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1. INTRODUCTION 

The objective of this brief paper is to describe how an information 

technology (IT) company successfully managed a series of major market 

disruptions and challenges in the UK local government sector between 

1981 and 1993. In so doing, the company - International Computers 

Limited (ICL) - changed fundamentally the way in which computers were 

sold and financed in this sector and through this process built defendable 

competitive advantage and achieved significant profitable growth in 

market share. 

2. BACKGROUND 

a) The IT market at the time 

The pervasive computing technology of the day was the proprietary 

mainframe surrounded by dumb terminals. While mini computers 

had been introduced, these too were proprietary. The micro 

(Personal Computer) was in its infancy and the open standards 

movement was not yet functioning. There were few independent 

software vendors and the market in general relied on the hardware 

vendors to provide cross industry (vanilla) applications.  

The dominant player worldwide and in the UK was IBM and, in the 

UK, their biggest competitor was the indigenous supplier (ICL).  

ICL had been formed by a government facilitated merger of 

International Computers and Tabulators and English Electric Leo 

Marconi. To help the merger succeed all government computer 

contracts were usually single tendered to ICL. While ICL had a large 

market share in local government, that sector together with 

nationalised industries were not mandated to buy British and as a 

result the American suppliers found a great deal of solace (and 

business) in these areas. 

Computers were generally sold on outright sale terms though some 

organisations paid a premium to hire or rent them. The classic 

computer sales person would convince their customers to embark 

on ambitious development plans that would generate the need for 

more computer power. Sales cycles were typically 2 – 5 years as 5 

years was the write-down period for mainframes. It was worth the 
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wait as computers cost millions of pounds and yielded obscene 

levels of gross profit.  

b) The cause of the disruptions 

Everyone knows that Local Government has been under constant 

financial and political pressure for many years from all varieties of 

government; Conservatives, Labour and, more recently, the 

Coalition had all heaped rafts of legislation and financial controls on 

the sector. It is to Local Government’s credit that it has been 

creative, flexible and adaptable to have managed though this 

turbulent period. 

However, the onslaught really began in the early eighties when the 

government of the day introduced capital controls and compulsory 

competitive tendering for Direct Labour Organisations. These were 

the first steps taken to control spending in the sector and we will 

pick the story up from that point in the next section. 

3. THE DISRUPTIONS AND RESPONSES 

In this section we will consider many of the disruptions and describe how 

ICL helped its customers through them and created much mutual benefit. 

They were pro-active partners in the management of legislation-based 

change. 

 Capital Controls 

As its first attempt to reduce local government spending, in 1981 Her 

Majesty’s Government (HMG) introduced controls to limit capital 

spending. This meant that items purchased outright would be rationed 

and only necessary purchases would be allowed. Computers are not 

always deemed to be necessary; ICL could see that its lucrative 

revenue streams in its second biggest market could be reduced and 

buying cycles extended, often to the detriment of the customer. 

HMG introduced further controls for implementation in 1987 which 

outlawed finance leases. Local Government had worked out that if you 

could not buy necessities outright the alternative was to lease them. 

Under a finance lease no capital was involved but the title to the goods 

lay with the local authority. What this meant was that the capital 

controls were not “fit for purpose“. Hence the government’s latest 

move. However, this time ICL was ready. 
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 The Response 

There was not a corporate response; rather it was very much a sales 

led response. ICL’s sales people were extremely entrepreneurial and 

they took the decision to go to their customers and convince them to 

bring forward their next purchase before the capital controls bit. Their 

arguments were that the customers’ development plans would be 

suffocated because of lack of computing power and that users would 

see a gradual decline in service as demand/volumes grew. In political 

terms computers would always come second to the councillors and 

their constituents. This approach was universally successful and in 

1981 ICL had boom year in local government. 

In 1982, the next approach ICL took was to introduce a financial tool 

which was based upon a finance lease which was done in partnership 

with a boutique leasing company. This meant that the capital controls 

could be circumvented and business could return to normal. At just 

about the same ICL took the decision to start to produce applications 

software in conjunction with its customers, specifically for local 

government. This would accelerate the satisfaction of customer needs, 

hence the need for more computer power. This was to be the most 

important decision in this period and will be covered later. 

Returning to the finance issue, ICL employed ex-local government 

managers as business consultants; in 1986/7 through their networks 

they heard about the potential banning of finance leases. ICL together 

with the same leasing company devised an operating lease based 

finance product called Exchange Hire. This product allowed local 

authorities to “hire” new computers, software and even professional 

services. Title to the goods was with a funding bank and as such any 

acquisitions were outside the proposed legislation. More importantly 

though it allowed the customer to upgrade or replace their equipment 

after a given period. The nearest current day equivalent is personal or 

business contract hire for cars.  

However, just in case the government twigged this, ICL’s sales people 

went out and upgraded their customers’ IT estates using Exchange 

Hire. The customers knew that if the government was to introduce 

legislation that required additional computer power they had a tool 

that could help them satisfy their needs. 

