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Terminal dues and inward land rates 
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Conv. Article 29: Terminal dues. General provisions 

• Terminal dues apply to "letter post" items only. 

• Defines "country-specific payment system" as the goal of TD reforms: 
– "The provisions of the present Convention concerning the payment of terminal dues are 

transitional arrangements, moving towards a country specific payment system at the 
end of the transition period." 

• Defines "target system" and "transitional systems" of terminal dues. 
– Congress Resolution C77/2012 defines 6 groups of countries. 

– Target system: Groups 1.1 (industrialized countries), 1.2, 2, 3 (beginning 2016). 

– Transitional system: Groups 3 (until 2016), 4, 5. 

• Right of access to domestic postage rates for IC to IC mail. 
– "Designated operators of countries in the target system prior to 2010 shall make 

available to other designated operators of countries that were in the target system prior 
to 2010 the rates, terms and conditions offered in their domestic service, on conditions 
identical to those proposed to their national customers." 

• DOs may make alternative TD arrangements. 
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Conv. Article 30: Target system 

• "Target system" is actually 3 systems of rates. 
– Letter post among Group 1.1 (industrialized countries). 

– Letter post among Groups 1.2 & 2 and to/from Group 1.1. 

– Letter post to, from, or between Group 3 (beginning 2016). 

• Rates are expressed as X per kg and Y per item. 
– X and Y are nominally related to domestic postage rates. 

– In practice, TDs are established by cap and floor limits. 

• Cap and floor limits are unrelated to domestic postage or costs. 

• Cap and floor increase 3% per year from 2014 to 2017. 

• Secondary cap: no increase more than 13% per year. 
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Conv. Article 31: Transitional system 

• Rates are expressed as Z per kg. 
– In case of extraordinary flows, DOs can switch to a item/weight formula. 

– Rates increase 0.7% 2014 to 2015, and 2.8% in 2015 and 2016. 
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Conv. Articles 35 and 36. Inward land rates 

• Inward land rates apply only to parcel post. 
– Packages up to 20 kg. 

• POC delegated authority to fix rates. 
– Rate-fixing authority was granted to the POC in 2004. 

– POC has set the base rate for delivery of parcel post at 71.4% of the inward land rates 
set by an individual designated operator for the year 2004, plus any inflation 
adjustments. 

– Bonus charges are authorized if the DO meets certain conditions. 
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Approximate scope of TD systems, 2011 
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Intra-IC system, 62% 
AvDC system, 17% 

DC system, 21% 

Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Three TD schedules established in 2012 

• Intra-Group 1.1. Mail exchanged between Group 1.1 countries only. 
– Includes the 24 major industrialized counties. 

• “Group 122”. Mail exchanged between countries in Groups 1.2 and 2 or 
between those groups and Group 1.1. 
– Includes relatively small, newly industrialized countries, e.g., Hong Kong, Singapore, 

Bermuda, Qatar. 

• “Group 345”. Mail sent to or from countries in Groups 3, 4, and 5. 
– Includes developing countries and large, new industrialized countries, such as China, 

India, Brazil, and Russia. 

• TDs create economic distortions because they are — 
– Uniform (in some sense) and therefore unrelated to costs. 

– Available only to post offices for items sent from their national territories. 
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Intra-Group 1.1. TDs per kg of typical LP 

10 Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Target and transitional rate schedules 

11 Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Distortions caused by UPU terminal 
dues and inward land rates 
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Group 1.1 inbound LP by TD groups 

13 Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Group 1.1 outbound LP by TD groups 

14 Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Intra-Group 1.1. Net gain or loss from UPU TDs 

15 Source: James I. Campbell Jr., "Estimating the Effects of UPU Terminal Dues, 2014 – 2017" (2014) and related calculations. 



Main distortions caused by terminal dues 

• IC domestic market dominant services are subsidizing IC competitive 
(and maybe market dominant) international services. 
– Since intra-IC postal services are underpriced compared to domestic services. 

