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DPRM.REM.RD
Pro

27th CONGRESS

Integrated Remuneration Plan (2021–2024) and Integrated Remuneration System (2022–2025)

Joint Council of Administration and Postal Operations Council proposal

1 Subject

Presentation of the proposals on the updated Integrated Remuneration Plan 
and on an Integrated Remuneration System.

References/paragraphs

§§ 1 to 65 and Annex 1

2 Decision expected

Congress is invited to take note of the proposals described in the document. §§ 1 to 65 and Annex 1

I. Introduction

1 The 26th Congress approved resolution C 24/2016 concerning the Istanbul Business Plan (IBP), includ-
ing all the work proposals contained therein. Work proposal 024 involved the development and implementation 
of the Integrated Remuneration Plan (IRP), with a focus on the rationalization, harmonization and integration 
of the current UPU remuneration systems, in response to the need for modernization of the UPU portfolio of 
physical services (letters, parcels and EMS), as described in the Integrated Product Plan (IPP).

2 The 2018 Extraordinary Congress adopted the IRP through Congress resolution C 6/2018, which 
instructed the Postal Operations Council and Council of Administration to implement the IRP, leading to pro-
posals for an integrated remuneration system (IRS) to be submitted to the 2020 Congress. In accordance with 
that resolution, the methodology options should envisage changes vis-à-vis the current remuneration systems 
in order to achieve better alignment, integration and rationalization of the systems. 

3 The IRP provides the strategic direction, goals and roadmap to deliver proposals for an integrated, mod-
ern and forward-looking remuneration system – the IRS – to be submitted to the POC and CA by 2020 for 
endorsement and forwarding to the 2020 Congress. The IRS follows an integrated approach to remuneration 
for different products, with a particular focus on product development aspects, market dynamics, competition 
and transition, as well as research activities across the full range of physical services, with a view to modern-
izing and integrating UPU remuneration systems.

4 This document describes the proposals for an IRS that resulted from the work activities as mandated in 
resolutions C 24/2016 and C 6/2018. In accordance with the instructions from the second Extraordinary 
Congress contained in resolution C 6/2018, work on the IRS proposals focused in particular on the following 
four areas (see also §§ 30 to 33 of part II of Congress–Doc 8.Rev 1 from the 2018 Extraordinary Congress): 

– Modernization, integration and rationalization of the UPU remuneration systems, in particular a review 
of the methodologies that underlie the determination of the basic rates for letter-post, parcel-post and 
EMS items; 
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– Examination of the costs associated with the proposed product portfolio, in particular for M bags (con-
taining goods) and supplementary services (tracked, registered and insured services);

– Review of the aspects of transition, addressing a number of discrepancies of the transition system that 
could threaten postal traffic, causing it to be diverted or encouraging remailing practices. Furthermore, 
integration and transition to a single remuneration system is to be facilitated by accelerating the harmo-
nization of the various cap rates among countries in the terminal dues (TD) classification system; 

– Review and development of incentives for quality of service improvements (pay for performance). 

5 The resulting proposals include proposed amendments to the Convention and Regulations to take effect 
from 1 January 2022, as well as work proposals that provide a mandate and clear instructions for implemen-
tation in the next Congress work cycle (2021–2024).

Principles guiding the development of proposals for an IRS

6 The work on the development of proposals for an IRS is guided by a core set of integrated remuneration 
system principles that were adopted by the 26th Congress. These principles, contained in IBP work pro-
posal 024, involve the following: 

– ensuring the provision of an affordable and viable universal postal service through sustainable remu-
neration to delivery designated operators (DOs);

– supporting the efficient and economically viable provision of international postal services in line with 
market conditions, customer interests and regulatory requirements;

– differentiating the various UPU-regulated postal products based on service specifications and market 
needs;

– supporting the interoperability, sustainability and development of the global postal network under the 
least market-distortive terms by:

 being transparent, straightforward and mindful of the different resource and implementation con-
straints among UPU members while incentivizing improved service performance;

 ensuring non-discriminatory access to destination markets according to country-specific, cost-
based remuneration rates, while:

– respecting, in particular, the right to affordable access to international postal services for 
the least developed member countries with limited international mail volumes;

– preventing the abusive practice of remailing;

– respecting the need for higher remuneration for the processing and delivery of inbound 
international mail in cases where domestic rates are set below cost owing to social or sim-
ilar policies.

