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COMMENTS SUBMITTED BY THE TREASURY
At paragraph 10.1 the report states “The detailed procedures were clearly intended by the
Treasury to conform to the principles of good and fair competition.....” however it appears
that this statement is contradicted by a previous statement at paragraph 6.4”....it is clear

from the Investigation that no serious consideration was given by the Treasury to the matter
of ensuring that there were no anti-competitive elements to the procurement.” Mindful that
both statements cannot be correct and in order to avoid any confusion Treasury can confirm
that the correct statement is the one set out at paragraph 10.1 and conversely the
statement at paragraph 6.4 must therefore be incorrect.
At paragraph 7.8 the tone of language used appears to be challenging the motivation of the
Treasury “If that was, indeed, the true purpose....” Without any evidence to the contrary
this statement may appear to challenge Treasury’s integrity in this matter. Therefore for
clarity Treasury can confirm that the stated purpose was, of course, the true purpose.

REPORT ON A PRELIMINARY INVESTIGATION UNDER SECTION 9 OF THE
FAIR TRADING ACT 1996 INTO THE SUPPLY OF PRINT SERVICES AND PLAIN
PAPER & ENVELOPES TO ISLE OF MAN GOVERNMENT

APPENDIX 11

POST OFFICE RESPONSE TO
FINAL DRAFT REPORT

REPORT ON A PRELIMINARY INVESTIGATION UNDER SECTION 9 OF THE
FAIR TRADING ACT 1996 INTO THE SUPPLY OF PRINT SERVICES AND PLAIN
PAPER & ENVELOPES TO ISLE OF MAN GOVERNMENT

APPENDIX 11

COMMENTS SUBMITTED BY THE POST OFFICE
TABLE OF CONTENTS
1.

Executive Summary

2.

Comments upon the Report in general

3.

Detailed comments upon individual Sections of the Report

4.

Concluding comments upon the Report

5.

Definitions

1.

Executive Summary

1.1

In its Report the OFT has noted that the Post Office is an in-house resource of
Government. The OFT also notes that the purpose of the appointment of the Post
Office to provide print services and supply plain paper & envelopes to the
Government was to make “significant savings”, in response to the loss of income
deriving from the Revenue Sharing Agreement with the UK, by ensuring that
Government is using its scale to buy goods and services in the most cost-effective
manner.

1.2

However, the OFT has assumed that the Post Office is a commercial printer, and as a
result has concluded that the appointment of the Post Office to supply print services
to the Government is an inherently anti-competitive practice in terms of Section 8 of
the Fair Trading Act 1996, because the Post Office has a “duality of roles” in acting
both as a commercial printer and in outsourcing print jobs for the Government.

1.3

The reality is that the Post Office is not a commercial printer.

1.4

The OFT appears to have assumed the Post Office is a commercial printer mainly
because the Post Office provides Telepost Services under Section 4 (1)(a) of the Post
Office Act 1993, which involves some printing. In fact, such printing is merely part
of the process of producing Postal Packets for customers, which are delivered in the
mail. Telepost Services are an important part of the Post Office’s postal offering, and
it is estimated that in the current financial year Telepost Services will generate over
£1 million pounds of revenue from off-Island sources alone.

1.5

In relation to its Telepost Services: (a)

The Post Office undertakes some personalised printing for the purposes of
creating a Postal Packet from electronic data provided by a customer;

(b)

The majority of the personalised printing is given to the Post Office because
the Post Office has the ISO 27001 (data security) accreditation, which none
of the local Printing Firms have, and which many customers require before
they will allow personalised printing of items such as bank statements. In
this regard the Post Office competes for off-Island business in relation to
bank statement type Telepost Services;
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(c)

the Post Office outsources to local Printing Firms 99% of the nonpersonalised printed material contained in the Postal Packets that it sends
out, in circumstances where the customer has not provided the printed
material to the Post Office.

1.6

Accordingly, it cannot be held that the Post Office is a commercial printer,
particularly since its revenue from printing work that was not undertaken for the
Government, or as part of its Telepost Services, amounted to 0.01% of its total
revenue for the year 2011/2012 (i.e. approximately £3,000 out of the total revenue
of £28.6 million pounds).

1.7

Although the OFT has amended the final version of its Report to include a rather
self-serving definition of “commercial printer”, the definition is unrealistic, and the
reality is that the Post Office undertakes some personalised printing as part of its
postal offering in the circumstances set out above, and not as a commercial printer
within the real meaning of that phrase.

