Op vraag van bpost, werd er vervolgens -na hun finale bemerkingen van 15 april 2022
(aangaande zowel de studie van Analysys Mason met betrekking tot de nettokosten als de
studie van WIK aangaande de immateriéle voordelen)- gewerkt aan een overkoepelende
analyse van het BIPT die de standpunten van Analysys Mason, WIK en bpost samenbrengt,
wikt en weegt. In maart 2024 werd aan WIK gevraagd om haar samenvatting te
actualiseren door de meest recente besluiten van de Europese Commissie op het gebied
van staatssteun erin op te nemen. Hierdoor kon het samenvattende verslag de meest
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recente ontwikkelingen in de jurisprudentie aangaande dit onderwerp weerspiegelen met
het oog op publicatie.

In bijlage bevindt zich dan ook de niet-vertrouwelijke versie van de samenvatting van WIK
inzake immateriéle en marktvoordelen. Dit rapport bespreekt niet enkel de voordelen die
als relevant werden bestempeld maar bevat ook de vooropgestelde methodologie voor de
waardering van deze voordelen.
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3. Inhoud van de studie uitgevoerd door WIK Consult

9. Uit een uitgebreid literatuuronderzoek heeft WIK vijf belangrijke voordelen voor bpost
geidentificeerd die voortvloeien uit de uitvoering van de USO:

- Vrijstelling van btw: De USO zorgt ervoor dat bpost niet belast wordt met het aanrekenen
van btw op de diensten binnen dit kader, wat een financieel voordeel kan opleveren.

- Verbeterde bedrijfsreputatie (‘enhanced corporate reputation”): Het aanbieden van een
universele dienst draagt bij aan een positief imago van bpost als betrouwbare en
maatschappelijk betrokken aanbieder van (post)diensten.

- Reclamevoordeel (‘enhanced advertising’): Door de brede toegang en zichtbaarheid kan
bpost effectiever adverteren dan concurrenten.

- Vereenvoudigde douaneprocedures: Dankzij haar positie heeft bpost voordelen bij
grensoverschrijdende verzendingen en douaneformaliteiten.

- Sterkere onderhandelingspositie: Als uitvoerder van de USO heeft bpost een verbeterde
positie bij het onderhandelen met andere partijen waaronder met name de Belgische Staat.

10. Deze voordelen werden door WIK Consult geanalyseerd en voorzien van een methodologie ter
kwantificering om op die wijze hun waarde nauwkeurig vast te stellen en te verrekenen in de
nettokosten van de USO. Dit proces helpt om een eerlijke balans te vinden tussen kosten en
baten van de universele dienstverlening.

3.1. btw-vrijstelling

11. Volgens de Belgische belastingwetgeving is bpost vrijgesteld van de btw voor zijn diensten in
het kader van de USO, terwijl concurrenten van bpost niet van een dergelijke vrijstelling kunnen
genieten. Deze vrijstelling biedt bpost bijkomende flexibiliteit bij het bepalen van de tarieven,
vooral voor particuliere klanten en kleine bedrijven die de btw niet kunnen terugvorderen. Het
moet echter worden opgemerkt dat bpost de btw die het zelf betaalt op de aankopen voor de
benodigde diensten en goederen om de USO-diensten te leveren, niet kan recupereren.

3.2. Verbeterde bedrijfsreputatie

12. Onderzoek toont aan dat bedrijven vaak financieel voordeel halen wanneer ze worden gezien als
zorgzaam voor hun belanghebbenden. Dit geldt in het bijzonder voor postale universele
dienstverleners, wiens reputatie nauw verbonden is met hun rol in het waarborgen van de
beschikbaarheid en kwaliteit van diensten. Een verbeterde reputatie kan leiden tot klantloyaliteit
en voorkeur, wat ook commercieel/financieel voordelig is voor het bedrijf.
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3.3. Reclamevoordeel

13. In de literatuur wordt versterkte reclame gezien als een waarschijnlijk voordeel voor een
universele dienstverlener vanwege de grotere zichtbaarheid door de landelijke duidelijke
aanwezigheid in het straatbeeld en dagelijks transport en leveringen (maandag tot vrijdag). Deze
zichtbaarheid ontstaat door de blootstelling aan logo’s en boodschappen op voertuigen,
werknemers en faciliteiten. Als de operator geen universele dienstverlener meer zou zijn, kan dit
effect afnemen. Om de waarde van deze versterkte zichtbaarheid te bepalen, moet ook hier de
feitelijke situatie (waar de operator de USO uitvoert) worden vergeleken met een tegenfeitelijke
situatie (waar de operator deze verplichting niet heeft).

3.4. Vereenvoudigde douaneprocedures onder de UPU-Conventie

14. Bpost, als Belgische ‘incumbent’ postoperator en universele dienstverlener, is ook het UPU-
vertegenwoordiger van het land. Door de UPU-Conventie behandelt bpost inkomende en
uitgaande postzendingen met met name kleine pakketten. Deze zendingen werden traditioneel
vergezeld door papieren douaneformulieren (CN 22 en CN 23). Bpost geniet van vereenvoudigde
douaneprocedures voor inkomende pakketten uit niet-EU landen en omgekeerd voor de
uitgaande zendingen.

3.5. Versterkte onderhandelingspositie met de Staat

15. De term "versterkte onderhandelingspositie" wordt gebruikt om de voordelen te beschrijven die
een bedrijf heeft ten opzichte van de overheid. In dit geval betreft het echter de voordelen die
bpost geniet vanwege de nauwe relatie met de Belgische Staat. De Staat heeft de USO opgelegd
aan bpost, wat leidt tot acties van de overheid die bpost ten goede komen. Twee voorbeelden
hiervan zijn de licentievoorwaarden die in het verleden voor concurrenten wettelijk zijn opgelegd
en de staatsgarantie op leningen die bpost heeft afgesloten.

3.6. Het belang van de voordelen

16. In dit gedeelte wordt een indicatieve rangschikking gepresenteerd van de immateriéle voordelen
die bpost geniet door de USO, op basis van de waarschijnlijke financiéle impact (die voor elke
jaarlijkse nettokostenberekening dient te worden bepaald). In verschillende staatsteunzaken in
andere landen (Griekenland, Spanje, Polen, Itali€) zijn aanzienlijke immateriéle voordelen
vastgesteld, variérend van 1% tot 4,7% van de USO-omzet. Voor bpost wordt geacht dat de
meest significante voordelen de volgende zijn: de nauwe relatie met de Staat, de verbeterde
reputatie, de btw-vrijstelling, het reclamevoordeel en tot slot de vereenvoudigde
douaneprocedures.

- Nauwe relatie met de Staat: Het belangrijkste voordeel komt voort uit de invlioed die bpost
heeft op overheidsbeleid vanwege de USO.
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- Verbeterde bedrijfreputatie: Als universele dienstverlener geniet bpost van aanzienlijke
voordelen op het gebied van merkwaarde en reputatie, wat de noodzaak én kosten voor
advertenties en publiciteit verlaagt.

- Btw-vrijstelling: De btw-vrijstelling leidt tot meer flexibiliteit met betrekking tot de
prijszetting, met desgewenst een focus op het aantrekken van volume of het nastreven van
extra marge.

- Reclamevoordeel: De versterkte bedrijfsreputatie biedt bpost mogelijk extra
reclamevoordelen, gezien de brede territoriale dekking en zichtbaarheid van de universele
dienstverlener.

- Vereenvoudigde douaneprocedures: Bpost geniet van vereenvoudigde douaneprocedures
voor inkomende pakketten uit niet-EU landen en omgekeerd voor de uitgaande zendingen.
Dit voordeel kan variéren in de tijd afhankelijk van de effecten van digitalisering (versus
papieren douaneformulieren) van UPU-stromen en de veranderingen in de btw-regels.

Bernardo Herman Peggy Valcke
Lid van de Raad Lid van de Raad
Stefaan Vyverman Michel Van Bellinghen
Lid van de Raad Voorzitter van de Raad
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1 Introduction

Based on a management contract with the Belgian government! the historical postal
operator, bpost, fulfils the universal service obligation (USQO) in Belgium. In recent history,
the Postal Law of 21 March 1991 described that the regulatory authority, the Belgium
Institute for Postal services and Telecommunication services (BIPT), should verify the net
cost calculation related to the USQ, in case bpost claims compensation for fulfilling the
USO and or filed a calculation thereof. The Postal Law of 26 January 2018 and the Royal
Decree (2018)2, being the current legal framework, determined clearly that, from the
calculation for 2018 onwards, bpost is obliged to annually perform the net cost calculation
regarding the USO, and that the BIPT is assigned the task of verifying the calculation.
The Royal Decree further states that not only costs and revenues of the USO and non-
USO products must be considered, but also the benefits not directly measurable by the
designated Universal Service Provider (USP) — it explicitly mentions more efficient
advertising and a better corporate image. These so-called intangible and market benefits
should be quantified and deducted from the calculated USO costs.

Bpost has never claimed compensation and filed in September 2020, its first net cost
calculation for the year 2018 including a statement regarding the valuation of intangible
benefits linked to the USO. The BIPT performed previously, on its own initiative, an annual
net cost calculation merely to monitor the evolution of USO net cost. In 2014, the BIPT
published3 a methodology for this calculation, that was developed by TERA Consultants
(TERA).# Basically, in this methodology, the costs and revenues of the factual situation
are compared with a counterfactual scenario (in which bpost does not fulfil the USO),
where the difference is considered to be the net cost of the USO.

In 2021, WIK-Consult (WIK) carried out an update of the literature review conducted by
TERA Consultants in 2014. The results of this review determined the theoretically
possible intangible and market benefits of a postal USP. This formed the basis for
reviewing the actual relevant benefits for bpost as the designated USP in Belgium. All of
this information was captured in condensed format in the Summary Report. In a separate
internal report, WIK discussed possible calculation methods to quantify the relevant
intangible benefits for bpost. For 2024, the BIPT has planned the publication of the earlier
produced Summary Report, after its own overarching analysis based on the WIK report,
the Analysys Mason net cost analysis, the net cost calculation and many inputs received
from bpost. . In this context, the BIPT has requested WIK to update the 2021 Summary

1 Currently as a specific management contract regarding the universal service that runs until the end of
2023.

2 Royal Decree of 20 December 2018 on the calculation of the net cost of the universal service obligations
of the universal postal service provider

3 BIPT (2014).

4 TERA Consultants (2014). In the following there will be quite a number of references to this study and
the model described in it. In order not to clutter the text we will in the following refer to this study mostly
as TERA, TERA (2014) or the TERA study and to its model as the TERA model.
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Report with the most recent and relevant State Aid cases in the European Union
containing discussions on immaterial / intangible benefits of the postal USP.

