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Modernising DSS l3 ie1it f"s oaths 

I am writing to ales you to probietns Witt, a private/public sector project designed to itrtprov 
the benefit payment system and automate the Post Office networit, in a trutste€l, there is e 
serious gilt that this projs =.t will fail to de i°,=er its objectives . or Will trot to its vrithia a 
t"unescale that will make it worthwhile. 

e have ittiterited this £i billion project from our predecws:ors. Under t€ip PPI Pmgratt e 
ICL were contracted by nay I3eparment jointly with Past Office Counters  to 
fund the development of a system which would provide an automated means of payirsg 
benefits through a Benefit Payment. Card to replace our current expensive and ins ur, 
paper»based methods; and, on the back of this. to provide some additional technology to PosT 
Offices, with the aim of helping lei to extend tae range of their future business, The 
project was supposed to be fully operatiotsal in all Post Offices by the end of this year. Bi t 
due to a long , istory of problems, ICL have been unable to deli€ver to this timetable, so that 
the cot aletien date bAs now bee extended by two years to 2000 at the earliest, with a 
co"equential loss to us of around £200 million in fraud savings foregone. 

This two year delay also brings with it funding consequences both for curse€ves and for the 
private contractor. These and some continuing major concerns around the project's 
deliverability have led us to the view that it would be prudent to take stock before 
committing to further investment. In doing so, it must be right to look to the medium and 
longer tarot Government objectives for a mOden welfare system anti the best way to sustain 
a rural Post Office network into the millennium and beyond. 

The questions that this will raise have far-reaching consequences, which could impact on our 
future capacity to deliver the benefit payment service people want, and on the future of the 
Post office network, vita to so many of o: t cornrtur;ities. YOU will a:-yway wish to be 
aware because of the wade ringing A+linist^~rtal to crests involved, and the treed to reach a 
cuss-{rov writ nertt consensus on the best route forward. The primary Departmental 

responsibilities fall to Margaret Beckett and me, but there are also significant issues around 
rural policy, the Government IT infrastructure and strategies to promote social cohesion. 

It is now urgent to reach a deci.ion on the best way forward, because further investment will 
be required if the project is to continue. it is also possible that ICL, the private contractor 
concerned, may give their version of the story to the Press at any moment, in an attempt to 
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infiuence the outcome. There are ird;ercnt dangers of damaging media spec::tlation, esp icily 
aroustd the future of the Past Of;ice, as you know, tha Post 0 %ce irtvoiven;c4 t rrtearthere 
cot td be matters here arousing strong public interest and ginionc, There is a<ready some 
speculation in the,speciaiist Press. 

you may also wish to be kept informed because ICL arc parr ,f t:.e 'u;ltsu e npire, with
you had some contact on your recent visit to Japan and here is also a constituency 

dimens or. for you. 

The itnrtediate urg,eny on the financing of the project means tita€ John Denham fwno is 
leading this work herc':t will aced to write very shortly to Alistair Darling on the ~unding 
issues, Alcgugh w~ live a clear views about the best route forward, 1 am clear that we 
should at all costs seek to avoid getting focused too c c,«ly on indi "sdttal tyepart en al 
interests, awl that we should aim to es}tablsh an agreed view from the start. avoiding the 
o entiatly damaging effects that our quite legitimately differing Depamrcntal views can 

have, when exposed to the public :ye, On this basis, I shad be seeking to discuss with 
Atiatair and Margaret in the war Mn . 

A copy of this also goes to Gordon Bsown' 
--------- ---- - - - - -A - - ------------- 

Harriet _ _ -.-.-.-.-.-.-.-.-.-. 
HH 
6 Febmarr 1998 
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