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60 ?AUTQMATIé]?DATA?«PRQCESSING BQUIPMENT

BUREAU OF THE BUDGET CIR

, : CULAR NO. A-54
 After studying the ‘yarious factors affecting lease-purchase* decisions, the =
Bureau of thef'Bud\get“issued Circular No. A-B4, in October 1961, prescribing -
policies to be observed by Federal agencies in acquiring ADP equipment.. CThis

' i that agencies use a 6-year factor in a certaining ;Whi¢h meth
; ’eXpenditures; In othe words, if ren
se andv;related’maintena‘nce costs,

charges OV -3 erio
“the decision to -purchase Sh( :
nurt:hasedmunder this policy- ‘However, |
upon the user’s having a continued need: ; . th
_ the 6-year period. If a user ‘anticipates changes in data processing requi
~ which might necessitate equipment changes prior torthe;expifation of th

. tization peried,fhene‘ed;not purchase.. e s Ay e

. ‘As indicated by the gtatistics on computers: in-use ‘or planned (see p. 7), the
_ Bureau's circular has apparently had little effect 8O far on lease-purchase deci- -

gions by individualagencies.‘ : :
UsED IN DETERMINING +HE USEFULNESS oF DATA PRO

. : - JIQUIPMENT TO T;{E'Govmnxmwm RS e ’
 With more than 1,000 systems now in use (exclusive of certain ‘military tac-
“ tical, inte»lli}gence,,;and surveillance systems), the Federal Government is the
~world’s larges ¢ equipment.  For ‘the most part, |
the equipment is general purpose in nature; that ig, it can be used to perform

of tasks once: programed to do 8

_numerous different kinds : o.  Because of the
wide variety of Government*,equipment,needs, most equipment
‘that, if purchased and no ‘longer ,'neededk

LIMITED PEBSPEGTIVE‘ éi;ssmé .
t user of electronic data processin
: 3 installed can be

considered to be useful to the extent tha |
‘it can p’eplacedfin use for ‘other purposes in

- for jtS”“ol‘i‘g’i_nally intended purpose;
other a'ctivities.‘-‘ e

1 scientific and defense operations
, a In making legse versus pur-
chase determinations, ch Federal agency , various factors
“ involved from its own standpoint, and i much to do with
“the fact that 86 percent of the systems ‘ If,hoWe’yer,»th'e <
_usefulness of equipment is considered from ‘of advantage to the
Government as a whole, including considera -use 1 equent or less
- demanding tasks as well as for the prim r origi in ‘ poses, the
economic advantage of purchasing become » evident, Hacd is vi int
peen-used in making lease versus purchase decision
procedure had existed for transferring equipment
fears of a loss of flexibility through"purchasing, ‘which has to some extent
influenced: individual agency decisions to lease, should have been overcome, '
I critical national needs, it is neces- .
sary to use the latest m " of i»’However,-most,ED ‘equipment '
is general:purp ' d it could fulfill data processing. ‘in less
demanding areas for of years after it has outlived its usefulness for
“the original task. e : R T

licatio ¢ range from cri

within the Government, the

: TECHNOLOGICAL OBSOLESCENCE -
: Development of new equipment has ‘been o rapid that much electronic equip-
ment :is technologically surpassed by more advanced models by the time it is-
jnstalled. However, a 20 ic 1t of view, considering overall Gov-
ernment needs, most ‘equipment can be considered as ‘having 4 useful life of
at least b years. The physical life of such ‘equipment may extend well beyond
a b-year period after which maintenance and upkeep charzes -become the main
t can be pro- -

cost factors to be considered. If the originally installed equipmen
ily used at a lower cost ‘than newly developed equip- -

ductively -and satisfactorl ,
“ment, it would seem that, unless timeliness of data processing or some other. .-
feature becomes the overriding factor, ‘the older equipment‘Shﬁ)uld pe retained
in use until the cost advantage favors conversion to the technically superior -

equipment. ;
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