II. Modernizing, rationalizing and integrating the UPU remuneration systems

7 The existing remuneration systems for letter post, parcel post and EMS items, with provisions in the 
Acts and corresponding rates in place until 2021, served as the starting point for the work on the IRS after the 
2016 Congress. These remuneration systems – i.e. the TD system for letter-post items, the inward land rate 
(ILR) system for parcel-post items and the remuneration system for EMS items – evolved independently from 
one another over time, resulting in issues in terms of the alignment of the remuneration of letter-post items (in 
particular small packets), lightweight parcels and EMS items.  

 

8 A comparative study on the UPU remuneration systems for items of similar weight (see document POC 
C 2 2017.2–Doc 4c) showed that adjustments to the TD and ILR systems are required in order to ensure better 
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alignment between the remuneration systems. Congress resolution C 6/2018 on the IRP therefore instructed 
that the proposals on an IRS should address the following changes vis-à-vis the current remuneration systems 
in order to achieve better alignment and rationalization of the systems, and to minimize distortions created by 
the current systems: 

– For mail flows to, from and between countries of the target system, update the remuneration of basic 
letter-post services for small (P) and large (G) letter-post items containing documents, including a review 
of the cap and floor rates; 

 
 

 
 

 

Small (P) and large (G) letter-post items containing documents

9 Countries in the target system (groups I, II and III) apply country-specific rates between themselves, 
which are derived from domestic tariffs and subject to caps and floors, while flows to, from and between coun-
tries in the transitional system (group IV) are subject to the payment of floor rates. During the Istanbul Congress 
cycle, the annual increases of the cap rates are 3% for group I, and 6% for groups II and III. By the end of the 
period of the Istanbul Acts, in the year 2021, the cap rates of group I will be 14.9% higher than those of group 
II, and 29.7% higher than those of group III. The floor rates as well as the per-item and per-kg rates relevant 
to flows to, from and between countries in the transitional system are increased by 2.8% annually. 

10 It is proposed that the rate line for P/G format items containing documents be based on the continued 
application of the current 2018–2021 methodology, whereby 20 g and 175 g domestic tariffs are used for 
linearization at a cost-to-tariff ratio of 70%. The rate line would, however, be tilted to a 12.8% item-to-kilo-
gramme ratio at the tilting point of 91.9 g before cap and floor rates are applied. The reference point for cap 
and floor rates for the P/G format is 37.6 g. 

11 Further to the application of the current system methodology for P/G format, the following aspects are 
proposed for the 2022–2025 period:

– Based on domestic tariffs and subject to caps and floors, countries in group IV will apply country-specific 
rates from 2022, between themselves and with countries in the target system (groups I to III). See also 
section IV below on transition; 

– The P/G cap rates of all groups will be harmonized by the year 2025, requiring higher annual increases 
to the cap rates applicable to flows to, from and between groups II, III and in particular group IV; 

– However, for flows below 100 tonnes from and between countries in the transitional system, the total 
rate per kilogramme based on the P/G format and E format floor rates would apply; 

– The floor rates of all groups would remain harmonized and are proposed to increase by 10% in 2022, 
7.5% in 2023 and 2024 and 5% in 2025. The rationale for these increases are twofold: 

 To prevent a further widening of the gap between the floor rates and the increasing cap rates of 
group I, at a minimum, the proposed increases to the floor rates should not be lower than the 
proposed increases to the cap rates of group I. 

