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�   MDrWLQ $XJHr� The Evolution of Defence Procurement in Canada: A Hundred-Year History. /LErDr\ RI 
3DrOLDPHQW�>����E@�� 
�  'HSDrWPHQW RI 1DWLRQDO 'HIHQFH &DQDGD� Strong, Secure, Engaged: Canada's Defence Policy. +Hr MDMHVW\ WKH 
4XHHQ LQ 5LJKW RI &DQDGD� DV rHSrHVHQWHG E\ WKH MLQLVWHr RI 1DWLRQDO 'HIHQFH�>����@��SJ� �� 
� 'HVSLWH KRZ RIWHQ LW LV rHIHrHQFHG RQ -&63� DQG GHVSLWH WKH QXPEHr RI VWXGHQWV WKDW ZLOO JR RQ WR ZRrN LQ 
$'M�MDW�� LW LV VXrSrLVLQJ WKDW GHIHQFH SrRFXrHPHQW LV QRW WDXJKW DW WKH &DQDGLDQ )RrFHV &ROOHJH� ,W LV 
rHFRPPHQGHG WKDW D IXWXrH VHrYLFH SDSHr EH ZrLWWHQ RQ WKLV WRSLF� 
�  $r]DQ 7DrDSRQH� �$8.86 LV 'HHSHr WKDQ MXVW 6XEPDrLQHV�� FSI Newsroom, 6HSWHPEHr ��� ����� 

RISKY BUSINESS: RECOMMENDING A MORE HOLISTIC VIEW  OF 
PROJECT RISK TO EXPEDITE DEFENCE PROCUREMENT

AIM 

�� 7KLV SDSHr DLPV WR SrRYLGH D rHFRPPHQGDWLRQ WR WKH *RYHrQPHQW RI &DQDGD� VSHFLILFDOO\ WKH 
7rHDVXr\ %RDrG  6HFrHWDrLDW �7%6�� 3XEOLF 6HrYLFH DQG 3rRFXrHPHQW &DQDGD �363&�� DQG WKH $VVLVWDQW 
'HSXW\ MLQLVWHr IRr MDWHrLHO �$'M�MDW��� WKDW D PRrH LQFOXVLYH GLVFXVVLRQ RI SrRMHFW rLVN� VSHFLILFDOO\ 
RQH WKDW VHHNV WR EHWWHr XQGHrVWDQG rHVLGXDO SrRMHFW rLVN  DQG rLVN WR WKH VROGLHr� FDQ OHDG WR D PRrH 
DSSrRSrLDWH SrRMHFW DSSrRYDO IrDPHZRrN DQG WKHrHE\ DQ H[SHGLWHG  GHIHQFH DFTXLVLWLRQ SrRFHVV�  7KLV SDSHr 
GRHV QRW VHW RXW WR VROYH &DQDGLDQ GHIHQFH SrRFXrHPHQW LQ D IHZ SDJHV� ,QVWHDG� XQWLO VXFK WLPH DV 
WrDQVIRrPDWLRQDO FKDQJH FDQ EH LPSOHPHQWHG VXFK DV WKH JRYHrQPHQW¶V SrRSRVHG HVWDEOLVKPHQW RI D 
ZKROO\ VHSDrDWH GHSDrWPHQW ZLWK FRPSOHWH DXWKRrLW\ IRr GHIHQFH SrRFXrHPHQW�  LW RIIHrV D rHFRPPHQGDWLRQ 
IRr LQFrHPHQWDO LPSrRYHPHQW WR WKH FXrrHQW SrRFHVV��   7KH SDSHr ZLOO LQWrRGXFH  WKH FXrrHQW SrRMHFW 
DSSrRYDO SrRFHVV DQG rHOHYDQW DXWKRrLWLHV LQ &DQDGLDQ GHIHQFH SrRFXrHPHQW� ZLOO GLVFXVV WKH rROH RI 
SrRMHFW rLVN LQ GHOD\LQJ WKH  SrRFHVV� DQG ZLOO GLVFXVV D SRVVLEOH IrDPHZRrN WKDW FDQ EH DSSOLHG WR PRrH 
DFFXrDWHO\ FDSWXrH rLVN� 7KH SDSHr ZLOO FRQFOXGH ZLWK D rHFRPPHQGDWLRQ RI KRZ WKLV DSSrRDFK FDQ EH 
DSSOLHG WR D '1'  SrRJrDP  RXWVLGH RI $'M�MDW�  WR H[SHGLWH WKH SrRFXrHPHQW RI FXWWLQJ�HGJH GHIHQFH 
HTXLSPHQW�

