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CWU SUBMISSION TO THE EUROPEAN COMMISSION

UNITED KINGDOM – STATE AID MEASURES TO ROYAL MAIL 

(SA 31479)
Introduction
1. The Communication Workers Union (CWU) represents approximately 215,000 employees in the postal, telecoms and related industries in the UK and is the recognised union in Royal Mail for all non-management grades.

2. The CWU welcomes the opportunity to contribute to the European Commission’s investigation into the UK government’s application to grant state aid measures to Royal Mail announced in the Official Journal of the European Union on 9 September 2011. 
3. Royal Mail and its employees have endured a challenging time in recent years. The company has faced an unprecedented set of circumstances: premature liberalisation, damaging regulation, the legacy of chronic underinvestment, a massive pension deficit, a declining market and a modernisation programme requiring unprecedented levels of change for workers. This has contributed to uncertainty for the company, its customers and the working lives of its employees.
4. Moreover, uncertainty has stemmed from a political process which saw two postal services bills in two years, a stalling of the regulatory process and continues now with the application for state aid and the potential privatisation of Royal Mail.
5. The CWU recognises Royal Mail’s financial position is very serious and is concerned that without intervention the company will be unable to continue to provide the universal postal service in the UK. 

6. The UK government is proposing a number of measures which will aid Royal Mail financially and has applied to the European Commission for state aid clearance. These include: 

· Relief of the historic pension deficit 

· Writing off up to £1.7bn of existing loans 

· Creation of a £200m rolling credit facility

7. Action to relieve Royal Mail of its pension deficit has broad support among stakeholders and is the policy of both the current coalition government and of the last Labour government. The CWU supports government intervention on the pension deficit and on the refinancing of Royal Mail’s debts. This intervention is necessary to secure the company’s future; the need for it stems from the legacy of government policy on regulation and on pensions. The UK government has a duty now to intervene and its action should be supported by the Commission. However, it is vital that the Commission recognises that assistance should not bring with it interventions or conditions which may destabilise the balance that has been reached between stakeholders and make Royal Mail’s already problematic restructuring plans more difficult to achieve. 
8. The union remains strongly opposed to plans to privatise Royal Mail; we do not believe privatisation is necessary for the successful modernisation of the company and believe it would be damaging to Royal Mail’s future. Government intervention on pensions and the granting of European state aid to facilitate this should not be contingent on the privatisation of the company. 

Royal Mail’s financial position

9. The CWU welcomes the Commission’s acknowledgement that Royal Mail is facing significant financial difficulties and that the company is not in a position to overcome them without additional resources. While Royal Mail’s financial difficulties are clearly understood, we would like to emphasise the causes of these problems. These stem from a combination of the following: the size of the company’s pension deficit and the rate at which it is required by UK law to repay the deficit. Additionally, early liberalisation of the UK postal market, chronic under-investment, a declining market and damaging regulation have stripped Royal Mail of revenue and have made funding the crucial modernisation of Royal Mail extremely difficult. Finally, a changing postal market and falling mail volumes are serving to exacerbate Royal Mail’s position.
Royal Mail’s restructuring

10. Royal Mail is currently undertaking a major restructuring plan to modernise its operations. The plan involves the reorganisation and closure of a very significant proportion of its mail centre network. It means the introduction of new machinery to sort mail and new equipment and delivery methods for postal delivery workers, resulting in the restructuring of all delivery duties. This is change on an unprecedented scale. Both Royal Mail’s current business plan and the recent Postal Services Act imply major changes for the business. The Act means the imminent separation of the Post Office from Royal Mail and the establishment of wide-reaching new arrangements to accommodate this, including a change of employer and a separate pension scheme for those workers affected. 
11. These changes are not part of a simple business cycle of investment and growth. They are huge and wide-ranging. Without modernisation Royal Mail’s future and that of the universal service is in doubt. There is no question that Royal Mail needs financial assistance. However, the Commission must recognise the difficult process Royal Mail, the government and its workers have undergone to get to the current position. While not all the changes are acceptable to all parties there are serious risks attached to external interventions that might make the process of transformation more difficult. 
Pensions

12. Royal Mail is struggling under a massive pension deficit. This stood at £10.3bn at its last triennial actuarial valuation in 2009. Annual deficit repayments of £300m dwarf the business’s annual profits of £39m in 2010/11. This is on top of ongoing annual pension contributions of approximately £440m.
13. The payments required to fund the pension deficit are unsustainable; Royal Mail cannot afford to continue these payments while facing a tough competitive environment, a declining market and investing heavily in modernisation to mitigate years of underinvestment. This strain on Royal Mail’s financial position threatens its ability to meet its universal service obligation, enshrined in UK and European law.
14. The CWU has consistently called for government intervention on the pension deficit. Royal Mail must be relieved of this burden in order for the company to have a viable future. The members of the Royal Mail Pension Plan, who have contributed in good faith towards their retirement income, must have their benefits protected and their pensions honoured. 