 A further increase would be equitable in view of the harmonization of the cap rates of all groups 
by the year 2025. To achieve a harmonized cap rate for P/G format in 2025, i.e. to close the gaps 
between the cap rates applicable between the different groups, the cap rates applicable to flows 
to, from and between groups II, III and IV would need to increase by a higher percentage than 
those applicable to flows between countries of group I. To balance the financial impacts that would 
result from such higher increases, the proposed floor rates take into consideration the needs of 
countries currently protected by the floor rates. 

– It is further proposed to maintain the current percentage of maximum annual increase in rates from one 
year to the other by no more than 13% in the TD revenue calculated at the weight of 37.6 grammes. 
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12 Table 1 gives an overview of the annual increases to the P/G format cap rates for each respective group 
of the TD classification system. 

Table 1: Proposed annual increases to the P/G format cap rates

Year Annual increases to the cap rates

Group I Group II Group III Group IV2

2022 5.0% 8.7% 12.1% 15.5%

2023 5.0% 8.7% 12.1% 15.5%

2024 5.0% 8.7% 12.1% 15.5%

2025 5.0% 8.7% 12.1% 15.5%

Cumulative (2022 
to 2025)

21.6% 39.7% 57.7% 78.1%

13 Table 2 gives an overview of the proposed P/G format cap rates resulting from the application of these 
increases. 

Table 2: Proposed P/G format cap rates for the years 2022–2025 (in SDR)

Year Group I Group II Group III Group IV3

Item kg Item kg Item kg Item kg

20214 0.362 2.825 0.315 2.458 0.279 2.180 0.247 1.928

2022 0.380 2.966 0.342 2.672 0.313 2.443 0.285 2.227

2023 0.399 3.114 0.372 2.905 0.351 2.738 0.329 2.573

2024 0.419 3.270 0.404 3.158 0.393 3.068 0.380 2.973

2025 0.440 3.434 0.440 3.434 0.440 3.434 0.440 3.434

14 Table 3 gives an overview of the proposed P/G format floor rates resulting from the application of the 
increases to the floor rates described in § 11. 

Table 3: Proposed P/G format floor rates for the years 2022–2025 (in SDR)

Year % annual increase compared 
to the previous year

Rate per item Rate per kg

20215 2.8% 0.247 1.928

2022 10.0% 0.272 2.121

2023 7.5% 0.292 2.280

2024 7.5% 0.314 2.451

2025 5.0% 0.330 2.574

Note. – The cumulative increase in the P/G format floor rates is 33.6% over the period 2022 to 2025. 

2 Only applicable to flows above 100 tonnes.
3 Only applicable to flows above 100 tonnes.
4 The rates for 2021 are already provided for in articles 29 and 30 of the Convention and are not part of the IRS proposals 
but are included in this table for reference.
5 The rates for 2021 are already provided for in articles 29 and 30 of the Convention and are not part of the IRS proposals 
but are included in this table for reference.
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Total rate per kilogramme 

21 In accordance with the proposals for P/G and E format described above, all countries will apply country-
specific rates from 2022, including countries in the transitional system (group IV). In principle, with the excep-
tion of flows between countries in group I, for flows below the threshold of 50 tonnes between countries in the 
target system as well as flows below 100 tonnes from countries in the target system to countries in the transi-
tional system, the country-specific E format rate per-kg and per-item components would be combined with the 
corresponding country-specific P and G format rates into a total rate per kg, specific to each country and based 
on the worldwide composition of 1 kg of letter-post items in which P and G format items containing documents 
account for 3.97 items weighing 0.140 kg, and E format items account for 5.45 items weighing 0.86 kg 
(according to the 2018 item-per-kilogramme study). The resulting maximum rates provided in table 5 would 
not apply in case of self-declaration of the TD rates for E format items by the country of destination.

