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1. Context
In 2006 the National Postcode Project Board reported on potential postcode structures for Ireland.  The Board concluded that there would be significant benefits for both the postal and non-postal sectors from introducing a public postcode, specifically that a public postcode could:

· Provide efficiency and quality benefit within the postal sector

· Stimulate mail volume growth

· Boost national competitiveness

· Address the problem of unique addressing

· Assist in the provision of public and private sector services

· Facilitate the entry of new postal operators to the Irish marketplace and

· Bring Ireland in line with other international markets.

The scale and nature of these benefits were discussed as part of a comprehensive stakeholder consultation process and, on this basis, a high-level costs benefit analysis was prepared.  In order to better understand the scale of benefits to the public sector of a postcode, PA Consulting Group (PA) was commissioned to:

· Develop a series of briefing documents that set out:
· An introduction to the proposed postcode and explanation as to how it may be used 
· Possible examples as to how a postcode could be applied to deliver benefit for key public sector stakeholders 

· A financial framework designed to support stakeholders quantify costs and benefits associated with the introduction of the proposed postcode solution.

· Engage with key public sector stakeholders.  While the proposed postcode system could be of benefit to the public sector in general, it is likely that the largest potential benefits would arise within specific Departments and agencies.  For this reason the engagement process was focused on the Departments of Agriculture, Environment Heritage and Local Government, Health & Children, Social & Family Affairs and Transport together with the Revenue Commissioners
· Analyse responses and produce a report providing an updated assessment of benefits to the public sector.
2. Views of Departments
The returns from Departments are attached as Appendix A to this document.  The following general points can be made:
· With the exception of the Department of Agriculture, all Departments consulted in principle supported the introduction of a postcode system: 

· “In principle, the Department supports the introduction of postcodes in Ireland. This position is based on the view that the main benefits arising from postcodes is in the field of information management, and not directly related to postal delivery as such. Postcodes would play an important role in an overall spatial data infrastructure and are supported in the draft ISDI Policy Framework” (Department of Environment, Heritage & Local Government)
· “We have consulted relevant areas within the Department as well as external agencies within the health sector.  The clear view emerging is that a system of postcodes offers the potential for providing reliable and necessary data for policy makers, service providers and managers.  The Department would accordingly support such a system” (Department of Health & Children)
· “In general, the Department would support the introduction of postcodes” (Department of Social & Family Affairs)
· “(The Department) strongly the development of such a (postcode) system and agree that there are significant benefits to be derived from it” (Department of Transport)
The Department of Agriculture was not opposed to the introduction of a postcode system; rather their existing referencing system (based on herds) already provides the basis for spatially referencing data and therefore a postcode would provided very little additional value
· There was recognition that benefits of a postcode system could arise across a number of areas, for example:

· “In relation to housing, data classification by postcodes has the potential to improve the analysis and measuring of house price trends, providing better data on the location of new house completions, our knowledge of regional spread of housing tenure types and analysis of how the Rental Assistance Scheme programmes are working and can be enhanced” (Department of Environment, Heritage & Local Government)

· “The introduction of a postcode system would… improve planning and monitoring of services across all areas of health and social care. It would also improve epidemiological data by enabling cluster analysis of, for example, particular cancer types. However, the greatest benefit in the context of health, is the ability postcodes would provide to enable the integration of health, education, housing, social care and employment data on a location basis. This is vital to understanding the complex factors surrounding health inequalities and social deprivation, and would provide vital intelligence regarding local community needs. A postcode system would facilitate a more holistic approach to planning and service provision across the different sectors such as health, housing, education and employment” (Department of Health & Children)

· “The availability of postcodes would provide the Department with increased capability in analysing our client base to enable the Department to better target areas where action is required. For example, it would make it easier to identify areas of high unemployment at a more granular level which could then be targeted for specific action e.g. education/training etc.  The use of postcodes should reduce the incidence of ‘lost cheques’ and other post going astray due to inaccurate/incomplete addresses for clients. This should in turn lead to a reduced level of phone calls and letters from clients and should speed up the processing of claims due to information being returned earlier by clients.” (Department of Social & Family Affairs) 

