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• Post Office Counters Ltd's non-negotiah: ks hct. ~ ; 

ru r rose of this naD r 

1 The purpose of this paper is to invite the automation committee to arce our 
non. ne otiables for the commercial relationships to be established as part of the 
programme J3rining Technology to Post Offices and Benefit Payments. 

It is intended to focus on areas of principle as opposed to financial negotiatiables at 
this stage. 

Introduction 

Our non-negotiables represent the absolute minimum position that we, as a 
business, should accept from the automation programme. They must hold in whatever 
contractual structure is reached. They must hold whether the relationship is with 
Benefits Agency, the private sector or some hybrid arrangement and under any 
financing method used. 

3 In order to reach these non-ne otiaables, the commercial team drew up a list of 
must haves which were provided to you as supplementary reading, memo 9 January 
1995, for paper number 3 taken at the last meeting. This list was used as the basis for 
the commercial must haves in the 31 January 1995 presentation to Bill Cockburn. 

4 The latest version of the Statement of Service Requirement, issued 24 January 
1995 contains updated Benefits Agency objectives from those contained in the 
prospectus and outlined at earlier commercial meetings. These are due to be discussed 
and agreed at the next commercial meeting on 31 January 1995. We have also 
produced a revised set of objectives for the Statement of Service Requirement and 
both of these are set out in tables 1 and 2 annex A. In addition we have set out our 
view of supplier objectives and the political drivers on the programme, tables 3 and 4 
annex A. A verbal update will be given at the meeting on the latest position as far as 
agreement of the Benefits Agency and our objectives are concerned. 

Non N otial tcs 

Benefits Agency's nonnegotiab1es 

5 The commercial team have taken the Benefits Agency Objectives, the political 
drivers and previous contractual negotiations and attempted to simulate the Benefits 
Agency's non-negotiables. These are- 

• Cost reduction in total process (one of the terms of reference of the 
joint report February 1994) 

- Benefits Agency internal costs 
Fraud 

M External costs e.g. Post Office Counters Ltd costs 
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• Retain ownership/ control of 
Benefit payment process 
Benefit payment card 

• Single instrument of payment for non-ACT customers 

• Fully reconcilable and auditable customer accounting system 

• Interface with Benefits Agency's systems e.g.. CAPS 

Definition ofur non-negotiable 

The key issue is seen as control and not necessarily ownership in that we may 
be content to allow ownership to reside with either the service provider or other third
parties providing that our non-negotiable principles are not compromised, The 
following list does not attempt to specify ownership and this is an area that may require 
further work after the basic principles have been agreed.

7 The criteria used to reach our non-ne otia les are:-

• deliver our strategic objectives 
• fundamentally undermines our competitive position e,g, threatens the 

integrity of our business 
• lose control of our core competencies e . replace the value we add to our 

clients work 
• cause us to operate outside of our legal and political framework 

Our non-n€e otiables 

i) The overall commercial deal must be acceptable and be within our current 
policy and guidelines i.e. we wilt not automate at any price and we must contract 
directly for the Post Office Counters Ltd automated infrastructure. Pricing will be 
consistent and reflect policy i.e no open hook and above long run marginal cost. 

ii) We must retain control of our relationship with customers and clients, 
specifically 

Product Des gn e_g. to minimise QPA error rates and ensure accuracy of 
transactions 
Product development: i.e. we must retain the freedom to develop and market 
products to clients and to add products to the automated infrastructure, 
without either Benefits Agency or the service provider having a right of veto. 
Access to clients: i.e. suppliers will not be allowed access to our existing and 
potential clients without our consent. We will be willing to develop 
partnerships with service providers and clients to automate products 
but service providers will not be able to develop our client's automated 
products for post offices nor offer them outside of our outlets without our 
consent. 
Branding, i.e cntiol of our brand and supplier/ other brands in our outlets 
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S 
Customer Choice to be maintained and no perceived service degradation 

iii 'e must retain control of our Retail Value Chain, specifically 
Service quality: i.e. queuing time, customer perception, security. It is highly 
desirable that the current overall quality of service to customers in post offices 
is not adversely impacted. As far as benefit transactions are concerned, 
account will be taken of the current payment distribution profile (i.e. by day of 
week and time of day). The Statement of Service Requirement contains 
various references to improving our service quality, copy attached annex B 
Network planning. i.e. we manage and decide on outlet location, number of 
outlets, times of opening. 
Number of outlets to be automated, i.e the Statement of Service 
Requirement currently reflects the need to automate all post offices though not 
necessarily with the same equipment or to the same Functionality. 
Ergonomics: i.e. we manage and decide on outlet layout., specify physical size 
of automation equipment in each outlet and improvements identified by our 
users to the equipment or system. 
Non-Retail support systems: i.e. value added processes and distribution The 
current decision is that "ownership" of the transaction management service 
(polling authorisation) could reside with the service provider. But we would 
control access to outlets. 