15. Both the current coalition government and the previous Labour government endorsed the findings of the 2008 government-commissioned Hooper review of postal services that Royal Mail’s pension deficit is a significant constraint on the business and a threat to the universal service. Both accepted the review’s conclusion that the best long-term solution would be for the deficit to be managed by central government. 
16. The Royal Mail Pension Plan (RMPP) has its origins in the Post Office Staff Superannuation Scheme (POSSS) which was established in 1969 when the Post Office ceased to be a government department and became a public corporation. The scheme was in deficit shortly after being established and returned to surplus in 1988. The scheme was closed to new entrants in 1987 and the Post Office Pension Scheme (POPS) was created. POPS moved into deficit in 2000 in the same year that the two schemes were merged to create RMPP. 
17. Members of the RMPP have made a major contribution to the ongoing affordability of the scheme through reductions in their benefits introduced in 2008 and opposed by the CWU. The RMPP closed to new members in April 2008 and a defined-contribution scheme was established for new entrants. The remaining active members in the RMPP saw their benefits reduced through a move from a final-salary scheme to a career-average scheme and an increase in the pension age from 60 to 65.
18. RMPP’s deficit has been affected by a number of factors, some common to all defined-benefit schemes, such as increased longevity, government legislation (affecting taxation on dividends to pension funds and increased regulation on funding requirements) and poor investment returns. 

19. The pension deficit was also in large part affected by a thirteen-year ‘pensions holiday’ between 1990 and 2003, a period during which the company ceased to pay pension contributions into the fund because the scheme was fully funded. This in turn was as a result of government policy at the time. Regarding its non-payment of contributions Royal Mail has stated that:

“Under the Prescribed Basis (set out in Schedule 22 to the Income and Corporations Taxes Act 1988) employers have to take action to utilise any surplus assets above the 105% funding level on this basis either to improve benefits or take a contributions holiday… It did not make sense to continue making contributions, only to take a contributions holiday enforced under this legislation.”

20. The government policy at the time, preventing companies from sustaining a pension surplus to mitigate the risk of future deficits, was very damaging. We believe the government has a duty to make good the impact of this policy. Moreover, the government took advantage of Royal Mail’s years of profit, preventing the company from undertaking the necessary restructuring and allowing investment levels to fall behind those found in other large companies. For many years Royal Mail was required to generate funds for the exchequer through its External Financing Limit (EFL) regime. The EFL ran between 1976/77 and 1998/99. A total of £2.48bn was generated for the government during this period. At today’s prices this would be worth well in excess of £4bn.
21. There is no doubt that government action on the pension deficit is essential to secure the future of Royal Mail and with it the universal postal service in the UK. However, the detail of how this is implemented needs careful scrutiny and is a cause for concern, particularly whether the arrangements will adequately ensure the longevity of the scheme. Nevertheless, and notwithstanding our opposition to the government’s policy of privatisation, we welcome the UK government’s decision to take on the pension deficit and support its application for state aid to allow this policy to be implemented. 
Liberalisation and regulation
22. The liberalisation and regulation of the UK postal market has been a problem for many years. The CWU has campaigned during this time for the impact of regulatory decisions on Royal Mail and the postal market to be properly addressed. There is now significant consensus among stakeholders in the UK that change is needed to secure the future of Royal Mail and the universal postal service. 
23. The government has gone some way towards recognising this by enshrining in law the universal service provider’s entitlement to make a commercial rate of return on investments in connection with the universal service. The controversial and damaging downstream access regime is also being reviewed. We await the forthcoming consultation on the future of regulation from the new postal regulator Ofcom and hope the proposed new regime will offer Royal Mail the freedom it needs to compete fairly. 

24. The bulk mail market in the UK was opened to competition in 2003 and the first downstream access agreement was reached, under pressure from the regulator, in 2004. The UK postal market was then fully opened to competition in 2006, four years before the bulk of EU member states and six years before the remaining member states must open their markets to competition. Liberalisation happened in the UK before Royal Mail was ready to face competition. The company rapidly began losing market share and consequently revenues and has struggled to make up for the years of under-investment it has experienced. Unlike incumbents in France, Germany and the Netherlands, Royal Mail did not have the opportunity to modernise its infrastructure before the market was liberalised. 

