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Fourth Special Report 

PENSIONS, PEOPLE AND POST OFFICES 

The Committee published its Eleventh Report1 of Session 2002-03 on 17 July 2003. The 
Government’s response to this Report was received on 12 September 2003 and is published 
as an Appendix to this Special Report. 

 

Appendix 

Introduction 

The Government welcomes the Committee’s investigation into the impact of Direct 
Payment on the Post  Office Network. However, there were two themes running through 
the Committee’s deliberations, and several witnesses’ evidence, on which the Government 
takes a different view. Our response, therefore, addresses these general issues, as well as 
responding to the Committee’s specific recommendations and conclusions. 

The two general issues are the suggestions that: 

• the process for opening a Post Office card account is unnecessarily complicated, and  

• customer information from the Department for Work and Pensions (DWP) does not 
provide sufficient information about the card account and how to apply for one. 

The Government’s view is that the available research/monitoring and data very much 
suggests the opposite. The card account is proving very popular with customers. Nearly a 
million people have already said they want to open one, which suggests that customers are 
fully aware of the card account’s availability and how to open one. This also means that the 
eventual number of card accounts is now expected to be well in excess of the 3 million 
operating assumption. 

One view repeated by a number of witnesses is that customers have to go through 8 or 
more steps to open a card account. In fact, customers only have to take three steps 
themselves — (i) ring the Customer Conversion Centre (CCC) to discuss their options (ii) 
await a Personal Invitation Document (PID) and take it to their Post Office branch to 
collect a Post Office card account application form to complete and (iii) as with all 
accounts, send the required account details back to DWP. 

The Government does not accept that this is a particularly onerous process, and there is no 
evidence that it is putting off customers from applying for card accounts. Indeed, the only 
real difference between opening a Post Office card account and opening a bank account is 
that the equivalent of steps (i) and (ii) might be combined on a visit to a bank branch. 

 
1 Eleventh Report from the Trade and Industry Committee, Session 2002-03, People, Pensions and Post Offices: The impact 

of ‘Direct Payment’ on post offices and their customers (HC 718). 
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The CCC has been the focus of some criticism. The Government’s view is that the CCC is a 
necessary part of the overall conversion process. There needs to be a process in place to 
ensure that only benefit, pension and tax credit recipients open a Post Office card account. 
A PID from one of the paying departments (DWP, Northern Ireland Social Security 
Agency and the Inland Revenue) is a means of doing so and using the CCC to issue these 
documents is the most efficient way for DWP to get them to customers. The Post Office is 
also using the PID as one form of identification for opening a card account and sees it as a 
key document in the overall account opening process. 

The requirement to ring the CCC also enables DWP to ensure that customers have fully 
understood all their account options before making their final choice. The card account has 
limited features so will not be the best option for many people. Research shows that some 
customers mistakenly think that the card account is the only account which can be used at 
Post Office branches. 

The Government is committed to customer choice. It has a duty to ensure that customers 
are fully informed, so when they ring the CCC they will be reminded of all of their account 
options, including very importantly those which can be accessed at Post Offices. One area 
of misunderstanding is that customers do not realise that basic bank accounts can be 
accessed at post offices, and that using a bank account at the post office also generates 
income for the sub-postmaster. The Government is considering what can be done to clear 
up this misunderstanding. 

As independent confirmation that the information being given to customers in DWP’s 
leaflets and by the CCC is unbiased, the Government is pleased to note that Postwatch’s 
initial research2showed that —  

• the vast majority of pensioners felt the advice given by the CCC “was given in a clear 
and unbiased manner”; 

• the vast majority of pensioners described DWP customer information material as being 
of “good quality”; and 

• the vast majority of those ringing the CCC to open a card account felt the information 
they were given was “clear and unbiased”. 

Although small-scale, this is evidence based on actual research of customers' views. The 
DWP is co-operating with Postwatch to enable further research to be carried out. 

In conclusion, the Government has not seen any real evidence so far which would justify 
making significant changes to the account opening process. But the Government is 
continuing to monitor closely the process and will make changes if we see any evidence in 
future that the system is not working for customers. 

 
2 Research undertaken by NOP for Postwatch and presented by Postwatch in their original written evidence to the 

Committee in May 2003. 
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Part I: Implementation of ‘Direct Payment’ 

Modernisation, efficiency and consumer choice 

1) It would seem from the Government’s own evidence, and that of others, that not all 
customers are convinced that Direct Payment, modern though it may be, is the best 
method for collection of their benefit (Paragraph 9). 