This project is the continuation of earlier work that WIK had done for the BIPT in 2018/19,
which so far resulted in a draft report. That draft report presented methods regarding the
calculation of immaterial and market benefits of a postal USP and an actual determination
of such benefits for bpost. Several consultation rounds with bpost have taken place in this
time frame. In its general comments to WIK's draft report, bpost had taken strong issue
with WIK's results and subsequently submitted its own evaluation of the benefits that
bpost may — or may not — derive from its role as postal USP in Belgium. The results of
this evaluation strongly differed from those obtained by WIK. The BIPT decided to update
the earlier WIK draft study and integrate a review of bpost’s objections into the planned
Summary and the internal report (including a detailed calculation for a given year i.e.
2018). Furthermore, this extra round of studies made it possible to use currently available
information as well as take into account other developments that occurred in postal
markets following the initial assignment of WIK. The present Summary Report thus brings
together the current state of the study and analysis of intangible benefits by WIK that can
be further evolved, adapted or deepened in upcoming exercises in the calculation and
verification of the net cost of the universal service and the intangible benefits associated
with it. Bpost was offered the opportunity to provide comments on this Summary Report,
to which it responded in writing on 9 July 2021. A meeting was also held with bpost on 31
August 2021 to clarify their comments to ensure consideration.

The report is organised as follows. Chapter 2 consists of the review of the literature and
contains a table listing each of the aspects that have been listed as a potential benefit of
the postal USO in at least one of the listed studies/documents. Chapter 3 provides an
analysis of the benefits that were identified in Chapter 2 as probably constituting a benefit
for bpost due to the USO. In this Summary Report, we state whether such benefits exist
or not; we however do not attempt to specify amounts.
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2 Potential benefits due to the postal USO - Literature review and
initial assessment

2.1 Introduction and preliminary observations

The objective of the literature review is to update and complete the corresponding
discussion in the report prepared by TERA for the BIPT in 2014.5 The result is a listing of
all aspects that have been mentioned as a candidate for a benefit of the USO in at least
one of the studies/documents reviewed. The listing comprises altogether 25 aspects of
which many, after review, are not currently considered a benefit or an important benefit
for bpost. Nevertheless, to provide an overview over the scope of the subject, all
mentioned aspects are listed. Those aspects deemed relevant for bpost are analyzed in
detail in Chapter 3.

2.2 Thereviewed literature and list of potential benefits

The following documents have been found in the public domain and have been used for
the literature update (in chronological order). We have also reviewed State Aid cases up
till now in relation to possible immaterial benefits due to the USP role.

o WIK-Consult (2008): Methodology for calculating the net cost of PTC’s universal
service obligation (USO) and the definition of an “excessive burden”. Report prepared
for ANACOM, Bad Honnef, 16 July 2008.This study was in part the basis for Anacom's
decisions in 2014 on the USO regarding the postal services.

¢ Copenhagen Economics (2008): What is the cost of Post Denmark's universal service
obligation? Study for the Danish Chamber of Commerce.

o WIK-Consult (2009): Definition, classification and methodology for evaluating
intangible benefits related to universal postal service. Study for ARCEP. Bad Honnef,
3 December 2009, published by ARCEP 31 May 2010.

e Frontier Economics (2012): Study on the principles used to calculate the net costs of
the postal USO, December 2012. Study for the EC, addressed to EU Member States.

e Comreg (2013): Response to Consultation and ComReg’s determination on the form
and manner of any net cost request by the universal postal service provider under
Section 35 of the 2011 Act. Dublin, 25 July 2013.

e European Regulators Group for Postal Services (ERGP 2014): Report on the outcome
of the ERGP public consultation on the evolution of the Universal Service Obligation.

e Anacom (2014): Decision on the methodology for calculating the net cost of the
universal postal service (CLSU), Lisbon, 14 February 2014.

5 TERA (2014). The first round of literature review took place until mid 2019. The second round for this
summary report reviewed the available literature up to December 2020. State Aid cases were updated
in March/April 2024.



Summary Report on the Benefits of the Postal Universal Service Provider CONSULT

TERA Consultants (2014) : Vérification du calcul du colt net du service universel
postal en Belgique. Study for IBPT, confidential version. Paris, January 2014.

European Commission (EC 2014a): Commission Decision on State Aid SA.36512
(2014/NN) — France - Measures to compensate La Poste for its regional development,
press transport and distribution responsibilities. Brussels, 26 May 2014, C(2014) 3164
final.

European Commission (EC 2014b): Letter with subject: State Aid SA.35608 (2014/C)
(ex 2014/N) — Greece Hellenic Post (ELTA) - Compensation for the financing of the
universal postal service. Brussels, 1 August 2014. C(2014) 5436 final.

European Commission (2015a): Commission Decision on State Aid SA.38869
(2014/N) — Poland. Compensation of Poczta Polska for the net cost of USO 2013-
2015. Brussels, 26 November 2015. C(2015) 8236 final.

European Commission (2015b): Commission Decision on State Aid SA.43243
(2015/N),Italy, State compensations granted to Poste Italiane SpA for the delivery of
the universal postal service over the periods 2012-2015 and 2016-2019. Brussels, 4
December 2015, C(2015) 8545 final. Contains a discussion of AGCOM's approach to
intangible benefits.

AGCOM (2017): Section regarding intangible and commercial advantages, excerpt
from: Delibera 298/17/CONS — Servizio postale universale: Analisi e applicabilita del
meccanismo di ripartizione e valutazione dell'eventuale costo netto per gli anni 2013
e 2014. Translation of the part regarding the postal USO from the Italian language
decision by AGCOM.

Copenhagen Economics (CE 2018a): Report on USO net costs in Iceland. This report
was commissioned by the universal service supplier Iceland Post, rejecting all but one
of the mentioned candidates for intangible benefits.

BIPT (2018b) : Liste des privileges (« special rights ») de bpost. Internal document by
BIPT of possible intangible and market benefits.

European Commission (2018a): Commission Decision on State Aid SA.47293
(2017/N) Czech Republic - State compensations granted to Czech Post for the
provision of the Data Boxes Information System over the period 2018-2022. Brussels,
2 February 2018. C(2018) 561 final.

European Commission (2018b): Commission Decision on State Aid SA.45281
(2017/N) and State Aid SA.44859 (2016/FC) — Czech Republic - State compensations
granted to Czech Post for the provision of the universal postal service over the period
2013-2017. Brussels, 19 February 2018. C(2018) 753 final.

European Commission (2018c): Commission Decision on State Aid SA.47707
(2018/N) — State compensations granted to PostNord for the provision of the universal
postal service — Denmark. Brussels, 28 May 2018. C(2018) 3169 final.
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e European Commission (2018d): Commission Decision of 10 July 2018 on the
measures SA.37977 (2016/C) (ex 2016/NN) implemented by Spain for Sociedad
Estatal de Correos y Telégrafos, S.A. Brussels, 10 July 2018. C(2018) 4233 final.

e European Commission (2018e): Commission Decision on State Aid SA.49469
(2018/N) — France. Compensation for the regional development mission for La Poste
for the period 2018-2022. Brussels, 6 April 2018, C(2018) 1937 final.

e European Commission (2020a): Commission Decision on State Aid SA.55270
(2020/N), Italy. State compensations granted to Poste Italiane SpA for the delivery of
the universal postal service for the period 2020-2024. Brussels, 1 December 2020,
C(2020) 8340 final.

e European Commission (2020b): Commission Decision on State Aid SA.50872
(2020/NN) — Spain USO compensation to Correos, 2011-2020. Brussels, 14 May
2020, C(2020) 3108 final.

o European Commission (2021): Letter with subject: State Aid SA.57991 (2021/C) (ex
2021/NN) — Denmark USO compensation for Post Danmark 2020. State aid SA.55918
(2020/FC) — Denmark Alleged State aid for Post Danmark for USO in 2020. Brussels,
23 July 2021. C(2021) 5366 final.

e European Commission (2022a): Commission Decision of 25 July 2022 on the State
Aid S.A.55208 (2020/C) (ex 2022/NN) implemented by Czechia for Czech Post.
Brussels, 25.7.2022, C(2022) 5136 final.

e European Commission (2022b): Commission Decision of 10 August 2022 on the State
Aid SA.57991 - 2021/C (ex 2021/NN) implemented by Denmark for USO
compensation to Post Danmark A/S for 2020. Brussels, 10 August 2022. C(2022) 5706
final.

e European Commission (2023): Letter with subject: State aid SA.100746 (2023/NN) —
France. State aid to La Poste in return for universal postal service for the years 2021
— 2025. Brussels, 7 December 2023. C(2023) 8708 final.

Table 1 below shows the 25 possible immaterial benefits associated with the USO in
reports made by or for postal regulators.6 Separately, in Table 2, we have listed the
associated immaterial benefits related to the USO in the context of State Aid cases for
the European Commission.

The possible benefits in Table 1 are listed in descending order of the number of
studies/documents in which they have been mentioned. For example, the value added
tax (VAT) exemption is listed first, as it appeared in each of the studies/documents
reviewed. Note that when one of the studies/documents mentions a particular aspect, this
does not necessarily mean that we considered it a potential benefit relevant to the Belgian
situation at that point in time. Neither is the number of studies/documents in which a

6 with one exception in 2008 for the Portugese telecom regulator to mark the start of any publication on the
topic.
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particular aspect is mentioned an indication of its actual relevance, as our initial
assessment in Section 2.3 will show.

As the statements in two related documents [WIK (2008)/Anacom (2014) and EC
(2015a)/AGCOM (2017)] are based on the same analysis, the statements from these
documents are listed in the same column.

Table 1:  Potential benefits associated with the postal USO in the literature

WIK ECre EC

2008 & WIK Fronter Comreg ERGP TERA Polish  2015b & CE 2018 BIPT

Proposed benefit Anacom 2009 2012 2013 2014 2014  NRA  Agcom 2018
2014 2015a 2017

Value added tax exemption X X

Enhancement of corporate
reputation and brand value

Ubiquity X X

Enhanced advertising effect X

Simplifications regarding
customs regulations

Exemption from certain traffic
regulations

x
x
x
x
x
x

Demand complementarities

Recipient database

Life cycle effects

Ownership of post office boxes

X | X | X | X
x

Better bargaining position

X | X | X[ X[ X|X|X
X | X | X[ X|X|X|X
X | X | X[ X|X|X|X
X | X | X[ X[ X|X|X

|
|
|
Privileges in the philately market | X ‘
|
|
|
|
|
|

X | X | X | X

Economies of scale/scope

Low transaction costs due to a
uniform price

Exclusive rights, in particular
reserved area

Interest profit due to prepaid
postage

Exemption from transport
licenses

Tax abatement ‘ X X

Press subsidies ‘ X X

Dominant market position along
with strategic advantages

Other benefits accorded to the
postal operator

Logistical typology X X

Privileged access to terminal
dues of foreign postal operators

Detailed knowledge of the
market

Exemption from fees for
licenses / authorizations to be X
active as postal service provider

Source: WIK-Consult
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In Table 2, we have listed the associated immaterial benefits related to the USO in the
context of State Aid cases for the European Commission. The essential question in these
State Aid cases is whether provided State Aid has been legal according the European
framework on public compensation for services of general economic interest (SGEI).”