1.8

Accordingly, it is incorrect for the OFT to assume that the Post Office is a commercial
printer, and the OFT’s finding that the appointment of the Post Office to outsource
print services for the Government is an anti-competitive practice is also incorrect.

1.9

The Post Office would also make the point that it actually contributes to the growth
of the local printing market through its provision of Telepost Services to customers
outside the Island. By successfully competing for this off-Island Telepost Work, the
Post Office has generated at least £107,000 worth of new printing revenue for the
local printing market over the last 18 months. This income is an addition to the
existing level of spend on print which the Post Office currently provides to the local
printing market, and it is anticipated that it will grow.

2.

The Report in General

2.1

The Post Office is concerned that the Report endeavours to deal with a number of
areas which are outside the scope of the terms of reference of the Investigation.
Indeed, some areas of the Report appear to be outside the terms of reference as
expanded by the Board of the OFT itself, (as set out at Section 2.1 of the Report).
By way of example: (a)

The Report concludes (at Section 15.1.1) that “the Post Office Act 1993 (as
amended) does not, in itself, represent an anti-competitive practice in the
terms defined by Section 8 of the Fair Trading Act”. It is noted that the OFT
has resiled from recommending that the POA should be replaced in its
entirety (as suggested in a previous draft of the Report). However, CoMin
did not direct the OFT to conduct an investigation as to whether the POA as a
whole represented an anti-competitive practice, which would have been a
huge undertaking. Rather, CoMin directed the OFT to investigate whether
the appointment of the Post Office to provide print services and broker the
supply of plain paper & envelopes to the Government was potentially anticompetitive.

(b)

At Section 5.7 the Report finds that the POA “does not meet the standards
demanded by modern international competition best practice in terms of
competitive neutrality”, and at Sections 5.3 and 5.4 cites with approval the
OECD “Competition Assessment Toolkit”, the UK Office of Fair Trading’s
“Competition in Mixed Markets” and the Council of Australia’s “Competition
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Principles Agreement” as useful benchmarks. However this finding is clearly
outside the terms of the Investigation that CoMin directed the OFT to conduct
into “the supply of print services and plain paper & envelopes to the Isle of
Man Government”. Further, it is not supported by any detailed or balanced
discussion about the specific and important issues which face the Isle of Man
in relation to the provision of postal services, given that it is a very small
jurisdiction, which is geographically isolated, with a micro economy. In
addition, there is no considered discussion or analysis within the Report as to
whether it is appropriate to apply, for example, the OECD Toolkit in relation
to postal services in the Isle of Man, given the Island’s unique situation and
its limited membership of the EC. This is a very sweeping criticism of the
POA, and the Post Office is concerned that the OFT’s unsubstantiated
conclusions in this regard have tainted its approach when considering the
matters that are within the remit of the Investigation.
2.2

One of the Report’s conclusions is that the appointment of the Post Office to
outsource print services for the Government was an anti-competitive practice in
terms of Section 8 of the FTA. Unfortunately, this finding is based on the OFT’s
incorrect assumption that the Post Office is a commercial printer, and since this
assumption is incorrect, the OFT’s finding in this regard is also incorrect, and cannot
be relied upon.

2.3

In this regard the Post Office undertakes some printing as part of the Telepost
Services that it provides under Section 4 (1)(a) of the POA. However, this printing
consists of creating personalised Postal Packets from electronic data provided by
customers of the Post Office, and delivering those Postal Packets in the mail. Where
the Postal Packets are to contain non-personalised printed material which has not
been provided to the Post Office by the customer, the Post Office outsources the
printing of this material to local Printing Firms. Over the last 2 years the Post Office
has outsourced to local Printing Firms 99% of non-personalised printed matter to be
included in Postal Packets where the customer has not supplied the material.
Further, the Post Office has the ISO 27001 (data security) accreditation, (which none
of the local Printing Firms have, which many customer require before they will allow
personalised printing of items such as bank statements. In this regard the Post
Office competes for off-Island business in relation to bank statement Telepost
Services.

2.4

Whilst the Post Office has, on rare occasions, undertaken very small amounts of
printing at the request of a customer, the revenue gathered by the Post Office in
relation to printing work that was not for the Government, or a part of its Telepost
Services, was approximately £3,000 per year in each of 2010/11 and 2011/12.
When compared with Post Office turnover for those two years (£26.7 million in
2010/11 and £28.6 million in 2011/12), it can be seen that Post Office revenue
generated by printing sold to the commercial market amounted to 0.01% of its
revenue. Viewed in this light, the Post Office cannot be classified as a commercial
printer.

