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NATIONAL FEDERATION OF SUBPOSTMASTERS 

LOBBY OF PARLIAMENT BRIEFING PAPER 
BACKGROUND  

The National Federation of SubPostmasters (NFSP) is the only body representing the interests of 14,500 subpostmasters throughout the United Kingdom. Sub post offices make up 97% of the national network of post offices and are run by private business people, subpostmasters.  
On 18 October 2006 NFSP will be holding a rally and lobby of Parliament to highlight the growing concerns over the future of the post office network and to press the Government to act now to ensure its long-term future. 
THE POST OFFICE NETWORK 

The post office network reaches into every urban community and nearly every sizeable rural settlement, with 94% of people in the UK living within one mile of a post office.  28 million customers make 45 million visits to post offices every week. Post offices offer a range of 170 different services and products. The post office network is the largest retail network in Europe and has more branches than the UK's major banks and building societies combined. 
The network has faced some very serious challenges in recent years.  2,500 urban post offices have been closed under the Network Reinvention Programme. The rural network is losing £3million each week and is currently supported by an annual £150million Social Network Payment from the Government which will expire in March 2008 with no planned replacement funding.  
The critical state of the post office network is illustrated by the fact that, while Royal Mail Group registered record profits of £537 million in 2004-05, losses incurred by Post Office Ltd (POL) rose by 7% during the same period to £110 million. Central to this has been the change to direct payment of pensions and benefits, which traditionally accounted for 40% of post office income. The change has led to significant loss of income for subpostmasters. 

While the introduction of the Post Office card account has helped offset some of these losses, the Government intends to withdraw the card account by 2010 and is already migrating customers off the card account and into bank accounts. According to research conducted by Ipsos MORI during February and March this year, the card account is responsible for 10% of subpostmasters’ pay (12% in urban deprived offices), while bill payment, another product threatened by the withdrawal of Government contracts, accounts for 5% of pay (9% in urban deprived offices). The range of new products and services which the Government has encouraged POL to introduce has singularly failed to offset these losses, with 58% of those subpostmasters surveyed by Ipsos MORI receiving no income at all that month from sales of Post Office financial services and 83% receiving no income from sales of Home Phone. 
OBJECTIVES FOR THE LOBBY OF PARLIAMENT
 
The National Federation of SubPostmasters calls upon the Government to provide the following:
 
1. A suite of Post Office based banking products, including an enhanced form of Post Office card account, offering improved services and options for customers, including financially excluded groups.
2. A Government commitment to undertake a thorough assessment of the social and economic role played by post offices in communities across the UK, and for Government to provide ongoing support to the non-commercial parts of the network for social and economic service they provide.
3. Government recognition of the important social value of post offices by giving preference to the network in the distribution of Government services, and to encourage local authorities to offer council services through the network.
4. A definitive statement on the future size, shape and purpose of a sustainable post office network. 
5. A clear compensation framework for subpostmasters in post offices forced to close, which recognises the investment made in these businesses by subpostmasters and compensates them accordingly. 
We urge the Government to publish a White Paper which addresses these issues and puts forward a clear framework for the long term future of the network, in order to provide the certainty that existing and potential subpostmasters require to be able to invest in the network. 

	1. A suite of Post Office based banking products, including an enhanced form of Post Office card account, offering improved services and options for customers, including financially excluded groups.



 

· Post Office card account 
The Post Office card account (POCA) is a simple account which allows the receipt only of benefit, state pension and tax credit payments. Account holders can access their cash and make balance enquiries at any post office. The card account is the only option for benefit receipt through which claimants cannot get into debt. 

POCA is used by 4.3 million people every week to access their pension and benefit payments and currently brings in an average of 10% of a subpostmaster’s income. It emerged in January 2006 that the Department for Work and Pensions (DWP) does not intend to extend the POCA contract beyond 2010. 
The DWP claims that it was always clear that POCA would only run until 2010, as a transitional device following the introduction of Direct Payment. However, while the current contract does indeed come up for renewal in 2010, the Government stated at the time of the introduction of POCA that the card account or an equivalent scheme allowing customers to access their pensions and benefits through the post office network would be guaranteed. Applicants were at no point informed of POCA being a short-term product.
POCA brings in much needed revenue of around £200 million a year to the network as subpostmasters receive payment for each POCA transaction. In addition, it brings people into the Post Office that may otherwise not have made that visit and thereby provides additional custom. The loss in revenue from the abolition of the POCA threatens the viability of thousands of urban and rural post offices, many in areas of deprivation where the Post Office is a vital resource. Support for POCA across the country is overwhelming; over three 3 million people have already signed the NFSP’s petition to save POCA.  
It has always been the understanding of NFSP that POCA or an equivalent Post Office-based scheme would be continued beyond 2010. Many subpostmasters have invested their own money in their businesses on the understanding that the network would continue to have a role in, and thereby receive income from, the provision of Government pensions and benefits.  We are calling on the Government to devise a successor scheme to POCA which gives customers the option to use a Post Office based solution with broader functionality than at present.  
· Financial inclusion 