The Government has responded positively to customer concerns throughout. Research of 
benefit recipients who were not paid by Direct Payment was carried out by Elaine 
Kempson and Claire Whyley. The survey (Payment of Pensions and Benefits: a survey of 
social security recipients paid by order book and girocheque, published in August 2001) 
was aimed at understanding customer concerns and to address them in advance of the 
move to Direct Payment. For example, two of the main findings from this research were 
that pensioners wanted Post Office access and to collect their money weekly. Both of these 
choices were made available with Direct Payment. 

The Government is continuing to liaise with customer representatives about the 
implementation of Direct Payment in order to ensure that customer views are listened to 
and acted upon. The DWP is also monitoring the move to Direct Payment, including the 
receipt of any customer complaints, to ensure individual circumstances are understood 
and taken into account as detailed processes continue to be refined. 

The move to Direct Payment offers many advantages to customers, in terms of a more 
efficient and secure payment system and more choice about where and when they collect 
their money. Nevertheless, the Government recognises that change to well-established 
practices can be difficult to accept and resistance to change of any sort is a natural human 
reaction. It is evident that many customers have a strong attachment to their present 
method of payment, to the Post Office, and to their current routine.  

Overall, when it is their turn to be moved over to Direct Payment customers are reacting 
positively to the change. It is at this stage that they will have the information from DWP 
setting out all of their options, rather than relying on the incomplete information they may 
have garnered from the press or by speaking to others. 

As at 22 August 2003, DWP has received: 

• 2,414,835 bank account details; and 

• 937,379 requests for Post Office card accounts 

The fact that so many people have responded and that their choices are spread across the 
account options available, suggests that customers are not only reacting positively to the 
invitation letters from DWP about the changes, but are also taking account of the 
information they are being given when making their account choices. 

The Government has always recognised there will be a small group of people who cannot 
be paid by Direct Payment directly into an account.  An alternative method to pay this 
group that can be accessed at Post Office branches is being developed. (More details about 
this alternative method is provided in the response to conclusion 15.) 
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2) The ‘old’ system offered the choice between a bank or building society account or an 
order book for use at a post office to collect benefits and pensions. Direct Payment 
essentially offers the choice between a bank or building society account which may 
or may not be usable at a post office, or the Post Office card account, but not the 
order book. It is difficult to see that customer choice has, in practice, been extended 
significantly. Offering the full range of customer choice would entail allowing those 
who wish to persist with the order book system to do so (Paragraph 12). 

The order book system is outdated, inefficient, open to fraud and abuse and costly to 
administer. It needs to be modernised to keep in step with changing customer needs and to 
reflect the fact that owning and using a bank account is now the norm. (Over 87% of 
benefit recipients and around 90% of pensioners have a bank account.) 

Customers have three account choices when deciding how they want to be paid: (i) a 
standard bank or building society account,  an increasing number of which can also be 
accessed at Post Offices; (ii) bank or building society basic accounts by each of the high 
street banks and by Nationwide Building Society, most of which can be accessed at Post 
Offices; (iii) Post Office card account. The move to Direct Payment and the successful 
introduction of universal banking services has provided customers with greater choice over 
where, when and how they access their cash. For example, those wanting to collect their 
cash from the Post Office can use any branch (rather than being tied to one branch in 
particular). They do not have to collect all their cash in one go, and for customers with 
accounts that enable the use of ATMs provides the flexibility of getting money immediately 
if, for example, they spot something they want to buy on a shopping trip. Direct Payment 
gives people the opportunity to have access to their money 24 hours a day, seven days a 
week. 

And the introduction of universal banking services has, for the first time, brought 
accessible banking services to millions of people who live in rural and urban deprived 
areas. This is a major contribution in taking forward the Government’s policy of financial 
inclusion for all. 

Reduction of benefit fraud and other crime 

3) Reduction of benefit fraud is an important Government objective in its own right, 
but the estimated reduction that the Government expects to see from Direct 
Payment (£80 million) should be viewed in the context of its own estimate of 
benefit fraud as a whole  (£2 billion per year) and must be offset by the as yet 
unquantified risk of fraud under the new system (Paragraph 15). 