25. Royal Mail needed to make significant investment in its infrastructure to meet the demands of the modern market and is now undergoing this process against a backdrop of competition propped up by an onerous regulatory regime and in a declining market exacerbated by the economic crisis. Beyond the premature liberalisation of the UK postal market, regulation by the regulator Postcomm has excessively constrained Royal Mail and led the company to its current weak position. 
26. The downstream access regime, which allows competitors to access Royal Mail’s network at prices lower than it costs Royal Mail to provide the service, coupled with the access headroom regime, which requires Royal Mail to keep an excessive margin between access prices and end-to-end prices, has prevented the company from competing, devastated its mail volumes and seriously weakened its financial position. The company has lost over half of its upstream bulk mail volumes, subsidising its competitors by an estimated 2.5p per item, and has been losing upward of £150m a year due directly to the downstream access subsidy alone. Downstream access is an artificial form of competition propped up by regulation and represents a marked distortion of the market in its own right. It has been allowed to develop in the UK in a form not seen in other European countries. Change to the regime is slowly happening – Ofcom is currently considering its future - but this will not win back the years of lost revenue. Nor will it undo the damage caused by a regime that forced Royal Mail to focus on stemming these losses rather than investing in the future and innovating to develop new products and services.
27. Postcomm’s pricing regime has further held Royal Mail back. Before the arrival of the regulator stamp prices had not kept pace with inflation and since Postcomm’s original price control in 2001 Royal Mail has seen prices frozen and then linked to below inflation formulas which required Royal Mail to cut costs and restricted opportunities for investment. Moreover, the regulator vastly underestimated the extent of volume decline both in the market and to downstream access. Consequently, over the course of the last price control, Royal Mail has generated £3bn less in cash than the regulator anticipated. 
28. The union is encouraged to see a growing focus on the innovation of new products and services in Royal Mail’s business plan. Unfortunately it has taken a long time for the business to reach this point. We accept Royal Mail’s argument that regulation, such as that requiring the business to notify the market of its intention to release new products, acts as a disincentive on Royal Mail to innovate. However, we also believe an excessive focus on cost cutting and competition on price alone has also stifled innovation.  

29. Regulation has been a major contributing factor in weakening Royal Mail’s financial position and consequently its ability to maintain the universal service. The early liberalisation of the UK postal market and the form and manner in which competition has been managed has led Royal Mail to a position where financial assistance from government is now essential.

Underinvestment

30. The UK government’s policy of early liberalisation and regulation has disadvantaged Royal Mail relative to its competitors. The company has suffered many years of underinvestment, first as monopoly provider, when the government appropriated the company’s profits without investing in modernising the company’s infrastructure, and then as revenue has declined due to damaging regulatory decisions. The result has meant Royal Mail, unlike other European incumbents, trying to catch up and modernise its operations while simultaneously facing strong competition in a declining market. 
31. Both Deutsche Post and TNT were able to modernise their networks with the benefit of a reserved area. Deutsche Post and TNT undertook radical restructuring of their network is in the early 1990s before fully liberalising in 2008 and 2009 respectively. La Post underwent infrastructure modernisation between 2003 and 2007 under the ‘Efficiency and Convergence’ contract signed with the French government.

32. The historic underinvestment in Royal Mail was recognised by the Hooper report into postal services which states that Deutsche Post invested £3bn in the 10 years between 1990 and 2000. Previously in 2006 this underinvestment relative to TNT and Deutsche Post was recognised by the regulator Postcomm in documents informing the 2006 price control. While Deutsche Post was receiving this major investment in its infrastructure, the UK government was doing the opposite and appropriating Royal Mail’s profits through the External Financing Limit. 
Declining market

33. Royal Mail’s investment programme comes at a time when the vast majority of postal administrations are facing a declining market. In the current market Royal Mail would need to cut costs simply to stay still; the company reported a 4% decline in mail volumes in 2010/11 and expects total mail volumes to decline at a rate of approximately 5% a year in coming years. The extent to which decline is structural or cyclical is unclear. Nevertheless, mail volumes have been falling steadily since 2006 and, as yet, show little sign of recovery. This is not to say that there is not a strong future for mail if we respond to changing customer behaviour and promote innovative products and services. Consumers value the universal service; the postal service remains essential to the economic functioning of the country and is a lifeline for many communities. The growth of the internet has brought with it greater flexibility for working arrangements and business location all of which depend on a reliable national postal network. 

