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MINISTERTAL COMMITTEE ON ECONoMIC STRATEGY

MINUTES of a Meeting helq at
10 Downing Street on

THURSDAY 27 NOVEMBER 1980 at 9.30 am

—
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1 PURCHASING POLICY

PUBL
jous Reference: E(80) 7th Meeting, Tte o

prev

Committee considered a memorandum by the Secretar
The

(E(Bo) i 46 puit g e Y of State for Industry
us GECRETARY OF STATE FOR INDUSTRY recalled that at their meeting on
2 February the Committee had invited him to take the lead in initiating
geasures aimed at encouraging public purchasers to Promote the interests
of United Kingdom industry. He was now pursuing this with the Ministers
responsible for purchasing Departments; sponsor Ministers had written to
public bodies for which they were responsible; and the Ministers concerned
vould shortly be meeting with representatives of the local authorities,
His Department were consulting private sector manufacturers and retailers
to seek their views on products and on possible amendments to purchasing
procedures which might help them develop their international competitiveness,
Although useful progress had been made in some areas, not all Departments
vere equally aware of the policy or effective in pursuing it. He recognised
that it was not always easy to reconcile support of British industry through
Pblic procurement with ensuring value for money and complying with inter-
tational obligations on purchasing practices. The policy could in fact be
defended on the ground that it was reasonable to accept tenders with higher
initial eosts in order to promote the long-term international competitiveness
of suppliers through lower cost for longer runs and, as a result, improved
Value of money for the purchaser. He further proposed that, ™ stimulafe
:dag:de departmental efforts, he should set “l" a small comitte:; :l;ra::ed
Partment of Industry Minister and involving the Treasury,

- DHertnents programmes for enlightened public purchasing and to monitor
pr"lress. this committee would also

et With e ot GHRIEYE disbanded as soon
ag Hinister fully under
b

Together with the sponsor Ministers,

ach of the nationalised industries. &
icy w

S were satisfied that implementation of the policy

Scuggs
**lon the following points were made -

a, rting m‘iti!h ind\l!try

efficiency and inter-
nts to

jcult for Departme

shoullt ¥as important that the policy of SUPP
b - Pursued with full regard to costs:
i obligations, It was much more diff

2
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accept higher initial costs from purchasing British eq“iment -
a

public expendit“re programmes had been severely ont

time when
i &0d th,,

In 100king o )
. additiOnal
xpendi ture which might arise; and also to consider y th
e
on to award the contract to a British company might b er
ave

export orders,

g to operate within very tight cash limits,

were havin

ar cases it would be important to identify any

parti cul
public &
a decisi

adverse repercussions on potent1al

b, The aim of the policy was not to feather-bed British indﬂstry &
to stimulate it to improved competitiveness. The United Kingdon i
be no less vigorous than other Governments in supporting its owp industy
within the framework of international agreements. The success of ]
National Coal Board in recent years in working with United Kingdon

suppliers of mining equipment showed what could be done by enlighteny
public purchasing policies. Support should be given to all goods

produced in the United Kingdom and not simply those made here by Unitei

Kingdom owned companies.

c. It was argued that it should not be necessary to set up new
policy.

ocial Security

machinery to monitor progress. in implementing purchasing

Some Departments, such as the Department of Health and S
cedures and 0

had already taken steps to improve their purchasing pro
On the

promote exports, and they should be left to get on with it.
y was being

other hand, it was necessary to ensure that the polic
on the

generally and wholeheartedly followed, and a new committee,
4 in that
lines proposed and operating for a limited period, could help 3%
direction.