iv c must retain control of our financial integrity, particularly to clients, 
specifically 

accuracy i.e. invoicing and settlement 
payments 
cash flow management 
Reconciliation process 
Probity - audit and internal controls 

v) We must retain ownership and control of our relationship with agents. i.e. 
suppliers will not be allowed access to our agents except through and with us. 
Suppliers will not be able to market their other products through our outlets 
except through and with us. 

vi) Minimum criteria as agreed by the automation committee: i.e. from the last 
meeting M minimum functionality, benefit payment product, APT and EPOS 
(ECCO+ replacement), w from this meeting our approach to cards and card 
management 

vii) The benefit payment card is for exclusive use in our outlets 

There will be levels of detail under each of the non-notibls listed above, 
For instance under Service Quality whether we would accept a longer automated 
transaction time for an increased price to offset the cost of extra staffing would be a 
decision for the committee to make. This would follow suppliers demonstrating and 

• pricing their solutions and us establishing what the Benefits Agency will pay. However, 
by retaining overall control of our Service Quality we will not let outside parties 
dictate our Service Quality. 
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Paul Mich has agreed this list of non-negotiables and the approach has been endorsed 
by Dick Wheelhouse and the Benefits Agenccy commercial team. 

Mandatory Requirements 

9 At the three of writin this paper the Statement o' Service Requirement 
contains a list of mandatory requirements that a supplier must meet or they wilt be 
excluded from the procurement process. In roost procurements the requirements are 
split into mandatory and desirable. With the Private Finance Initiative, the private 
sector need to be able to exercise innovation and propose alternative solutions to the 
problem and therefore a new approach had been proposed using mandatory, highly 
desirable, desirable and information only classifications. 

10 It has now been suggested to allow the private sector even more flexibility by 
not classifying requirements as mandatory at all. Instead a scoring or grading scheme 
will be employed (e.g, one star requirement, two star requirement etc.). This certainly 
has advantages as far as the Statement of Service Requirement is concerned and does 
not prevent us from having or maintaining our minimum negotiating position. But in 
our view, this means reaching f renal agreement with Benefits Agency would assume 
greater importance in order to protect our commercial position. A verbal update will 
be given to the committee on this area at the meeting. 

r ement r €fret 

ii The automation committee are invited to: 

1) Agree the non-negotiables

2) add any other non-negotiabks that are strategically important. 

~x~ 
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AnuexA 

POCL OBJCTWES

To provide continued customer choice and be ac piable to customers. 

* To retain and strengthen our clear branding links with our istemers. 

To maintain our customer base. 

To support government policy of a nation-wide network of post offices. 

* To be capable of introduction in all post offices

To retain and enhance P0(1's commercial and financial integrity. 

To improve overall efticaenc for POCL and its clients. 

To support an help agents in the develope seat of their private business. 

$ To be acceptable to staff and agents. 

To facilitate automation of other areas of POCL in frastructcre 
e::g, accounting and distribution, and support wider business information 
needs. 

To retain and Via new business by improving our quality of se ice.to all c ients. 

To provide the flexibility to meet a diverse range of existing 
 

and potefltial 
client 

needs and applications. 

To provide long term stability for the Post Office network as a retail outlet lbr 
benefit payments. 

To ensure an "open systems" approach and adherence to industry standards. 

To be a key enabler in helping POCL achieve its competitive ambitious in 
its various market place, 

To retairi customers trust in the integrity of POCL a d ' 
of service to customers. 

To facilitate the provision of additional infrastructtrte 
suppori 

services 

e.g. 

card issue and management. •

To all€ry for the migration of appropriate automated systems without any 
reduction in service levels. 

To irupra e l l.'s competitiveness, to be able 
to 

better meet 
its 

business

partners 

needs, 

and to enhance facture business viability. 

