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1 E(SO)’_?th meeting invifgd me to pbursue vigorously our
new public purchasing policy, gmphasmlng the need to emulate
the stmulatlpg support our main competitors give to their
own national 1ndusfr1esAthrc_>ugh public purchasing.
meeting called for a shift in Government policy and a
bpg}?Qen;ng of H}e value for money criterion while remaining
within 1nternaflonal obllgatlons. In the case of computer
gé‘gguremengi_spe(:lal considerations apply.‘ Both the GATT
Direcgrilvpu +1C purchasing and the EC Public Supplies
g =] Vglll oblige us, from | Jangary 1981, to modify
(outllji sgn overtly referential policy towards ICL
5 imLne at Annex A), since they are based on the principle
the iﬁirnatlonal competitive tendering for products with
domest'ventlon Qf constralnlng narrowly any preference for
agreemécfsuppllers._ Thls paper, fherefore,‘seeks colleagues'
Polig 0t to the principles which should guide our future

J on computer purchasing in central Government.

GENERAL, APPROACH

3 A0

cOmggflClals have been examining the options for this new

Tefleégr Procurement policy and have agreed that it should
the following main considerations:

a

iternati onal competition on computers will remain
fierce and Governments are expected to continue to
Use public procurement to give a competitive edge
> Dational companies. We should be no less ready
han other governments to adopt a robust approach
© interpreting and applying the new Codes;

*ile mOst effective form of procurement support is
a'ngOUSh pProviding industry with experience of new
(p d?manding applications of wide market
asorticularly export) potential sometimes in
progeiation with other support policies (e.g for
oduct development or implementation of standards;
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OUTLINE OF SPECIFIC POLICY

% In the light of these considerations

reviewed the practical steps which might b

the competitiveness of the UK computer in

enlightened procurement support 8 the

will apply from 1 January 1981. A key

of the international procurement codes.

all civil procurement of computers by central

be subject to the Code and Directive (and should theref

be undertaken by international competitive tendering) unl
the value of the contract is less than £90,000 or certall
limited special provisions apply. There are, however, .
major areas of the public sector outside central Governmel
which are exempt from these provisions and within centrat
Government itself procurement by the Ministry of Defence .
operational and weapons systems will stand outside i
and Directive. g 4

poth L0

léhrlt is therefore possible to divide procurements into

€e main categories. The first is where the tenderité

procedures laid down in the FC and GATT Codes D&vl ko

nugbzt;x‘erited. In these cases - probably the majoritys b

Pl‘imariln central Government - UK industry would Tel_fliem ntss

perhaps J on early intelligence of forthcoming PTO%Y™ nto
P supplemented by supported R&D, to gef lfsel; 1l

the best 143 :om
osi (g < eigl
competitog-s °Et°n to win in open tender. Where for 5 ey

often have to 3
X o . AW
1s where therel‘pprwe their own competitive

1S a clear exemption from the

termsSe.
BC and
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and where there is scope for 1
e invited t%htender, in order
jndustry. The third - and mos e :
ogemc{ircumstances could lead fowargstogéifirc#n - 1s where
tendering but where the significance of the rzrngtlonal
to UK industryﬁmay make it desirable to sfretcgu?rement
tation of the Codes to the limit to justify tn R
limited or even single tendering. e more

imiting the suppliers

rules
to maximi
Xlmlse the chances

who ar

At Annex C is a summary of the i

{¢ficials on the treatment of publggn:igiégnio;eaihed A
rocurement in these three categories. More woplli 3

e done on someAOf the details of the new policr geeds 4
invite the Committee to agree six specific recogzﬁe gt i
which will underpin both the further planning wo ‘p s
subsequent operation of the new policy: 8 71 Stibwars

a an overriding intention that Government
i i B > sh
its pbuying to facilitate British firms' 2ugzid 34
world markets; Ss 1n

the_espablishment of a central machinery for
Teviewing ft_lture requirements, examining their
industrial implications and advising on the
appropriate procurement approach, in the light
of both the international agreements and the
demands of Parliamentary accountability.
(Paragraphs 2 - 4 of Annex C).