– Domestic mailers are discriminated against compared to foreign mailers. 

• Some IC DOs are subsiding other IC DOs. 
– The winners are low-cost exporting countries.  

– The losers are high-cost importing countries. 

• IC DOs are subsidizing DC DOs. 
– Main subsidy is IC underpricing of inbound mail received from DCs. 

• Suppression of competition in outbound services to IC countries 
– Private  operators and ETOEs are excluded from TDs in destination country. 

• The level of distortions is probably increasing from 2014 through 2017 
– Domestic prices are increasing faster than the 3 percent assumed by the UPU. 

– Composition of mail is shifting from documents to small packets. 
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USPS on terminal dues distortions 
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“Terminal dues rates are a significant factor in setting outbound international 

mail rates, . . . Increasing terminal dues rates, especially significant increases 

resulting from elimination of the cap or directly tying the rates to domestic 

mail rates, would result in a considerable increase in the cost of delivery of 

letter post mail abroad. . . . 

 

“The Postal Service estimates that if the cap in terminal dues were eliminated 

in the upcoming Convention cycle, rates for outbound international mail would 

increase . . .  

• Depending on the destination country, First Class Mail International (FCMI) 

rate increases would range from 5 percent to well over 60 percent. . .   

• [For services for bulk letters and direct mail] rate increases would be 

significantly higher . . . nearly 150 percent increase for mail to Denmark, 

more than 120 percent increase for mail to Norway, and an estimated 70 

percent increase for mail to France.” 

 

 

Source: US Postal Service, PRC Docket PI2012-1, Comments (Aug 27, 2012). 



Distortions caused by inward land rates  

• No estimate of distortions 
– Parcel flows subject to inward land rates are unknown and impossible to estimate. 

• Total distortions appear to be much less than for terminal dues 
– Distortions should be qualitatively similar to distortions caused by terminal dues, except 

for subsidy between IC DOs. 

– Level of parcel traffic appears to be much less than letter post traffic.  

• 50 million parcel post v. 800 million small packets. 

– Discrepancy between inward land rates rates and equivalent domestic postage appears 
to be less than for terminal dues. 

 

18 



Restraints on remail and ETOEs 
 

19 



Conv. Article 28. Anti-remail provision (1) 
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Article 28. Posting abroad of letter-post items 

1 A designated operator shall not be bound to forward or deliver to the addressee 
letter-post items which senders residing in the territory of its member country post or 
cause to be posted in a foreign country with the object of profiting by the more favourable 
rate conditions there. 

2 The provisions set out under 1 shall be applied without distinction both to letter-post 
items made up in the sender’s country of residence and then carried across the frontier 
and to letter-post items made up in a foreign country. 

3 The designated operator of destination may claim from the sender and, failing this, 
from the designated operator of posting, payment of the internal rates. If neither the 
sender nor the designated operator of posting agrees to pay these rates within a time limit 
set by the designated operator of destination, the latter may either return the items to the 
designated operator of posting and shall be entitled to claim reimbursement of the 
redirection costs, or handle them in accordance with its national legislation. 



Conv. Article 28. Anti-remail provision (2) 
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Article 28. Posting abroad of letter-post items 

4 A designated operator shall not be bound to forward or deliver to the addressees 
letter-post items which senders post or cause to be posted in large quantities in a country 
other than the country where they reside if the amount of terminal dues to be received is 
lower than the sum that would have been received if the mail had been posted in the 
country where the senders reside. The designated operator of destination may claim from 
the designated operator of posting payment commensurate with the costs incurred and 
which may not exceed the higher of the following two amounts: either 80% of the 
domestic tariff for equivalent items, or the rates applicable pursuant to articles 30.5 to 
30.9, 30.10 to 30.11, or 31.8, as appropriate. If the designated operator of posting does 
not agree to pay the amount claimed within a time limit set by the designated operator of 
destination, the designated operator of destination may either return the items to the 
designated operator of posting and shall be entitled to claim reimbursement of the 
redirection costs, or handle them in accordance with its national legislation. 