The post office network provides an ideal channel for the Government’s efforts to promote financial inclusion, due to its extensive branch network and trust in the Post Office brand. This is particularly the case among marginalised or vulnerable members of society. According to research among financially excluded consumers by the National Consumer Council, “the Post Office is well regarded as offering a good, accessible service”, and is viewed as both better trusted and more accessible than banks. 

NFSP is deeply disappointed that the Government has failed to implement the recommendation of its Performance and Innovation Unit and develop a Universal Bank based at the Post Office, which would have better enabled the realisation of the Government’s financial inclusion objectives.

· Banking at post offices
Only 40% of current accounts are accessible at post office counters. Many of the banks that do enable current account access only allow their customers to use a very restricted range of transactions at post offices. HSBC, Halifax Bank of Scotland and Royal Bank of Scotland Group do not offer any access to their current accounts at post offices. NFSP supports POL’s bid to join the LINK card scheme in order to provide a universal free of charge over the counter cash withdrawal service to all LINK-enabled card holders. 
Banking services at post offices could provide an excellent source of income and footfall but are currently limited. NFSP regrets the ongoing refusal of several major high street banks to offer a comprehensive service for their current, basic and business account holders at post offices and calls upon the Government to take a leading role in rectifying this. 

2. A Government commitment to undertake a thorough assessment of the social and economic role played by post offices in communities across the UK, and for Government to provide ongoing support to the non-commercial parts of the network for social and economic service they provide.
 
The economic and social importance of post offices has been well documented. Particularly in rural and deprived urban areas, not only do post offices provide a wide range of services, but act as an anchor for other local businesses. 
In rural areas post offices are frequently the only local place to access cash: only 4% of villages have a bank, but 60% have a post office. The Countryside Agency found that in local rural shops and businesses with a nearby post office 15% of customers’ expenditure is directly due to the presence of the post office (2000 report). Postcomm estimated that in settlements with a population of 1,000 – 3,000 people £417,000 per settlement per year could be lost by nearby shops on the closure of a post office (2001).  Local shops and businesses will suffer substantial losses, resulting in the closure of many other local services.

Research by Postwatch and the London Assembly demonstrated the inconvenience caused to many local businesses in both rural and urban areas where post offices had recently shut. Local businesses say post office closures result in extra costs for petrol and lost work time in travelling to the post office to post letters and parcels, pay bills and access other services.
Clearly, the closure of a local post office not only seriously impedes the ability of individuals and businesses to access the wide range of post office services, but also has a more extensive knock-on effect. Most affected are those who are already vulnerable to social and financial exclusion, such as older and disabled people and people on low incomes. These groups will often find it difficult to access a post office that is further away, due to increases in costs of transport and difficulties in physically reaching the service. Moreover, it tends to be older people and the less well off who use post offices most. 

Research by Postcomm demonstrates that subpostmasters and post offices play an invaluable role in communities by providing support for vulnerable residents, including older and disabled people. For example, subpostmasters frequently interpret official letters and forms, take messages and offer emotional support, and enquire to ensure customers are not unwell if they do not make their normal visit to the post office.  Post offices provide a focal point for communities, a place to congregate and are used by police, local authorities and local tourist attractions to display information.  
Post offices are crucial to sustaining the vitality and viability of communities. Closure of post offices and the consequent closure of other key local services results in greater isolation of villages and further ghettoisation of deprived urban areas.

Nine out of ten rural post offices cannot be maintained on a purely commercial basis therefore without Government support mass rural closures are inevitable.  The Government must provide rural post offices with ongoing payments for the social and economic services they provide and give preference to the network in the distribution of Government services.  It must end the uncertainly by deciding what subsidy it will provide after March 2008.  
3. Government recognition of the important social value of post offices by  giving preference to the network in the distribution of Government services, and to encourage local authorities to offer council services through the network.
 
