and to

the end

sub-standard tax system for some years

Fference between the revised scheme

[

di

arllqa he » 1 e +hat 3+ e nrobably within TCLL!'e

technical competence, which tlie original one was not. The Lord

President‘s paper will also consider whether it will be possible to
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void the /GATT 1o S 1 i
R — avoil he ATT pitfalls through a single tender arrangement for
the revised scheme by the end of this year, while still protecting
the Goverr € i g i T an open ied itic
€ o ] L an open-ended commitment to the company
P The Revised
Z \ mair f conc 193
3 The main €a ol concern over ICL's ability to meet
N the al requirement in full related to the company's capacity
to process rk of the through the local office
E rovide an inter-regional
machine to machine communication.
L cut out and left for
F

en ICL had proved its
eal with the main worries about

istinct from worries about

: it The revised pla lits the project into two distinct
| Phases. Under Phase 1, the various computer configurations would
—
I g each deal with a small number of tax offices - say 12-15 - and would

| stand alone, even if of them were housed in the same building.

| ';Z, The work of PAYE (coding, assessing, repayments) would be introduced
gradually. involves the establishment of a Naticnal
e Tracing Centre or communications point to which each computer
. centre would be connected through a simple "off-line" link not
involving direct communication between the computers. (The original
P

( ‘ proposals did not call for a national index, but with no inter-

twork, a tracing mechanism of this kind will be essential.)

Phase 2 would provide the full communications network.

Viability of the revised approach

5 The new approach would give more confidence that ICL could
handle the workload satisfactorily, although the company's proposals
look expensive compared with those of its competitors, as the

Lord President's paper will make clear. Leaving cost to one side,
however, under the revised approach most of the PAYE functions would
be left intact (together with the bulk of staff savings estimated to

accrue from automating them. We estimate gross staff savings of
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o some 7,500 should accrue from this first phase, compared with 8,400
under the original proposals.) In present circumstances, the loss
. of potential staff savings of nearly 1,000 cannot lightly be brushed
aside. But in addition to this, the operation of the PAYE system
e would be a more cumbersome affair with more need for manual inter-
vention under the revised system than that originally proposed.
-
[ 6. Assuming single tender to ICL, we estimate that the total cost
- of the first phase of the revised project at 1980 prices, between
| now and the if we can complete by then, would be of
E the order of 180
ud &m
- Har and software computers,
— termina ) other equipment,
\—1r maintenance and software hire charges 97
"’F?‘ Accommodation and associated costs 5
| i Staff, including external support 45
e
. TT' Over the same period, we can expect savings of some £mil (excluding
I accommodation savings). Once Phase 1 is fully implemented, the
‘,_." annual savings would reach &m46 (at 1980 staff costs). I conclude
f that the project remains viable and worth pursuing under the revised
" approach.
[
Eggﬁzé%isati:n
L4

/3 The pros and cons of moving from 12 computer centres to a

larger number-o
S

Possible to reduce the complexity of the process by cutting out the

f alto

sltes have been carefully considered. It has been

requirement for one computer to talk directly to another but merely

iﬁcreasing the number of sites does not of itself reduce technical

Complexity. There would in theory be some marginal gain in reduced

Vulnerability, but this is more apparent than real. Firstly, the
Proposed 12 computer centres would not involve large concentrations

T °f staff: each centre would have no more than 60 staff operating
two shifts. Secondly, the PAYE process is not the real risk in

term
eadt.

S of disruption: the vulnerable point of the tax system is the

_3—
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collection process, is already computerised in two national
centres. And thirdly, to increase the number of sites from 12 to
e th 20 would add some Ja o .
no more than ¢ would add some cost, as well as adding
signi antly to the time required securing sites and buildings.
I conclude that increasing the number of sites is neither necessary
s
' nor cost-effective.
— &
' Conclu
Q There are still imoo sy 3 .
8. h are still impo reservations about a commitment to
- 3 t 1€ i i i
’ ICL under e tender. The Lord President's paper will deal
with contre arrang and comparative costs while my letter
- of 28 October to the Secr

Employment sets out

the concern I still feel over the potential difficulty and delay

- in implementi he project in conjunction with ICL. Those
l"\ potential di 1tie re’ ] rtant ones and, in the light of
K__, the company's track record so far, seem more likely than not to

. materialise. Once we have announced the intention of proceeding
by single tender, our control over the company in relation to
price and performance must become weaker, whatever safeguards we
try to build in by way of demonstrations or monitoring arrangements
S or options. I do not say that on the downgraded basis now proposed
- ICL will not be able to meet the requirement after a fashion. But
the system they will provide will clearly be technically inferior to
£

what could be obtained on open tender and will cost a great deal

more. Speaking in my departmental capacity, I could not recommend
T that we should go ahead on such a basis. If therefore a decision
-

is taken to go to ICL on single tender, it will need to be defended
on the broader grounds of industrial policy.
| .

H.M. Treasury

31 October 1980
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