2.5

Accordingly, the Post Office cannot be classified as a commercial printer in
circumstances where –
(i)

its revenue from printing work that was not for the Government or a part of
its Telepost Services amounted to 0.01% of its revenue;
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(ii)

in relation to its Telepost Services –
(a)

it undertakes some personalised printing for the purposes of creating
a Postal Packet from electronic data provided by a customer;

(b)

The majority of the personalised printing is given to the Post Office
because the Post Office has the ISO 27001 (data security)
accreditation, which none of the local Printing Firms have, and which
many customers require before they will allow personalised printing of
items such as bank statements. In this regard the Post Office
competes for off-Island business in relation to bank statement type
Telepost Services;

(c)

the Post Office outsources to local Printing Firms 99% of the nonpersonalised printed material contained in the Postal Packets that it
sends out, in circumstances where the customer has not provided the
printed material to the Post Office.

2.6

Accordingly, the Post Office considers that the OFT is incorrect to reach the
conclusion that the appointment of the Post Office to outsource print services for the
Government was an anti-competitive practice, since the Post Office is not a
commercial printer.

2.7

The Post Office would also make the point that it actually contributes to the growth
of the local printing market through its provision of Telepost Services to customers
outside the Island. By successfully competing for this off-Island Telepost Work, the
Post Office has generated at least £107,000 worth of new printing revenue for the
local printing market over the last 18 months. This income is an addition to the
existing level of spend on print which the Post Office currently provides to the local
printing market, and it is anticipated that it will grow.

3.

Comments upon Individual Sections of the Report

3.1

Sections 3.3 to 3.10

3.2

3.1.1

As these Sections of the Report make clear, (together with the detailed
analysis at Section 6 of the Report), the Government has responded to the
loss of income deriving from the Revenue Sharing Agreement within the UK
by examining Government procurement as a whole, in order to ensure that it
is using its scale to buy goods and services in the most cost-effective manner.
As Section 3.5 of the Report notes, “Procurement Services within
Transforming Government, and then in the Treasury, identified that there
appeared to be potential for Government to make a significant saving in its
expenditure on both print and plain paper & envelopes”.

3.1.2

It was against this background, and in order to make “significant savings”
that, ultimately, print services and the brokering of paper & envelopes were
transferred to the Post Office. It is important to bear in mind, however, that
the change in Government procurement policy was put in train prior to the
Transfer of these services to the Post Office.

Section 5 in general -
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3.3

3.2.1

The Post Office considers that this Section represents an attempt by the OFT
to set competition policy for CoMin, and is simply not appropriate within the
context of this Report.

3.2.2

As has been noted above, the Report contains a number of proposals to
adopt competition benchmarks from other, much larger, jurisdictions without
any detailed or meaningful attempt to assess whether those benchmarks are
appropriate for the Isle of Man, as a micro-economy.

Section 5.3
3.3.1

The question posed in this Section, (“whether the relationship between
Government and the Post Office, which effectively allows a situation whereby
a Statutory Board is both providing a public service and, in parallel, is trading
in competition with the private sector, is fundamentally an anti-competitive
practice”) is based on the false premise that the Post Office actually is trading
in competition with the private sector. However, for the reasons set out at
paragraph 1.5 above, the Post Office is not trading in competition with the
private sector in relation to the provision of print services, and plain paper &
envelopes for the Government, and has never done so.

3.3.2 Accordingly, the conclusions drawn in the Report in reliance upon the answers
posited to this question cannot be relied upon.
3.4

Section 6.5
3.4.1

3.5

Section 7.11
3.5.1

3.6

The comments in this Section go beyond the terms of the OFT’s remit in
relation to the Investigation, extending as they do to the Government
Procurement Policy as a whole, and are not appropriate within this Report,
particularly since there is no detailed discussion or analysis in support of the
OFT’s suggestion as to how the Government procurement policy should be
modified. Further, there has been no meaningful consultation by the OFT in
relation to these proposals.

It is wholly inaccurate for the OFT to state, as a “fact”, that Print Firms
tendering for print contracts would be providing commercially valuable data
to the Post Office whilst, at the same time, competing with it in the private
sector market.

