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i Ministers are faced with a difficult decision,

Major Government
he United Kingdom

bjectives are involved n the one hang support for ¢
0

information technology industry through enlighteneq pub
i

lic purchasing, ang
on the other securing an ef

ficient and economically ruyp computerised PAYE
sulting manpower savings, with the minimum risk
and delay. It is not possible to reconcile these objectives fully,

4
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At present, the PAY} system is run by the Inland Revenue largely on a

system, and substantial re

manual basis, Feasibility studies by the Revenue, aided by the CCTA,

consultants and external 1 *Viewers, have concluded that the system can best

be computerised by linking terminals in almost 600 local tax offices through

i 4 total
a data communications network to twelve regional computer centres. The to

18
tost of the Project is well over £100 million, including all computers, o

terminals ang software. Adding buildings, computer rooms and telecommunications
$eIvices takes the figure beyond £150 million.. About £30 million w:'i.ll be spent 80
o0 computers apq associated equipment (for the regional centres) which are

inals and communi-
formally regarded as coming within the ICL preference. Termi
Cationg equi

. to competitive
Pment costing a similar sum will in any case go P
tendey,

: The Post : 82
ng.
The Revenue's own staff will do much of the Prog::m: igldings
e bu 3
11 provide the communications lines and the PSA

taff (equivalent
Sation when complete will save about 8,000 Revenue s

0ftice wi

C°"‘Puteri

to aboyt

£40 million per year).

illion or
: for the £30 mi

On the lmnediate issue, viz. the basis of tender

% Compy

d the s
the Chancellor an

ters ang associated equipment, the papers from Industry (E(80)69) 86
"esident (E(80)68) and the Secretary of State for

3 choose.
br, invited to
§ oot b WO courses between which Ministers are i
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£ State for Industry argues that

the ri
4. The Secretary o Bt courg, iy

= der to ICL. The Chancelloy
ith a single ten and Loyg
to go ahead mow Wl

his course would be in line with the ney ap

President accept that t Proacy

blic purchasing endorsed by E earlier this year. They g, 00T digpyy

on pu g . g e

that, given time, ICL should be capable of doing the job. Aapg, althougy
at, given time

ICL's price is likely to be higher than tl-lat'which would emerge from ay
open tender, this by itself, given the existing ICL preference, jq g
decisive. The crucial problem, given ICL's relative inexperience with
systems of this type and scale, is the risk of substantial delay before
reaching the stage when the project could be launched 'live! with contideng,
The CCTA has assessed this risk as one of at least a further year's delay,
(This additional risk is distinct from the general risk that a Project of
this size and complexity may, for a whole variety of reasons and whi chever
supplier is chosen, not be completed within the original timetable. ) Delay
would be expensive in terms of postponed manpower savings. It would also
further extend the period (already stretching to 1987) during which ma jor
changes in the existing PAYE system (as opposed to normal Budgetary changes)
will not be possible. If Ministers choose to invite a single tender from

ICL, the risk of paying these penalties of additional delay cannot in the

CPRS's view be avoided.

5. The alternative course (advocated by the Chancellor and the Lord

President) is to go for open tender. This would almost certainly mean the §
project going to one of the established multinational companies. 'The 59”;
of State for Industry argues in his paper that the damage to ICL in term:rr
prestige and future business, particularly in export markets, would be verl

serious.

i
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6. There is no easy solution to this dilemma. The opposing

seem to the CPRS important are set out briefly in the AnneX. »
ic proc®

: bl 3
7. If it were not for the importance of ensuring that pu tatio®

] hesi
without
supports our information technology industry the CPRS would

£ the
; he best ©
recommend open tender. Only if ICL can be reinforced by ©

ted 17
ines sugges
United Kingdom information technology industry, on the line i

1
¥ However?
paragraph 8(a) below, would the CPRS support going to 0k

to
. order
then 17 és
Ministers believe that open tender is the better course, RS reco®®
the CP esu'gn.

minimise damage to our information technology industry, £ these sugé i
r 0 j8
an arrangement along the lines set out in 8(b).  Either ved. Both xeo
ed.
would need to be examined further before it could be adop

2

(CONFIDENTIAL )

WertiSe and capability relevant to a

¢ UK e L Project of 4.
the ICL. ICL is the only UK main frape this gopt are oy

. to
fined ; Computey
coﬂre are several established and Teputable 1K manufacture,.' bui
the