encouragement of positive discrimination in favour
of UK-owned companies, in the initial discussions
on future requirements which take place directly
between public sector users and potential suppliers
(paragraph 6 of Annex C)

ghi development of a palicy for computer procurement
11} side the ambit of the international Codes which
imits tenders, as far as possible, to equipment
manufactured in the UK (paragraph 7 of Annex C)

continued use of single tender in certain circumstances

ce-%‘_because of software compatibility) which are

sg?SlStent with the international Codes and have

8 itable safeguards against PAC criticism (paragraph
of Annex C)

}‘;ilile%,ﬂdustrial considerations are of particularly
a\g,\lmm‘ance The use of deliberate measures, in
immlnorlty of cases, to give UK industry a greatly
Otl};rovgd chance of securing an order which would

erwise be awarded by open international tender
Paragraph 9 of Annex C)

/6 <.
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uter procuremenf policys when o
CTatiy,
Nce °©

t comput : satis P
6 I con r tha will provide a satisfactory bals

e \d the stimulus of
within t gupport an : Competi s
b ‘ tTy Ifc‘ should also ensure that both Usgizl'tlor
for UK indus 'atnc'l the effective use Qf'pUth‘eX‘pendimre
requirenents ight in ipdividual decisions, without the reare
iven full welé back to Ministers. I recognisge A':d

eference 181 )
for ffequenttiejmporfance to computer using Lepar*&entsdw
pirtlgiliif‘angements and their concern that these should n.
the n i r

t on the efficiency of their -4 1ot
have an adverage;mgzgarimenfs will be fully im’Oleng;‘,fer
operatlogf-of Industry officials in the further work to 4
Eﬁgaﬁgepolm off the ground. These 'Departmems can play
a very positive role in the new POlle}w for example by not
drawing their specifications narrowly, but in a way that
will help UK industry reach a wider mgrke‘r with more
competitive products. It can be ment;oned here that Similap
policies should also prove ef_fectlvc_e in related areas of
information technology, especially in the procurement of
advanced office equipment - the central reviewing and
advisory machinery for computer procurement should idedly
be capable of dealing with a wider range of equipment and
requirements, to allow for the convergence of technology.

7 Finally, I should stress to colleagues that public
purchasing objectives in this field will depend for their
success on a positive will in all the parties concerned to
work together constructively to make the new arrangements
succeed. The opportunities to help UK domestic industry
will be much more limited than before and require careful
identification.

NEXT STEPS

8 Officials will complete the work necessary by the ens
of tl}ls year to clarify the remaining points of detal, %0
set in place the central reviewing machinery and to drav
up 1nitial policy guidance to purchasing bodies.

9 In parallel, th i ideri : R
3y ey will be considering the kind of pu

igzgement that should be made about the new policy. We

0ot go out of our way to explain the detail of it

;‘;f:‘;znggmggtiﬁors, but we should, at least, make exp?wi;
and our intentignegglng of the existing preference f0 Furthe’

er observe the GATT and EC rules:

limiiaﬁignbe fanced for a statement at some stage abOUtubWV

to the GATT ondcompetltive tendering in the areas DO 5o

industria) ang EC provisions, given the considerable
and Parliamentary interest in the field:
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10 Colleagues are invited to:

a approve the

)

agree that the six specific

paragraph 5
procurement

instruct officials to com
year the outstanding wor

10 of Annex

endorse the

in paragraph 3 of Annex C.

guiding principles set out in Paragraph

recommendations in
future computer
i Government;

should underpin
policy in centra

kplete by the end of this
Summarised in paragraph

C-
=y

approach to the public sector generally

Department of Tndu stry

November 1980
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STATH/IENEC}:E;% MINISTER OF STATE, CIVIL SERVICE DEPARTMENT
o7 JULY

(Ex-traCted from Hansard Written Answers Cols 227-228)

COMPUTERS

ked the Minister for th Civi i
§r Joseph Dean as C € U1vil Service whether
he will make a statement about the internal review of Government
policy for the procurement of computers for Government use.