The Government bears down on fraud wherever it appears in the system. The way benefits 
and pensions are paid is being made more modern, efficient and secure. There is no 
evidence of weakness in the system DWP has for delivering Direct Payments to financial 
institutions.  Once a payment has been authorised by Departmental computer systems it is 
sent and received securely. The financial institutions already have robust security measures 
to safeguard cash withdrawals from their customers’ accounts. That is why the 
Government believes that Direct Payment is a more secure and efficient method of 
payment than the current order book method and that the savings to be made are an 
important contribution to the wider fight against fraud in the benefits system. Organised 
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fraud is often committed through the bulk theft of order books whilst in transit to the 
intended customer.  These stolen order books are then altered and cashed. Experience 
indicates that perpetrators of these thefts are also involved in other illegal activities, 
including the theft of credit cards. 

Nevertheless, we will continue to maintain a watchful eye to ensure that fraud is not 
allowed to creep into the system in newly devised ways. 

4) We can appreciate that the added flexibility offered by the new system to withdraw 
only part of their benefit may be welcome to customers. We can also appreciate that 
this may reduce the financial impact of a robbery on an individual. However, we 
remain to be convinced that the new system will prove beneficial in terms of 
reducing the risk of such an incident taking place, as the Government believes.  
Common sense would indicate that criminals targeting vulnerable people often 
have no way of knowing how much cash their victims are carrying, even if they have 
just left a post office or bank (Paragraph 16). 

Direct Payment provides customers with greater choice about where and when they collect 
their pensions and benefits. This, in turn, may reduce the potential for robbery if people 
adopt a more flexible approach to collecting their money, rather than following the same 
routine every week.  

Under the old arrangements, customers are not only vulnerable to having their cash stolen 
once they have cashed their order book, but also to having the whole order book stolen or 
misappropriated (sometimes before they even receive it). The average value of a pension 
order book is in excess of £1,500. Criminals may, therefore, be deterred from targeting 
customers as this opportunity for fraud and theft will be significantly reduced. 

Promoting the security of Direct Payment is, therefore, an explicit way of making it clear to 
criminals that the days of people carrying around order books are numbered. 

The Police have told us that Direct Payment will significantly help to tackle crime. An 
Association of Chief Police Officers spokesman said: 

“Anything that reduces the opportunities for crime is of benefit. In particular this 
move will hopefully protect the more vulnerable members of society, and enable 
them to feel safer.”  

5) We recognise that the Direct Payment programme has the potential to contribute 
to the Government’s objectives for financial inclusion, providing our concerns, 
which are dealt with later in this Report, over the handling of applications and the 
provision of advice are dealt with (Paragraph 20). 

The Government is pleased that the Committee has welcomed the contribution Direct 
Payment can make to increasing financial inclusion. New, easy to operate accounts should 
make a significant dent in the three and a half million adults in the United Kingdom who 
are currently without a bank account, so helping to reduce the scale of financial exclusion 
— a problem which has given rise to widespread concern in recent years. 
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Research has shown that some people find banks off-putting and that there is not always a 
branch near to their home. The arrangements that the Post Office have put in place with a 
number of banks now means that around 20 million people can access their current bank 
accounts at their local post office. As people become more familiar and confident with 
using a bank account they may then choose to utilise other financial services offered by 
banks, building societies and the Post Office. 

Providing value for money 

6) In the absence of a proper study of the costs and benefits of Direct Payment, it is 
difficult for us to comment on the merits of the Government’s case that it 
represents value for money (Paragraph 22). 

The Government is satisfied that the move to Direct Payment represents good value for 
money and will save the taxpayer hundreds of millions of pounds. The Government 
provided the Committee with two supplementary memoranda, which provided an 
assessment of the costs and benefits arising from the introduction of Direct Payment based 
on the information which had been reviewed by the Office of Government Commerce in 
February 2003. The Committee published these memoranda as Appendices 12 and 14 of 
their report. 

Some of the information in those memoranda was given on a confidential basis. This was 
because Post Office Ltd. considers details of the payments they receive in respect of the 
Post Office card account contract as commercially confidential (as they explained when 
they gave evidence to the Committee on 4 June 2003), and some of the information 
pertained to a service which had not yet been procured (i.e. the Exceptions Service). The 
second memorandum also explained that some of the numbers would be subject to review. 

The Government has offered to provide the Committee with an updated set of figures 
following the next review of the programme by the Office of Government Commerce. This 
is due to take place in October this year.  