INTRODUCTION 
�� $V WKH ZRrOG rH�HQWHrV D SHrLRG RI JrHDW SRZHr FRPSHWLWLRQ LQ ERWK (XrRSH DQG $VLD� &DQDGD
IDFHV D IXWXrH ZKHrH LWV QH[W PDMRr PLOLWDr\ FRQIOLFW PD\ EH WKrXVW XSRQ LW VXFK DV  YLD  D 1$72 $rWLFOH �
rHVSRQVH WR DQ LQFXrVLRQ LQ (XrRSH�  ,Q WKLV HYHQW� WKH &DQDGLDQ $rPHG )RrFHV �&$)� ZRXOG EH rHTXLrHG WR
rHVSRQG ZLWK WKH IRrFHV DQG HTXLSPHQW LW KDV DYDLODEOH DW WKH WLPH�  $FFRrGLQJO\� LW LV LQFrHDVLQJO\
LPSRrWDQW  WKDW &DQDGD H[SHGLWH WKH  PRGHrQL]DWLRQ DQG rHFRQVWLWXWLRQ RI LWV IRrFHV WKrRXJK RQJRLQJ
LQLWLDWLYHV VXFK DV WKRVH LQ WKH GHIHQFH SROLF\� 6WrRQJ 6HFXrH (QJDJHG �66(�� $ NH\ HQDEOHr RI WKLV HIIRrW�
DQG RQH WKDW LV FLWHG  IRr LPSrRYHPHQW ZLWKLQ 66(�  LV WKH SrRFXrHPHQW SrRFHVV IRr PLOLWDr\  HTXLSPHQW��

��  2IWHQ  rHSHDWHG LQ WKH QHZV DQG  RQ  WKH -RLQW &RPPDQG DQG 6WDII 3rRJrDP�  &DQDGLDQ  GHIHQFH
SrRFXrHPHQW LV ErRNHQ�  �  &rLWLFLVP  W\SLFDOO\  rHODWHV  WR WKH VORZ SDFH RI SrRFXrHPHQW  DQG  WKH DVVRFLDWHG
HIIHFW RQ WKH &$)¶V PDWHrLDO  rHDGLQHVV� 7KHrH DrH DOVR  KLJKHr  RrGHr HIIHFWV RI WKLV  VORZQHVV  KRZHYHr�
2SHrDWLQJ  ZLWK  PRGHrQ PLOLWDr\ HTXLSPHQW WKDW LV DEOH WR GHOLYHr WKH ODWHVW HIIHFWV ZKLOVW DOVR RIIHrLQJ
RSHrDWRrV WKH ODWHVW VDIHW\ IHDWXrHV LV DQ HQWLFLQJ  SrRSRVDO IRr WKRVH  FXrrHQWO\  HPSOR\HG  DQG WKRVH  ORRNLQJ
WR MRLQ�  7KH LQYHrVH LV QRW�  $FFRrGLQJO\� WKH SDFH RI SrRFXrHPHQW  PD\  DOVR  DIIHFW WKH &$)¶V rHFrXLWPHQW
DQG  rHWHQWLRQ  FKDOOHQJHV�  7KH SDFH RI SrRFXrHPHQW DOVR KDV DQ  HIIHFW RQ  LQWHrQDWLRQDO  rHODWLRQV� :KHQ RQH
FRQVLGHrV  KRZ IDr &DQDGD  KDV IDOOHQ  EHKLQG  LQWrRGXFLQJ  PRGHrQ PLOLWDr\  HTXLSPHQW  FRPSDrHG WR LWV
FORVHVW DOOLHV�  LW LV QRW D VWrHWFK WR  DrJXH  WKLV LV D FRQWrLEXWLQJ IDFWRr WR ZK\  WKH QHZO\ IRrPHG $8.86
JrRXS LV QRW WKH &$1$8.86 JrRXS��  7KHrH DrH  PDQ\  EHQHILWV WR  LPSrRYLQJ  WKH SrRFHVV�
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DISCUSSION 1 – APPROVALS AS A SOURCE OF DELAY 