Wned apgq y,
shme 8 o )
fanice in software, in systems anq other consl sed firmg whose
comp®

respects bett

er than ICL. Furthermore’ o el
For the 1980s it will bhe important o Xport Prospects t,

enhanCe« 3
spetence in information technology generally
C

e s00Pe of the existing ICL preference,
e

g.(e) If Ministers were to favour single tender to ICL, the Cppg bel
\ 2 elieves it

to require that ICL work
€M Companies (togethey
1d ensure initially that

st use of I(L, computers
in the Revenue's interests, and subsequently that additional skills are

would be essential, in order to minimise the risks,
closely with one of the leading UK software and syst

vith the CCTA and the Revenue). Together they wou

the overall planned system is adapted to make the be

available throughout system development and implementation, I(L has talked

It is important that both the
choice of partner, and the methods of working, should be acceptable to

Government (as well as to ICL) and give the best results both for the

of a partnership (with Logica) on these lines,

fevenue and the UK information technology industry, We recommend that CCTA

be invited to consider how this could best be achieved,

(b) If Ministers were to favour open tender, the CPRS believes it might be
Possible to mitigate the undoubted industrial damage if UK software and
¥stems compani es could participate in the design and development work, or

e in the management of the project. We recommend that CCTA be invited to

“nsider how thjg might be achieved, e.g. by making such participation a

Tap, <
Slory fequirement for a bid by a multinational computer mamufacturer
Seeking the Prime

Cones
onslderable wei

teg)
%0logy §ndus

: ] ing bid
contract, or by making it explicit that in evaluating bics
. i tion

ght would be given to the bemefits to the UK informa
try.

. N single
T vinl ag, be important to ensure that neither ICL uader h
limit (e.g. throwe

to compete
1s and network

Yenge,
n
the ’_ T the Successful company under open tender,

deg :

Wect-lm i it system) the opportunities for UK suppliers
ive] termina

Tvay, Y for the subsequent valuable contracts for © vhether any special

. ;
g, 4 Software, CCTA should be asked to conside

8 { : 5
1n the tender are required for this plﬂ’Pose
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Conclusion
Lonciusioo

Our preference would be for a final decision to pe defery,
u

10. e ey e for 4,
three weeks so that the possibilities under paragraph g above cap 1,

or A : 3

further considered by CCTA, in consultation with the Revenye and ty,

urthe Sa e "

Department of Industry. If, however, Ministers decide noy betweey sing)

ep gle

pen tender, we still believe that the relevant Possibiljty put ¢
or o

OTvarg

in paragraph 8 should be explored. In any case the suggestion iy B
i

aragraph
should be considered.

Cabinet Office
14 July 1980

4

The Main ’\“guments
—————"Tguments

ingle tender to ICL
for s1ng
he case

Indus®
ICL's prestige, and future business,

damaged unless they get the Jjob,

I rial policy:

ICL's success with big

No other country with such IT Ccapability (viz

US4, France, g
or Japan) would now place such a Government ¢ ’ » Germany

ontract abroagq,
Opportunities to support our IT industry in this

way will bhe
constrained from 1 January 198] by the EEC §

upplies Directive
and the new GATT procurement code,

Risk assessment:

There is a risk of additional delay with ICL but this must be assessed

against the likelihood of some delays whoever supplies a project of
this complexity.

It is accepted that given time ICL can do the job.

Political repercussions:

ICL is seen as the national company and the Government will be

criticised if it does not support it.

The case for open tender

Risk assessment:

dule.
The project is more likely to be successfully completed on schedule

Each year's delay costs £40 million in postponed staff savings
(8,000 stats),

Price,
bid.
OPen tender will bring out the lowest acceptable

Industr'
lal icys
policy: than ICL, and/or

: value
Some foreign suppliers could add more 7 ¢ UK IT industry.

; . ther members ©
PTovide more opportunity for o erande

. i e
’ loiting its P¥
ICL has ot been notably successful in eXp¢ rder may

A from this ©
hitherto, and its potential export benefits
be OVerstated,
1
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Political repercussions:

If major projeCt problems were to arise
’

(for not going to ICL) would be severe

then
adverse crits
lejg,
L}

Moratorium on major tax changes is likely to b
A e shorte
r,
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