Table 

1 

l 42 ' 
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Annv A . 

OA ORJE4TIVES 

Policy Objectives 

The arttttrnation of the benefits payment system is seen as a major element to re engineering the 
overall administrative process and the attainment of the BA BusineVss Vision. All objectives will 
embrace that Vision and in particular the payment system through post offices will: 

provide a method of payment which atIouus payment of the right money, to the right lamer at the 

right time and is acceptable to all groups of customers. 

* maumse opportunities for fraud: 

$ reduce administration costs; 

provide a symni. his flexible to meet frtitxre changes izt 

$ mike maximum use of private funding for the administration of delivering payments. w erre this is 
compatible with the Government's Private Finance initiative; 

• maintain automated credit transfer (ACT) as the preferred method of pa ment whilst offering 
cnstommmrs an alternative choice of how and where to receive payments.. 

enable all of a person's benefit entitlement(s) to be paid in one transaction using a single token or 
card for the identification of all benefits; 

ensure that any token or card identification system can:ml to to a multi purpose SMART cud; 

encourage the use of the National insurance Number (NINe) as the prime reference gi ber for 
• communications between the DSS and its customers, their employers, or other Qovernment 
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• provide  a service which is accepted by customers, is understood by them and by POCL staff and 
agents and rrainimises encashment problems. 

enable the endatoAend payment process to have lower administrative costs, by biug simple to 
operate with minimum maintenance and produce readily available transaction records. 

establish a taansactien database, provide firll reconciliation of all benefit payments to BA and meet 
all Accounting Offkci requirements. sac rats. 

s provide flexibility to cope readily with changes to the populauon of customers, amounts to be paid 
and the volume of transactions. 

where f" is used: 

0: interface a with existing IT systems; 

be capable of development; 

11 . be robust in pwv Ling continuity of perfannaztey 

and 

d provide a secure environment against fraud, unauthorised disclosure of information civil 
unrest or "Acts of fs ". 

support the review, at appropriate intervaLs, of the operational objectives and requirements of the 
payment system to ensure that they remain consistent with any developing nos of customer 
service, accounting or security, 

• coordinate the DSS position so that the new contract(s) with POCIJPFI suppliers do not conflict 
with: 

U W4 Treasury investmentguidelines; 

LI the delivery of benefits, in particular the development of a one stop customer service; 

A existing contracts; 

and that .as the project develops revised procedures, other guidelines and training 
for DSS tional units are filly costed and timeousty Isnroduce& 

Table 2 
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Supplier's Objectives 

• making a high profit 
covering and controlling their risks 

• establishing a leading market position with the technology 
• defending present market position and exploiting present 

competencies 
• branding 
• confidence in the partnership 

External political drivers 

• Ministerial. commitment. 
Peter Lilley NF SP conference May I 994 
Michael Heseltine Green Paper on Postal Services. 
Kenneth Clarke all funding must go tough PFI option first 
Michael Howard - voluntary national identity card 

• reduce fraud 
• reduce end to end process costs 
• support and maintain a nationwide network of post offices 
• [migrate to a government smaricard] 

Table 



POLOO104422 
POL001 04422 

Commercial is confkte.nce Paper AC 3195 

Annex B 

Extracts from latest version of Statement of Service Requirement 

Chapter 1 Introduction 

1.5.2 Constraints 

* Customer Service 

The importance of at least maintaining, if not improving, customer service." 

Chapter 2 Background 

2.3.1 Customers 

"Post Office Counters Ltd recognises that the key to sustaining success is through 
continuous improvement in meeting customer requirements. This means delivering the 
highest quality service both externally to its customers and clients, and internally to its 
std and agents." 

2.3.1.2 Customer Service 

.During any change therefore (e.g. the introduction of new technology), customer 
acceptability must be the paramount consideration. Post Office Counters Ltd must 
protect its core values of integrity and persoal service, and maintain the brand their 
customers recognise. This means accuracy of transactions, choice and protection of 
identity.

Chapter 5 Steady State Services 

5.2.2.1 Counter Service 

"(c) Counter transaction times .. service providers should seek o improve on the 
current transaction times. The current average counter transaction time for a customer 
benefit payment........... Service providers will be required to work with Post Office 
Counters Ltd to facilitate improvement in counter transaction times and to agree 
detailed performance criteria and measurement methods."" 
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