7) In our opinion, of the reasons put forward by the Government for the introduction 
of Direct Payment, the expected saving in public expenditure is the most 
compelling. Indeed, it is difficult to disagree with the conclusion of the National 
Consumer Council that the introduction of Direct Payment was driven by the 
objective of reducing government expenditure rather than meeting the basic 
financial needs of consumers (Paragraph 24).  

It is hard to reconcile this conclusion with the previous conclusion regarding value for 
money. What is important is that Government targets what resources it has available at 
those who are most in need. Every payment made by an orderbook costs 68 pence 
compared with a penny for a payment into a bank account. In addition, the money that is 
lost through giro and orderbook fraud would also be better targeted at improving public 
services. 

The move to Direct Payment will provide a modern, secure and efficient system and the 
Government is not shy of the fact that it will reduce administrative costs. Cutting 
unnecessary expenditure on administrative costs releases money for other priorities. But 
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savings in public expenditure was not the only reason for the move to Direct Payment. 
Other factors, such as responding to customer trends, increasing financial inclusion and 
the lack of any real alternative modern approach once the Benefit Payment Card had failed 
were also important factors in the decision to move to Direct Payment. 

8) Given the large number of people affected by the process, it is only sensible to phase 
in the Direct Payment system. It seems to us, however, that one possible 
disadvantage of the approach adopted by the Government is the potential for 
confusion among customers who may be asked to change over at a different time to 
their friends and neighbours. This confusion must be minimised by an effective 
public information campaign (Paragraph 29). 

The Government agrees with the Committee’s conclusion that an effective customer 
information campaign must be in place to minimise potential confusion amongst 
customers. We are pleased to confirm that with the DWP’s Direct Payment information 
campaign, which takes customers through the changes, such activity has been in place 
since the start of the conversion. 

DWP considered a number of different approaches to converting customers to Direct 
Payment.  The huge number of customers that needed to be converted to Direct Payment 
(thirteen and a half million at the start) meant that converting all customers in one go was 
never a realistic option.  Converting customers on a geographical basis was ruled out 
because DWP’s computer systems and wider modernisation plans could not support such 
an approach. 

Instead DWP are phasing in the changes over a two-year period which started in April this 
year. This approach should ensure the process is carried out efficiently and with the 
minimum of disruption. Issuing a controlled number of invitations and then allowing a 
period to assess the conversion processes and customer reaction has enabled DWP to learn 
lessons as things progress so as to improve customer products. 

Whilst the Government accepts that this approach does have the potential to cause some 
confusion because customers are being asked to change at different times, we believe it is 
the best option. DWP has made clear that it will be contacting people over a two-year 
period and that customers do not need to take any action until they are contacted. 
Customers who have any questions at any point (including why they have not yet been 
contacted when a friend, relative or neighbour has) can ring the National Direct Payment 
information line for information. (This number is widely publicised in leaflets and TV, 
radio and newspaper adverts.) 

Public awareness 

9) The public has a right to clear and accurate information on the options available to 
them for the delivery of their pensions and benefits, to help them make the right 
choice to suit their needs. In particular, we are not satisfied that the availability of 
the Post Office card account or the consequences of not moving to Direct Payment 
has been made clear to customers. To avoid confusion, the Government must 
ensure consistency between Departments in the way that these options are 
explained (Paragraph 36). 
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People are being provided with all the information they need on all of their account 
options, including the Post Office card account and which other accounts can be used at 
Post Office branches. Customer information material is tested on groups of customers 
before it is issued and the Government is satisfied that customers are supplied with all the 
information they need to choose the account option that is right for them. 

As mentioned in the introduction, some of the witnesses appearing in front of the 
Committee claimed that the availability of the card account has not been made sufficiently 
clear to customers. However, the available data actually suggests the opposite. Not only are 
customers applying for Post Office card accounts in much greater numbers than expected, 
but research from Postwatch found very high satisfaction rates amongst customers. 

DWP customers who require further information about the Post Office card account are 
asked to contact the CCC. This approach is fully in line with the Committee’s view that 
customers have full and accurate information as it ensures that customers have fully 
understood all of their account options before making their final choice. Those people who 
wish to open a Post Office card account are then issued with a letter inviting them to apply 
for a card account (the PID). 

Those customers who have further questions about Direct Payment (which would include 
not being able to use any of the account options) are advised to contact the Department on 
the free-phone number provided in their invitation letter. Customers can then be talked 
through the various account options and have any questions or concerns addressed. If a 
customer still feels that none of the account options available are suitable, then they are 
informed that they can continue, for the meantime, to receive their benefit or pension by 
order book or girocheque. 