· Two Departments had concerns as to whether proposed six character postcode system was the most appropriate system.  The Department of Health & Children’s response highlighted that such a system would not “harness the full potential of a modern geo-referencing system” and favoured “a hierarchical location-based address zip code.”  The Department of Transport suggested “a national grid-based model that covers the entire country. This would facilitate location referencing on rural stretches of our road and rail networks.”  It is worth reflecting that the proposed system was selected and approved by a cross-Departmental board on the basis of a range of evaluation criteria, including it met the Data Protection Commissioner’s requirements, it was regarded as memorable to the public and it was aligned with existing postal zones (e.g. “Dublin 2”) 
· There was also recognition that any postcode system needs to be appropriately related to other wider spatial infrastructure projects.  Specifically “The Department (of Environment, Heritage & Local Government) considers that, if postcodes are to be introduced, there needs to be coherence between the postcode areas and the Atomic Small Areas (ASAs). Coherence in this context means that, where ASAs are larger than postcode areas, the ASAs would be whole multiples of postcode areas.”  
· Each Department was asked about potential risks and issues in realising the benefits from the proposed six character postcode system.  These included:

· Who will fund any Department implementation costs

· Who will maintain the postcode system and how will updates be provided, including ensuring that the postcode assigned to an address never changes and that new addresses are assigned postcodes quickly

· The success depends on public take-up and usage.  What measure are being put in place to ensure maximise this

· The capability of An Post to deal with mail containing a mix of addresses with/without postcodes.

· In terms of the proposed six character postcode system, quantification of the likely Departmental costs of implementing postcodes and the benefits that would arise from the proposed postcode system proved extremely difficult – the Department of Agriculture, Revenue Commissioners and the Department of Social & Family Affairs were able to specify implementation costs and benefits.  These are set out below:
	 Department
	Additional costs
	Financial benefits

	
	One-off
	On-going
	One-off
	On-going

	Agriculture
	€10,000
	€0
	€0
	€0

	Revenue
	€1,500,000
	€0
	€0
	€3,612,000

	Social & Family Affairs
	€1,000,000
	€0
	€0
	€100,000


3. Cost benefit analysis

The high-level cost benefit assessment prepared for the National Postcode Project Board in 2006 identified, over a 15 year period, total costs and benefits as follows:

	
	Implementation Costs
	Maintenance Costs 
	Monetary Benefits 
	NPV
 over 15 years

	Postcode holder

	€13,106,230
	€2,236,821
	€0
	-

	An Post
	€37,514,000
	€7,620,000
	€0
	-€ 85,450,831

	Postal Private Sector
	€1,273,653
	€12,332
	€1,220,564
	€8,007,293

	Banking
	€986,555
	€41,000
	€952,082
	€5,734,644

	Utilities
	€397,836
	€14,449
	€231,411
	€1,213,504

	Retail
	€2,071,747
	€122,693
	€143,691
	-€1,824,039

	Telecommunication
	€640,794
	€14,919
	€240,975
	€1,055,006

	Insurance
	€739,051
	€90,121
	€44,750
	-€1,358,411

	Government services
	€2,429,990
	€32,267
	€563,344
	€1,622,332

	Total - excluding postcode holder set up costs
	-€83,066,839

	Total - including postcode holder set up costs
	-€96,173,069


The above analysis was completed was based on a 2007 implementation with full benefits being achieved in year 2.  Rebasing to a 2010 implementation with benefits accruing in a more conservative way (25% in year 2011, 50% in year 2012, 75% in year 2013 and 100% from 2014 onwards) and incorporating revised costings from An Post,
 the following analysis was produced:
	