For the practical purpose of calculation and therefore based on the availability of data,
these State Aid cases estimate the most obvious immaterial benefits such as value added
tax (VAT) exemption and in some cases enhanced brand value, enhanced advertising
and privileges in the philately market. However, many other immaterial USO benefits are
noted as well in these State Aid cases. No additional benefits were identified compared
to the previously identified immaterial benefits from the other literature in Table 1.

7 See https://ec.europa.eu/competition-policy/state-aid_en
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Table 2:  Potential benefits associated with the postal USO in State Aid cases

Czech
Greece, Poland Spain Spain UK Republich Czech Republic Czech Republic Denmark Denmark France France Italy Italy France

Proposed benefit SA.35608 SA.38869 SA.37977 SA.50872 SA.38788 SA.44859/4528 SA.47293 SA.55208 SA47707 SRl SA.36512 SA.49469 SA.43243 SA. 55270 SA. 100746

(2014) (2014) (2016) (2020) (2015) (2017) (2020-22) (2018) (2/3‘2?/12%) (2014) (2018/N) (2015) (2020) (2023/NN)

1
(2016/17)

Value added tax
exemption

Enhancement of
corporate reputation and X X X X X X X X
brand value

Enhanced advertising
effect

Simplifications regarding
customs regulations

Better bargaining
position X

Exemption from certain
traffic regulations

Privileges in the philately
market

Ubiquity X X

Demand
complementarities

Dominant market
position along with X
strategic advantages

Economies of scale/
scope

Exclusive rights / grants X X X

Other benefits accorded
to the postal operator
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2.3 Results of the initial assessment

In an initial review, the above mentioned 25 potential benefits identified in Section 2.2
were scrutinized as to whether they would qualify as being relevant in Belgium at this
moment in time.8 The criteria for relevance stem from the 2014 TERA study and are:
a) there is a clear benefit for bpost, b) the benefit is linked to bpost’s status as designated
USP and c) the benefit, while reflected in bpost’s financial performance, is not captured
through the counterfactual scenario as it is not immediately recognisable as being due to
the USO. Finally, only benefits with a significant (financial) impact were retained.

The outcome of the initial assessment identified five important benefits that meet the
criteria of relevance for Belgium. These will be the focus of the remainder of this report.
They are:

Value added tax (VAT) exemption

Enhanced corporate reputation

1

2

3. Enhanced advertising

4. Simplified customs procedure under the UPU Convention
5

Enhanced bargaining position

Similar to Table 1, the relevant benefits are listed in descending order of the number of
studies/documents in which they have been mentioned. This does not imply their rank or
importance.

As noted, the reviewed State Aid cases (see Table 2) focus on the most obvious benefits,
for which data is available in order to perform a calculation. However, it is observed that
these State Aid cases also include many other immaterial benefits beside the 5
considered above for bpost in Belgium. In the following discussion of the 5 relevant
benefits for bpost, we will reference relevant information from the State Aid cases
regarding approaches of other postal regulators and the European Commission.

8 New benefits might of course appear, while on the other hand benefits can also fade and disappear
over time.
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3 Reviewing the relevance of identified benefits for bpost
3.1 VAT exemption

3.1.1 The basic argument

According to the Belgian tax code, bpost is exempt from value added taxes (VAT) for its
USO services.® Competitors of bpost cannot claim such an exemption. Insofar as bpost's
customers are enterprises or professionals who can have the VAT paid by them
reimbursed from the tax authorities, this does not affect bpost's degrees of freedom when
setting prices. Insofar as its customers are individual persons, small businesses and
organisations, and companies who do not have the possibility of getting the VAT
reimbursed, this does provide bpost with extra degrees of freedom and therewith a
potential benefit. However, it should also be considered that bpost cannot recuperate the
VAT it pays itself when buying the inputs needed to provide USO services.

3.1.2 Bpost’s approach

In chapter 3, entitled ‘Inschatting Immateriéle Voordelen’, of its net cost submission for
the year 201810, bpost sets out to show that whatever benefit there may be, it is less than
what it has to pay in own non-reimbursable VAT. Bpost carries out calculations showing
the effect on its EBIT11 if it increased prices by the rate of the VAT. For this, bpost applies
price elasticities to volumes considered to be 'at risk' in the case such price increases
occurred. The decrease in EBIT resulting from the decreases in volumes and sales is
supposed to correspond to the increase in EBIT bpost enjoys due to being able to sell at
lower prices on account of the exemption. This amount is then compared to the amount
of the own VAT payments. Bpost then argues that if this amount is equal to or lower than
the VAT payments then there is no benefit.

Bpost’s calculations are performed with volumes derived from the counterfactual scenario
in bpost's net cost submission while the (confidential) values of the price elasticities used
come from a study carried out for the BIPT by London Economics in 2020 based on data
which bpost provided!2. The results of bpost’s calculations show that the benefits from
the exemption are less than the extra burden due to its own non-reimbursable VAT
payments and hence that there is a negative immaterial benefit.

9 Article 44, § 3, 14° VAT code reads as follows: « (Sont encore exemptés de la taxe) les prestations de
services et les livraisons de biens accessoires a ces prestations de services effectuées par les
prestataires de services postaux, qui s'engagent a assurer la totalité ou une partie du service postal
universel, lorsque ces prestations de services concernent des services postaux universels tels que
définis a l'article 142 de la loi du 21 mars 1991 portant réforme de certaines entreprises publiques
économiques." Regarding this text, see Etat Belge (2014).

10 See bpost (2020b).
11 EBIT = earnings before interests and taxes.
12 London Economics Europe (2020).
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As, the price elasticities bpost uses in its calculations come from the London Economics
(2020) study, they are estimated with (recent) historical data from bpost. Therefore, they
reflect the current position of bpost on the Belgian postal market, where bpost is for many
product categories, namely in the letter segment, practically the sole provider. Actually, it
is only for parcels that a quasi-monopoly situation is not the case. For the other product
categories, the only substitution effect taken into account by bpost at this point is that of
digitalization.13 From this follows that for each such product, the applied price elasticity
is for the whole market and not for a company competing with other companies in that
market.

One can therefore conclude that the absolute values of the price elasticities, when
reflecting a truly competitive market as demanded by the Royal Decree, would be higher
than those applied by bpost.14 The basic economic theoryl® regarding the Cournot
competition model shows for instance that with n equal sized firms, to go from the market
elasticity of demand to the firm’s elasticity of demand you have to multiply the market
elasticity by n (the number of firms). Such an effect was also pointed out by London
Economics in their 2020 study. If bpost had applied company or firm price elasticities the
result would most likely be that there is a benefit due to the VAT exemption. Bpost noted
that it is unclear how it should concretely implement this hypothesis of a competitive
market..

3.1.3 Impact of price elasticity of demand

The aim in this report is not to set the precise price elasticity of demand to be used or to
argue for a fixed value for all product categories, but to stress the crucial impact thereof
on the possible benefit of VAT exemption. In this regard, it is worthwhile noting that the
BIPT has done an extensive study into the price elasticities in the Belgian market and
published on 20™ April 2021 its results.16

Beside the econometric analysis of London Economics, this publication contained as well
a literature study, a large consumer survey among more than 4000 residential and
business customers in Belgium and interviews by WIK-Consult/MAS. The published WIK-
Consult/MAS study contained proposed values for price elasticities of demand, which
ranged from -1.69 to -2.90 for residential customers differentiated per product category
and from -0.76 to -1.15 for business customers differentiated per product category. The

13 As correctly pointed out by bpost in its answer of 17 March 2021 on questions regarding its 2018 net
cost calculation.

14 Even the other elasticities bpost refers to in its reaction of the 9 July 2021, are in absolute value higher
than the ones bpost used in its exercise.

15 Massachusetts Institute of Technology Lecture notes on pricing (August 2010):
https://www.mit.edu/~rpindyck/Courses/Pricing_10.pdf

16 See https://www.bipt.be/index.php/operators/publication/communication-of-20-april-2021-on-studies-
about-postal-product-elasticities
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published London Economics study based on data ranges from bpost did not show any
values due to redaction (considered to be confidential information by bpost).

3.1.4 European Commission practice in State Aid cases

The State Aid cases we examined are all characterized by a uniform approach to the
calculation of the VAT exemption: the impact of the VAT exemption on revenues is
considered (increased revenue depending on the price elasticity for different types of
customers) as well the impact of the VAT exemption on the costs (increased costs for
purchased goods as the USP cannot reimburse VAT for purchased services and goods
relating to the provision of universal services). The procedure is described in detail in the
Polish State Aid case SA.38869 (2014/N) and the Czech State Aid cases SA.44859
(2016/FC) and SA.45281 (2017/N). In these cases, a counterfactual scenario (without
VAT exemption) was developed and customer segments were identified that cannot
deduct VAT from purchased postal services. For these customers the end of the VAT
exemption would result in an increase in prices, which could discourage them from buying
postal services.

In the review by the European Commission of state compensations granted to Czech
Post for the provision of the universal postal service for the period 2013-2017 (State Aid
cases SA.44859 (2016/FC) and SA.45281 (2017/N)), the benefit of the VAT exemption
is expressed as a percentage of the revenues for registered letters sent by public
administrations and a percentage of the revenues generated by retail customers.1?

In the Polish State Aid case SA.38869 (2014/N), the net benefit/burden of the VAT
exemption was calculated as the difference between the revenues that the USP would
lose in the absence of the exemption and the cost savings due to the possibility of
deducting input VAT. Whether this is ultimately a benefit or a burden depends on the
elasticity of demand of the various customer groups and their respective share.18 In the
Polish State Aid case SA.38869 (2014/N), a price elasticity of -0,49 was applied (based
on a study of Pitney Bowes).19

In the Spanish State Aid case SA.50872 (2020/NN), the Spanish authorities used a
constant price elasticity of demand of -1.1 for business customers, that were unable to
deduct VAT and -0.5 for individual customers based on the findings of a number of
surveys and studies carried out for postal operators in other countries.20

17 European Commission (2018b). Recital 135.
18 European Commission (2015a). Recital 52 and 71.

19 The estimation of the indicator at -0,49 was done by the Polish authorities on the basis of a study by
Pitney Bows "A review of price elasticity models for postal products" (2007), as the average of 42 results
of research on price elasticity of demand for postal services, carried out in different countries in 1991-
2005.

20 European Commission (2020b). Recital 161.



CONSULT Summary Report on the Benefits of the Postal Universal Service Provider 13

In other cases, e.g. the Greek State Aid case SA.35608 (2014/C) (ex 2014/N)21 and the
Danish State Aid cases SA.47707 (2018/N)22, SA.57991 (2021/C) (ex 2021/NN) and
SA.55918 (2020/FC)23, a similar approach was used.