Research 

10) Postwatch would like to undertake a survey of public awareness of the Direct 
Payment during rollout of the programme, and would like DWP to include an 
invitation to participate in the survey with the initial contact letter sent to 
claimants. There would seem to be no technical or legal barrier to such an approach 
and we would expect the Government to accede to this request. The results should 
prove valuable in assessing the effectiveness of the public awareness campaign and 
help the Government refine its information strategy (Paragraph 38). 

Agreement has been reached to include around 12,000 Postwatch leaflets in Direct 
Payment mailing packs sent to pensioners. These were issued by the CCC during August. 

The Postwatch leaflet invites customers to take part in a survey to assess their experience of 
using the information leaflet and account details form included with the mailing, as well as 
the CCC telephone line. 

Postwatch first approached DWP some months ago for help in undertaking a survey on 
customer’s experiences of moving to Direct Payment. They required willing volunteers to 
participate in the survey, but had no direct way of identifying and contacting people in the 
potential target group. DWP was unable to provide Postwatch directly with customer 
details due to customer confidentiality legislation. But DWP was keen to try and find other 
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ways of helping Postwatch with its research and, as outlined above, have now been able to 
do so. 

Part 2: Impact on benefit claimants 

Applying for a card account 

11) We agree that it is necessary to ensure that the procedure for opening a Post Office 
card account ensures security. We do not accept that this requirement necessarily 
means that the procedure must be more complicated than opening an ordinary 
bank account. The Government should consider again why a card account cannot 
be opened at a Post Office using the same basic procedure as employed by the banks 
(Paragraph 46). 

Unlike bank or building society accounts the Post Office card account is only available to 
benefit, state pension and tax credit recipients. Those who want a card account need to 
obtain a letter from their paying department by speaking to a representative at the CCC or 
a member of staff at their local benefit office. This letter, the PID, is the means by which the 
Post Office can identify those who are eligible to apply for a card account. 

The requirement for customers to ring the CCC enables DWP to ensure that customers 
have fully understood all account options before making their final choice. This approach 
is consistent with conclusion 9 concerning the public’s right to clear and accurate 
information to enable people to make the right choice to suit their needs. Customers need 
to understand the full range of options and to be clear that the Post Office card account has 
limited features (e.g. it does not offer direct debits, it cannot receive payments of wages or 
occupational pensions and can only be accessed when Post Office branches are open). 
Unfortunately some customers may have based their opinions upon what they read in the 
press or hear from others and think that the only way they can continue to collect their 
money from the Post Office is by opening a Post Office card account. So the requirement 
to ring the CCC helps to ensure that customers get a complete and accurate picture before 
making their final decision. 

The Government believes that the current approach is working well and that the 
requirement to ring the CCC for those wanting a card account is playing an important role 
in helping customers choose the account which best meets their needs and circumstances. 
As outlined in the introduction, the Government does not accept that the overall process 
for opening a card account is more complex than that for opening other types of accounts 
or that there is any evidence that the current arrangements are deterring customers from 
opening card accounts. 

12) The Minister assured us that procedures were in place in call centres to monitor the 
quality of the advice that operators give to callers. We have reviewed the call centre 
script and agree that, in general, if the wording is adhered to then callers should get 
advice on the whole range of options available to them.  However, we noted that 
part of the script was inaccurate about the ability to access cash from a normal bank 
account at post offices. We would urge the Government to re-read its script to 
ensure that in all cases it is clear on this point (Paragraph 49).  
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The Committee has quite rightly pointed out that only some bank or building society 
accounts can be used at Post Office branches. This is clearly pointed out in earlier scripts 
which link to the one that the Committee were supplied with and have viewed. If the 
scripts are used in the right sequence customers will get all the information they need. 
However, in order to put things beyond doubt, DWP is amending this particular script so 
that it provides full and accurate information in its own right. 

As part of DWP’s commitment to providing good quality customer service, both the CCC 
and Information Line scripts have been reviewed and quality control processes are in place 
to ensure the information given by call operators is in line with each script and is 
consistent, accurate and impartial. 

