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In Strictest Confidence

Poste (France), An Post (Ireland) and the Belgian Post
Office had, or were keen to, discuss potential
partnerships. The smaller postal administrations. such as
An Post, recognised the need to develop a relationship
with one of the major European Postal administrations
and they would therefore be reviewing opportunities with
the German, Dutch and UK administrations. The Board
had been advised of the potential alliance with Fedex and
La Poste in February (P099/16). Following preliminary
discussions it had become clear that Fedex were seeking
a contractual relationship, something that The Post Office
was not as keen to pursue.

iii) Obtaining access to an air based partner was an essential
requirement for the long term development of The Post
Office’s international strategy and Fedex, who would
require volume to support their network, would therefore
be approached again with La Poste, to see if a way
forward could be developed.

(iv) Talks with UPS had also been held and further
discussions were planned.

(v) Quality of Service. Year end results confirmed that
Parcelforce’s Express streams had performed well with all
Next Day services achieving target. Royal Mail's Second
class traffic had also performed well achieving 98.6%
against a target of 98.5%. Royal Mail's First class traffic
stream had failed to reach its challenging target of 92.5%,
outturning at 91.3%, slightly below that achieved the
previous year. International performance was also
disappointing and improvements were being sought. A
new international charging system would take effect this
year based on quality of service and it was therefore
important for improvements to be made. Notwithstanding
the disappointing First Class result, Royal Mail's customer
satisfaction rating had actually increased.

(vi) American Express. Royal Mail had recently been awarded
a global Silver award for service from American Express.
Royal Mail was to be congratulated on this achievement.

FINANCIAL P099/45
OVERVIEW
(i) Provisional full year results were:

« Royal Mail £484m;
¢ POCL £38m;
e Parcelforce Worldwide £(25)m; and

e« S5 £8n

(i) The provisional full year Group profit result was £610m,
43
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SCS would result in the establishment of F’Qst 0
Consulting, comprising the internal consultants
located within Royal Mail and POCL. Cleanmg s
would transfer into ROMEC, and some Financial
Accounting/personnel employees would transfer ir
Transaction Services unit and a number of smal
unscoped changes, such as the transfer of Parcel
workshops into Vehicles Services, would occur. Tog
these changes would result in POSG employing n
16,000 people and carrying costs approachmg £9”

noted further that

(iv) Work was underway to differentiate between those ‘
employees who were fulfilling a genuine consuktancy role
and those that were engaged in service activities. It
estimated that only half of the 1400 employed in
consultancy provided actual consultancy Servicés.;f .

(v) Considerable attention was being focused on ‘Kno
Management’ although it was recognised that the
application of these principles was not always as good a
might be expected. The personnel issues around bette
deployment and utilisation of resource centrally andi th
line was being considered. ,

(vi) The Post Office employed its own cleaners to ava:d a
VAT cost penalty. ~

(vii) Whilst in comparison to external organisations the
number of staff engaged in Training & Devefopment ;
appeared high, it was in fact low as a ratio of total spend.
Research employees were engaged in highly spemﬁc
areas such as encryption, stamps and ink. -

(viii) Thanked Malcolm Kitchener and Mick Linsell for thetr ;;
helpful and informative input. -

DEPLOYMENT OF P0O99/47
EUROPEAN
PARCELS
STRATEGY
(POB(99)26) -
(Secretary’s note: The minute of this discussion has
been circulated to Members on a personal bascs)

THE NATIONAL P099/48
LOTTERY PROJECT
(POB(99)27) .
(Secretary’s note: The minute of this dtscussnon bas
been circulated to Members on a personal bas;s)

46
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SPECIAL STAMPS P0O99/49
PROGRAMMES 1999.
2001 (POB(99)28)

(i) The Post Office produced 5.3bn stamps annually of which
the majority were low value definitives and those sold in
retail books. The total value of the stamp market to Royal
Mail was £350m with income of £84m and a contribution
of £54m

(i) There were estimated to be 3m stamp collectors in the
UK, half of whom were regular collectors although their
numbers were decreasing.

(iii) In terms of products 60%,or income of £50m, was
generated through the sale of special stamps. Of the
different sales channels open to the public ordinary sales
across post office counters provided by far the greatest
volume of revenue with 70% or £56m being generated.

(iv) Marketing of philatelic products was moving away from TV
advertising to more mail drops, promotions and
exhibitions.

v) Harnessing the opportunity provided through the
Millennium, Royal Mail’s philatelic strategy was to
increase revenue from existing collectors, attract new
collectors, particularly the young, change the image of
stamp collecting and focus purely on core philatelic
products. Financially, the plan sought to increase income
during the period of the Millennium, peaking at £111m in
1999/00, and seeking a significant step change by
2001/02 with income increased to £95m.

(vi) A detailed process for the production and marketing of
philatelic products was undertaken and the Stamp
Advisory Committee (SAC), which had internal and
external representation, played an important role in the
selection of stamp subjects and their design.

(vii) The Millennium stamp programme ran from 1999 to 2001
with each year focused on one theme:
¢ the past;
« the present; and
¢ the future.

To date the programme was ahead of forecast with
30,000 new customers seen at the British Philatelic
Bureau based in Edinburgh. Typically these customers
were also buying stamps over a two year period rather
than for just one year. Awareness of the Millennium

47
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