Section 7.14
3.6.1

With regard to clause 3.1 of the Framework Agreement, the Agreement itself
was drafted by the Attorney General’s chambers with direction from Treasury,
and it is clear that it is a framework agreement, and not a tightly defined
contract. Further, a process is in place permitting a waiver to the terms of the
Framework Agreement, in order to allow Printing Firms who have signed the
Framework Agreement to tender to Treasury Procurement Services for the
“specialist procurements” referred to by the OFT in this Section. On the 4th
November 2011 the Post Office wrote to all Printing Firms who had signed
the Framework Agreement, granting them a general release from the
provisions of clause 3.1 in respect of print purchasing undertaken by Treasury
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Procurement Services for specialist procurements.
were provided to the OFT.
3.6.2

Copies of these letters

It is therefore inaccurate for the Report to state: (a)

that any Printing Firm which entered into the Framework Agreement
must have been in breach of clause 3.1 if it tendered for a specialist
procurement. In fact, Printing Firms which signed the Framework
Agreement had been told by the Post Office that they had been
granted a general release from the provisions of clause 3.1 in respect
of print purchasing undertaken by Treasury Procurement Services for
specialist procurements. Accordingly, such Printing Firms would not
have been in breach of clause 3.1 if they tendered for specialist
procurements;

(b)

that in the event, the Post Office did not enforce Clause 3.1. In fact,
the Post Office could not have enforced Clause 3.1 in circumstances
where it had given the general release referred to above;

(c)

that the general release from the provisions of clause 3.1 granted by
the Post Office to Printing Firms which had signed the Framework
Agreement did not resolve the issue for Firm A, which had declined to
sign the Framework Agreement. In fact, since Firm A had not signed
the Framework Agreement, it was free to tender for specialist
procurements in any event, which it did. The chart at Section 8.10 of
the Report demonstrates that Firm A received around 33% of total
Government print spend between September 2011 (when the
Framework Agreement was introduced) and July 2012. (In this
regard it is interesting to note that one of the aims of the Government
Procurement Policy 2010, discussed at Section 6.2 of the Report, is to
reduce overdependence on single vendors and that at Section 6.3 the
OFT notes that the Treasury had identified Firm A as holding a
position of dominance in relation to the supply of print services to
Government). Further, Firm A would have been free to tender for
Specialist Procurements even if it had signed the Framework
Agreement, given the general release granted by the Post Office.

3.6.3

The purpose of the Framework Agreement with Printing Firms is to try to
ensure that the new procurement system is fully implemented by
Government Departments, in order to make significant savings in
Government expenditure. The Report itself recognises this at Section 7.8,
when it states that, “it is felt that clause 3.1 is an attempt to ensure that local
printers enforce the system and force any Department making direct
enquiries to use the system”. Further, Section 8.11 of the Report makes the
point that in future the Treasury will be enforcing compliance with the new
procurement system.

3.6.4

Notwithstanding the above, the Post Office would, in principle, be agreeable
to issuing a clarification to all Printing Firms which have signed the
Framework Agreement, stating that should a Government Department obtain
a waiver from Treasury, permitting it to out-source, outside of the Framework
Agreement, printing jobs which are presently covered by the Framework
Agreement, the Post Office will not seek to enforce the terms of the
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Framework Agreement in respect of the procurement covered by the waiver.
Such clarification should remove the basis for any ongoing complaints by
Printing Firms in relation to the Framework Agreement.
3.7

3.8

Sections 9.4 to 9.7
3.7.1

As the Report accepts (at Section 9.2), the transfer of the Print Services
Section from DED to the Post Office inevitably took time to fully implement.
Accordingly, the Post Office does not accept that all of the criticism contained
in Sections 9.4 to 9.7 is justified.

3.7.2

The Post Office undergoes a rigorous external audit process to maintain its
IS09001 and IS027001 accreditations, and its accreditations were subject to
external audit as recently as July 2012, a process which led to its
reaccreditation for a further three years. Accordingly, the Post Office is
satisfied that its process map is sufficiently robust to fulfil its functions in
relation to print services.

Section 9.8
3.8.1

3.9

With regard to the suggestion within this Section that there may be the
potential for collusive tendering, it must be borne in mind that the Island is a
very small jurisdiction, and the Post Office believes that most, if not all,
Printing Firms are fully aware of their competitors’ capabilities and pricing
habits. This point is strongly reinforced at Section 4.7 of the Report itself,
from which it is noted that the OFT considers that its investigation “only
impacts on a relatively small number of individuals and firms” and that “it was
possible to clearly identify them without public advertisement”. Accordingly,
in a micro-market such as the Isle of Man this point has little actual worth.

Section 10 – in general
3.9.1

This Section lies at the heart of the findings in the Report, and is entirely
reliant on the OFT’s erroneous assumption that the Post Office is a
commercial printer.