Table 5: Maximum and minimum total rate per kilogramme for the years 2022–2025 (in SDR) – not applicable 
to flows for which the rates are partially determined on the basis of self-declared rates 

Maximum rate per kg for flows below sampling threshold Minimum rate 
per kg

Year Group I Group II Group III Group IV All groups

20217 7.180 6.683 6.304 5.966 5.367

2022 8.303 8.111 7.964 7.822 6.376

2023 9.034 8.898 8.791 8.681 6.729

2024 9.837 9.762 9.706 9.641 7.105

2025 10.718 10.718 10.718 10.718 7.459

Increase 
2021–2025

49.3% 60.4% 70.0% 79.6% 39.0%

6 The rates for 2021 are already provided for in articles 29 and 30 of the Convention and are not part of the IRS proposals 
but are included in this table for reference.
7 The rates for 2021 are already provided for in articles 29 and 30 of the Convention and are not part of the IRS proposals 
but are included in this table for reference. Furthermore, these rates have been calculated on the basis of a different 
worldwide average composition of 1 kg of mail.
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22 For mail flows from and between countries in the transitional system below 100 tonnes and where TD 
rates applicable to E format have been self-declared pursuant to article 28bis of the Convention by the DO of 
destination, the total rates per kilogramme are proposed to be those included in table 5 under the column 
“minimum rate per kg”. 
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Conclusions – Basic services 

29 The proposals and recommendations described in paragraphs 9 to 28 would accomplish various objec-
tives outlined in resolution C 6/2018 on the IRP, in particular the modernization, rationalization and alignment 
of the remuneration systems. 

30 Concerning the alignment of the remuneration systems, in particular those systems for items containing 
goods (i.e. small packet (E) letter-post items and parcel-post items), it is important to note that the third 
Extraordinary Congress in 2019 has already achieved a significant part of the IRP objectives by reviewing the 
remuneration of bulky (E) and small packet (E) letter-post items.  

 
 
 

 

31 The other objectives of modernization and integration would be achieved through the harmonization of 
the cap rates, thereby reducing the number of different provisions and cap rates applicable between groups 
by 2025. As a consequence of this proposal, the number of groups in the TD classification system could be 
reduced from the current four to only two groups from 2026 (which would be a decision for the 2024 Congress). 
The proposals would also allow for the simplification and rationalization of the TD system, with simpler and 
easier-to-implement attributes and parameters. 
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M bags

42 The second Extraordinary Congress adopted a proposal that added M bags to the category of letter-
post items containing goods, subject to content restrictions as specified in the new paragraph 3.3 of article 17 
of the Convention. Following review, given the content restrictions, it was concluded that no remuneration 
separate from the current remuneration of M bags in Convention article 28.7 should be proposed, other than 
annual increases of 2.8%. The corresponding proposed rates are 1.016 SDR per kilogramme in 2022, 1.044 
SDR per kilogramme in 2023, 1.073 SDR per kilogramme in 2024 and 1.103 SDR per kilogramme in 2025. 
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IV. Transition 

51 The IRS proposals take into account the important aspect of transition. In a status quo scenario, i.e. one 
in which the discrepancies of the transitional system are maintained, the TD income of weaker transition mem-
bers would be threatened, as postal traffic (inbound) flows would continue to be diverted to other delivery 
networks.  

 
 

 

52 In accordance with resolution C 6/2018, proposal 20.30.1 is submitted to the 2020 Congress to facilitate 
transition countries’ movement further towards the target system, in particular by harmonizing the application 
of country-specific rates for all letter-post items and for all flows, including those of group IV. The third 
Extraordinary Congress has already decided in favour of the harmonization of the rates for bulky (E) and small 
packet (E) letter-post items from 1 January 2020. It is proposed that the remuneration of P/G format letter-post 
items containing documents be harmonized by including flows to, from and between countries in group IV in 
the country-specific rate system and by gradually increasing the cap rates of the different groups so that they 
would be harmonized by 2025.