�� 7KH 'HSDrWPHQW RI 1DWLRQDO 'HIHQFH¶V �'1'� ������� GHSDrWPHQWDO SODQ rHLWHrDWHG WZR
LPSRrWDQW SODQQHG rHVXOWV IRr WKLV ILVFDO \HDr� �� VWrHDPOLQLQJ RI WKH GHIHQFH SrRFXrHPHQW SrRFHVV DQG ��
WKH rHVSRQVLEOH PDQDJHPHQW RI GHIHQFH DFTXLVLWLRQ SrRJrDPV� � 7KHVH REMHFWLYHV DrH LQKHrHQWO\ OLQNHG WR
WKH PDQGDWH RI WKH $VVLVWDQW 'HSXW\ MLQLVWHr IRr MDWHrLHO �$'M�MDW�� ZKRVH JrRXS LV rHVSRQVLEOH IRr
SrRFXrLQJ DQG PDQDJLQJ DOO GHIHQFH HTXLSPHQW DQG VHrYLFHV RQ EHKDOI RI WKH &$)� � 7KH rHRFFXrrLQJ
QDWXrH RI WKHVH REMHFWLYHV LQ WKH GHSDrWPHQWDO SODQ rHLQIRrFHV WKH FRQWLQXRXV HIIRrW WR DFKLHYH LQFrHDVHG
VFKHGXOH HIILFLHQF\ DQG EHWWHr VWHZDrGVKLS RI SXEOLF rHVRXrFHV ZKHQ SrRFXrLQJ PLOLWDr\ HTXLSPHQW� 7KH
������� GHSDrWPHQWDO rHVXOWV WRZDrGV WKHVH REMHFWLYHV rHYHDO WKDW GHVSLWH SrRJrHVV LQ VRPH DrHDV� WKHrH LV
VWLOO rRRP IRr LPSrRYHPHQW� :KLOVW '1' LV EHFRPLQJ PRrH DFFXrDWH DW IRrHFDVWLQJ LWV FRPSOH[ FDSLWDO
SrRMHFW WLPHOLQHV� WKH VHOHFWHG NH\ SHrIRrPDQFH LQGLFDWRrV GR QRW rHYHDO ZKHWKHr SrRFXrHPHQW WLPHOLQHV
DrH DFWXDOO\ GHFrHDVLQJ� � 66( LQGLFDWHV ��� RI DOO GHIHQFH DFTXLVLWLRQ SrRMHFWV DrH GHOLYHrHG ODWH DQG D
VHSDrDWH '1' LQWHrQDO DXGLW IRXQG WKDW WKH DYHrDJH FDSLWDO SrRFXrHPHQW SrRMHFW WDNHV �� \HDrV WR GHOLYHr��
,W LV VXJJHVWHG LQ rHFHQW QHZV WKDW WKLV rHPDLQV XQFKDQJHG WRGD\�� 7R EHWWHr XQGHrVWDQG WKLV� RQH PXVW
DSSrHFLDWH KRZ SrRFXrHPHQW authorities ZRrN LQ &DQDGD�

�� 'HVSLWH LW EHLQJ $'M�MDW�¶V SrLPDr\ PDQGDWH� GHIHQFH SrRFXrHPHQW DXWKRrLW\ GRHV QRW rHVW
VROHO\ ZLWK $'M�MDW��  ,Q WKH &DQDGLDQ JRYHrQPHQW� DXWKRrLW\ IORZV IrRP 7%6� WR 363&� WR '1'� DQG
ILQDOO\ WR $'M�MDW���� 'HSHQGLQJ RQ WKH YDOXH DQG FRPSOH[LW\ RI WKH SrRMHFW� VWLOO RWKHr JRYHrQPHQW
GHSDrWPHQWV VXFK DV ,QQRYDWLRQ� 6FLHQFH� DQG (FRQRPLF 'HYHORSPHQW �,6('� DQG *OREDO $IIDLrV &DQDGD
�*$&� PD\ JDLQ D IRrPDO DXWKRrLW\ Rr LQIRrPDO DELOLW\ WKrRXJK WKH ���� GHIHQFH SrRFXrHPHQW VWrDWHJ\
SROLF\ WR DIIHFW NH\ VWHSV LQ WKH GHIHQFH SrRFXrHPHQW SrRFHVV� WR VD\ QRWKLQJ RI SROLWLFDO LQWHrYHQWLRQV
ZKLFK FDQ LQWrRGXFH D GHFDGH Rr PRrH RI GHOD\��� 7KLV KLJKO\ GLVSHrVHG DFFRXQWDELOLW\ LQ GHIHQFH
SrRFXrHPHQW LV XQLTXH DPRQJ &DQDGD¶V FORVHVW DOOLHV��� 2EWDLQLQJ DSSrRYDOV IrRP HDFK RI WKHVH
JRYHrQPHQW RrJDQL]DWLRQV� VRPHWKLQJ WKDW PD\ EH rHTXLrHG PXOWLSOH WLPHV DFrRVV WKH ILYH SrRMHFW SKDVHV
EHWZHHQ SrRMHFW LGHQWLILFDWLRQ DQG FORVH�RXW� WDNHV FRQVLGHrDEOH WLPH DQG LV D NH\ VRXrFH RI SrRFXrHPHQW
GHOD\ �HVSHFLDOO\ 7%6� ZKLFK rHTXLrHV D PXOWL�SKDVH VXEPLVVLRQ SrRFHVV VSDQQLQJ PRQWKV DQG OHVV LQ

