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The Issue

1. We are going ahead with computerisation of the Pay As You Earn
(PAYE) system. This has been under examination for more than a
decade by successive Governments. We are satisfied that the present
proposals represent a worthwhile investment in terms of the staff
savings achievable, are technically feasible, politically necessary
and should proceed with maximum speed. The issue we now face is the
basis on which the computers, and some directly associated equipment,
should be procured for this large and important project.

2, The choice is between:-
(1) single tender to International Computers Limited (ICL); and

(ii) competitive tender, open to all.

for the reasons given below we are satisfied that, not withstanding

the Significance of the decision for ICL, open tender is essential
In thig case,

%

manual

administered by the Inland Revenue i:gﬁiiyagg in
: . su

conjunct'f}o]e Revenue, assisted by a team of concommunications Agency

4 le H
(© N with the Central Computer and Te n-line
coggA)' 1ave completed a detailezli3 feasibility study (l)ft::l( gffices to
aceriseq System, linking staff in 580 or so lo:ﬁis recommended
Jlonay Processing centres. We have accepted
f authorised its implementation.

C
OI“Puterisation will:-

(1) Save ahout 8,000 staff in the Inland Revenue;
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) yield a satisfactory rate of returp.
(i1 :

" the effectivenessg f
.:1) increase : O the tayx Aomie :
(1ii improve the service for taxpayers; dmll’lls’cratwn, and

Ll low more flexibility ip tax polj .
(iv) i}ianges excluded whilst Pavg j5 .Y DY oPening tne

S largely Operated op b a

4 manya]

o £30m of the total cost of
'3 equipment normally regarded as ¢
ani rence. A further, broadly similar
refinications equipment will, even unge
Cﬁ?ghased by competitive tender, in whic

P ted to have a good chance of Success,

expec

Method of Procurement

6. We have just settled our new approach on
policy is not to favour domestic manufacture

good market prospects and so provi value for money not just for a
one-off order but on an on-going basis. From the point of view of
this policy, which is not new but has recently been restated as
part of our new approach, we should very much like to see the order
going to ICL.

7. The Inland Revenue and CCTA have engaged in detailed discussions
with a wide range of manufacturers. The conclusions we have reached
from these discussions, in which ICL have been given preferential
treatment, are as follows:-

() Some ha1f dozen multinational companies would offer proven
SYStems“in which we ‘could have high confidence. Some of these
have substantial manufacturing capacity in the UK.

Seriousg reservations exist about ICL's ability to meetttge e
technica) Iequirements without serious risk of at ;easconsgquent
felay at the systems design and testing stage (wit :rationally
elay in implementation) and the likelihood of an op
unattractive system.
8
O
requi:eécij's case the main computers and some
5y Or on-line y i are still under ation of
thelkl)ke%y to be some dgllf};;ngefore ICL can offer the gerin:n:t:equj-reme"t
of th:Sm feasibility of their system next year whlgrom Soie
Pi)nexperit:: ering process; but the main rj‘sktS:;:?nfg;ermirmls (which
d:ve -nitigilof large systems inyolV1{19 jaf'lgant problens in Lo
Velg ¥ caused all companies signifi implementation.
Pm t) P n de]_ayed P
and that jig likely to result i §

of the software
development and there
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ible that the System wjij
: OFPOS S ; o Y11l not pe
1t is airipts to remedy this couldq involve aggeq gp to t
the 217ity resulting in a poor cervice Eoiloegi |
1iap1nce with other Projects shows that these ry
gxperi for a project of this size and
S

therefore, faced with ap unwelcon, ’

2 Shonl naturialy preter o gt chats.
./t in the hands of ogr majgr British com

projec had to balance this desire,
we havetional reputation by a decisj
interna single tender, against the v
than'b{ing the PAYE project to untri
COmmltsent commands an insufficient g
at pi:s a high probability of dela
;;de risks are considerable:

ed equipment ang a sy
€gree of
Y to comple

stem which

confidence, ang which
tion of the Project,

(a) The target completior} date for t
for the full nationwide system;
over £40m a year in deferred staf
implementation costs.

his large Project is April 1987
any further delay will cost

f savings and increased

(b

During implementation, and particularl
design and testing between 1982 and 1984 (when the pilot region
goes live) we shall face some constraint on making sign@ficar}t
changes in the personal tax system: any further delay in this
early crucial period would be serious.

y during detailed systems

(c) We cannot, above all, take any unnecessary risks in computerising

the system on which the collection of the largest single

compoient of the Government's income deper}ds. Thg transition to

fomputer working must proceed smoothly, with 27 mllllont -

employees and a million employers affected; and we musthe e

confident the new system will operate efficiently from <
0. We have concluded, with great reluctance, that the t:g::;::;le
isks of Proceeding by way of single tender to ICL a?etugsive
ﬁ.)r a Project of this size and importance. Despltelln zf .
d%SCHSSiOns With ICL, our considered judgement Fema”flsdelayed
l9nificant Tisk that we should face a combinatl‘?“doof constraint to
tpoation, additional cost and a longer perlged R e

er tax changes than if the project pro:ﬁ: prospect of a
testeq SyYstem. Competitive tender °f€erso en the possibility
Yat o Z' mqrg broven systems, Whi]-'e le:V;?gl ge manufactured ;gsgﬁi
{lteg xy3nificant part of the e the possibility of a suce
tengey 1 "99OM. It does not exelid t s 58 regard as dec:.sxvid .
Yaingy Y ICL though the arguments which we ¥eder, 2% ror von
s“CcesSfuingle tender must make it very -

1N competitive tender.
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Recommendation

M Treasury
11 July 1980
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