3.9.2

The Post Office has informed the OFT that it is not a commercial printer, and
has provided evidence that it cannot be so regarded.

3.9.3

Unfortunately, the continued insistence of the OFT to categorise the Post
Office as a commercial printer has led the OFT to arrive at false conclusions
based on a false premiss.

3.9.4

The OFT’s mistaken assumption goes to the heart of the OFT’s concerns over
the Post Office’s role as broker for Government printing, and has led to a
fundamental misunderstanding of the Post Office’s role and impact on the
general commercial printing market.

3.9.5

In this regard, the Post Office wishes to fulfil its obligations under the POA to
provide Telepost Services to its customers. This involves the production of a
Postal Packet (including any necessary personalised printing) from electronic
data sent to the Post Office by customers, and the distribution of these Postal
Packets as required by the customer. This may entail a very small amount of
residue production material being returned to the customer, but the vast
majority of that material is posted out on behalf of the customer. Further, the

APPENDIX 11
Post Office outsources to local Printing Firms 99% of the non-personalised
printed material that is included in a Postal Packet prepared as part of the
Post Office’s Telepost Service.
3.9.6

It is right to say that the Post Office website historically advertised a wider
range of printing services, in addition to its Telepost Services. However, it
was never the intention of the Post Office to act as a commercial printer, and
the website simply overstated the service intention, and has been corrected.

3.9.7

Accordingly, the erroneous entry on the Post Office’s website, subsequently
corrected, is a wholly insufficient ground for the OFT to find that the Post
Office is a commercial printer.

3.9.8

The major element, by far, of the Post Office’s print offering is the printing of
materials for the production of a Postal Packets as part of its Telepost
Service. Any income derived from any other printing, historically, has been de
minimis (approximately £3,000 per year) and followed from requests from a
small number of existing clients.

3.9.9

The strategy of the Post Office is to continue to develop its commercial
activities to support new technology and developments in the mailing and
postal markets. The Post Office has no desire to act as a commercial printer,
and indeed its capability is limited to digital print in support of the data driven
Postal Packets that it produces. Further, the Post Office does not possess all
of the types of printers that it is anticipated most Printing Firms would
operate. This is part of the reason that 99% of non-personalised printed
material included in Postal Pockets prepared as part of the Post Offices
Telepost Service is outsourced to local Printing Firms.

3.9.10 In this regard it is noted that certain Sections of the Report (see for example
Section’s 10.6 and 10.8) speculate as to the future activities of the Post
Office. However, there is no basis for this speculation, and indeed none is
provided in the Report.
Accordingly, the OFT cannot rely on such
unsubstantiated speculation as a basis for its findings.
3.10

Section 10.7
3.10.1 This argument is illogical and appears rather slanted. If the Post Office does
not have sufficient printing capacity, that fact simply adds weight to the
evidence that it is not a commercial printer, since it does not have enough
printing presses. In any event, the Post Office goes to the Print Market
because of a lack of capacity, rather than lack of capability, so rarely that no
meaningful data could be obtained.

3.11

Section 10.9
3.11.1 This Section demonstrates the flaw that lies at the heart of Section 10
generally. The OFT has no grounds to “recognise the potential for misuse of
commercial data”, since the Post Office is not a commercial printer in
competition with local Printing Firms. Further, the Post Office believes that
most, if not all, Printing Firms are fully aware of their competitors’ capabilities
and pricing habits, a point that is strongly reinforced by the contents of
Section 4.7 of the Report itself;
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3.11.2 In addition the Post Office is not aware of the market rate for any printing
work that it undertakes, because it does not go to the printing market for
prices for work that it can do itself. Although the Post Office could go to the
market for work which it has the capability but not the capacity to undertake,
this happens so rarely that no meaningful commercial data could be obtained,
as Section 10.10 appears to recognise.
3.12

Sections 10.12 to 10.16
3.12.1 The conclusions drawn by the OFT in these Sections all rely upon its finding
that the Post Office has a duality of both roles, as both Print broker for
Government and as a commercial printer. However, the Post Office does not
have such duality of roles, as it is not a commercial printer, for the reasons
discussed at paragraph 1.5 above.