Modernisation
34. The modernisation of Royal Mail’s infrastructure and operational practices is essential for the future of the company. The CWU accepts the need for modernisation and is working hard with Royal Mail to bring the company through this difficult period of transformation. However, it must be recognised that the prospect of privatisation is having a destabilising impact on the workforce.
35. The union negotiated a ground-breaking agreement in 2010 which recognised the need to radically transform the business and set out the mechanisms through which change would be introduced. The agreement also recognised the challenging employment and industrial relations in Royal Mail. Both sides made strong commitments to building a new relationship between the union and management at all levels. The agreement stated that:
“Both parties agree that central to success is the need to fundamentally transform relationships and quickly build a culture of mutual interest between managers, union and employees.”
36. The agreement built on the principle that change must be achieved through co-operation, stating that:
“A test of the agreement will be the extent to which the changes that are part of it are introduced on time and through joint cooperation to achieve the best possible outcome for customers, employees and the company.”
37. The CWU remains fully committed to modernisation and the 2010 agreement. However, undertaking the steps necessary to transform the business has put enormous pressure on our members as their working lives undergo radical change. The introduction of new working methods, and particularly the consequent revisions in the delivery network, is very challenging and the pace at which these changes can be introduced is naturally limited.  The Commission should also recognise that whilst traditional mail volumes are falling, the current downstream access arrangements means that delivery workers do not always see the impact of falling mail volumes because they still deliver competitors’ mail. Furthermore, the mail centre rationalisation process is complex and raises significant people and quality of service issues.
38. Royal Mail has recently introduced a new business plan which forms the basis of its application to the Commission for state aid. This plan differs from that which applied at the time that the 2010 Business Transformation agreement was reached. The new plan expects transformation to take longer than previously anticipated and has lower expectations for revenue and profit. 
39. While we welcome a more realistic appraisal of the transformation process, extending its length has implications for Royal Mail’s workers. Whereas previously the Business Transformation agreement went in tandem with the business plan, meaning remuneration was linked to changes and job security commitments were due to last for the length of the plan, now the implication is that change will continue outside of agreement. 
40. We therefore have concerns about the achievability of the extended business plan. Workers at Royal Mail are struggling with the level of change being introduced. The prospect of privatisation has to be recognised as a destabilising factor among the workforce. The business is yet to give its workforce the level of assurances necessary to secure this extended level and length of change. The workforce will be looking for assurances that current agreements will be honoured and that there is job security for those wishing to remain with the business; the union recognises that jobs will go as new technology changes the way Royal Mail works, but these changes must continue to be on a voluntary basis and the nature of the remaining jobs must reassure the workforce that there is value in undertaking change.  

41. We continue to have concerns about the way Royal Mail is seeking to reduce costs. Too often the business’s approach means local managers are pushed to seek short-term costs with insufficient regard to producing long-term sustainable working practices. Workers have been promised fair and manageable workloads following proper resourcing procedures and the modernisation process must be consistent with these principles.
42. Royal Mail made commitments in the Business Transformation agreement that workers would be rewarded for change through payments arising from the company’s Colleagueshare plan. The revised business plan means workers will no longer receive any payment from the scheme. Workers are therefore losing out on payments they had been led to believe would reward them for undertaking change. Royal Mail needs to ensure workers are properly rewarded, in order to meet the commitments of the agreement but also to incentivise the change that is so badly needed. At the moment there are far fewer incentives in place to encourage change than envisaged. 

43. The Postal Services Act clearly introduces significant change into the postal industry. A number of major issues will need to be addressed between the government, Royal Mail and the CWU. These include the implementation of an employee share scheme, the details of the transfer of the bulk of RMPP to the government and arrangements for future governance of Royal Mail. The CWU wishes to engage on these issues and to ensure that the interest of Royal Mail’s employees and those of the broader postal industry are consistently addressed. 

44. The business must ensure its commitments to transforming relationships and building a new positive industrial relations climate are met. This needs to start by reaching agreements with the union that reflect the terms of the new business plan. Under these circumstances and with the necessary hard work we believe the successful transformation of Royal Mail is achievable. 
Addressing the Commission’s concerns

45. In addition to protecting the interests of its members the CWU’s key concern is to ensure that Royal Mail gets the financial support necessary for the company to have a stable and successful future. Our concern as to the formal category of state aid deemed applicable by the Commission is only insofar as the conditions they might impose upon Royal Mail. The level of publicly available information on the application makes it difficult for us to fully assess the pros and cons of the forms of state aid under consideration.