Mr Charles R Morris: The arrangements under which computers
are currently purchased for central Government use were
reported to this House on 2nd March 1971 [ Vol 812, col 419 7
as follows: =

(1) to acquire large computers - those more powerful than
Atlas - and computers leading into them by single tender action
from ICL, subject to satisfactory price, performance and
delivery date, save in exceptional circumstances where the
penalties of transferring from another manufacturer would be
too great;

(2) to acquire other computers by single tender action where
there are reasons for seeking compatibility or flexibility,
subject to the same proviso about price, performance and
delivery;

(3) in a11 other cases, including those in which the appropriate
Ianufacturers are unable to meet the conditions specified in ("I)
and (2), to seek competitive tenders, including so far as possible
at least one offering a system manufactured in the United

Kingdom ang to award the contract strictly on the merits of the
evaluation.,

The Government have decided to continue for the time being
subStt'intially the same arrangements for purchasing computers for
al Government. Subject to the important g§0v1igst§:‘c
7, computers in the power range corresponding
;ESL 19048, 2960,p29’70, 2976 ang 2980 machines will in future be
argglllmd by single tender action from ICL. As before, these
compugots do not commit the Govermment to purchasing a large
eff?cl?el‘ Within this power range where it would be more
a2t to meet arpastindies requirement by a system made up
maller machines,

Iﬂ Te 1
aching tpj ia t have taken note of a
e 18 this decision, the Governmen
Ecoggt.dlrective on publi(; supplies issued by the European
Procypes. Commission which provides for the exemption of

u : ;
Wti) PReNt of ADP equipment from the scope of the directive

. te
W any oo _®8d of 1980. = The Government are ready to co-opera
frog Z ¢0-ordinateq European approach to public procurement

h
® European computer industry.
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Jq CODE/EEC DIRECTIVE - EXRMPTIONS AND EXCLUSIONs
o

JUSTON OF SERVICE CONTRACTS AND LEASING
cts where at least 50% of the value relates to

ed from both the EEC Directive and the GATT COdservmes .

€.

(ontrad
exclud

me GATT Code applies only to outright purchases ang thus

;;mludes leasing arrangezpents‘. The USA may press for leasing to
we included. ~ The EEC Plrectlve covers all "contracts fop
secuniary consideration”.

gRPTION FROM OPEN TENDER
Tis is permitted under both the GATT Code ang EEC Directive:-
a when competitive tender has been tried unsuccessfully;

b when, unavoidably, time does not permit competitive
tendering;

where, for reasons of compatibility with existing
equipment, orders for replacement parts or extensions
to existing installations have to be placed with the
original supplier;

for products which for patent or copyright reasons are
obtainable only from a single source;

for the purchase of a prototype or first product in
the course of a contract for research, experiment,
Study or original development;

4 z
0 nationa] security grounds.

"W OF conrgpay

Soth + . ; o

ke he.GATT Cod : tive set similar financial limits

oo ngch they goaﬁgt%gpf;fec In the case of the Dlrectégg it
lat 00 Wits of account and for the GATT Code SDR 150, -

attep re tly equates
Te ount and currently eq
e sgo’ogo.sents the lesser am

8
SPECIFICALLY EXCLUDED

ceq | i i y be
Lseq %}Sl Some variation in the coverage which ma
RUSI S
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Government
defence
purchases

Tocal
Government

Nationalised
Industries

Universities
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EEC DIRECTIVE

nyarlike stores"” excluded.
A1l other computers -

administz_‘ative, "
scientific and R and D

included subject to
;ggurity‘consmeratlons.
A1l included.

A11 excluded.

A11 excluded.

SONFIDENTIAL

GATT CODE

ALl computers
excluded.

All excluded.

A1l excluded, except
for postal business
of Post Office.

Only UGC purchases
included.
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JTURE PROCUREIMENT POLICY FOR COMPUTERS
¥

cONCLUSIONS OF INTERDEPARTMENTAL DISCUSSIONS BY OFFICIALS

raph 4 of the memorandgm by the Secreta of
?:gﬁitrg refers to three main categories of gocurggzzgsfgﬁter
Ll 1981 - first, those under the tendering rules of th
m;%ﬁ?é‘and GATT Code; second, those where these clearf
do not applys _and third, those which would normally fall ¥
yithin the ambit of the 1nternat]_.onal Trules but where special
action is taken, for reasons of industrial policy, to bring
about some exemption which ensures that the requirement is met
from UK industry. Procurement under other international
agreements (eg NATO) is excluded from these observations.

