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£526m and Counters £33m. Group profit, including
Parcelforce’s £(15)m, was budgeted at £616m,

in April all three businesses outturned ahead of budget
with Counters’ £2 3m over achievement the result of
variations in non-staff calendarisation which the business
was reviewing;

traffic growth in April was 2% below budget with
shortfalls in Streamline and International. Streamline was
known to be a volatile traffic stream in which marked
fluctuations had previously been seen. More worrying
was the performance of International traffic, with growth
in April outturning at 0.9% compared with a budget of
7.7%. A full review of International volume and quality
of service performance had been requested by POEC
and the Board would be updated on the outcome in July,

Counters risks and opportunities for the year were
balanced at £14m with risks associated with the Horizon
programme and the cessation of Crown office
conversions, which would result in lost franchisee fee
income, additional maintenance costs for offices not now
being converted and lost savings, offset by EVR costs
not now required. Of the £14m identified as management
initiative opportunities, half was certain to be achieved;

VAT remained an issue for Counters with the Tribunal
on Subpostmasters pay still to announce its ruling.
Additionally, Pathway had been granted authority to
charge VAT for the Horizon project. If Counters could
not charge this back to the Benefits Agency, a £7m
charge would result;

Parcelforce’s £2.3m loss in April was better than that
achieved in April 1996 and £0.3m better than budget.
Income at £41 1m was slightly down against budget,
with expenditure £0.4m ahead of plan mainly as a ‘result
of central cost savings. Operationally costs were higher
than budget;

calendarisation of Parcelforce’s full year bpdge‘t
showed that performance was due to continue Its
downward trend before improving in August. This
mirrored the trends, seen in 1994-95 and 1995-96 albeit

at a lower level,

as with Royal Mail, International income in Parcelforce
was below budget, and given that this was one of the
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In Strictest Confidence

based products, and this was its planned strategy over
the period of the Plan. In other Government based
products it sought to maximise performance as opposed
to profitability. Explicit reference to this strategy would
be considered for the final Plan document;

suspension of the conversion programme would
adversely effect Counters’ ability to reduce manpower;
however, it was considered prudent not to highlight this
within the Plan as this Government’s attitude to
employment levels might differ from that of the previous
administration;

Counters’ involvement in the financial services market
was of concern to the Chairman who wondered whether
it restricted customers’ choice and left Counters

open to claims of exclusivity from competitors within the
insurance market whose products were not available
from POCL outlets. Against this view, Counters
believed it was providing a useful service which
customers had demonstrated was popular. It also
provided an alternative method of entry into the
insurance market, thereby complying with the Green
paper requirement that Counters had to ‘extend

market choice’. Nevertheless, it was important for
Counters to be able to defend its position should this
prove necessary. Counters Managing Director would
consider this and provide the Chairman with a briefing
note via the Chief Executive;

the positive wording of paragraph 3, in section 3.5 was
potentially misleading, giving the impression that an
alternative strategy already existed and could be
deployed without delay. The wording would be
reviewed and consideration given to incorporating a
statement on the action the union needed to take in
making a positive contribution to employee relations;

paragraph 2 2.1 highlighted The Post Office’s
activities and aspirations with regard to joint ventures,
acquisitions and the creation of subsidiary companies,
but did not cover disposals, other than a brief .
reference in paragraph 3.11. Specific reference to this
would be considered. The wording and location of
references to VAT in paragraph 3.11 would also be
reviewed,

some Members felt it important to consider a more
aggressive presentation of commercial freedom issues
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