�  MLQLVWHr RI 1DWLRQDO 'HIHQFH� Department of Defence and Canadian Armed Forces 2022-23 Departmental 
Plan. +Hr MDMHVW\ WKH 4XHHQ LQ 5LJKW RI &DQDGD� >����@�� 
�  �'HIHQFH ��� � $VVLVWDQW 'HSXW\ MLQLVWHr �MDWHrLHO��� ODVW PRGLILHG 6HSWHPEHr ��� DFFHVVHG 6HSWHPEHr ��� ����� 
KWWSV���ZZZ�FDQDGD�FD�HQ�GHSDrWPHQW�QDWLRQDO�GHIHQFH�FRrSRrDWH�rHSRrWV�SXEOLFDWLRQV�WrDQVLWLRQ�PDWHrLDOV�GHIHQFH�
������������GHIHQFH�����DGP�PDW�KWPO� 
� ,ELG� SJ ��� 
� ,ELG� SJ ��� 
�  -HIIrH\ )� &ROOLQV� �/LEHrDOV¶ 'HIHQFH 3rRFXrHPHQW &DQDGD LV 6WLOO :RrWK D /RRN�� The Hill Times, -DQXDr\ ��� 
����� 
��    5HYLVHG 6WDWXWHV RI &DQDGD� Defence Production Act, R.S.C., 1985, C. D-1� ������� �'LrHFWLYH RQ WKH 
MDQDJHPHQW RI 3rRFXrHPHQW�� ODVW PRGLILHG $SrLO ��� DFFHVVHG )HErXDr\ ��� ����� KWWSV���ZZZ�WEV�
VFW�FDQDGD�FD�SRO�GRF�HQJ�DVS["LG ������ 
��   �)��� )LJKWHr -HWV 3rRFXrHPHQW :HLJKHG 'RZQ E\ /LEHrDO 3ROLWLFV�� ODVW PRGLILHG -DQXDr\ ��� DFFHVVHG )HErXDr\ 
��� ����� KWWSV���QDWLRQDOSRVW�FRP�RSLQLRQ�DQGrH�SrDWWH�OHVV�SROLWLFV�PRrH�WrDQVSDrHQF\�FRXOG�KHOS�IL[�FDQDGDV�
PLOLWDr\�SrRFXrHPHQW�� �'HIHQFH 3rRFXrHPHQW 6WrDWHJ\�� ODVW PRGLILHG 1RYHPEHr �� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�WSVJF�SZJVF�JF�FD�DSS�DFT�DPG�GS�VDPG�GSV�LQGH[�HQJ�KWPO� 
��  MDrWLQ $XJHr� Defence Procurement Organizations Worldwide: A Comparison. /LErDr\ RI 3DrOLDPHQW� >����D@��� 
'DYLG 3XJOLHVH� �,W
V 7LPH WR *HW 6HrLRXV DERXW )L[LQJ 'HIHQFH 3rRFXrHPHQW�� Ottawa Citizen. -XO\ ��� ����� 
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VRPH FDVHV \HDrV���� 7KHrHIRrH� ILQGLQJ QHZ ZD\V WR GHOHJDWH DXWKRrLW\ FDQ rHGXFH WKH GHOD\V DVVRFLDWHG 
ZLWK VHHNLQJ WKHVH rHSHDW DSSrRYDOV DQG WKHrHE\ H[SHGLWH GHIHQFH SrRFXrHPHQW WLPHOLQHV� 