	Implementation Costs
	Maintenance Costs 
	Monetary Benefits 
	NPV over 15 years

	Postcode holder
	€14,321,531
	€2,444,235

	€0
	-

	An Post
	€27,477,310
	€424,360
	€2,864,430
	-€14,742,709

	Postal Private Sector
	€1,391,755
	€13,476
	€1,333,743
	€7,730,207

	Banking
	€1,078,035
	€44,802
	€1,040,366
	€5,754,711

	Utilities
	€434,726
	€15,789
	€252,869
	€1,185,635

	Retail
	€2,263,854
	€134,070
	€157,015
	-€2,282,196

	Telecommunication
	€700,213
	€16,302
	€263,320
	€988,262

	Insurance
	€807,581
	€98,478
	€48,900
	-€1,280,939

	Government services
	€2,655,316
	€35,259
	€615,581
	€1,315,463

	Total - excluding postcode holder set up costs
	-€1,331,565

	Total - including postcode holder set up costs
	-€15,653,096


The above cost benefit analyses were based on a number of high-level assumptions.  The recent consultation process with Departments provided an opportunity to glean more detailed information on projected costs and benefits, specifically for Government.  This identified: 
· Implementation costs were understated by €1,737,336
· Maintenance costs were overstated by €14,579 

· Monetary benefits were understated by €3,345,367 per annum (once full benefits have been realised).
On this basis, the following revised cost-benefit analysis was produced:
	
	Implementation Costs
	Maintenance Costs 
	Monetary Benefits 
	NPV over 15 years

	Postcode holder
	€14,321,531
	€2,444,235
	€0
	-

	An Post
	€27,477,310
	€424,360
	€2,864,430
	-€14,742,709

	Postal Private Sector
	€1,391,755
	€13,476
	€1,333,743
	€7,730,207

	Banking
	€1,078,035
	€44,802
	€1,040,366
	€5,754,711

	Utilities
	€434,726
	€15,789
	€252,869
	€1,185,635

	Retail
	€2,263,854
	€134,070
	€157,015
	-€2,282,196

	Telecommunication
	€700,213
	€16,302
	€263,320
	€988,262

	Insurance
	€807,581
	€98,478
	€48,900
	-€1,280,939

	Government services
	€4,392,652
	€20,680
	€3,960,948
	€22,857,175

	Total - excluding postcode holder set up costs
	€20,210,147

	Total - including postcode holder set up costs
	€5,888,616


i.e. that the consultation process identified approximately €22m of additional monetary benefits over 15 years.
4. Key findings and conclusions
The following key findings can be drawn from this exercise:
· There is strong Departmental support in principle for the introduction of a postcode system.  Only one Department (Department of Agriculture) did not state their support the introduction, though they did not oppose its introduction
· Two Departments had concerns as to whether proposed postcode system was the most appropriate system
· There was also recognition that any postcode system will need to be appropriately related to other spatial infrastructure projects

· While Departments raised a number of issues and risks around implementing the proposed six character postcode system, none of these were unexpected and related to “typical” implementation issues (Resourcing, timescales, etc.)
· There was recognition that the benefits of a postcode system would arise across a number of areas.  However, in spite of concerted effort, most of the likely benefits could not be quantified.  Where benefits could be quantified, this resulted in approximately €22m of additional monetary benefits over 15 years.
On this basis we conclude that there still is a case from a Government perspective for implementing postcodes – there is a positive NPV and there are likely to be a range of other benefits to Departments that cannot, at this stage, be quantified.  While there were concerns amongst some stakeholders as to whether the proposed postcode system is the most appropriate, this in part reflected a desire to undertake more detailed spatial analysis and seems to be based on confusion around spatial numbering/referencing systems, what they are and how they can be assimilated.  Should the Department decided to progress the postcodes project, this confusion should be addressed. 






� National Postcode Project Board Monetary Costs and Benefits Analysis Report, 6 July 2006


� Net Present Value, assuming an 8% discount factor per annum.


� The Postcode Project Board used the term “Postcode management licence holder” for the body that would be responsible for developing, communicating and maintaining the postcode system.


� These were produced in 2007 and have only been inflation adjusted for two years.


� As per the original cost benefit analysis, it has been assumed that the maintenance costs for the postcode holder will be recovered via income.
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