In all cases examined, the VAT exemption was classified as a benefit for the USP.
However, the extent of this specific benefit was not disclosed in all cases. In the
investigation on state compensations granted to Czech Post for the provision of the
universal postal service for the period 2018-2022 (SA.55208 (2020/C) (ex 2022/NN)), the
VAT benefit was specified at 2-8% of the revenues for registered letters sent by public
administrations and at 4-9% of revenues for services provided for retail customers.24 In
total, the benefit of the VAT exemption for Czech Post was estimated at between
CZK 500.000 and CZK 15 million (between EUR 18.900 and EUR 566.00025). The only
other case were the total estimated benefit of the VAT exemption was disclosed was
Spain in SA.50872 (2020/NN): between EUR 5 and 10 million yearly for Correos.26 27

3.2 Enhanced corporate reputation

3.2.1 The basic argument

From surveying the relevant business administration literature we know that companies
tend to benefit financially when they are perceived to care about their stakeholders. The
aspects that are emphasized in this literature are among others close relationship
capability with their customers and attention to product safety, availability and quality, two
of which aspects are generally attributed to postal universal service providers. The
mechanism by which this usually operates is an increase in reputation through which
customers/users are led to give preference to the company in question, here the postal
operator.

Correspondingly, in its study for the BIPT28, TERA identified enhanced corporate
reputation as one of the benefits of the postal USO. In order to value this benefit, TERA
recommended a method proposed by WIK-Consult in its study for ARCEP2°. This method
is based on a comparison of ratios of comparable companies' publicity budgets with their

21 European Commission (2014b). Recital 74-77.

22 European Commission (2018c). Recital 193 and 194.
23 European Commission (2021).

24 European Commission (2022a). Recital 228.

25 Based on historic exchange rate between 2018-2022 of around 1 Euro to 26,5 CZK. See EUR to CZK
Exchange Rate History for 2020 (exchange-rates.org).

26 Being the result (in the counterfactual scenario) of the difference between a revenue loss of EUR 49.7
million by adding VAT and a saving of EUR [40-45] million in VAT costs due to recuperated VAT. See
European Commission (2020b).

27 With the Spanish USO scope even containing (next to single piece items) both bulk letters and parcels.
https://www.cullen-international.com/client/site/documents/CTPOEU20230014

28 TERA (2014), p. 102.

29 WIK-Consult (2009).
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relative degrees of reputation or brand value. The difficulty for an external observer is
here that information regarding the degree of a company's corporate reputation or its
brand value is not readily available. A closely related approach is to recognize that, if a
company is considered to have high reputation or brand value, its level of marketing effort
relative to its level of sales would not need to be, as high as that of the average of other
otherwise comparable companies.

We will explore this relationship further below but before that provide a brief conceptual
clarification regarding how reputation and brand value mesh in the present case and how
they relate to the obligation to provide the universal service (the USO).

3.2.2 Reputation and brand value

So far, the two terms 'reputation' and 'brand value' have been referred to as being
synonymous. As the academic literature on this subject makes clear, however, the two
concepts are different. It is shown that while brand is a 'customer centric' concept,
reputation is a ‘company centric' concept. The former focuses on what a product has
promised to its customers and what that commitment means to them, whereas the latter
focuses on the credibility and reputation that an organisation has among different
stakeholder groups. Both concepts are strongly interrelated. The degree of brand
recognition reflects one way or the other on reputation, and the reputation as a good or
bad corporate citizen accordingly affects brand value. But this interrelationship is not
100% (for example VW's diesel scandal strongly affected its reputation, while its various
brands of automobiles continue to perform relatively well).

The situation of reputation vs. brand is different when the company and the product it
offers are more or less perceived as identical, as is the case for postal services and their
provider. In this case, reputation and brand value almost merge in the public perception.
This, as emphasized in the literature, is particularly important when the company also
claims that it has an ethical mission to accomplish, such as assuring 'universal' postal
service. Then the kind of service customers receive, as well as the company that assures
it, enjoy high appreciation. This holds even more so if the organisation in question has
been providing this service for a very long time, in the case of postal services for more
than a century.

3.2.3 The view from TERA and bpost’s approach

TERA had pointed out in its report that after the name change in 2010 from The Post30
to bpost, the company's reputation had declined. Furthermore, TERA stated that the USO
enhances bpost's reputation. As the USO has been imposed by the government to ensure
the indefinite future delivery of this type of service, TERA is actually saying that the
longstanding service the postal operator has always provided is the reason for this

30 We use "The Post" to stand for "De Post / La Poste"
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enhancement. As bpost from 2010 onward continued to provide the type of service that
the public has been used to for as long as they can remember, we expect that this
enhancement of bpost’s reputation has continued.

In this context, we note that bpost, in its net cost submission for 2018, uses a different
methodology to show the impact of its USP status on its companies reputation. It argues
that its rational business customers would have selected the best price performance
combination already, so they would not be affected when bpost loses its USP status.
Hence, bpost focuses solely on its residential customers, for which it performed a survey
among 990 customers, based on a waterfall principle. First, the surevy asks if
respondants know USO as a term (only the case for 164 out of 990 responses), and then
finds that only few of those respondants (49 out of 164) are aware of the fact that bpost
is the sole USO provider for postal items in Belgium. The survey then asks respondants
to correctly describe the USO (21 out of the remaining 49 were able to do this), and if
they feel that the USO is important to them (20 out of the 21). Finally, the survey checks
among the remaining 20 customers, if they would send less letters and parcels with bpost
if bpost is no longer the USP but continues to provide exactly the same service in terms
of quality and delivery time, price, etc.). Only 2 customers said they would do so and from
this bpost concludes that merely 0.2% (2 out of 990 respondants) of bpost's residential
customers would be impacted if bpost would lose its USP role. Hence, bpost argues that
its USP role has no significant impact on its corporate reputation. Furthermore, bpost
notes that this methodology is accepted by the European Commission in State Aid case
SA.55270 (2020/N).

WIK remained consistent with the methodology proposed by TERA/BIPT (and the Greek
State Aid case SA.35608, see below) while still considering remarks from bpost’'s on
using comparable postal companies (and not companies from brand lists, which are
active in other non-comparable sectors). Due to non-availability of brand listing data for
comparable postal companies, we therefore switched to the advertising-to-sales ratio,
which as later discussed in paragraph 3.2.4 is close to the original advertising-to-brand
recognition ratio.

A customer survey as used by bpost could shed additional insights in customer behaviour
but results are very much dependant on the design and representativeness:

e We note that the assumption that bpost’s business customers are not impacted
by bpost’s USP role is not supported with any evidence.

e Secondly, we observe that the very selective ‘waterfall’ impacts the end result
strongly. An essential element in the ‘waterfall’ selection of bpost is asking users
about the formal status of bpost as USP. However, coming back to the proposed
approach of TERA/BIPT described in the first paragraph, it does not matter
whether customers are aware of bpost's formal status as USO provider. What
matters is that customers are aware of what bpost is doing. Bpost and its
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predecessor organisations have been providing service to all corners of the
country and bpost continues to do so, of which people are well aware. The
practical implication thus is that users tend to habitually turn to bpost whenever
they want to send a letter or dispatch a parcel.

e Furthermore, it is not clear if a sample of 990 residential customers is
representative and practically for the last survey question (would you buy less if
bpost loses the USP role) there is an effective sample size of 20 residential
customers, which cannot be representative.

¢ Finally, an important assumption in bpost’s last question is not correct; ‘...bpost
would continue to deliver the same quality, delivery and price...” when it loses the
USP role. However, as described under section 3.1, bpost for instance would have
to charge VAT which means that retail prices would most likely be increased and
secondly, without the USO, bpost is able to change its conditions more easily and
users have less certainty that the services will remain the same.

3.2.4 European Commission practice in State Aid cases

Evidence on the effect of reputation or brand value on the performance of a postal USP
exists for the UK. It was provided by a 2002 study by London Economics regarding
Consignia, which at the time was the name of the UK postal service provider.31 The study
focuses on two ratios:

e The ratio of advertising expense relative to the brand perceptions of the UK postal
service provider with corresponding ratios of companies with a similarly broad base of
consumers (where this ratio corresponds closely to the one recommended by TERA
and originally by WIK); and

e The ratio of advertising expense to sales of the UK postal operator with the
corresponding ratios of other UK companies that sell similar products.

In both cases, the values of the ratio of 'advertising expense relative to the brand
perception’ and ‘advertising expense to sales’ for the UK postal provider are reported to
be very low (concrete numbers are not provided due to confidentiality reasons). London
Economics concluded as follows: "We certainly admit that part of this effect is due to the
fact that Consignia does provide a good quality service to its customers. However, it
seems probable that a portion of this effect is due to Consignia's USP status... It seems
... possible that the order of magnitude of this effect could be in the tens of millions of
pounds".32

A similar approach was used in the Greek State Aid case SA.35608 (2014/C): “...the
benefit is estimated by taking into account the saving in advertising expenses by ELTA

31 London Economics (2002a), pp. 77-81.
32 London Economics (2002a), p. 80 and 81.
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due to its USP status. The Greek authorities have assumed that in order for ELTA to
achieve its current brand awareness, in case that it was a private company without
ELTA’s wide presence, the advertising expenses would have to be approximately € [...]
million. Consequently, in the NCUS calculation model, the overall benefit is estimated at
€ [...] million for 2013.733

Also in the Polish State Aid case SA.38869 (2014/N), it is stressed that
”...senders..consciously decide to use the designated operator’s services due to the fact
that this operator is carrying out the USO.” 34

In the Czech State Aid cases SA.44859 (2016/FC), SA.45281 (2017/N)35 and SA.55208
(2020),36 the increase in brand value was understood as a benefit due to increased
revenues, because the brand was well known and people believed it guaranteed a certain
quality of service. For these cases, this benefit was calculated as the amount of revenue
corresponding to the percentage of clients who would not select a postal service provider
if it was not the universal service provider. In the 2016 and 2017 cases, a percentage of
0.4% was used based on the conclusions of the 2012 study of Frontier Economics.37 In
the 2020 case, on the same basis, the benefit was estimated to amount to EUR 1.7 to
1.9 million per year for 2018-2022.

In the Spanish State Aid case SA.50872 (2020/NN) the benefit of the enhanced brand
value is also considered to be significant; 16.5% of Correos’s (Spain’s postal operator)
brand value or EUR 36 million is considered to be specifically due to the USO. The
enhanced brand value was then multiplied with Correos’s weighted average capital cost
(8.2%) leading to a total annual increase in revenues due to Correos’s USO-related brand
value of around EUR 3 million.38

However, in the review of two State Aid cases (SA.57991 and SA.55918) in Denmark in
2021, the EU Commission noted that there was no enhanced corporate reputation and
ubiquity in respect to the letter post sector as supported by the General Court that stated
“...in the absence of the USO, Post Danmark would discontinue the distribution of letters
since that service is unprofitable.” 39 |n addition, it noted that “...Post Danmark does not
benefit from its corporate reputation and/or brand value as a consequence of the former
monopoly it had and the current status as USO provider.” As their image “...is generally

33 European Commission (2014b), Recital 78. p. 14.
34 European Commission (2015a), Recital 49. p.10.

35 European Commission (2018b), Recital 130, p. 36 and European Commission (2022), Recital 223 and
230 respectively p. 57 and 58.