DISCUSSION 2 – TARGETING RISK 

�� 'HIHQFH DFTXLVLWLRQ LV JRYHrQHG E\ VWDQGLQJ GHOHJDWLRQV RI DXWKRrLW\ IrRP 7%6 GRZQZDrGV LQ
RrGHr WR IDFLOLWDWH rHJXODr EXVLQHVV DQG DOORZ WKH KLJKHr DXWKRrLWLHV RI 7%6 DQG 363& WR IRFXV RQ WKH
rLVNLHVW ILOHV� 7KLV GHOHJDWLRQ LV EDVHG RQ WZR IDFWRrV� 7KH ILrVW LV WKH SrRFXrLQJ GHSDrWPHQW¶V
2rJDQL]DWLRQDO 3rRMHFW MDQDJHPHQW &DSDFLW\ $VVHVVPHQW �23M&$� rDWLQJ��� 7KH KLJKHr WKH 23M&$
rDWLQJ� WKH JrHDWHr WKH GHSDrWPHQW LV DEOH WR PDQDJH LWV SrRMHFW DQG SrRFXrHPHQW rLVNV DQG WKHrHIRrH WKH
PRrH LW FDQ EH WrXVWHG ZLWK LQFrHDVHG DXWKRrLWLHV WR GHOLYHr RQ SrRMHFWV� 7KH VHFRQG IDFWRr LV D FRPELQDWLRQ
RI SrRMHFW FRPSOH[LW\ DQG rLVN ZKLFK LV IRrPDOO\ rDWHG XVLQJ WKH 3rRMHFW &RPSOH[LW\ DQG 5LVN $VVHVVPHQW
�3&5$� WRRO��� $V VKRZQ LQ )LJXrH �� LW LV WKH FRPELQDWLRQ RI 23M&$ DQG 3&5$ rDWLQJ ZKLFK GLFWDWHV
WKH SrRMHFW DSSrRYDO OHYHO rHTXLrHG DQG WKXV ZKHWKHr WKH SrRMHFW ZLOO EH VXEMHFW WR WKH DERYH�rHIHrHQFHG
GHOD\V DVVRFLDWHG ZLWK VHHNLQJ DSSrRYDOV IrRP RXWVLGH WKH GHSDrWPHQW� ,Q HIIHFW� 7%6 LV HQVXrLQJ WKDW
GHOHJDWLRQV RI SrRMHFW DXWKRrLW\ IDOO ZLWKLQ WKH EDODQFHG FRPPDQG HQYHORSH GHVFrLEHG E\ 5RVV 3LJHDX DQG
&DrRO MF&DQQ LQ WKHLr FRPSHWHQF\� DFFRXQWDELOLW\� rHVSRQVLELOLW\ PRGHO RI FRPPDQG��� 7KHrHIRrH� HIIRrWV
WR LPSrRYH 23M&$ rDWLQJ Rr GHFrHDVH 3&5$ rDWLQJ HQDEOH LQFrHDVHG GHOHJDWLRQV RI DXWKRrLW\ DQG WKHrHE\
D rHGXFWLRQ LQ GHIHQFH SrRFXrHPHQW WLPHOLQHV�

�� �7KrHH 3KDVHV RI WKH 7% 6XEPLVVLRQ 3rRFHVV�� ODVW PRGLILHG $SrLO �� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�FDQDGD�FD�HQ�WrHDVXr\�ERDrG�VHFrHWDrLDW�VHrYLFHV�WrHDVXr\�ERDrG�VXEPLVVLRQV�WKrHH�SKDVHV�VXEPLVVLRQ�
SrRFHVV�KWPO� 
�� �2rJDQL]DWLRQDO 3rRMHFW MDQDJHPHQW &DSDFLW\ $VVHVVPHQW 7RRO�� ODVW PRGLILHG MD\ �� DFFHVVHG )HErXDr\ ��� 
����� KWWSV���ZZZ�FDQDGD�FD�HQ�WrHDVXr\�ERDrG�VHFrHWDrLDW�VHrYLFHV�LQIRrPDWLRQ�WHFKQRORJ\�SrRMHFW�
PDQDJHPHQW�SrRMHFW�PDQDJHPHQW�RrJDQL]DWLRQDO�SrRMHFW�PDQDJHPHQW�FDSDFLW\�DVVHVVPHQW�WRRO�KWPO� 
�� �3rRMHFW &RPSOH[LW\ DQG 5LVN $VVHVVPHQW 7RRO�� ODVW PRGLILHG 1RYHPEHr �� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�WSVJF�SZJVF�JF�FD�ELHQV�SrRSHrW\�VQJS�QSPV�SFrD�HFrS�RXWLO�WRRO�HQJ�KWPO� 
�� 5RVV 3LJHDX DQG &DrRO MF&DQQ� �5H�&RQFHSWXDOL]LQJ &RPPDQG DQG &RQWrRO�� Canadian Military Journal 
(Ottawa) �� QR� � ������� ��� 
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)LJXrH � � 5HODWLRQVKLS EHWZHHQ 23M&$� 3&5$� DQG 3rRMHFW $SSrRYDO /HYHOV�� 