The Government is failing to take a joined up view of the post office network, for example by not actively encouraging departments and local authorities to make their services accessible through post offices. Recent examples of missed opportunities include POL’s loss of the BBC TV licence contract, vehicle excise duty (internet renewal encouraged), POL not obtaining the contract for conducting new passport interviews.  Other services are in jeopardy, for example issuing fishing permits.  
Subpostmasters are ideally placed to act as Government General Practitioners, providing information and basic advice on government issues and helping the public to carry out routine transactions with local and national government. NFSP is calling on the Government to avoid silo thinking by individual departments and actively encourage departments and local authorities to make their services accessible through post offices.
4. A definitive statement on the future size, shape and purpose of a sustainable post office network. 
Before embarking on a far reaching programme of change, the Government must be clear on the future role and purpose of the Post Office.  NFSP’s vision is to provide the public access to bigger, better and brighter post offices, with a wide range of services, delivered by trained, qualified and rewarded subpostmasters.  To achieve this, the network needs financial backing from the Government.   
NFSP welcomes the setting up of a Cabinet Committee (MISC 33) chaired by the Deputy Prime Minister John Prescott to look into issues around the post office network, which we hope will enable the Government to take a long-term cross-departmental view of the network’s future.  Among the issues the Committee will be considering is the Government imposed requirement on POL to prevent avoidable rural post office closures which is due to end this autumn.
NFSP supports the pilot work that has been done in rural areas on trialling alternative methods of postal service provision, for example a mobile service or partner service with a third party such as a village hall or church.  We believe it is a practical approach that may find ways to keep services in rural areas in a more cost effective way but reflects the needs of customers and operators.  

The Government has encouraged Post Office Ltd (POL) to develop Post Office financial services such as loans, credit card, savings accounts, car insurance, home insurance, etc., to make up for losses in traditional business. Currently these services only account for 1% of income to subpostmasters. 
The Department for Trade and Industry had planned a public consultation on the future of the rural and urban deprived (“social”) post office network. This was originally (Nov 2005) planned to start in Feb 06 and report by mid July 2006. However, it has not started yet, and there has been no announcement about when it will begin.  We call on the Government hold a public consultation in advance of issuing a White Paper outlining its policy towards the network.  
 
5. A clear compensation framework for subpostmasters in post offices forced to close, which recognises the investment made in these businesses by subpostmasters and compensates them accordingly. 
 
It is crucial to the success of any programme to build a sustainable future for the post office network that the optimum network reach is achieved – the right post office in the right location. 

Work has declined, not helped by Government actions, and in the absence of an influx of new work, the current network may not be sustainable, despite the closure of 2,500 offices under the urban network reinvention programme. We have no desire to see a further reduction in this well loved network, however being practical, a further reduction is probably necessary.

If it is decided that fewer outlets than present exist are required, Government will need to ensure that subpostmasters who are affected are adequately compensated for the loss in value of their asset. The formula used during network reinvention successfully facilitated the reduction of 2,500 post offices at that time. The NFSP require the same or similar compensation arrangements should further closures prove necessary.

Reducing the network size is not a complete answer to the current problems. Post office closures, without an injection of new products, services and investment, will merely lead to another round of closures later as the downward spiral continues.

We need to build a sustainable network where subpostmasters are confident to invest their finances and time. The present climate is one of severe doubt for the future, and is not conducive to building confidence for those working in the network. It is unattractive for those who may be looking to become subpostmasters because of the considerable doubt over the future.

CONCLUSION 
The post office network in its current state is unsustainable - 39% of subpostmasters in rural and urban areas said they could see “no future whatsoever” for their business in a recent Ipsos MORI survey.  NFSP is prepared to champion change and will work together with others to achieve it; as long as it is sensible, well thought through change that recognises the financial and human investment that subpostmasters have made in the industry.  NFSP wants to see clarity from the Government on its policy towards the post office network so that subpostmasters will have the confidence to invest in their businesses, in order to build a sustainable future for the network.  

KEY FACTS 

	· 94% of the population currently live within one mile of a post office in the UK 

· 28 million customers make 45 million visits to the post office every week

· 4.3 million use the post office card account each week 

· Over 3 million people have signed NFSP’s petition to save the post office card account 

· The Post Office card account is set to be withdrawn in 2010 

· 60% of bank current accounts are still not accessible in post offices 

· Average subpostmaster salaries are under £1,000 a month, a fall of 6% in real terms since 2004

· 39% of subpostmasters in rural and urban areas can see “no future whatsoever” for their business

· Nine out of ten rural post offices cannot be maintained on a purely commercial basis

· The £150 million annual Government payment for the rural network comes to an end in March 2008 

· The Government’s “no avoidable closures” programme comes to an end later this year 




FURTHER INFORMATION 

For further details please contact: 
Colin Baker

General Secretary

National Federation of SubPostmasters

Evelyn House

22 Windlesham Gardens
Shoreham by Sea
West Sussex BN43 5AZ 
Tel: 01273 452324 
www.nfsp.org.uk
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