46. We would urge the Commission to consider limiting the conditions it applies to any state aid granted to Royal Mail. The business’s restructuring plan is already challenging and the consensus needed to achieve it fragile – the Commission should seek to understand this and resist applying conditions that will make this process more difficult.
47. We believe there is a case for considering government’s proposed assistance as ‘legacy’ aid. If so doing will better help the Commission to grant state aid and limit potentially damaging conditions such as the divestment of assets, we would urge the Commission to consider this form of aid. 
48. If the Commission were to consider restructuring aid, it is essential that the Commission mitigate its guidelines to limit conditions which might be applied to the aid in order that Royal Mail can emerge on a sound financial footing. As we have made clear we do not support the privatisation of Royal Mail and do not believe aid to the company should be contingent on this process. Likewise we would not wish to see the Commission impose onerous conditions on Royal Mail in exchange for aid. 

49. The successful transformation of the business and achievement of financial security rests on the Royal Mail Group remaining a fully integrated end to end service provider. This also requires the contribution of all parts of the group-wide business, including the European parcels business GLS and Parcelforce Worldwide. Royal Mail would seriously struggle to meet the tough targets of its business plan were it forced to divest significant assets to meet state aid guidelines. 
50. Royal Mail is the only company in the UK which is capable of delivering the universal service as required under Directive 97/67/EC and we believe that the proposed measures are necessary to ensure the survival of the company and the continuance of postal services in the UK. We would submit that the Commission’s decision should reflect the importance of these EU objectives in granting the aid and in relation to any conditions which are placed on this, which could jeopardise these objectives going forward. This is particularly important in a declining market.

51. In relation to the impact of the proposed aid on competition, while Royal Mail has a dominant position in end-to-end markets in the UK and provides the final delivery stage for 98% of mail volumes, this reflects the way competition has been encouraged through the access regime and rival operators now have over 50% of the addressed mail market by volumes as a result of this. It is clear that Royal Mail’s survival is essential to their business models. We would therefore argue that the measures will not distort competition and are clearly in the broader Community interest.

Rescue and restructuring aid

52. In its letter to the UK government, the Commission stated that “where a state aid measure falls within the scope of the [rescue and restructuring aid] guidelines, the Commission believes that in the first instance it should be assessed against them” noting that in Royal Mail’s case “the measure accompanies a significant restructuring”. We would question whether the accompaniment of restructuring necessarily means the aid should be considered as restructuring aid rather than relating to legacy costs. In the case of La Poste in 2008 and the Greek telecommunications operator OTE in 2006, state aid was granted as ‘legacy’ or ‘stranded’ costs while accompanying significant company restructuring. Again, our primary concern is the mitigation of guidelines which will impose onerous conditions on Royal Mail which threaten the achievability of the restructuring plan and the business’s ability to provide a universal service. 
53. The Commission will initially consider the application for aid under rescue and restructuring aid under the following criteria.
54. Financial difficulty: We welcome the Commission’s acknowledgement that Royal Mail is a firm in financial difficulty. As stated above, we do not believe there is any doubt about this position. 