36 European Commission (2022a). Recital 223, p.57 and Recital 230, p. 58.
37 Frontier Economics (2012). Study on the principles used to calculate the net costs of the postal USO,
december 2012.
38 European Commission (2020b), Recital 164, p. 30. The calculation is as follows: EUR 218.4 million *
0.165 * 0.082 = EUR 3.0 million.
39 European Commission (2021), Recital 164, p.35.
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bad and associated with expensive and slow services.”0 This being based on studies
regarding the reputation of Post Denmark compared to other companies.

In the latest State Aid case in France (SA. 100746) in 2023, the French authorities noted
that the strong reputation of La Poste Group “...is a result of a combination of multiple
factors that are difficult to distinguish...” And they produced an estimate of the value of
this reputation linked to the status of USP for 2 business sectors where the impact of the
brand image is more likely: namely the parcel-express sector and local services delivered
by the postman apart from parcel and letter delivery. For each segment, the decreased
demand in the counterfactual scenario was calculated (confidential values), resulting in
lower profits for the years 2021-2025. 41

3.3 Enhanced advertising

3.3.1 The basic argument

In the literature review, enhanced advertising was noted as likely benefit due to the higher
visibility for a universal service provider (USP) due to related nationwide service provision
and daily deliveries (Monday to Friday). Hence, the general public comes steadily across
logos and advertising messages on vehicles, agents and facilities of the USP. This effect
may be less if the respective operator would no longer be the USP. For determining the
value of this enhanced advertising effect, one should value the difference in visibility
between the factual situation (operator as USP) and a suitably designed counterfactual
scenario (operator is no longer the USP). In the following we will outline the overall
approach and discuss the merits of different arguments regarding the relevance of this
benefit.

For every year that is to be reviewed, the factual and counterfactual scenarios are defined
and calculated by bpost using its net cost model.#2 After submission of this model to it,
the BIPT will carry out a validation. Thereafter, the validated data related to the visibility
of vehicles, personnel and facilities can be used as input to review the beneficial visibility
bpost might have due to being the USP. As observed from bpost’s submitted net cost
model of 201843, the relevant output of both scenarios is the number of contact points for
the different transport modes which bpost requires according its distribution model. In
addition, the number of post offices and service points is relevant. Consequently, based
on validated assumptions regarding available advertising space and the duration of

40 European Commission (2022b), Recital 346, part 2), p.74.

41 European Commission (2023), Recital 182-183
42 See bpost (2019c) for further details how bpost has defined the factual and counterfactual scenario for
2018. Among others the delivery time of services os differentiated in priority/non-priority combined with
a price increase for priority.
43 See bpost (2020b).
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visibility to the general public per transport means/office/service point, a difference in
visibility will result.

As a last step, this difference in visibility, expressed as the time of advertising space
visibility per year, should be valued. Bpost has noted that the methodology applied by
them is very similar to the one proposed by WIK in its draft report. The main difference is
that WIK used at that point in time available output from TERA’s counterfactual scenario,
while bpost bases its calculation on the counterfactual scenario as defined in its net cost
submission for 2018.44

3.3.2 Visibility of bpost in the counterfactual scenario for 2018

Contrary to the literature, bpost has stated in its net cost submission for 2018, that there
is a higher visibility of advertising space in the scenario in which bpost is no longer the
USP. This is due to bpost applying a new distribution model for the counterfactual
scenario; bpost envisages [CONFIDENTIAL]. As large vans have significant larger
advertising space than small vans and longer rounds, bpost claims that this would entail
more advertising space in the counterfactual scenario than currently. Accordingly, bpost
claims that it has a disadvantage in advertising visibility due to being the USP.45

In its response to the draft summary report of 91" July 2021, bpost noted that it does not
want to calculate a net cost based on universal service obligations that have been
modified in the meantime. Therefore, it used for 2018 a virtual ‘reference scenario’, which
assumes that the 2019 USO was already in force. For consequetive reviews of the net
cost this discrepancy will dissapaer as the new USO (distribution model) has entered into
force in 2020.46

3.3.3 The value of additional visibility

Bpost argues in its net cost submission for 2018 that due to 1) technical limitations of the
concerned advertising space (stickers and/or bpost logo only), 2) its merely supportive
role in marketing campaigns and 3) the decreased impact of repetitive marketing
messages, the value of the extra visibility on its transport fleet, postal offices and service
points due to the USO would be less than that of commercial advertising.

Before discussing bpost’s arguments, we note that it has been WIK’s position in the draft
report of 2019 to use a conservative low value based on a benchmark of commercial
advertising costs to estimate the value of the additional visibility. However, this value was

44 See bpost (2021).

45 From bpost submission of the related calculation of ‘Advertising efficiency’ related to its net cost
submission for 2018. In this excel file, it is noted that despite a reduction of the (advertising) contact
points in the counterfactual scenario, the overall advertising space in the counterfactual is still larger
due to the shift from Coureg rounds with relatively limited visibility to P2P rounds with higher visibility.

46 With two general ‘coureg’ rounds per week and added specific point to point (P2P) rounds for priority
mail on the other working days of the week.
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based on other arguments as are now brought forward by bpost. There are two reasons
for WIK’s low values: first and mainly, in the counterfactual scenario the route optimisation
(read: where delivery frequency is low and hence also visibility) is likely to be
disproportionally applicable to less dense areas, where commercial advertising is
cheaper than in city centres;#7 second, it is good practice in general to use a conservative
benchmark as it would result in an estimate of the benefit that has a higher probability of
being in the right range and therefore countering the possibility of overestimation.

As bpost procures advertising in the public space itself, it is in the best position to estimate
the cost thereof. Unfortunately, so far we have not received information from bpost on
this cost. However, there is an indication that the benchmark values derived by WIK for
its draft report of 2019 are in a range acceptable to bpost. This follows from the fact that
in its net cost submission for 2018 bpost adopts these benchmark values (with only a
small correction regarding the campaign duration).

We now turn to bpost’s arguments why the additional visibility due to its USP role has
less value than the conservative benchmark of commercial advertising:

1. Technical limitations of advertising space: It is recognised that uniforms of the delivery
personnel and certain parts of bpost’s transport fleet (such as electric bikes) have a
small advertising space, which might be only suitable for a stickered logo. However,
there is larger advertising space on large vans, up to 10,5 m?, which is suitable for
more extended marketing messages as well. A related argument is that bpost’s logo
on its vans and trucks is merely a legal obligation. However, if there was no
advertising value then bpost’s logo could be smaller in size (and hence less costly to
fabricate and apply) compared to the huge logos on the side of vans and trucks that
can be seen in reality.

2. Merely supportive role in marketing campaigns: This argument neglects that the
public perceives bpost as ‘the postal provider’ due to its large public and nationwide
presence (brand awareness). In this context, we wish to refer to the ‘mere exposure
theory’, which states that people have a more favorable attitude towards a stimulus
which they see more frequently. This effect has been well known for decades and has
often been confirmed since then.48 Lee & Pedersen (2010) also added that the
frequency of brand exposure positively influenced the attitude towards the brand and
brand awareness. And exactly this brand awareness is used by consumers to save
time and effort when deciding on repeated purchase products like postal services
even when the product in question is of lower quality than similar offers from other
brands as shown in an earlier study by Hoyer & Brown (1990).

47 London Economics (2002b) has performed a similar exercise for the UK market. It assumed a
conservative value for advertising of routes, which were decreased, as these were most likely in the
less dense areas for which advertising is cheaper compared to advertising in e.g. city centres.

48 See Zajonc (1968), Lee & Pedersen (2010).
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Therefore, when bpost runs campaigns in which its presence in the public space is
used for supporting and/or complementary campaigns, the latter’s effect would add
to the general awareness by the public. Furthermore, as described above, certain
advertising space due to the USP status can be used for more than logos only4° and
hence applied messages are not by default only supporting other (online) campaigns.

3. Bpost argued furthermore in its net cost submission for 2018 that there is a decreasing
impact of repetitive marketing messages by referring to an inverse U-shape of the
‘add recall’ versus increased repetition of advertising campaigns. The underlying
explanation of bpost is that it is assumes that an average customer views these
marketing messages more than 12 times, which is then combined with a Facebook
study, which shows the inverse U-shape to derive a correction rate of its value. First,
we note that the frequency of 12 is not substantiated by bpost and that the implied
statement that this might apply on marketing messages on bpost’s fleet due to the
long term character is also not substantiated. Secondly, the Facebook study is in
regard to online campaigns and bpost itself distinguishes clearly between supporting
marketing channels (such as messages on its transport fleet) versus online
campaigns, which in respect of a recent bpost campaign is described to be the main
advertising channel ([CONFIDENTIAL]% of the budget). Bpost confirmed that the
referred ‘add recall’ shape relates to short term campaigns and that to its knowledge
there are no studies available, which measure the effect on recall of repeating
messages of a USP or postal services in the context of long-term poster campaigns.>0
We conclude that it seems unrealistic to consider that the numbers of the Facebook
study also apply to a non-comparable supporting marketing channel of a postal
company and the same applies for the setting of a correction factor of
[CONFIDENTIAL]%.

In sum, we conclude that based on the arguments and information provided by bpost, we
do not consider its additional visibility in the public space to be of less value than the
earlier derived conservative benchmark of commercial advertising in the public space.