3.13

Section 13.9
3.13.1 The Report, as drafted, gives the strong impression that decisions around the
two aborted tenders were made by the Post Office acting alone. This is
misleading as Procurement Services were consulted, and it was agreed that
the Post Office should defer appointing a supplier whilst off-Island options
were considered. In this regard a paper from Procurement Services was
submitted to Treasury on 14th March 2012, seeking approval to use off-Island
suppliers. The Report itself notes (at Section 11.14) that in parallel with the
OFT’s investigations, the Treasury has been considering whether to change
the arrangements and permit the Post Office to include off-Island suppliers as
well as local suppliers in any tender exercise, (a move that the OFT itself
considered surprising at Section 13.4 of the previous draft of the Report). In
these circumstances, therefore, it is suggested that it made sense for the
Post Office to abort the tender processes on these 2 occasions. It must also
be emphasised that the 4 earlier tender processes operated by the Post
Office in 2011 were all operated successfully, as noted at Sections 13.4 to
13.7 in the Report. Subsequently, the Post Office has operated 2 further
successful tenders for the supply of paper & envelopes for the Government,
in August and October 2012.

3.14

Section 13.12
3.14.1 It should be noted that the Treasury, which had ongoing oversight of the
procedures, has not raised these or any other concerns. Further, the tender
procedures referred to in this Section all complied with Financial Direction 8
issued by the Treasury, as referred to at Section 3.1. of the Report.

3.15

Section 14.2
3.15.1 The Post Office believes that this action was undertaken with the best
intentions of providing a tested, quality product to Government. It will be
recognised that price is not always the sole determining factor when making
a purchasing decision. The content of this Section fails to make it clear that
the tender put forward by Firm C was for tested paper of sufficient quality,
whilst the tender from Firm I related to untested paper. In this regard, paper
is not purchased unless it has been tested to ensure that it is of sufficient
standard to enter Government stock. It is noted that in the previous version
of the Report the OFT stated that, “It might have been understandable (but

APPENDIX 11
not correct) if they had asked Firm I to supply the lesser quantity at their
tendered price”. However, as the OFT itself noted, it would not have been
correct to do so. It is easy to be critical with hindsight, but at the time in
question the Post Office was: (a)

liaising closely with the Procurement Services;

(b)

liaising with Treasury in relation to the issue of whether off-Island
suppliers could be invited to tender;

(c)

receiving a tender from a local supplier which was unsatisfactory, in
that the paper being offered had not been tested; and

(d)

being required to obtain paper for Government departments which
were running out of stock.

3.15.2 In these difficult circumstances, it is wrong for the OFT to describe the
actions of the Post Office in relation to the 2 aborted tenders as amounting to
an anti-competitive practice in terms of Section 8 of the 1996 Act. This is
particularly so given that the Post Office had run 4 entirely successful tenders
for the supply of paper and envelopes to the Government during 2011, and
has run 2 further successful tenders for the supply of paper & envelopes in
August and October 2012. In these circumstances it can be seen that the
difficulties which appertained in relation to the two aborted tenders no longer
exist.
3.16

Section 14.6
3.16.1 The Post Office does not consider that because it acts as broker in the
procurement of plain paper and envelopes for the Government, it would have
access to substantially cheaper paper, and there is no evidence to suggest
that this would be the case.
3.16.2 The Post Office is not a commercial printer, and indeed its capability as a
printer is limited to digital print for the data driven Postal Packets that it
produces pursuant to its Telepost Service.
3.16.3 The Post Office is subject to Government Financial Regulations, and would be
bound by any decision to seek to purchase paper offshore made by Treasury.
The Post Office is bound to follow centrally negotiated contracts and hence
would have no option but to use this route. This situation would apply
irrespective of the choice of procurement agent for Government, as the Post
Office is bound to comply with Financial Regulations.
3.16.4 Accordingly, the role of the Post Office as broker in this process is immaterial,
it is the requirement placed upon the Post Office to comply with central
procurement policy (as a result of Financial Regulations) which is the key
issue.

3.17

Section 15.1
3.17.1 The Post Office would contend that the correct place for legislation to oversee
and / or protect competition would be in relevant competition legislation. The
proposal to include competition clauses in the POA would seem to lead to the
logical conclusion that the same clauses would need to be included in each
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new piece of legislation where there is a possibility that they may apply. It is
considered that a far more appropriate solution would be to introduce
overriding legislation which would apply in any case.
3.18

Section 15.2.5
3.18.1 The conclusion contained in this Section is based upon the assumption that
the Post Office is a commercial printer. As can be seen from paragraph 1.5,
however, this assumption is incorrect. Accordingly the Post Office does not
have a duality of roles in acting as both the broker for Government printing
and as a commercial printer. It follows, therefore, that this conclusion is
incorrect.

3.19

Section 15.3.2
3.19.1 It is incorrect for the Report to state that the system for procuring paper &
envelopes has, latterly, lacked any transparent competition, given that the
Post Office ran successful tenders for the supply of paper & envelopes for the
Government in August and October 2012.

