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Modermising DSS Benefit Fayments
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{ arn writing 1o alext you to proviems with 3 privated p‘fbifc SEcior project designad 1o improee
the benefit payiaent sysiem and autqmatﬁ ihf ?m; Gxﬁg& newwork. ir% & mutshed], thers i o
serious rick that (s projest wilt fail 1o deliver its objestives - or will not gp 50 within g
fimescale that wiil make it worthwhile.

We have inherited this £1 billion project fr_czp Qur predecessers. Under the Pry programme,
ICL were coniracted by oy Deparunent joindy with Post Office Coumers Lt (poCLy (o
fund the development of & sysieem which would provide an automated weany of paying
benefits through & Benefit Payment Cafd o ?613189{ Our Cumment expensive and inseoure
paper-hased meshads; and, on the back of this. 10 grgvzé& some gdx:in}onaz technology 1w Pog
Offices, with the aim of heiping POCL 1o extend the range of their future business, The
project was supposed 10 be fully operativesl i sl Post Offices by the end of this year. Bug
due to 4 tong history of problems, 1L have besn upable to ﬁelz:@s 10 this timerable, 3o thar
the comgpletion daie has sow been smcﬂdfzf{ ﬁ}*(t‘% years 2000 2 the sarliost, with 4
consequentias Joss to us of around £200 miliion n fraud savings foregone.

This two year delay also brings with it fuadiﬁ_g Tonsequences both for curselves and for the
private conmractor. These and some cgmxm_;mg maor Loncerns around the project’s
detiverability have led us to the view that it would be prudent 1o wke stock before
comminting to further nvestent, [n doing 0, & must be right to lock 10 the medium and
langer-term Govermment shipctives for a modern welfare sysier and the best way to sustain
& rural Post Office setwork imo the millensiam and bevond.

The questions that tis will raise bave far-reaching consequences, which could bnpact on our
futare capacity 1o deliver the benefit payment service people want, and on the future of the
Post Office nevwerk, vitsh to 5o many of oW ccmmaniz%es. You will anyway wish to be
awars because of the wide ranging Mirusierial inierests tnvolved, and the seed 1o reach a
ceuss-Government consensus on the best route forward.  The primary Depanmental
tesponsibilities fall to Margaret Beckett and me, but there are also significant issues around
rural policy, de Goverpment 1T infrastruciure and sUalegies W promois spcial cohesion.

1t s now urgent 1o reach o decision nn the best way fursard, because further tvestment will

be renuired 1 the project 1> 10 continue. 1t s also possible that ICL. the privase sontractor
comczrned, may give Geir veeston of the story to the Fresy at any moment. {0 g0 stiempl @
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nfluence the owcome. Thers are inherent dangers o{ éamagmg ?gé‘ia SDeculation, espels
arourd the future of the Post Officer as yuu gnov«, the Post Difige imvolverment megps Iger,
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You may alsa wish to be kept informed because ICL ate part of te Py
whom you had some contact en youl recent visit 10 fapan and thers

S empire, with
dimension for you.

®also g tomstituency

Jeading this work hered will need to write very shordy to Alisiir Darling on the 5

} iy
ssaes, Although we have a clear view a‘:feui the best route fsrw‘mgi‘, 'Z,am clear thay :;i
should st alt costs seek fo avoid gettng §ocused e cms:::iy on individus! Depanmenta
interests, and that we should aim 10 asta?;izsh an agreed \{ae.;w;mm the siart, avoiding the
rotentially damaging effects that our QUi fegitimately differing Departmental views cap
have, when exposed 1o the public &y, On
Alistair and Margaret 1 the near o,

The imemediate urgency o8 the finascing of the project means tat John Denham {who i

this basis, ¥ shall Ye seeking 10 discuss wity

A copy of this also goes 1 Gurdon Brown.

Harriet
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