Congress Res C44/2004, C63/2008, C6/2012: Anti-ETOE provs 

• ETOE = "extraterritorial office of exchange" or office of a DO outside of 
the national territory of its member country. 

• Destination DO may deny an ETOE: 
– Access to terminal dues or inward land rates. 

– Use of the UPU postal customs procedures. 

– Use of UPU documentation. 

– DO may exercise its discretion whether or not the ETOE is legal in the origin country. 

• Denial of IMPC codes: 
– International Bureau instructed to without assignment of International Mail Processing 

Center codes necessary to forward international mail to DOs for delivery under UPU 
procedures. 

• Authority of Congress to make law by Resolution is unclear. 
– Constitution recognizes only "acts" such as the Convention. 
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Summary of remail/ETOE provisions 

• Discretionary market allocation system 
– DOs are authorized to surcharge or return international mail which is not posted with 

the DO in the national territory whether the sender "resides". 

– Since a multinational company "resides" in multiple countries, a DO may intercept 
almost any international mail of a multinational company. 

– The net effect is the authorize DOs to restraint competition from other DOs. 

• Treatment under US and EU laws: 
– Restraints are highly questionable insofar as they apply to: 

• IC DOs operating between EU and EEA countries; and 

• IC DO operating between industrialized countries and outside the scope of postal 
monopoly laws. 

– Restraints are probably reasonable insofar as they apply to: 

• DOs forwarding international mail that physical originates in ICs. 

– Restraints are probably not reasonable insofar as they apply to: 

• IC companies which produce mail in DOs for forwarding to ICs. 
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Draft Proposals re terminal dues 
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To Part II 
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Draft Proposals re terminal 
dues 
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To Part I 

U:/POUSAINT.2014b_US pos UPU/PPTs_final/20140929_4_TDs_1_final.pptx#47. Draft Proposals re terminal dues


Proposed amendments to the Convention 

2012 Convention  

28. Posting abroad of letter-post 
items 

29 Terminal dues. General 
provisions 

30 Terminal dues. Provisions 
applicable to mail flows between 
designated operators of 
countries in the target system 

31 Terminal dues. Provisions 
applicable to flows to, from and 
between designated operators 
of countries in the transitional 
system 

35 Parcel post land and sea rates 

36 Authority of the Postal 
Operations Council to fix charges 
and rates 

 

 

Draft Proposal 

28. Posting abroad of letter-post 
items* 

29 Terminal dues. General 
provisions** 

29bis Country specific system for 
delivery of documents and 
packages 

30 Terminal dues. Provisions 
applicable to mail flows between 
designated operators of 
countries in the target system** 

31 Terminal dues. Provisions 
applicable to flows to, from and 
between designated operators 
of countries in the transitional 
system** 

31bis Limits on the availability of 
preferential terminal dues and 
inward land rates 

35 Parcel post land and sea rates** 

36 Authority of the Postal 
Operations Council to fix charges 
and rates** 

 

* Replaced by 31bis 

** Modify to exclude mail between 
ICs covered by 29bis 
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Terminal dues proposals 

• T1. New Convention Art. 29bis adding country specific 
terminal dues system 
– Documents and packages exchanged between industrialized 

countries only. 

• Congress or CA to define "industrialized countries." 

– Rates for delivery of inbound mail to apply in the same manner 
as domestic rates. 

• DO retain same freedom to make individual deals with other 
DOs or mailers. 

– Disputes to be resolved by independent body. 

• T2. New Convention Art. 31bis specifying limits to 
preferential terminal dues and inward land rates 
available under target and transitional systems 
– Limits on large quantities of commercial packages. 

– Limits on excessive quantities of letter post items. 

– Prohibition against use by ETOEs. 

• T3. Congress resolution re global plan for country 
specific terminal dues 
– Require CA to develop a reform plan for 2020 Congress 

• Must preserve single postal territory; and 

• Existing benefits for social mail of needy developing 
countries. 
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