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Backgroung

: E(80)7th agreed to use public purchasing vigorously to
Strengthen ang promote the international competitiveness of
rltlsh.industl‘y whilst remaining within our international
ggl%gatlons- The Government's overriding intention is to
invilgve 8 real shift in our present practice. I was
han, °d to take the lead and, in conjunction with the
Stafgellor of the Exchequer and the Central Policy Review
twofo] to report back to the Committee. Action has been
Were id: %0 ensure first that public sector purchasers
Yook ;TPlementing the policy and secondly that companies
** into account in their product development.

%

iy < 2011owin i tlining ways
; g8 E(80 o Ministers ou
A S‘ghlch e)dstir(g Dggggémgn‘ggit:x;ertise could be developed.
he policy for senior Whitehall OfflCla%S was

Follow-up meetins have been held by
Industry officials with key procurem

ent officials
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Departments. The Gov
National EconomlC De |
1comed by both the CB
je to the C

in most purchaslng
was discussed at the
on 2 July. It was Wwe! gd B
and a further report will ?U‘Li £
in 1981. On local authorities, :hopi)gﬁ+i“'
is often split into small and %esi iolj Sti
Secretary of State for the EHVlPOLan$ ¢

a joint approach to the Qhalrmen olwfgo s
Local Authority Associations to explall the
Sipilar work is in hand on the Scottlsh local
and in Northern Ireland separate steps have been

P

for which

%3 Ministers have written to the public bodies
varying

‘ghey are responsible. The responses indicate
level of commitment to the Government's objectlve.

complementary initiative has been taken by the Chai
of the National Coal Board with his colleauges in the

Nationalised Industries Chairmen's Group. This

the preparation of a programue of action to improv
the competitive position of British suppliers with
monitoring and a periodic report back on the succes
measures taken. This is welcome and those of us

for nationalised industries need to be seen to be fu

support. Sir Derek Ezra and Mr Brunton (Thomson O nisation)
are organising a similar initiative in the private sector
involving both manufacturers and retailers.

responsible
11y in

4 The NCB's own achievement is remarkable. Their policy
is to ensure,as far as possible,that supplies are obtained
from UK sources on a competitive basis. Where the UK
product is technically inferior or there is a substantial
price differential and they mske initial purchases from
abroad, they discuss with UK suppliers improvements in
the product and in production facilities. NCB success 1S_
c}emonstrated by exports of British mining equipment of 51@"3
in 1979 (compared with £26m in 1974) and purchases abroad ol
£2ln out of a total expenditure on goods of £900m (2.4 per,
cent).  They intend to build on this achievement by €%
that their standards and specifications take account of
§g§|marketab1114py abroad of the equipment concerned. The
s methods will be taken into account in the furtheT
work which the Government has to do on standards and
igec:.flcatlons and secondly in the Government's respo
ARD Report on R&D in the public sector.

suring

se 8 the

Private Industry

5 _ The Department the

oli i of Industry has taken steps 1tO make v_ e

?:he;cza‘:tdgiy known and this action will conginue. To 48
scussed the policy with over 80 British
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turers and retailers. The o B
mangggc both products and sensiglzagﬁe;%;te? the n
Ourchasing Pro;edures so that public p’lI‘ChaéiitQ to
¥ elop their }nternatlorlal competitiveness Ng can help

0 companies have put forward 50 PI‘Ocoluét Already

of high technglogy. The Departme 55 especially

es and much action is in hand. Iﬁdnt has had
yelcomed this initiative but where they failllSEry have
they must be told. For'small companies gen O perfornm
Department of Industry will publish in Decer erally the
on tendering for government contracts. A uber a guide
initiative involving a number of major reta?implemgntary
the Department of Industry to develop a s si €rs will enable
encouraging them to secure British produc?c’s ematic approach
gqual value to comparable imports. Wh Whl(?h are of
is used to develop a British product tilere public purchasing
Industry is examining whether they sho f Department of
Governments who stipulate exports of tﬁ 8. emplste, prher
condition of their public purchasi € product as a
. . 3 3 ing contr =4
provide the firm with a guarante act and who can
to enable them to start manufacte of a market big enough
competitive price.  These id uring at an internationall
I e s tu g eas are not a bid for iy

wi be considered together with other

for ind g iﬁmpﬁﬂnles to bring forward
for in i : e in s ——
ustrial support which has recentl;r’g::gdaS;ﬂgZéSlon
& :