3.3.4 European Commission practice in State Aid cases

There is evidence in the EC decision-making practice in postal State aid cases that USP
status is associated with enhanced advertising and thus confers a benefit on the USP. In
the State Aid case SA.45281 (2017(N), the Czech Authorities calculated an annual
amount from EUR 9.6 million to 19.8 million for the period 2013-2017 due to enhanced
advertising on buildings and vehicles.®! In the following case SA. 55208 (2020/C) (ex
2022/NN) for the period 2018-2022, the impact was much lower and estimated at around

49 Like the following slogan: “Met zorg gebracht” or job adverts for mailmen and drivers.
50 See bpost (2021).

51 European Commission (2014c). Recital 132 and 137.
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EUR 0.2 million per year (using a similar approach to that used for the previous period,
but without going into the specific details of calculation).52

The French State Aid case SA.36512 (2014/NN) also considered the value of the logo
deployed on the network’s contact points.53 This calculation was based on the size of the
logos, the gross billposting rates per square meter, per week and per inhabitant, and a
perimeter of municipalities concerned. The Commission concluded that the net avoided
cost method including intangible benefits was correctly applied. In 2018, the same benefit
was taken into account in ARCEP’s final assessment of the net cost of the regional
development mission in case SA.49469 (2018/N).54

The Spanish State Aid case SA.50872 (2020/N) had a more limited scope, focusing only
on the advertising space (to be lost in the counterfactual scenario) on post office buildings,
amounting to EUR 0.3 million per year for the period 2011-2020.55

The Danish State Aid cases SA.57991 and SA.55918 in 2021 considered the so-called
intangible benefit of ‘intellectual property assets’ comparable with enhanced advertising
because the amount was estimated in relation to the number of visible contact points
established by Post Danmark based on an assessment of brand value made by external
market research.56 Furthermore, the market research found that the brand value
decreased in recent years, mainly due to a lower level of activity of Post Danmark which
resulted in fewer trucks and vehicles being used and in a reduction of street letter
boxes.>’

The 2020 ltalian State Aid case SA. 55270 also quantified the advertising benefit in a
similar manner. It considered the difference in advertising spaces available to Poste
Italiane (PI) thanks to the USO on post offices, but also on helmets, uniforms, cars, trucks
and airplanes (factual scenario versus counterfactual scenario). This difference was then
multiplied by the market value of advertising per square meter for the year 2016°8
resulting in an amount of approximatey EUR 14 million per year for the period 2020-2022.
However, Poste Italiane would also incur lower costs, proportional to the reduction in
revenue due to the advertising effect, which was estimated to be between EUR 10-11
million per year.5®

52 European Commission (2022a). Recital 225 and 230.
53 European Commission (2014b). Recital 99.

54 European Commission (2018e). Recital 83.

55 European Commission (2020b). Recital 166.

56 pone by annalect in January 2020.

57 European Commission (2021). Recital 134-135.

58 The market value of advertising space was established by AGCOM to be EUR 92.8 per square meter in
2016 in Resolution 214/19/CONS.
of (paragraph 184 of the Resolution)

59 European Commission (2020a). Recital 108-113
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In the latest State Aid case in France (SA. 100746) in 2023, the French authorities
“...believe that in the absence of universal postal service obligations, the La Poste brand
would be less visible. Fewer letter carriers and vehicles would criss-cross the country,
and the La Poste brand would be less visible.” and “To compensate for this lower visibility,
the operator would be obliged to incur additional advertising costs.” 60

The intangible advantage associated with advertising expenditure in France was
estimated for 2021-2025 (confidential values) based on a similar approached as
proposed by WIK (considering factors like estimated surface area available to La Poste
for advertising, the type of advertising).61

3.4 Simplified customs procedures under the UPU Convention

3.4.1 The basic argument

Being the incumbent postal operator and at the same time the universal service provider
has historically been intertwined with being the representative of its country at the
Universal Postal Union (UPU). Under the UPU Convention, designated operators of
member countries handle a large volume of letter post items flowing between countries.
With emerging e-commerce the number of small parcels within the letter post stream has
extremely increased (mainly from China), challenging designated operators and customs
authorities, especially if manual checks of items are required. Postal operators
traditionally did not provide customs authorities with any data on individual consignments,
but instead provided a summary manifest summarising the total mail shipment
(‘receptacles’). Data on individual consignments were provided on simplified paper
customs forms developed by the UPU, which were completed by the sender and attached
to the consignment. The UPU developed the CN 22 (for low-value packets) and CN 23
forms to accompany all letters (with goods) and parcels, respectively, which were treated
as formal customs declarations by customs authorities.52

As these forms were intended to assist customs authorities in their risk profiling and hence
improve collection of duties and taxes, as well as supporting postal operators in
enhancing service delivery, this has been recognized in the literature as a potential
benefit related to the provision of the universal service (see chapter 2). Bpost as
Belgium’s incumbent operator and universal service provider is also its UPU
representative as designated operator. Consequently, bpost was allowed to apply the
simplified customs procedures for the inbound packages being received from other non-
EU UPU-members.

60 European Commission (2023), Recital 184-185
61 see footnote 97
62 see for more details, WIK (2020), Chapter 4.
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Traditionally, the simplified CN22/CN23 declarations have been paper based since many
designated operators did not have the necessary electronic systems in place allowing
electronic communication of customs information between designated operators, at origin
and/or destination, or between designated operators and customs authorities. Paper-
based customs declarations resulted in manual tasks in the customs process, such as
randomly checking the value of letter post and parcels and, if information on the relevant
forms is not sufficient to determine the value of the contents, the package is opened for
inspection. If information on the customs declaration is missing, the recipient is contacted
to obtain this information before the consignment can be released from customs. For
these services, bpost charges a customs clearance fee. Furthermore, bpost can use the
simplified customs procedures for its outbound postal items being send to non-EU UPU-
members. The customs representation on the inbound flow is expected to be profitable
for bpost and the adapted customs procedures for the outbound flow is expected to be
time saving and hence save costs for bpost.

The submission of electronic customs declarations for postal imports into the EU became
mandatory in 2021, following the reform of the EU VAT legislation (abolition of the 22 €
de-mininis VAT exemption for imported low value goods) and the reform of the Union
Customs Code import control system (ICS2). These measures, when fully implemented,
should result in equal treatment of postal and commercial imports, thus eliminating the
benefits of the simplified customs procedure.

3.4.2 Bpost’s approach

In its net cost submission, bpost argues that not only the (profitable) custom clearance
fees related to the inbound flow should be considered but also the related terminal dues
for the distribution in Belgium, which are less profitable or even loss-making. Thereafter,
with regard to the exercise for 2018, bpost excluded the aspect of terminal dues for the
(likely profitable) outbound UPU flow with the argument that other commercial players do
not have to make a formal export declaration for shipments going to non-EU countries
with a value lower than €1,000. As a result, bpost claims there is no advantage of the
simplified customs procedure for the outbound flow for bpost and hence it does not
constitute an immaterial benefit.

We note that, apart from the formal export declaration, commercial parties shipping to
countries outside the EU still need to declare their shipments to customs, irrespective of
the value. This procedure is most likely more burdensome compared to the export
customs procedure under the UPU Convention, which may also present a benefit to
designated operators. However, this is difficult to quantify in monetary value.
Furthermore, bpost argues that there is only a benefit if their profitability on these activities
are higher than comparable customs clearance done by other commercial parties. The
point here is that bpost has commercial customs clearance activities as well (review not
part of this study), hence the UPU flows (and related profits) come in addition to bpost’s
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commercial activities and the comparison of profitability with commercial parties is not
relevant.

It is generally noted that the losses on the terminal dues for the inbound flow are likely to
be balanced by the profits made on the outbound UPU stream for developed UPU
countries, hence these two flows can not be separated (as bpost argues). This is
supported by bpost’s answer of 2" August 2019 to the BIPT inquiry according to which
in 2018 the total worldwide margin, across all international countries and products,
including outgoing and incoming items, [CONFIDENTIAL]. Due to the overall complexity
of terminal dues and the developments in price setting for the coming years, the focus
here is on bpost’s role as customer representative for the inbound UPU flow.

Furthermore, in its net cost submission, bpost notes that “[d]espite the specific
procedures, the processing of the UPU volumes requires a number of manual actions,
which are not comparable to what a commercial player has to perform for the processing
of its incoming volumes.” Furthermore, bpost claims that these activities require more full
time employees compared to its commercial (digitalised) activities abroad in the same
role.63 Nevertheless, the profit of these activities is on top of bpost’s other commercial
activities and related to its status as USP. Despite manual actions, bpost’'s 2018 figures
still show that its customs clearance of the inbound UPU flow is a profitable business. In
addition, the simplified customs procedures afforded to bpost might enable a faster
procedure, which could represents another benefit when handling international inbound
postal items from non-EU countries. However, no further information on this aspect has
been provided by bpost thus far. Also, member countries of the UPU and designated
operators are exempt from liability for customs declarations under the UPU convention;
the completion of customs declarations is the responsibility of the sender alone, however,
designated operators must take reasonable steps to inform their customers on how to
comply with customs formalities.64

Overall, there is a linkage between bpost being Belgium's incumbent operator, its role as
universal service provider and at the same time being its UPU representative. There is
currently a limited profit on the overall terminal dues for the inbound and outbound flow,
which should be reviewed together, but has been excluded for the purpose of simplifying
this benefit. The focus here is on the related role as customs representative for the
inbound flow, which despite its manual actions, is a profitable stream, which comes on
top of other commercial activities. This constitutes a benefit to bpost which is not
considered in its net cost calculation. However, this benefit was already limited in 2021

63 Any disadvantege that bpost may experience here should disappear as of 2021, given that the use of
ITMATT has become mandatory under UPU so that the CN22/23 on inbound can be processed digitally
rather than manually.

64 Therefore, before accepting a postal item for dispatch to a foreign destination, the designated operator
should reasonably ensure that the necessary customs information provided by the sender is complete
and that the declared value of the item is accurate, but incurs no responsibility for this information. If
these guidelines are not followed, it usually means that the postal item has to be opened and inspected
at destination, resulting in delays and additional costs incurred by the destination.
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and has likely changed in the years thereafter due to digitization of these streams and,
above described, changes in import VAT rules. Hence, we do not expect this benefit to
become substantial but it would be best to monitor the situation for the years to come.

3.4.3 European Commission practice in State Aid cases

The aspect of simplified customs procedure under the UPU Convention was not taken
into account in any of the State Aid cases we examined.

3.5 Enhanced bargaining position

3.5.1 The basic argument

In order to better understand the arguments, we begin with a note on terminology. The
literature dealing with the present subject matter does this typically under the head of
‘enhanced bargaining position' that the company in question has towards the government,
and up to now we also have used this term. In the present context, however, it is a
misnomer. The issue is really that of 'benefits to bpost due to its close relationship with
the State'. The reason for this is that the State, respectively, the government as its agent,
and bpost have a common interest, and that the government has the power to act
according to these common interests, thereby benefitting bpost.

The government has placed an obligation (the USQO) on bpost to continue its provision of
universal service.65 The argument here is that the fact that bpost has to provide this
universal service entails actions by the government that are of benefit to bpost. This can
translate into different types of benefits, and below we discuss two examples: the strict
license conditions that in the past were imposed on possible competitors and a state
guarantee on loans taken out by bpost.

3.5.2 Two examples of benefits due to bpost’s close relationship with the State

The first example is in the form of the Law of 13 December 2010: This Law on the one
hand liberalised the market of postal services in the sense that whatever monopoly status
bpost still had, was abolished. On the other hand, it adopted licensing conditions for
entrants into the postal market. These conditions were restrictive in terms of coverage,
frequency and tariffs which meant that certain hurdles had to be overcome by entrants. At
the time of its adoption in 2010, the ministry responsible for the postal sector recognised
that this constituted a barrier to entry but justified it as a way to avoid ‘cherry picking'. This

65 Since 1 January 2019, bpost continues to provide the universal service on the basis of a management
contract concluded with the State for successive five-year periods. The second management contract
designating bpost as the universal service provider is applicable from 1 January 2024 to 31 December
2028.
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expression suggests that new market entrants should be prevented from going solely into
the most profitable areas of the market.