Funding for the Post Office card account 

13) We note that funding for the Post Office card account is secure only for the first five 
years of its operation, and that the funding provided by the banking industry is 
voluntary. This could lead to doubts over the future of the product if the banks 
decide not to continue their support. In order to preserve the degree of choice 
available to people in the way in which they receive benefits, we would expect the 
Government to ensure that the costs of operating the card account system are met 
after the initial five year period for which funding has been provided (Paragraph 
53). 

The five-year funding referred to in the Committee’s report refers to the funding provided 
by the banking industry. 

The contract between the Government departments concerned and Post Office Limited for 
the Post Office card account (which will potentially cost Government £1 billion over its 
lifetime) runs for seven years between 2003 and 2010. 

This is the first year of a seven year contract and it is too early to speculate about what 
might happen in the future. 

Disabled access to post office banking services 

14) We note that Post Office Ltd is now responding to concerns from the RNIB and 
others about the suitability of the equipment installed in post offices from the 
perspective of their blind or otherwise disabled customers. This sensitivity to their 
needs is commendable, but it would have been better to ensure that their concerns 
were taken into account earlier in the installation programme (Paragraph 58).  

Post Office Ltd used the services of RNIB consultants in the development of the Pin Pad 
device. Post Office Ltd had to introduce Pin Pads to a specific timescale, and opted for the 
most suitable model available at the time. While Post Office Ltd were aware that this did 
not meet all of the recommendations from the RNIB, there was not a model available, nor 
could a new model have been designed, which met all to the recommendations and which 
could have been implemented in the required timescales. We are pleased that the 
Committee have recognised that Post Office Ltd have listened to the RNIB and to their 
customers, and are working on adapting the Pin Pad devices to increase accessibility to all. 
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Exceptions Service 

15) It is clear from the evidence presented to us that the failure of the DWP to develop 
its ideas for the Exceptions Service in advance of the introduction of Direct 
Payment has led to uncertainty and confusion over the means by which some 
groups of disadvantaged people will receive their benefits in future. At the very 
least, the Government should take steps to allay their concerns by making clear that 
claimants do have the choice of continuing to use order books until 2005 or until 
such time as the Exceptions Service has been developed (Paragraph 66). 

Customers who have questions about Direct Payment are advised to contact the DWP on 
the freephone number provided in their invitation letter and accompanying leaflet. This is 
to ensure that customers have all of the information they need to choose the option that 
best suits their need and circumstances. If, during the course of the call, a customer states 
that they cannot access their money through any of these options, then they will be 
informed that they can continue, for the time being, to receive their benefit or pension by 
order book or girocheque. 

The Government will be closely monitoring the way that the Direct Payment scheme 
operates in practice so that the detailed operation of the exceptions service can be designed 
to ensure that it is secure and efficient and properly meets the needs of customers who 
cannot be paid by Direct Payment.  DWP has also started initial discussions with some 
customer representative organisations to seek their views on the design of the exceptions 
service and the sorts of needs that they think it might need to meet. At this stage of 
development work a cheque-based solution appears to accommodate most of the known 
requirements. Payment outlets for this service will include Post Office branches. 

The Government believes that this approach of gaining a proper understanding of the 
problems some customers may face with Direct Payment based on real customer 
experience is the right one. And it is certainly better than the alternative of designing the 
service before conversion started based on informed guesswork about the circumstances 
and needs of customers who cannot be paid by Direct Payment. This is particularly the 
case as the current order book and girocheque system will effectively operate as an 
exceptions service for some customers until well into 2004. 

Part 3: Impact on Post Office business 

Post Office strategy for change 

16) The Your Guide pilot was a commendable experiment which might have 
contributed significantly to the Government’s objective for e-Government and e-
Commerce. We were reassured to learn that the concept has not been abandoned 
altogether. If it can be adapted and marketed successfully it could benefit the 
public, the Government and the revenue of Post Office Ltd (Paragraph 80). 

The evaluation of the Your Guide pilot showed that it would neither significantly improve 
Government departments’ ability to meet their delivery or financial objectives nor raise 
sufficient new revenue for post offices. A publicly funded national Your Guide would not 
therefore have represented value for money. However, the pilot indicated a number of 
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areas in which Government departments might in the future deliver services through post 
offices. The scope for this is being kept under review, as are alternative commercial 
options. 

Banking services 

17) It is clear that the provision of banking services is a core element of the company’s 
strategy for its development and the survival of the network. We hope that the 
management’s confidence in the desirability of their product is well-founded. 
However, we also agree that making mainstream banking services more affordable 
and accessible through post offices could play an important role in promoting 
financial inclusion. We hope, therefore, that the major banks will do more in 
practice to make such services available through post offices, in a way that is 
financially viable for the post office network as well as for themselves. We urge the 
Government to step up its efforts to promote these developments (Paragraph 80). 