3.20

Section 15.3.3
3.20.1 This Section appears to ignore the four successful tenders operated by the
Post Office in 2011, and the two recent successful tenders, in August and
October 2012, which demonstrate that the Post Office does run transparently
competitive tenders for the supply of paper & envelopes for the Government.

3.21

Section 15.3.5
3.21.1 The OFT has assumed that the Post Office would be able to obtain a better
price for paper if it was bulk buying paper for both the Government and for
the Post Office. However, the Post Office does not accept that it obtains a
better price for paper when buying for the Government as well as itself. In
other words, whilst there may be savings for the Government, there are not
necessarily any savings for the Post Office itself, given the volume of paper
that it purchases in any event. The OFT has not provided any statistics to
support its assumption, which amounts to pure speculation. In these
circumstances there is no basis for the OFT’s conclusion that there is the
potential for the purchase by the Post Office of paper and envelopes for the
Government to be anti-competitive.

3.22

Section 16.3
3.22.1 The Post Office does not have a duality of roles, since it is not a commercial
printer, as explained in detail above. Accordingly the second part of the
answer to the question posed in Section 16.3 is incorrect.

3.23

Section 16.4
3.23.1 The Report does not specifically identify the “one specific anti-competitive
practice which has been identified in relation to the supply of paper and
envelopes”. If the specific practice is the aborted tenders discussed at
Sections 14.2 and 15.3.3 of the Report, this Response has dealt with this
issue in its Response to those Sections. The Post Office does not accept that
the issues relating to the aborted tender amounted to an anti-competitive
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practice, given the circumstances outlined above, but in any event the
successful tenders operated by the Post Office in August and October 2012
demonstrate that there is currently no anti-competitive practice.
3.23.2 If, however, the specific practice is the matter suggested at Section 15.3.5 of
the Report (that the Post Office may obtain access to cheaper paper), the
Response deals with this suggestion at paragraph 2.24 above, from which it
can be seen that the suggestion amounts to unsubstantiated speculation.
3.23.3 Accordingly, the Post Office would suggest that there are no grounds to
answer the question at Section 16.4 other than – “No in relation to the supply
of plain paper and envelopes”.
4.

Conclusion
4.1

The Post Office is part of the Government (as accepted by the OFT at Section
5.16 of the Report);

4.2

The over-arching purchase of the appointment of the Post Office to supply
print services and plain paper & envelopes to the Government was to make
significant savings for the Government, by using the Government’s large scale
to buy those goods and services in the most cost-effective way. (Sections 3.4
and 3.5 of the Report discusses the work of the Transforming Government
Team, set up in response to the loss of income deriving from the Revenue
Sharing Agreement with the UK);

4.3

In this regard the Government’s drive to ensure that it achieves best value in
all aspects of procurement was supported at Section 6.1 of an earlier draft of
the Report, (although it was removed from the final version of the Report).

4.4

Against this background, the conclusions drawn by the OFT Report do not
bear close scrutiny, for the following reasons: A

In relation to the print brokering role provided to the Government by
the Post Office –
(i)

B

All of the OFT’s conclusions are based on the false premiss
that the Post Office is a commercial printer. The grounds upon
which this premiss can be demonstrated to be false are set out
at paragraph 1.5 above.

In relation to the supply of plain paper & envelopes to the
Government: (i)

If the one specific anti-competitive practice referred to relates
to the 2 aborted tenders discussed at Sections 14.2 and 15.3.3
of the Report, the circumstances pertaining at the time were
such that the actions of the Post Office could not be
realistically be considered as anti-competitive, given that –
(a)

the previous 4 successful tenders held by the Post
Office in 2011 had all been properly carried out;

(b)

the Post Office was re-accredited for ISO9001 and
ISO27001 for a further 3 years in July 2012;
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(c)

(ii)

the Post Office has robust systems in place to ensure
the proper functioning of its tender procedures, as
demonstrated by the fact that it has carried out 2
subsequent successful tenders for the supply of paper
& envelopes in August and October 2012.

If the one specific anti-competitive practice referred to relates
to the bulk purchase of paper, the OFT’s conclusion in this
regard is based upon unsubstantiated speculation, as
discussed at paragraph 2.24 above.