55. Long-term viability: The Commission questions whether Royal Mail’s plan will return the company to long-term viability and has particular concerns regarding the length of the business plan and its sensitivity to external factors such as volume decline. We would urge the Commission to consider this in more detail. As we have stated we believe there remains an element of doubt around the achievability of the company’s business plan. However, this relates primarily to the manner through which management chooses to implement change. While we would like to see modernisation happen as swiftly as possible, we do not believe the length of the plan is necessarily in itself a problem and instead potentially indicates a more realistic assessment of the challenges faced by the company. The plan needs the financial support outlined by the UK government as well as a better regulatory position. Uncertainty over future market conditions is to some degree inescapable.
56. Distortion of competition: A condition of rescue and restructuring aid is that it should not cause ‘undue’ distortion of competition and that where this is the case a limitation of the company’s presence in the relevant markets may be required as compensation to its competitors. 
57. The Commission recognises that the regulatory requirements on the company in its domestic market may make it difficult for the company to divest assets. However, the Commission notes that GLS operates in unregulated markets outside of the UK and questions whether the aid will give GLS an advantage in these markets. 
58. Firstly, the Commission must recognise that the current status of the postal market in the UK itself represents a distortion of competition. Downstream access providers have had their business models subsidised by Royal Mail and have thus enjoyed the benefits of this distorted competition. It is this artificial form of competition that has left Royal Mail struggling to compete and it is from this distortion that the UK postal market is yet to recover.
59. Before seeking to compensate competitors, we would urge the Commission to consider the importance of the contribution made by all parts of Royal Mail, including GLS to the achievement of the business plan. Moreover, we would urge the Commission to give due regard to the importance of a healthy and modernised Royal Mail for the overall postal market, including for its competitors. 
60. We would also question the extent to which Royal Mail’s operation on foreign markets distorts competition. The envisaged aid will not directly affect GLS’s costs or prices. GLS employees are not members of the RMPP and therefore pension deficit relief will not affect the business’s costs. We would therefore argue that this change will not affect GLS’s relationship with its competitors. 
61. Aid limited to minimum and own contribution: The Commission is yet to take a position on whether the application meets the conditions of being the minimum necessary and whether Royal Mail is in a position to meet conditions on its own contribution. We reiterate our position that we do not accept that the granting of state aid should be contingent on the sale of the company. Royal Mail’s major restructuring is being undertaken regardless of any future sale. The suggestion that Royal Mail should contribute up to 50% of the value of the aid implies the only means by which it could achieve this would be through the sale of the business or taking measures which would jeopardise its financial sustainability and an already tight business plan. We would urge the Commission to reconsider this position and where necessary mitigate its guidelines.
62. One-time-last-time: The Commission rightly recognises that Royal Mail has not previously received state aid under rescue and restructuring guidelines and therefore fulfils the ‘one time last time’ condition. 
Pension relief as compensation for ‘legacy’ costs
63. The UK government has argued that part of the pension relief can be allowed on the basis of the ‘legacy’ or ‘abnormal’ costs that the business experienced as a result of its former status as a monopoly provider. The UK government argues that this claim is analogous with the aid granted to the French operator La Poste in 2009 for £76bn in pension relief.

64. The Commission has questioned this, arguing that La Poste’s pension costs stemmed from those in the French civil service, which were distinct from those in the private sector. In France, unlike the UK, there is a general pension system in the private sector with which the state operator’s costs can be compared. The Commission argues that the same comparison cannot be made in the UK as no general pension system exists in the UK.

65. While it is regrettably true that no general pension system exists in the UK, this does not detract from the fact that former state-owned companies generally operate superior pension schemes to those found in the private sector. Defined-benefit schemes such as that operated by Royal Mail are rare in the private sector in the UK and tend to exist mainly in former state-owned utilities.
66. In 2009 there were only 2.4m workers in the UK who were active members of defined-benefit schemes in the private sector; this includes schemes that are closed to new members. Moreover, research shows that average employer contributions to defined-benefit schemes in 2009 were 29.5% as compared with average employer contributions to defined-contribution schemes of just 11%. As far as we are aware none of Royal Mail’s competitors in the UK operate defined-benefit pension schemes and nor do most other private sector companies. Royal Mail and La Poste’s positions with regard to pensions are comparable; the absence of a general private-sector pension scheme comparator in the UK does not mean the positions of the French and British incumbent postal operators are not analogous. 
67. We would question the point made in paragraph 146 of the Commission’s letter which states that according to the UK government Royal Mail decided to use up the deficit in the 1990s to grant enhanced benefits to members. A number of minor improvements were made to the scheme in 1990 at the point when the POPS and POSSS schemes were merged. These minor improvements were paid for by savings made by merging the administration of the two schemes. They do not relate to any surplus in the scheme. 
Services for General Economic Interest
68. The CWU believes that the current application for assistance should be considered under the category of Services for General Economic Interest. We believe postal services constitute a service in the general economic interest. The value of the universal service is recognised by the EU in the Postal Services Directive and by the UK government in the Postal Services Act 2011. It provides an important service to citizens that would not exist without government intervention. The current aid proposed by the UK government is aimed at securing Royal Mail’s future as the universal service provider and recognises that it is the only company capable of providing this service. 

69. As the Commission notes, Royal Mail operates under a public service mission. The majority of Royal Mail’s operation is based around the provision of the universal service. Non-universal service products are possible only because of the infrastructure in place to ensure the one-price-goes-anywhere daily delivery of the universal service. 
70. Relief of the pension deficit is essential for Royal Mail to be able to continue to provide the universal service. We would therefore urge the Commission to consider granting state aid under this category and free Royal Mail of any potentially onerous conditions that might otherwise apply.
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