This legislative measure thus protected bpost from disproportionately losing market share
and corresponding profits that were supposedly needed to cover losses from serving
remote areas. Consequently, only very few new companies ventured into entering the
market which meant that bpost could maintain a high market share ((CONFIDENTIAL]).
As a stark reminder of this, the only company that had entered to compete in letter
services, TBC Post, failed and stopped operations at the end of 2019. TBC had attempted
to serve the entire country, however, it was unable to attract sufficient customers.66 67
Since 10 November 2020, SPRL Net Express (which operates under the trade name "TBC
Post") has acquired a license for letter post.

There may be reasons in addition to the universal service that are at the root of the
government's privileged treatment of bpost. One may think of the government's profit
motive or the pressure of the unions representing a large number not only of workers but
also of voters. It is, however, frequently the case that the government refers to the
universal service when it is preparing an action that is advantageous to bpost.

The second example of a benefit for bpost due to its close relationship to the Belgian State
is contained in the Law of 21 January 1991 on the reform of certain economic public
companies. Article 12, 82 states: "The autonomous public companies whose loans by or
pursuant to the law automatically enjoy the state guarantee, have, regardless of any
conflicting provision, the choice whether or not to call on the State guarantee for the loans
they take out". Specifically with respect to bpost, Article 6 of the Law of 6 July 1971 on the
establishment of The Post and on certain postal services stipulates: "The State guarantees
the successful outcome of the transactions with regard to the funds of third parties".

According to these two stipulations in law, bpost may benefit from a state guarantee
regarding the loans it has taken out. This actually means that bpost cannot go bankrupt
as long as the State is solvent. This guarantee is linked to the universal service given
that, as mentioned several times above, the State remains a majority owner of bpost —
precisely because of the latter's role as universal service provider. Hence, this must be
considered a benefit for bpost that it enjoys due to the universal service.

As noted, these are two examples, but there could be more in the future due to the close
relationship of bpost with the State. Furthermore, we note from these examples that it is
challenging to estimate the financial impact of these benefits, because of the many
different dimensions along which these benefits may become effective. This may also be

66 In particular, local administrations refused to open its business to public tendering.
“Zware schadeclaim tegen 200 Belgische gemeenten. Postbedrijf eist geld omdat het buitenspel staat
bij overheidsopdrachten”, Nieuwsblad, 22/07/2017:

67 But, since 10/11/2020, there is a licence for SPRL Net Express (which operates under the trade name
"TBC Post").


https://www.nieuwsblad.be/cnt/dmf20170722_02982843
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due to the fact that other factors beside the universal service (like for example
employment) may play a role as well.

3.5.3 European Commission practice in State Aid cases

The aspect of enhanced bargaining power was only mentioned in the 2018 State Aid case
SA.47707 of Denmark. The Danish authorities concluded that Post Danmark did not
benefit from enhanced bargaining power compared to other large companies. As a state-
owned company Post Danmark is subject to the Ultilities Directive and has to comply with
the public procurement rules when contracting with suppliers (i.a. tenders are subject to
competition and the tender procedure has to comply with the principles of equal treatment
and transparency).68

In the 2021 Danish State Aid case (SA.57991 (2021/C) (ex 2021/NN) and SA.55918
(2020/FQC)), this aspect was not considered. The EC followed the argumentation of the
Danish authorities that the bargaining power should only be taken into account as an
intangible benefit if it worsened or disappeared in the counterfactual scenario.69
Furthermore, it was noted that Post Danmark’s bargaining power was not due to the USO,
but due to its size and the size of the holding (Postnord). In the view of the Commission,
the interested parties had not submitted evidence to the contrary. More generally, there
were even indications that any bargaining power that Post Danmark would have, could
be rather an intangible disadvantage as trade unions and employees would expect that
Post Danmark lived up to the highest standards concerning wages and working
conditions due to its public ownership.”0

3.6 The importance of the benefits

In this section we propose an indicative ranking of the immaterial benefits bpost enjoys
in the name of the Universal Service Obligation (USO) based on their likely financial
impact. We say explicitly 'in the name' of the universal service, because other reasons
may also play a role. This will become apparent in the text below.

For your information, from State Aid cases where the result of the immaterial or intangible
benefits found and the USO size were not kept confidential, we can see that the benefits
have a substantial size. In the Greek State Aid case SA.35608 (2014/C) these benefits
were determined at EUR 8.95 million in total, in the Spanish State Aid case SA.50872
(2020/NN) at about EUR 12.58 million and in Polish State Aid SA.38869 (2014/N) even
at EUR 44.01 million. If we compare these amounts with the relevant revenue for postal
service for these countries within the scope of the USO to get a sence of relative

68 European Commission (2018c). Recital 159 (ii).
69 European Commission (2022b). Recital 306-309 and 345.
70 gc (2022b). Point 346, 6) Bargaining power.
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magnitude, this would result in 4.7% of the ‘USO revenue’ in the Greek case, 1.2% in the
case of Spain and 3.1% when looking at the Polish case.’?

In more recent cases of State Aid, like SA.55270 (2020/N) for ltaly, the total intangible
benefits were estimated for the years 2020-2022 to be between EUR 31 and 36 million
yearly while considering significant cost reductions in the counterfactual scenario (which
lowers the amount of intangible benefits). This corresponds with 1.1% of the total revenue
of postal services within the USO scope. In the Czech Republic, case SA.55208 (2020/C)
(ex 2022/NN) the total of intangible benefits amounted to roughly EUR 3 million yearly for
the 2018-2022 period. This could not be expressed in a percentage as the USO related
revenue for Czech Post was redacted in the relevant Commission Document. Moreover,
we wish to underline that the percentages mentioned above (and thus the substantial
intangible benefits they represent) were obtained in the event of a state aid case and that
to date, by contrast, bpost has not yet filed a net cost claim.

e Close relationship with the State

The probably most important benefit results from the close relationship of bpost with
the State. As described in Section 3.5, bpost has been in a position to influence
government policy to its advantage, always referring in the process to the presumed
danger to universal service if its demands were not met.

The basic reason for the government to have retained majority ownership in the
company is to make sure that universal service continues to be provided for the
indefinite future. It is, however, likely that the receipt of dividends is also one of the
government's reasons.’2

A particularly valuable benefit in this context is the state guarantee covering the loans
bpost has taken out, practically assuring that it could not go bankrupt. While this
guarantee due to being a public company may in the end not prevent distress after all,
see the case of Sabena’3. It is, however, unlikely that bpost would ever have to face
this fate given the importance of the universal service to the community at large.

e Enhanced corporate reputation

The second most important benefit derives from the enhancement of bpost's corporate
reputation on account of it being the universal services provider. When saying this, we
are in particular aware of the fact that the obligation to provide it for the indefinite future,
i.e. being the USO provider, is only a formal matter that the public hardly cares about.

71 we note that in the respective countries the scope of the USO might be different. Furthermore, the USO
related revenue for these comparisons have been extracted from the Commission Decision documents
on the relevant State Aid cases.

72 [CONFIDENTIAL]

73 Because of financial problems in which Sabena found itself, the Belgian State sold in 1995 49.5% of
the shares to Swissair to help the company get back on its feet. This decision backfired. In October
2001, Swissair was forced to ground its fleet for lack of liquidity and underwent an investigation. Sabena
was finally declared bankrupt on 7 November 2001.
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What matters is that bpost has been delivering nationwide postal services with a
certain quality for reasonable prices for more than a century.

The value of that benefit, in terms of effect on annual financial results, are the savings
in advertising and other publicity expenses that bpost would otherwise need in order
to help achieve the corresponding brand value and corporate reputation.

VAT exemption

As benefit in third place we consider the advantage obtained through the VAT
exemption. As discussed in Section 3.1, the crucial aspect here are the values of the
price elasticities to be used for calculating the benefit. Depending on the level of these
price elasticities, the benefit in terms of increased EBIT due to being able to have lower
prices in the relevant market segments can be substantial.

In particular, the increased EBIT could more than offset the amount of (partially non-
recoupable) VAT that bpost itself has to pay on purchased inputs as a consequence
of the VAT exemption.

Enhanced advertising

In fourth place, we place enhanced advertising. This benefit, is actually part of the
savings that we mentioned bpost enjoys on account of its enhanced corporate
reputation. It entails (possible) additional advertising possibilities due to bpost’s large
coverage and presence in the public space due to its USP role.

Simplified customs procedures

Simplified customs procedures is placed last, because of the probably relatively low
financial impact. Due to digitalisation of UPU streams since 2021 and described
changes in import VAT rules in recent years, this benefit might have altered.



CONSULT Summary Report on the Benefits of the Postal Universal Service Provider 31

References

Anacom (2014): Decision on the methodology for calculating the net cost of the universal postal
service (CLSU), Lisbon, 14 February 2014.

Aqil, Muhammad, Syed Fazal Aziz, Muhammed Dilshad and Seemab Qadeer (2014): Impact of
Market Share on Profitability of Heavy Vehicles Manufacturers-A Case Study of Hino Pak Ltd.
IOSR Journal of Economics and Finance, Volume 3, Issue 2. Ver. I, Mar-April.

Autorita per le Garanzie nelle Comunicazioni (2017): Section regarding intangible and commercial
advantages from: Delibera 298/17/CONS, Servizio postale universale: Analisi e applicabilita
del meccanismo di ripartizione e valutazione dell'eventuale costo netto per gli anni 2013 e
2014". Rome, 17 July 2017.

Beesley, M.E. and S.C. Littlechild (1989): The Regulation of Privatized Monopolies in the United
Kingdom. RAND Journal of Economics, Vol. 20, No. 3, Autumn 1989, pp. 454-472.

Belgian State (2014): Koninklijk Besluit from 22 May 2014. Belgisch Staatsblad, 15 July.
Belgian State (2018): Royal Decree. of 21 November 2018. Belgian Official Gazette, 3 December.

Berman, Shawn L., Andrew C. Wicks, Suresh Kotha and Thomas M. Jones (1999): ,Does
Stakeholder Orientation Matter? The Relationship between Stakeholder Management Models
and Firm Financial Performance. The Academy of Management Journal, Vol. 42, No. 5,
Special Research Forum on Stakeholders, Social Responsibility, and Performance, October.

BIPT (2014): Medeling van de Raad van het BIPT betreffende de controle van de berekening van
de nettokosten van de universele postdienst in Belgi€. Brussels, 21 Mei.

BIPT (2017): Décision du Conseil de I''BPT du 21 mars 2017 concernanat l'analyse de la
proposition tarifaire de bpost pour les tarifs pleins a l'unité pour I'année 2017. Brussels, 21
March.

BIPT (2018a); Besluit van de Raad van het BIPT van 19 Juni 2018 betreffende de analyse van de
tarieven van bpost voor de einkelstuktarieven voor het jaar 2018, niet-vertrouwelijke versie.
Brussels, 19 June 2018.

BIPT (2018b): Liste des privileges (« special rights ») de bpost. Internal document by BIPT of
possible intangible and market benefits.