4.5

It is suggested that it can be seen from the content and tenor of the Report as a
whole that the OFT has applied measures that are designed to ensure “competitive
neutrality” in large scale jurisdictions, with major economies. However it has done
so without any proper consideration or analysis as to whether those principles are
applicable to a small jurisdiction, with a micro economy, in circumstances where the
Government is endeavouring to make significant savings in response to a substantial
loss of Government income. The reality is that competition principles that are
applied in large jurisdictions with major economies cannot simply be applied to the
Isle of Man, as is demonstrated by the fact that in previous years the Island has
obtained derogations from complying with certain EC Articles relating to competition
rules within the EC. This Response is not the place to discuss which competition
principles are appropriate for the Isle of Man, but it is suggested that the OFT’s
failure to recognise that a “one size fits all” approach to competition principles is not
appropriate for the Isle of Man detracts from the weight that can be given to its
Report.

4.6

It is further suggested that the OFT may have relied too heavily upon the Council of
Australia’s definition of competitive neutrality (cited at Section 5.5 of the Report) as
“the elimination of resource allocation distortions arising out of the public ownership
of entities engaged in business activities”, without properly identifying the “business
activity” engaged in by the Post Office, which is the provision of postal services, and
not commercial printing, as paragraph 1.5 above makes clear.

4.7

In this regard it is worth re-emphasising the contents of paragraph 1.5 (above) as
follows: (i)

The Post Office is not a commercial printer. In 2011/12 its revenue from
printing work which was not in-house printing for the Government, or part of
its Telepost Services, amounted to 0.01% of its revenue;

(ii)

It undertakes some personalised printing from electronic data provided by
customers as part of its Telepost Service. The majority of the personalised
printing is given to the Post Office because the Post Office has the ISO 27001
(data security) accreditation, which none of the local Printing Firms have, and
which many customers require before they will allow personalised printing of
items such as bank statements. In this regard the Post Office competes for
off-Island business in relation to bank statement type Telepost Services;

(iii)

The Post Office outsources to local Printing Firms 99% of the nonpersonalised printed material contained in the Postal Packets that it sends
out, in circumstances where the customer has not provided the printed
material to the Post Office.
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(iv)

4.8

The Post Office would also make the point that it actually contributes to the
growth of the local printing market through its provision of Telepost Services
to customers outside the Island. By successfully competing for this off-Island
Telepost Work, the Post Office has generated over £107,000 worth of new
printing revenue for the local printing market over the last 18 months. This is
income which the Post Office has brought to the Isle of Man, and is in
addition to the existing level of spend on print which it currently provides to
the local printing market, and it is anticipated that this off-Island revenue will
grow.

For all of the reasons set out above, therefore, it is suggested that the answer to all
3 of the questions laid down by CoMin in its direction to the OFT must be “No”
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FOR THE AVOIDANCE OF DOUBT THE APPENDIX BELOW IS SUBMITTED BY THE
POST OFFICE IN RELATION TO THEIR SUBMISSION AND THE DEFINITIONS HAVE
NO RELEVANCE TO THE MAIN BODY OF THE REPORT

Appendix
Definitions:
Within this Response the following definitions will be used:
“OFT”

-

The Isle of Man Office of Fair Trading

“Post Office”

-

The Isle of Man Post Office

“Report”

-

The Report of the OFT upon its investigation into the supply of
print services and plain paper & envelopes to the Isle of Man
Government

“Response”

-

This Response of the Post Office to the findings and
conclusions of the OFT set out in the Report

“Transfer”

-

The transfer of the Print Services Section from the Information
Systems Division (part of the Department of Economic
Development) to the Post Office in September 2011

“Section”

-

Section of the Report

“Printing Firms”

-

Firms (including limited companies, partnerships and sole
traders) that from time to time carry on the business of
commercial printing in the Isle of Man but excluding (for the
avoidance of any doubt) the Post Office

“FTA”

-

The Fair Trading Act 1996

“POA”

-

The Post Office Act 1993

“CoMin”

-

The Council of Ministers

“Government”

-

The Isle of Man Government, including all Departments and
Statutory Boards

“DED”

-

The Department of Economic Development

“Telepost Services”

-

Has the definition ascribed to it in Section 58 of the POA

“Postal Packet”

-

Has the definition ascribed to it in Section 58 of the POA

“The Investigation”

-

The investigation that the OFT was directed to undertake by
CoMin, pursuant to Section 9 of the FTA

REPORT ON A PRELIMINARY INVESTIGATION UNDER SECTION 9 OF THE
FAIR TRADING ACT 1996 INTO THE SUPPLY OF PRINT SERVICES AND PLAIN
PAPER & ENVELOPES TO ISLE OF MAN GOVERNMENT