1987 was another good year for ICL and its customers.  
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 Abolition of the Metropolitan County Councils 

The Local Government Act of 1985 announced the abolition of the six 

Metropolitan County Councils and the Greater London Council. The act 

was executed in 1986. The work undertaken by these authorities was 

distributed to the constituent metropolitan district councils and the 

London boroughs. ICL had an interest in three of the Met. Counties as 

they were commonly known. 

 The Response 

ICL’s sales teams set about these risks or opportunities as they saw 

them with their normal enthusiasm and entrepreneurial spirit. Working 

closely with their customers who were to take over the work of the 

counties, they helped them build transition and investment plans and 

successfully executed them. 

 The Planning and Land Act 

This ground breaking piece of legislation introduced compulsory 

competitive tendering to local government for the first time, and 

heralded privatisation and the on-set of outsourcing. Aimed initially at 

the Direct Labour Organisations (DLO) in local authorities that carried 

out housing and building repairs, the aim was to cut expenditure and 

ideologically to reduce local authorities’ control. The initial requirement 

that this piece of legislation generated was for a job management and 

costing system, which few local authorities had at the time. 

 The Response 

At the time ICL had two ranges of mainframes which were not 

compatible. They had an application for the repairs aspect of the job 

on the older equipment and embryonic plans for one on the new range 

but did not have a costing system. Like all manufacturers they had an 

objective of moving their customers to the latest technology. At the 

time a customer in the North East urgently wanted a repairs system to 

run on their latest technology mainframe. This particular customer had 

worked closely with ICL on another project. Their sales person came 

up with the idea that if the customer converted the old technology 

system to the latest technology, something which the customer was 

really good at, they would be satisfied and ICL had the core of their 
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DLO application. A classic Win: Win. ICL duly rolled out their product 

on the latest range technology and not only helped their customers 

with the legislation but started the process of moving them to the 

latest technology. 

 Legislation after legislation after……… 

Over what was a very short period of time the government introduced 

much legislation with very short implementation time scales. These 

included changes to Housing Benefits (twice), the Community Charge, 

changes to Business Rates, and then Council Tax. All these demanded 

new software and the resources required to write it, resources which 

were not always readily available. This was an extremely demanding 

time for local authority IT departments. 

 The Response 

ICL’s experience in developing software through collaboration with 

local authorities allowed it to build expertise and domain knowledge. It 

was able to recruit experienced programmers and local government 

practitioners to help its customers meet the demanding timescales and 

application requirements that central government imposed. All the 

applications listed above were delivered on time, together with many 

computer upgrades made easy through ICL’s financing package. This 

facilitated several years of very strong financial growth, an increase in 

market share from 40 to 50% and many new customers.   

4. LESSONS LEARNT 

In a disrupted market suppliers need to have qualities that distinguish 

them from their competitors. These qualities include those listed below 

and are evidenced by this case study. 

Quality Demonstration 

Entrepreneurialism and 

empowerment 

The ICL salesforce were empowered within limits 

and always supported when doing the right thing 

for their customers. They were exceptional at 

spotting and exploiting opportunities as can be 

seen above. 

Innovation ICL’s Exchange Hire (EHS) financing product was 

years ahead of anything else its competitors had. 
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Their market and customer knowledge facilitated 

the development of new products and services to 

support their move towards application software. 

Team working The ICL sales teams were highly competitive but 

in a constructive way. Long before the advent of 

email best sales practice was communicated and 

implemented and improved. The whole business 

division moved as one when tackling difficult 

issues and time scales. 

External/Market Focus This was at the heart of ICL’s success in local 

government. Many ICL people knew more about 

specific local government issues than their 

customers. A direct result of recruiting and 

developing expertise from within the sector. 

Partnerships ICL built a strong relationship with Parc Financing 

and Kleinwort Benson to develop EHS, and 

partnered successfully with its customers in the 

development of software to meet both legislative 

and day to day business requirements. An 

example of true added value – combining 

knowledge and expertise of two organisations to 

introduce a revolutionary product and service. 

Sounding Boards Local authorities’ staff would often seek out ICL’s 

views on subjects you would not associate with a 

computer manufacturer. For example providing 

advice on whether a borough council should apply 

for Unitary status; or how London Borough 

Education officers should position themselves 

before schools were taken out of local authority 

control. 

Thought Leadership ICL’s market position, track record and knowledge 

ensured that it was often quoted in the local 

government and national press, particularly when 

legislative change was imminent.  

Learning by doing The ability to learn and execute faster than your 

competitors gives sustainable competitive 
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advantage. ICL spent the best part of thirteen 

years of market disruption learning by doing. 

Recruitment and 

Development  

ICL’s policy of recruiting local government staff 

was key to improving its market position and 

managing the market disruption. 
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Koru is a small consulting business focused on managing customer led 
change. It specialises in sales transformation in the private sector and on 
business transformation in both the private and public sectors. Its three 

principal consultants are extremely experienced in these disciplines having 
had over 130 years of sales, sales management and general management 

experience. They all held very senior positions in ICL’s Local Government 
division throughout this sustained period of market disruption. 
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