BIPT (2019a): Council Communication Regarding the Famework of the European Regulation on
Cross-Border Parcel delivery services. Confidential version, footnotes. 38 & 39, 8 November.

BIPT (2019b): Décision du Conseil de I''BPT du 23 novembre 2018 concernant l'analyse des
augmentations des tarifs unitaitres de bpost pour I'année 2019. Brussels, 23 Novemeber.

Boubakri, N., S. ElI Ghoul, O. Guedhami, and W.L. Megginson (2017): The market value of
government ownership. University of Oklahoma, 8 December 2017.

Bpost (2019a): Annual Report 2018, 19 March.

Bpost (2019b): Futureproofing our business: Activity report, May.

Bpost (2019c): USO nettokost 2018: Beschrijving van het Tegenfeitelijk Scenario. 22 July.

Bpost (2020a): Rafike Yilmaz: new Global Head Reputation & Media Relations bpost, 4 December.

Bpost (2020b): USO Nettokost 2018: Berekening van de Nettokost en immateriele voordelen,
Chapter 3, Inschatting Immateriéle Voordelen, 22 September.

Bpost (2021): Vérification du calcul du cout net 2018, avantages immatériels, 2.4 Advertising
value, 17 March.

Braeutigam, R.R. and J.C. Panzar (1993): Effects of the Change from Rate-of-Return to Price-
Cap Regulation. American Economic Review, Papers and Proceedings of the Hundred and
Fifth Annual Meeting of the American Economic Association, Vol. 83, No. 2, May 1993, pp.
191-98.



32 Summary Report on the Benefits of the Postal Universal Service Provider CONSULT

Buzzell, R.D., B.T. Gale and R.G.M. Sultan (1975): Market share - A key to profitability, Harvard
Business Review, January 1975.

Choi, Jong-Seo, Young-Min Kwak, Chongwoo Choe (2010); Corporate Social Responsibility and
Corporate Financial Performance: Evidence from Korea. Munich Personal RePEc Archive,
Online at https://mpra.ub.uni-muenchen.de/22159/.

ComReg (2013): Response to consultation and ComReg’s determination on the form and manner
of any net cost request by the universal postal service provider under section 35 of the 2011
Act. Dublin, 25 July 2013.

Copenhagen Economics (2008): What is the Cost of Post Denmark's Universal Service
Obligation? Study for the Danish Chamber of Commerce.

Copenhagen Economics (2018): Report on USO Net Costs in Iceland. Study for Iceland Post, 22
March Commerce.

De Standaard (2019): Postbode gaat gewone brieven nog maar twee keer per week bezorgen. 25
June 20109.

Dorfman, R. and P.O. Steiner (1954): Optimal advertising and optimal quality. American Economic
Review, December 1954, pp. 826-836.

ERGP (2014): Report on the outcome of the ERGP public consultation on the evolution of the
Universal Service Obligation.

Etat Belge (2014): Code de la taxe sur la valeur ajoutée (18/18), 19 Novembre.

Ettenson, Richard and Jonathan Knowles (2008): Don't Confuse Reputation with Brand. MIT Sloan
Management Revie, Winter, Vol. 49, No. 2.

European Commission (2014a): Commission Decision on State Aid SA.36512 (2014/NN) — France
- Measures to compensate La Poste for its regional development, press transport and
distribution responsibilities. Brussels, 26 May 2014.

European Commission (2014b): Commission Decision on State Aid SA.35608 (2014/C) — Greece
Hellenic Post (ELTA) - Compensation for the financing of the universal postal service.
Brussels, 1 August 2014. C(2014) 5436 final.

European Commission (2015a): Commission Decision on State Aid SA.38869 (2014/N) — Poland.
Compensation of Poczta Polska for the net cost of USO 2013-2015. Brussels, 26 November
2015. C(2015) 8236 final.

European Commission (2015b): Commission Decision on State Aid SA.43243 (2015/N),ltaly,
State compensations granted to Poste ltaliane SpA for the delivery of the universal postal
service over the periods 2012-2015 and 2016-2019. Brussels, 4 December 2015. C(2015)
8545 final.

European Commission (2018a): Commission Decision on State Aid SA.47293 (2017/N) Czech
Republic - State compensations granted to Czech Post for the provision of the Data Boxes
Information System over the period 2018-2022. Brussels, 2 February 2018. C(2018) 561 final.

European Commission (2018b): Commission Decision on State Aid SA.45281 (2017/N) and State
Aid SA.44859 (2016/FC) — Czech Republic - State compensations granted to Czech Post for
the provision of the universal postal service over the period 2013-2017. Brussels, 19 February
2018. C(2018) 753 final.

European Commission (2018c): Commission Decision on State Aid SA.47707 (2018/N) — State
compensations granted to PostNord for the provision of the universal postal service —
Denmark. Brussels, 28 May 2018. C(2018) 3169 final.

European Commission (2018d): Commission Decision of 10 July 2018 on the measures SA.37977
(2016/C) (ex 2016/NN) implemented by Spain for Sociedad Estatal de Correos y Telégrafos,
S.A. Brussels, 10 July 2018. C(2018) 4233 final.



CONSULT Summary Report on the Benefits of the Postal Universal Service Provider 33

European Commission (2018e): Commission Decision on State Aid SA.49469 (2018/N) — France.
Compensation for the regional development mission for La Poste for the period 2018-2022.
Brussels, 6 April 2018, C(2018) 1937 final.

European Commission (2020a): Commission Decision on State Aid SA.55270 (2020/N), Italy.
State compensations granted to Poste Italiane SpA for the delivery of the universal postal
service for the period 2020-2024. Brussels, 1 December 2020, C(2020) 8340 final.

European Commission (2020b): Commission Decision on State Aid SA.50872 (2020/NN) — Spain
USO compensation to Correos, 2011-2020. Brussels, 14 May 2020, C(2020) 3108 final.

European Commission (2021): Letter with subject; State Aid SA.57991 (2021/C) (ex 2021/NN) —
Denmark USO compensation for Post Danmark 2020. State aid SA.55918 (2020/FC) —
Denmark Alleged State aid for Post Danmark for USO in 2020. Brussels, 23 July 2021.
C(2021) 5366 final.

European Commission (2022a): Commission Decision of 25 July 2022 on the State Aid S.A.55208
(2020/C) (ex 2022/NN) implemented by Czechia for Czech Post. Brussels, 25.7.2022,
C(2022) 5136 final.

European Commission (2022b): Commission Decision of 10 August 2022 on the State Aid
SA.57991 — 2021/C (ex 2021/NN) implemented by Denmark for USO compensation to Post
Danmark A/S for 2020. Brussels, 10 August 2022. C(2022) 5706 final.

European Commission (2023): Letter with subject: State aid SA.100746 (2023/NN) — France. State
aid to La Poste in return for universal postal service for the years 2021 — 2025. Brussels, 7
December 2023. C(2023) 8708 final.

Faccio, M. (2002): Differences between politically connected and non-connected firms: A cross
country analysis. Purdue University, West Lafayette, 2002.

Frontier Economics (2012). Study on the principles used to calculate the net costs of the postal
USO, december 2012. See https://op.europa.eu/en/publication-detail/-/publication/13f857cc-
74d4-430f-ab13-df744da42bea

Haider, Z.A., M. Liu, Y. Wang and Y Zhang (2017): Government ownership, financial constraint,
corruption, and corporate performance: International evidence. University of Manitoba,
Manitoba, 2017.

Hoyer, W.D. and , S.P. Brown. (1990): Effects of Brand Awareness on Choice for a Common,
Repeat-Purchase Product. Journal of Consumer Research, 17, 141-148.

Interfederaal Korps van de Inspectie van Fiancien ( 2017): Letter to Mr. De Croo, Deputy Prime
Minister and Minister of Developmentcooperation, Digital Agenda, Telecommunications and
Post, regarding postal services, confidential. Brussels, 9 June 2017.

Jones, Thomas M., Jeffrey S. Harrison and Will Felps (2018): How Applying Instrumental
Stakeholder Theory Can Provide Sustainable Competitive Advantage. Published online:
https://doi.org/10.5465/amr.2016.0111, 3 July.

KPMG (2019): Postal services in the internet age.

Kurz R,D. and S.A. Rhoades (1992): A note on the market share-profitability relationship. Review
of Industrial Organization, March 1992, pp. 39-50.

Lee, S. H., and P. M Pedersen (2010): The influence of brand exposure frequency and brand
familiarity on sport sponsorship effects: An examination of mere exposure. International
Journal of Sports Sciences and Physical Education, 1(1), 15-20.

London Economics (2002a): Benefits of universal services provision to consignia, Final report to
Postwatch. London, March.

London Economics (2002b): Review of research on brands and advertising. London.

Nerlove, M. and K.J. Arrow (1962): Optimal advertising policy under dynamic conditions,
Economica, May 1962, pp. 129-142.



34 Summary Report on the Benefits of the Postal Universal Service Provider CONSULT

TERA Consultants (2014): Vérification du calcul du colt net du service universel postal en
Belgique, Study for IBPT, confidential version. Paris, January 2014.

Taylor Nelson Sofres (TNS) (2015): Behoeften onderzoek naar postdiensten onder burgers en
professionele gebruikers.

Universal Postal Union (UPU) (2019). Convention Manual 2018, update 1, Berne, June. From:
http://www.upu.int/uploads/tx_sbdownloader/actManualsinThreeVolumesConventionManual
En.pdf.

Vandewattyne, Jean, John Cultiaux and Rebecca Deruyver (2017): De La Poste a bpost: histoire
d’'une mutation (1991-2015), Courrier hebdomadaire du CRISP, no 2326-2327, pp. 5-104.

Why5Research (2017): Etude qualitative relative aux perspectives des consommateurs sur le
marché postal belge. Antwerpen, 2017; see https://www.bipt.be/public/files/en/22105/2017-
02-07_Kwalitatieve_studie_EN.pdf.

WIK-Consult (2008): Methodology for calculating the net cost of PTC’s universal service obligation
(USO) and the definition of an “excessive burden”, Report prepared for ANACOM, Bad
Honnef, 16 July 2008.

WIK-Consult (2009): Definition, classification and methodology for evaluating intangible benefits
related to universal postal service, Study for ARCEP. Bad Honnef, 3 December 2009,
published by ARCEP 31 May 2010.

WIK-Consult (2015): Review of the postal market three years after full market opening on 1
January 2011. Bad Honnef, 27 February 2015.

WIK_Consult (2020): International Postal Service Remuneration and Regulation, Final Report,
study prepared for the European Commission, DG Grow, Bad Honnef, 15 October 2020. See
https://www.wik.org/fileadmin/files/_migrated/news_files/International_Postal_Service.pdf

Young & Rubicam (2013): Brandasset valuator for Belgium 2013: Energyzed brands. Brussels,
2013.

Zajonc, R.B. (1968) Attitudinal Effects of Mere Exposure. Journal of Personality and Social
Psychology, 9, 1-27.