The Government fully supports Post Office Ltd’s plans to widen its customer base. A new, 
effective, commercially minded management team has been put in place. They are 
committed to turning the business round, moving it away from its traditional, low value, 
declining markets, and into new higher value areas. We have provided £480 million to 
automate every post office branch, which has enabled the establishment of the technical 
infrastructure to support electronic banking services. Banking and other financial service 
products are at the heart of their strategy. 

All the High Street banks and the Nationwide Building Society are making a very positive 
contribution to universal banking, providing customers with free access to their basic bank 
accounts at post offices, in addition to making a significant financial contribution to the 
cost of running the Post Office card account. These financial institutions have worked with 
us in a positive, constructive way to ensure the delivery of universal banking on 1st April as 
planned. 

The Post Office provides paper based banking services on behalf of Alliance and Leicester, 
Barclays, Lloyds TSB, the Co-operative, and the Internet Banks Smile and Cahoot. If 
customers bank with one of these, they can cash cheques and make cheque deposits at post 
offices free of charge. In addition the Post Office is now providing electronic access to all 
current account holders at the Alliance and Leicester, Barclays and Lloyds TSB — some 20 
million customers. 

The Government agrees wholeheartedly with the Committee’s conclusion that making 
mainstream banking services accessible through post offices could play an important role 
in promoting financial inclusion. The Post Office is in discussion with the other banks to 
extend these commercial arrangements. Whilst it is a commercial matter for the parties, 
the Government would urge all the major banks to provide their customers with access to 
their accounts at post offices. 
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Other new products 

18) We urge the Post Office to progress the introduction of such new business activities 
and flexible working speedily as such developments could open up new possibilities 
for the maintenance of a healthy local post office network (Paragraph 89). 

Post Office Ltd is continuing to develop and introduce new services and business activities.  
In recent weeks, these have included electronic access to their current accounts at post 
offices for LloydsTSB customers, acceptance of debit card payments, increasing the 
number of branches providing MoneyGram network services, a major advertising 
campaign for travel insurance and bureau de change services and a pilot of 
“easyInternetcafe”. The development of a range of simple financial services and insurance 
products is also continuing. Post Office Ltd is also committed to more flexible working for 
post offices. 

Urban Reinvention 

19) We commend Post Office Ltd’s assurance that it will make decisions about the 
future of individual post offices by reference to strategies for communities and 
areas rather than in isolation from each other. We urge that decisions are not made 
in a way which pre-empts a review of the procedure which relates the proposals for 
closure against a “best-fit” model, and that the Post Office makes its model publicly 
available. (Paragraph 94).  

Following discussions with Government and Postwatch, Post Office Ltd will, from 
September 2003, implement its urban reinvention programme on an area by area basis, 
using each parliamentary constituency or geographical groupings of them. This will result 
in proposals for closures and other changes to be put forward simultaneously for an area 
enabling consultation to be based on an overall picture of proposed future service 
provision. The public consultation period will also be extended from one month to six 
weeks. To minimise uncertainty, the pace of the programme is also being increased with 
the aim of completing all public consultations by December 2004. 

Post Office Ltd’s network planning model incorporates much data relating to individual 
post offices of a commercially confidential nature that it would not be appropriate or 
practical to make publicly available. However, information relating to individual proposals 
generated by the model is made extensively available to Postwatch and to formal consultees 
under the agreed consultation process. 

The Government values the Post Office network and is committed to providing access to 
Post Office services. It is making a significant investment to help secure its future, some £2 
billion in total over the next five years, including £450m for the rural network. The 
automation of Post Office branches will enable the Post Office to compete for new business 
in the future. 

The Government has also invested in the IT infrastructure of the business. £480million of 
Government support was invested in the Horizon project, one of the UK’s largest 
computerisation projects, which has automated every Post Office in the network. 
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The rural network 

20) It is too early to judge the progress of the Urban Reinvention Programme or the 
effect of the Government’s support for rural post offices. We will monitor progress 
of both programmes and return to these issues in the near future (Paragraph 97). 

The Government welcomes the Committee’s continuing interest in the progress of the 
Urban Reinvention programme and the support for the rural post office network. 