2 : endo™
THE PRIME MINISTER, -summing up the discussion, said that the Comltt:;ly

The aim was not 0 : cjent
o e momt RS
chaired 7 y

its previous stand on public purchasing policy.
British" regardless but to stimulate British industry *
and competitive. The Committee agreed that a Sub-Commi
Secretary of State for Industry, should be set up for 2

ensure that the policy was being fully implemented throughot
sector, d tems °

ttee,
Jimited B
¢ the i

She would consider further the membership an
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Sub-Committee' The Committee agreeq that th

this ] 3 € valye ¢,

g be interpreted s Proposed in paragragy 7 op pg,) or6money criterion
136,

Shoul
te.for Industry should consult her on the ¢
erms of g

of St&

Government
sters inviting them to ensure that

The Secretary
Dote on the

ts public purchasing policy, and he shouiq ¢
€0 send thig ¢
0 all

yini
o aware of it.

B | c
1 8 1Iical y
a relevémt offic als were Pecifica 1

de

The Commi ttee -

1. TInvited the Secretary of State for
with the Prime Minister, to circulate a xllgglelstry,
policy to each Minister for distribution with:xx: 11’1“1l

af?er consultation
blic purchasing
s Department,

2, Took note that the Prime Minister

: ) would di i
a Sub-Comﬂ.:tee, under the chairmanship of the ;:::e::: s:;t;ltlg s
;udustry, w:..th the duty of monitoring and co-ordinatin 4 ﬂte‘for
implementation of the Government's public purchasing PglliJZ';gress s




{ENT POLICY
UTER PROCUREY
gy 8

comiittee considered a memorandum by the Secretary of State
The (0

: ] for Industry
(3(60) 134) °n SoApUTAT TrOCUXemenE Ul

o Secretary of State for Industry said that from 1 January 1981 the Government

sould be obliged, by the GATT Code on: publie purchasing and the Eurg

Pean Comunity
pmblic Supplies Directive, to offer for internationa] competitive te

ndering all
il procurement of computers by central Government, where the contract was

yorth more than £90,000. Major areas of the public sector outside central
Government were exempt from these provisions, but they would have the effect
of bringing to an end the present policy of giving preference to
International Computers Limited (ICL). The provisions of these international
yreements were fairly widely drawn, and it should be possible within their
twnstraints to pursue a public purchasing policy in support of computer and
infornation technology equipment manufactured in the United Kingdom. He had
%t out in his memorandum guiding principles and criteria for public sector
tomputer pro({uremenf and he recommendedv that a committee of officials

thould be set, up to review future requirements and their industrial
=lications ang to advise on the appropriate approach to procurement in

e Light °f international agreements and of the demands of Parliamentary
accountabiljty_

dig, : g
Cission the following points were made -

a;

"“"ll
Bri¢y
lntey

Z ' A rnment
As part, of its general public purchasing policy the Gove y

d uge j4 . {litate the success of
S buying of computers to facili g

sh ¢4 : i 5
firms in wor1g markets. This was not however It had to have

ti ;
“Kudlon = 88 proposed in paragraph 5(a) of g(so) 154
to cqst and efficiency.
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b It should not be necessary for any new intel‘departmental

committee to

official

Sma)
now been delegated to the user departments, who ye lep

look at all computer decisions. The decisiong o

purchases had
to decide whethe
Telecommunications Agency.

Te h‘ee

r they should seek advice from the Central Coﬂlput
er gy

C. The aim was to help goods produced in the United Kingdom ang e

solely those produced by United Kingdom owned companies.

d. We should use to the greatest extent the flexibility in the
international codes governing computer procurement. We should not Hoverg

break those codes or operate outside their ambit.

e. Guidelines should be drawn up to give clearer guidance to officials

who would be considering cases under the new policy.

The Prime Minister, summing up the discussion, said that she would consider
the membership and terms of reference of an official committee which would
advise on computer procurement policy and major cases and report as necessary
to the new Ministerial Sub-Committee which would deal with Government procur® ‘
generally (cp Minute 1). This official committee should draft guidelines)
taking account of the recommendations in E(80) 134 and the points made i

the Cé'mnittee's discussion of them.
The Committee -

Took note that the Prime Minister would direct the setting “’:fwnww
and official committee with the duty of advising on cOmPUTE™ £ C, mgert
policy and reporting to the new Ministerial Sub-Committee °%
Procurement policy.

Cabinet 0ffice
1 December 1980
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