On the question o e T w t B tist any
& ha 25 a 3 C )

Suggest that th

U € standard sh imi
of research should be to maxi
in the g, %Svglopm{%nt, production and expo?%sghggei:mgum
1 would be : nat standard. Thu i
filFsh Ownegaiéer for firms manufacturing Eérgh;istare
érzdlfy on thoge qgaélf% multinational firms would also
“oduce hepg, goods they produce or are prepared to

of

3

ufther %
A
7 <tion Proposed

To date y
9 WAL i =
ee evidencghé}l the public sector the discussions held
-Zf eIlthusiasmc?-ses followed up show a highly variable
] ange 8iven the tor and commitment to what we are seeking
¢ fop 8 more ngpp radition of equality of treatment for
ongyn TOREY. Wh(')le drawn interpretation of best
27" origap; "Pilst E concluded that the "best value
e pgllcy’ erew?s sufficiently flexible to incorporate
0 -cihat they Wilis a real concern amongst purchasing
nPWli, o8 from” the p open themselves and their Departments
iiotices PUrchagip g ; LAC, OT under the GATT and EEC obligations
resm;. accg 1f they depart from their present
ints, bothpt that we need to steer a way through
real and imagined, of public expenditure,
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‘anufacturers



i i nd lue
international obllgatlonf af;+yiude ok
purchasing decision. But ¥L;:~ucc
crucial factors. 3sk‘com ‘ E~f
th2£ they are following Government

= O Adec na
this initiative andmthat uLLl?%Stg‘
terms before the PAC. Thg V};'tq‘with ‘
close and continuing collaboration With &
value terms it permits accepﬁangc ¢
initial costs in order to pl?m? £ )
term acceptance of additiona- cost) the 5
competitiveness of suppliers through lower COST
ruﬁs and improved value for mon§y7for the purct
also permits the acceptance of higher !
through, for example, the pgrchas?>of elu%
new technology or to a new improved periorm

8 The main recent Parliamentary interest in an individual case
was by the Select Committee on Trade and Industry, which regretteq
the placing of a CAA radar contract with a Dutc Fi d made
constructive criticism on how matters should be dealt with in
future on lines completely acceptable under our own policy.
Department of Industry officials are finalisi etails with the
Civil Service College of a periodic short sem te explain

Government policy and its application to 1n ividual t

Achieving this change in attitude is crucial to the
initiative and we as Ministers need to give the lead from the top
in Departments. ‘

9 Sustained effort is crucial. I have considered
alternative ways to achieve this. There are a number of
existing procedures which tend to be more bureaucratic than
effective. I think we can dispense with those procedures
and look to reliance on individuals to seek solutions rather
than problems. I would propose therefore a small ad hoc
mm}stgrial and official committee which Departments would
be invited to attend periodically to pursue‘ the work now in
train and to monitor progress on the implementation of our
1n1t1a1:1ve. .(The warlike stores purchases of 1MOD would
be excluded since other procedures already cover these.
would ask that each nationalised industry agree to discuss
its progress with the Committee. The position of local
igtgol‘}tles_mll need to await the discussions Ministers will
shou?lx‘glrgg with them. This ad hoc committee, which I sugges?
Pﬁnistere under the chairmanship of a Department of Industry
Sl be’w‘é’OU1d report to E Committee twice a year and
st N und up as soon as we were confident that the
atlve had become fully self-supporting.

Conclusions

10 I invi ?
nvite the Committee to confirm that:-
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each Minister should reinforce wi
Departm{?nt the commlitment to the policy
purchasing agreed at E(80)7th and should
that all relevant officials are specifica
aware of it;

thin his
on public
ensure

11y made

(ii) purchasing departments should i
iyalue for money" criterion as set Outl:n’]aelrpret o
e paragraph

(iii) a temporary, ad hoc, Committ
established under Departmez’lt of Mdigtisogid‘ge _
(paragraph 9 above). alrmanship

Departwent of In
Ashdown House dustry

123 Victoria Street
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