2 Common to all three categories would be the need to
supplement the close and direct consultation between users and
suppliers, which lies at the heart of the general policy we
have adopted, with a central machinery for reviewing the
forward requirements of Departments and other public sector
bodies. Fomallslng the review of future requirements would
serve two main objectives. First, the identification of key
fechnical trends, for subsequent discussion with industry, would
glve a bgtter match between what customers will require and what
K suppliers can offer. Second, where appropriate, the
ggoguremenfs approach to requirements in the public sector should
i greed in advange? taking account of the various exception
exclusion provisions in the GATT and EEC arrangements.

zf thggflclals main.recommendation is therefore the establishment
extra deCentral reviewing machinery. This should not make
in centrminds on Departmental resources since the main change
With thead-GOVeI‘r}ment would be in associatingthe Department of Industry
Dlace pet 1Scussion of those requirements which already takes
Telecopy ween Departments and the CSD's Central Computer and
mph£at§§1°atlons Agency (CCTA) and seeing that their
ord Ppg Sa8-on industry are given due consideration.  The
Uinj g Ergldent's letter of 2% September to Departmental
SOngu] tg Neaded "yge of Computers" envisages review and
ProcypemciOf Procedures which would fit well into the
b ent context too. It would be necessary, over a longer
9 builq up a similar approach to reviewing the
nt. 205 of public sector customers outside central

oé ilotably the nationalised industries, gnlversﬂues
v beiz authorities, whose purchasing practices are

of € considered by sponsoring Depar'tm}ents in the
OUr overall policy. Although it is envisaged that

e
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- - 5 1 g role in co-
£ . 1 + L
artment ol . ht be priate to provige
the'De$-1 this y it mig % - o Provide
ordinating th1S Officis Committee considel
ot alsi_to S;;LIn formation Technology.
€ olicy I nioriic
general P
to be done l v .’UT'ZHDC
= iled i this cent 1t it is the
a pe : is %
ailed ope ce 1t is th
the de?n%ention tha et ions ot
e 1 nt operations of user OTganl®at.L: o th it
Lo el v ) establishing guidance on the procureme
e concentrilge C'?icc *or;"sb of requirements or types of e
< Sy 1 i 1mh e XHVD g 1T
approach to bI'Oéi tgrmi;inw policy in a large number of individua)
ol te 1 Co*zcr‘%mént, in particular, an important part
> a sOVETL n L : 1
S e C??lr::: in helping to provide guidance on the balange
g R w'l_t\'eva(én i’ld'1s%r al policy considerations and the
T e o5 i amenta accountability and of the inter-
requirements ol Parliamentary accoun 3

national agreements.

More work

endorsed by the Committee

. = ay nach i
ceneral approach is < A RN P
5. If this gene k both in their further

officials feel that it would be helpf
i ing w g in the
iled planning work and in 2 udon Of,
gzxf'apolig to have Ministerial endorsement also fc%_ certain
- P = ra e
specific r’ecommendations which have emerged from the infer
departmental discussions.

pproach to tenderin

. The first, which would apply whatever apr C S N
?s finally used, is that all Departments and public rﬁméicogggr
concerned with the procurement of computers, fSPCCl;'— :j?vv_owr 5
customers, should exercise positive dlsc:‘}m}nqt}gn in ia done 0

ies in the contfacts they build up with industry

UK-owned companies in the contpact y t4acts woull
Wwhen discussing their future requirements. These conty in wEil
enable users to design systems and draw up SPOCIflcatlfi?rsl read;
which ensure that the resulting systems and produt}ts‘ gal psit
acceptance in overseas markets. M}Jsers shoul@ avoid unnec
or expensive features which have aa attraction overseas. .

! Positive discrimination would recognise.that UI.’—o'.'.mcdt(c).Oggblic
ean usually apply a much greater economic mult1plmezt S
sector contracts than can the multlnatlongls a_md tha ée dors
majority of cases the eventual tendering is likely tossible L7t
on an open basis. While it wou‘lq obviously be impoO odente o
indeed wrong - to refuse information on future requI’briefings
other companies, the timing and completeness of such Syen to
could readily differ, in appropriate cases, from thosefg OCUTE”
the main UK-owned companies. In the first category © ?or UK
ments identified earlier this would be the main defence of the
industrial interests, since it would establish the Di}sisneed to
operational requirement. Considerable discretion Wll,t yonld al
be exercised in operating positive discrimination, a8 1 ompetito”
be very difficult to defend internationally if foreign C&™
could establish that it was = systematic practice.