Format separation and sampling 

53 It is proposed that, with the exception of flows between countries in group I and from and between 
countries in group IV, the total rate per kilogramme of mail calculated on the basis of the worldwide average 
composition of 1 kilogramme of mail would continue to apply to flows below the threshold of 50 tonnes by using 
the country-specific P/G and E format rates, as applicable. The threshold of 100 tonnes would be maintained 
for countries in group IV under which no format separation and sampling is required. For flows from and 
between countries in group IV, it is proposed that the total rate per kilogramme will be based on the floor rate 
(total rate per kilogramme calculated on the basis of the P/G and E format floor rates), irrespective of whether 
the destination country self-declares its E format rates in accordance with article 28bis of the Convention or 
not, and provided that the volume of the total letter-post flow is less than 100 tonnes. 

Conclusions – Transition 

54 Given the harmonization of cap rates and a single set of provisions applicable to all flows by 2025, the 
number of groups in the TD classification system could be reduced from the current four to three or even two 
groups from 2026. 

V. Pay-for-performance 

55 A further aspect of the work on developing the IRS proposals concerns the incentives for quality of 
service improvement. Consistent with the instructions of Congress resolution C 6/2018, proposals should be 
developed that aim to continue improving or establishing the governance of the link between the remuneration 
of items containing goods and the performance evaluation in relation to quality of service, including bonuses 
and penalties, and applicable standards and targets. 
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56 To achieve this objective, a work proposal for the 2021–2024 work cycle was drafted to mandate a 
review of the link between TD and inbound quality of service, taking into account the status of implementation 
of solutions to measure bulky (E) and small packet (E) letter-post items.

 

 
 
 
 
 

 
 

 

VI. Proposals 

Proposals to amend the Universal Postal Convention

59 The relevant proposals to amend the Universal Postal Convention are proposals 20.28.1, 20.29.1 and 
20.30.1.

Proposal of a general nature 

60 Marking a departure from existing UPU remuneration systems based on TD, ILRs and ECOMPRO rates, 
the Istanbul work cycle is the first in which an IRP for 2018–2020 has been devised, including recommenda-
tions and guidelines steering the work on the development of proposals for an IRS by 2020.

61 In the next work cycle (2021–2024), a new IRP will need to be implemented in support of the further 
modernization, rationalization and integration of the UPU remuneration systems, and also in direct response 
to the IPP, to ensure that the UPU keeps pace with change by modernizing the remuneration of letter post, 
parcel post and EMS and taking an integrated approach to product development and remuneration systems 
alike. 

62 The IRP should be implemented from the beginning of the 2021–2024 Congress work cycle and the IRP 
implementation report needs to be continuously updated to include the most important conclusions from the 
different studies. This report should also reflect the progress of work accomplished throughout the work cycle 
on the development of proposals for an integrated, modern, forward-looking remuneration system for 2026–
2029 (IRS 2026–2029) to be submitted to the POC and CA by 2024 for endorsement and forwarding to the 
2024 Congress.

63 The IRP 2021–2024 should provide the strategic direction, goals and roadmap to deliver those pro-
posals, focusing in particular on the following key aspects: 

– Review the remuneration of basic services: 

 Modernization, integration and rationalization of the UPU remuneration systems, reviewing in par-
ticular the methodologies that underlie the determination of the basic rates of letter-post, parcel-
post and EMS items; 

 Further integration and alignment of the remuneration systems for items containing goods, i.e. 
small packet letter-post items, and parcel-post items, including a review of the ceiling base rates 
of both remuneration systems and the development of solutions to achieve more equitable, com-
petitive and cost-based remuneration for items containing goods within the lightweight segment 
below 2 kilogrammes;
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– Review the remuneration of supplementary services and services that can be added on to the basic and 
supplementary services:

 Review and modernization of the remuneration of supplementary services, reflecting the product 
value of these services relative to other services;

 Examination of the costs associated with the proposed product portfolio, in particular for basic, 
supplementary and add-on services;

– Drive simplification of the remuneration systems, address the market distorting effects from the remu-
neration systems and further progress the work towards a single TD system:

 Review of transition aspects by addressing a number of discrepancies in the transition system 
that could threaten postal traffic, causing it to be diverted or encouraging remailing practices;

 Integration and transition to a single remuneration system for TD purposes is to be facilitated 
through proposals that will result in a further reduction of the number of groups in the TD classifi-
cation system;

– Incentivize quality of service and operational improvements that enhance customer, operational and 
supply chain visibility of all items, in particular those containing goods, travelling through the UPU net-
work through: 

 Review and introduction of bonus payments and penalties that remunerate meaningful service 
features, reward quality of service performance and improvements and compensate sending and 
destination DOs for compliance with market and supply chain requirements, such as reliable cap-
ture and exchange of tracking data events and EAD;

 Implementation of procedures that achieve operational efficiency such as statistical sampling and 
format separation. 

64 The IRP 2021–2024 will take full account of the aforementioned aspects, as well as the relevant infor-
mation from the following studies:

– Comparative study on the UPU remuneration systems for similar weight items;

– Survey to review the initial impacts from the decisions by the third Extraordinary Congress;

– Study on the costs of handling, transporting and delivering inward international postal items;

– Study on the collection of tariff information on domestic postal items;

– Study to determine the worldwide average composition of mail and items-per-kilogramme of all postal 
items;

– Study on UPU pay-for-performance systems;

– Study on remuneration and costs of supplementary and add-on services;

– Mail flow study (letter post, parcel post and EMS);

– Study on the transportation and handling costs associated with postal items in open and closed transit.

65 Proposal of a general nature 01 instructs the POC and CA to develop the IRP 2021–2024 in accordance 
with the directions as outlined in paragraphs 61 to 64. These work activities will observe the IRS principles 
(2021–2024) as contained in the same resolution. Finally, the resolution contains the country classification for 
TD and Quality of Service Fund purposes.

Berne, 17 February 2020 For the Postal Operations Council

Chair: Japan
Represented by Mr Masahiko Metoki

For the Council of Administration

Chair: Turkey
Represented by: Mr Hakan Gülten
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Thresholds: operational, statistical and accounting procedures in 2021

Origin

Destination

Group I Group II Group III Group IV

Group I < 25 t A D D E

25 t – 50 t A C C E

50 t – 100 t B B B E

> 100 t B B B F

Group II < 25 t C D D E

25 t – 50 t C C C E

50 t – 100 t B B B E

> 100 t B B B F

Group III < 25 t C D D E

25 t – 50 t C C C E

50 t – 100 t B B B E

> 100 t B B B F

Group IV < 25 t C C C E

25 t – 50 t C C C E

50 t – 100 t C C C E

> 100 t F F F F

Destination DO opts in to self-declared 
E format rates (art. 28bis)

Destination DO opts out from self-declared 
rates (art. 29 and 30)

A Sampling mandatory

Format separation optional

Sampling mandatory

Format separation optional

Per-item and kg rate according to art. 28bis Per-item and kg rate according to art. 29

B Sampling mandatory

Format separation mandatory

Sampling mandatory

Format separation mandatory

Per-item and kg rate according to art. 28bis Per-item and kg rate according to 
art. 29/30.4ter

C No sampling

Format separation optional

No sampling

Format separation optional

Combined kg rate with E rates art. 28bis Combined kg rate with E rates art. 29/30.5

D No sampling

Format separation optional

No sampling

Format separation optional

Combined kg rate with E rates art. 29 Combined kg rate with E rates art. 29
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Destination DO opts in to self-declared 
E format rates (art. 28bis)

Destination DO opts out from self-declared 
rates (art. 29 and 30)

E No sampling

Format separation optional

No sampling

Format separation optional

Floor rate (total rate per kg) Combined kg rate with E rates art. 30.5

F Sampling optional

Format separation optional

Sampling optional

Format separation optional

If not sampled, combined kg rate with E 
rates art. 28bis

If sampled, per-item and per kg rate 
art. 28bis

Combined kg rate with E rates art. 30.5
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