CONFIDENTIAL
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equg - We should take special action to ensure
Wﬂ from a UK - and probably a UK—owned —
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i t the policy devel
second 1S tha L J ored for central
Toet (and recommended to other parts of the puplis sector)
computer procurement outside the ambit of the GATP ag;

_ the second category referred to in para h 1
g0 (ljgdgj pased on limiting tenders, wherever pgssi%iﬁzp“to
Shol}pment manufactured in the UK, insofar as this can ‘t;e sustained
We general frameworlg of the Treaty of Rome. Thi .
g I:oach is likely to be of particular relevance to contracts S
arp the £90,000 limit or where considerations of nati

= C ; : onal
Sziurity override the normal international tendering rules.

1t would require lists to be drawn up of approved tenderers for
proad categories of equipment, to be updated at regular
intervals and, probably, commended to other parts of the public
sector. Initially, at least, it might well be necessary in
pany instances of llmlted open tender to include suppliers not
panufacturing here, in order to take account of the customer's
past investments in software etc, but it would also be possible
to apply time-limits to such special inclusions in order to
encourage more inward investment by the multinationals in
appropriate cases. Normal competition appraisal procedures
would apply once the list of tenderers was established. The
practigal and legal (ie Treaties of Rome) aspects of this
tendering approach require further study, including the criteria
needed for entry of firms onto the approved list. In drawing
U the latter, such factors as the amount of contribution to UK

employment and/or exports would of course be important
considerations.

Ehe The third is that there should continue to be some use of
PAC :ilﬂﬁﬂmer approach, with suitable safeguards to meet
withocguftln% where we consider it can be justifiably employed.
Hbkor infringement of the GATT and EEC rules; and that public
for thipurchasers should pay particular attention to the scope
systen S approach when extending or replacing existing ICL
Si . Software compatibility provides a powerful practical
ere seeLn tavour of single tender in such circumstances and
of conty mS little doubt that it will provide a popular defence
Using thgued bPreferential public procurement in other countries,
Precige exemption provisions of the Codes. However, the
espeCiallai)’,lt should be employed in the UK in future - y
once the Y In central Government - will need further examination

Principle ig endorsed.
) @y

pr°°ure\f%w is that industrial importance of a
in o, CeMEnt T ) where the industril S tiried
thepiragraph ,SI Particularly high - the third category 1d Yot

4rgumen;

w -
ioul haveThls action might take a number Of Torms,though all

¥ to ¢ ; t the simplest
1ght 4 ake acco interest too. A ;
¢ iavo Ve some azgzdggngsgi" a draft operational requirement
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criteria, but clearl;
or EEC rules should be
case of the importance I !
quite inappropriate to 1 }‘ntornat‘lg,‘
marginal industrial gain. Likewise the
Parliamentary accountability and Government
would have to guide the decisions reached on
procurements in this category, as ‘t' otl
contracts placed b} Departments. A1l

for careful and objective resolve by the central
machinery and decisions would be made well befor
competition took place. In a minority of cases whe
industrial policy issues arise, Ministers may need
involved. In these cases, officials would attern
the particular benefits of the procurement to 1
considered against defined risk which procurer
industry would bring.

FURTHER WORK

10 Offigials will therefore need to undertake the following 1
more detailed work by the end of this year to underpin Ministeria:
endorsement of the above recommendations:-

3! the discussion arrangements between users and suppliers,
an)for central monitoring by CCTA and Dol (paragraphs
-9)5

the practical and legal aspects of limited tendering 3
including the criteria for entry of firms to an approvee
list (paragraph 7);

t.he gi?cumstancgs in which single tender exemptions colliS
Justifiably be invoked (paragraph 8);

th : X : 0B
womellgx’gintnto which the national security com:lceratlo“
procedur used to support more limited tendering

es, and the identification of criteria relev®

an

in those S - : Al
cases where specific Ministerial direction wa

required (paragraph 9).
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