�� '1' KDV GHYRWHG FRQVLGHrDEOH HIIRrW WR SrRIHVVLRQDOL]LQJ LWV SrRMHFW PDQDJHPHQW ZRrNIRrFH VXFK
DV WKrRXJK WKH 3rRMHFW MDQDJHr &RPSHWHQF\ 'HYHORSPHQW SrRJrDP��� $W WLPH RI ZrLWLQJ LW KDV HDrQHG DQ
23M&$ rDWLQJ RI ���� 7KH IRFXV RI WKLV SDSHr LV RQ WKH VHFRQG IDFWRr DQG D SrRSRVHG QHZ YLHZ RI KRZ WR
GH�rLVN FHrWDLQ SrRMHFWV� HDrQLQJ D ORZHr 3&5$ VFRrH� DQG WKHrHE\ LQFrHDVHG GHOHJDWLRQ RI DXWKRrLW\� 2Q
WKH VXrIDFH WKLV VHHPV VWrDLJKWIRrZDrG KRZHYHr WKH LVVXH OLHV LQ WKH ZD\ WKH 3&5$ WRRO FRPPXQLFDWHV
rLVN WR KLJKHr DXWKRrLWLHV� :KHQ WKH WRRO LV XVHG WR DVVHVV D SrRMHFW� WKH QXPHrLFDOO\�GHrLYHG FRPSOH[LW\
VFRrH EXLOGV XS EDVHG RQ D PXOWLWXGH RI IDFWRrV WKDW FDSWXrH inherent rLVNV WR WKH SrRMHFW� $Q\ IDFWRrV WKDW
ZRXOG GHFrHDVH rLVN DrH DW EHVW YLHZHG DV QHXWrDO DQG DW ZRrVW DrH QRW FRQVLGHrHG E\ WKH WRRO DW DOO� 7KLV
PHDQV WKDW WKH 3&5$ VFRrH GRHV QRW DFFXrDWHO\ FDSWXrH D SrRMHFW¶V residual rLVN��� 7KLV LQ WXrQ PHDQV WKDW
GHVSLWH D KRVW RI LQWHQWLRQDOO\ LPSOHPHQWHG Rr FRQWH[WXDOO\ rHOHYDQW IDFWRrV WKDW PD\ DSSO\ WR PDNH D
SrRMHFW OHVV rLVN\� WKH 3&5$ VFRrH GRHV QRW GHFrHDVH DQG SrRMHFWV PD\ EH VWXFN ZLWK D KLJKHr DSSrRYDO
OHYHO WKDQ LV WrXO\ ZDrrDQWHG WKXV H[WHQGLQJ WKH VFKHGXOH� ,W LV ZRrWK ErLHIO\ LQWrRGXFLQJ DQ H[DPSOH RI
VXFK D IDFWRr WR DPSOLI\ WKH SRLQW�

��  'HSDrWPHQW RI 1DWLRQDO 'HIHQFH� Project Approval Directive. *RYHrQPHQW RI &DQDGD� ������ SJ� �� 
�� ,ELG� SJ ��� 
��   �7KH 'HSDrWPHQW RI 1DWLRQDO 'HIHQFH $GRSWV 1HZ 7rDLQLQJ WR 3rRSHO 3rRMHFW MDQDJHPHQW 6XFFHVV�� ODVW 
PRGLILHG �8QDYDLODEOH�� DFFHVVHG )HErXDr\ ��� ����� KWWSV���ZZZ�JOREDONQRZOHGJH�FRP�FD�HQ�rHVRXrFHV�FDVH�
VWXGLHV�WKH�GHSDrWPHQW�RI�QDWLRQDO�GHIHQFH�DGRSWV�QHZ�WrDLQLQJ�WR�SrRSHO�SrRMHFW�PDQDJHPHQW�VXFFHVV�� 
�� Residual rLVN rHIHrV WR WKH OHYHO RI rLVN rHPDLQLQJ DIWHr DFWLRQV DrH WDNHQ WR DOWHr DQ inherent rLVN¶V LPSDFW Rr 
OLNHOLKRRG RI RFFXrrLQJ� 



��� 

�� &RQVLGHr WKH LPSRrWDQFH RI H[SHrLHQFH LQ GHWHrPLQLQJ WKH OHYHO RI rLVN IRr D GHIHQFH DFTXLVLWLRQ
SrRMHFW� 8QGHr WKH FXrrHQW FRQVWrXFW� LI IRr H[DPSOH WKH &DQDGLDQ 6SHFLDO 2SHrDWLRQV )RrFHV �&$162)�
�ZKR DrH RIWHQ DQ LWHrDWLRQ DKHDG RI WKH &$) LQ WKH DGRSWLRQ DQG ILHOGLQJ RI QHZ HTXLSPHQW� FRPSHWH DQG
SrRFXrH DQ HTXLSPHQW FDSDELOLW\ DQG KDYH JrHDW RSHrDWLRQDO DQG VXVWDLQPHQW VXFFHVV ZLWK LW� WKDW
H[SHrLHQFH GRHV QRW IDFWRr LQ WR GHFrHDVH WKH 3&5$ OHYHO RI D VXEVHTXHQW &DQDGLDQ $rP\ SrRFXrHPHQW
SrRMHFW IRr WKH H[DFW VDPH FDSDELOLW\� ,Q WKLV VDPH H[DPSOH� HYHQ LI WKH $rP\ SrRMHFW ZHrH WR FRQGXFW LWV
RZQ EX\�DQG�Wr\ WR rHILQH LWV rHTXLrHPHQWV� HYDOXDWH VXSSOLHr rHVSRQVLYHQHVV� DVVHVV WKH TXDOLW\� HDVH RI
WrDLQLQJ� Rr XWLOLW\ RI WKH HTXLSPHQW� WKLV H[SHrLHQFH DOVR KDV QR HIIHFW RQ WKH 3&5$ rDWLQJ GHVSLWH WKH
REYLRXV rLVN�PLWLJDWLQJ HIIHFWV� 7KH VDPH YDOXH DSSOLHV WR WKH H[SHrLHQFHV RI &DQDGD¶V FORVHVW PLOLWDr\
DOOLHV VXFK DV WKH 8QLWHG 6WDWHV ZKR� OLNH &$162)� PD\ EH RSHrDWLQJ DQ LWHrDWLRQ DKHDG RI WKH &$) DQG
KDYH RSHrDWLRQDO�VXVWDLQPHQW H[SHrLHQFHV WKH\ DrH ZLOOLQJ WR VKDrH ZLWK &DQDGD� $JDLQ� VXFK LQIRrPDWLRQ
GRHV QRW DIIHFW WKH 3&5$ VFRrH GHVSLWH SrRYLGLQJ YDOXDEOH LQVLJKW LQWR &DQDGD¶V rHVLGXDO rLVN H[SRVXrH�
7KLV VLPSOH H[DPSOH XVLQJ WKH VLQJOH IDFWRr RI H[SHrLHQFH LOOXVWrDWHV PXOWLSOH PHWKRGV RI GHFrHDVLQJ D
SrRMHFW¶V LQKHrHQW rLVN ZKLFK DrH QRW IDFWRrHG LQWR WKH FXrrHQW SrRMHFW DSSrRYDO FRQVWrXFW�

�� 6LPLODrO\� WKLV rLVN�EDVHG FRQVWrXFW IDLOV WR DGHTXDWHO\ FRQVLGHr RSHrDWLRQDO rLVN LQ WKH SrRMHFW
DSSrRYDO SrRFHVV� 7KH ³XrJHQW RSHrDWLRQDO rHTXLrHPHQW´ �825� SrRMHFW GHVLJQDWLRQ FDQ JrHDWO\ IDFLOLWDWH
rHVRXrFH DOORFDWLRQ DQG H[SHGLWH DSSrRYDOV KRZHYHr WKLV GHVLJQDWLRQ LV rHVHrYHG IRr SrRMHFWV ZLWK
LPPHGLDWH OLIH�VDYLQJ Rr PLVVLRQ LPSDFW WR DFWLYH RSHrDWLRQV� ,Q WKH FXrrHQW FRQVWrXFW� WKHrH GRHV QRW
DSSHDr WR EH D ZD\ WR FRQYH\ WR DSSrRYHrV ZKLFK '1' SrRMHFWV IDOO VKRrW RI WKH 825 GHVLJQDWLRQ EXW DrH
VWLOO GHVSHrDWHO\ QHHGHG E\ WKH &$) WR rHGXFH RSHrDWLRQDO rLVNV WR WKH VROGLHr DQG DrH WKXV ZRrWK
DFFHOHrDWLQJ� 7KHrH LV QR GHILQHG PLGGOH JrRXQG EHWZHHQ 825 DQG QRrPDO SrRMHFWV��� 7KH GLVFXVVLRQ RI
rLVN rHPDLQV IRFXVHG RQ rLVN WR WKH JRYHrQPHQW RQO\ DQG PLVVHV WKLV KXPDQ FRQVLGHrDWLRQ HQWLrHO\� $V D
rHVXOW� WKHVH SrRMHFWV DrH VWXFN IROORZLQJ WKH QRrPDO GrDZQ�RXW SrRMHFW DSSrRYDO SrRFHVV� $ PRrH KROLVWLF
DSSrRDFK WR WKH GLVFXVVLRQ RI rLVN LV VXJJHVWHG�

DISCUSSION 3 – AN EXPANDED APPROACH TO RISK MANAGEMENT 

�� 7KH RrLJLQDO SrRSRVDO IRr WKLV SDSHr ZDV WR rHFRPPHQG D SLORW SrRMHFW ZLWKLQ WKH FXrrHQW PXOWL�
GHSDrWPHQW DSSrRYDO FRQVWrXFW WKDW ZRXOG VHW DSSrRYDO OHYHOV EDVHG RQ D PRrH KROLVWLF GLVFXVVLRQ RI rLVN�
:KLOVW rHVHDrFKLQJ WKLV WRSLF KRZHYHr LW ZDV XQFRYHrHG WKDW D FRPSDrDEOH LQLWLDWLYH KDV YHr\ rHFHQWO\
EHHQ SLORWHG� 7KH ���PRQWK ³rLVN�EDVHG GHIHQFH SrRFXrHPHQW SLORW´ ZDV LPSOHPHQWHG E\ 7%6� 363&� DQG
$'M�MDW� ZLWK WKH REMHFWLYH RI GHOHJDWLQJ 363& LQFrHDVHG DSSrRYDO DXWKRrLW\ RYHr VHOHFW GHIHQFH
SrRMHFWV��� 3rRYLGHG $'M�MDW� FRXOG MXVWLI\ D ORZHr OHYHO RI rLVN� WKH LQWHQW ZDV WR H[SHGLWH D VHOHFWLRQ
RI ORZ DQG PHGLXP FRPSOH[LW\ GHIHQFH DFTXLVLWLRQ SrRMHFWV E\ rHPRYLQJ WKH rHTXLrHPHQW WR VHHN
7rHDVXr\ %RDrG DSSrRYDO �WKH ORQJ SROH LQ WKH DSSrRYDO SrRFHVV�� :KLOVW VWLOO PLVVLQJ WKH GLVFXVVLRQ RI
VROGLHr rLVN� WKLV SLORW SHrPLWWHG '1' WR LQFOXGH rLVN PLWLJDWLRQ IDFWRrV LQ WKH GLVFXVVLRQ WKXV EDVLQJ
DSSrRYDO RQ D PRrH DFFXrDWH OHYHO RI rHVLGXDO rLVN WKDQ WKH VLPSOH RXWSXW RI WKH 3&5$ WRRO� 7KLV DOVR
IrHHG XS 7%6 WR IRFXV RQ rLVNLHr SrRMHFWV DQG VR ZDV D GHVLrDEOH FRQFHSW IRr ERWK GHSDrWPHQWV� 7KH SLORW
rHGXFHG FHrWDLQ '1' SrRFXrHPHQW WLPHOLQHV E\ DV PXFK DV D \HDr DQG WKH rHFHQW rHSRrW HYDOXDWLQJ WKH
SrRJrDP rHFRPPHQGHG LW EH H[WHQGHG IRr D IXrWKHr ILYH \HDrV���

�� ,ELG� SJ �������� 
�� �%DFNJrRXQGHr� 3LORWLQJ D 6WrHDPOLQHG $SSrRYDO 3rRFHVV IRr 'HIHQFH 3rRFXrHPHQWV�� ODVW PRGLILHG -XQH ��� 
DFFHVVHG -DQXDr\ ��� ����� KWWSV���ZZZ�WSVJF�SZJVF�JF�FD�DSS�DFT�DPG�GS�VDPG�GSV�VSDPGG�VDSIGS�HQJ�KWPO� 
�� 3XEOLF 6HrYLFHV DQG 3rRFXrHPHQW &DQDGD� Evaluation of the Risk-Based Defence Procurement Pilot Project. 
*RYHrQPHQW RI &DQDGD� 
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�� 7KH H[LVWHQFH RI DQG VXFFHVV RI WKLV SLORW rHLQIRrFHV WKH DrJXPHQW WKDW D RQH�VL]H ILWV DOO DSSrRDFK
WR GHIHQFH DFTXLVLWLRQ SrRMHFW DSSrRYDOV LV LQHIILFLHQW DQG WKDW D ErRDGHr GLVFXVVLRQ RI rLVN LV MXVWLILHG WR
H[SHGLWH WKH SrRFHVV�  %XLOGLQJ XSRQ WKH VXFFHVV RI WKH rLVN�EDVHG GHIHQFH SrRFXrHPHQW SLORW SrRJrDP� LW
LV VXJJHVWHG WKDW WKLV DSSrRDFK WR rLVN�DSSrRYDOV FRXOG EH H[WHQGHG EH\RQG $'M�MDW� VXFK DV WR WKH QHZ
'1' ,QQRYDWLRQ IRr 'HIHQFH ([FHOOHQFH DQG 6HFXrLW\ �,'(D6� SrRJrDP��� 6LPLODr WR WKH 'HIHQFH
$GYDQFHG 5HVHDrFK 3rRMHFWV $JHQF\ �'$53$�� WKH ,'(D6 SrRJrDP IXQGV LQGXVWr\ LQ WKH GHYHORSPHQW RI
FXWWLQJ�HGJH WHFKQRORJ\ DQG HTXLSPHQW WR HQKDQFH VROGLHr HIIHFWLYHQHVV DQG LQ PDQ\ FDVHV rHGXFH rLVN WR
WKH VROGLHr� 7KH SrRJrHVVLYH IXQGLQJ PRGHO DOORZV '1' WR VXSSRrW FDSDELOLW\ GHYHORSPHQW DW YHr\ HDrO\
VROXWLRQ rHDGLQHVV OHYHOV WKrRXJK WR RSHrDWLRQDO WrLDOV DW WKH KLJKHVW rHDGLQHVV OHYHOV��� $W WKH HQG RI WKH
SrRFHVV KRZHYHr� DQG rHJDrGOHVV RI WKHLr SRWHQWLDO LPSDFW� LI '1' LV LQWHrHVWHG LQ SrRFXrLQJ WKHVH QRZ
SrRYHQ FDSDELOLWLHV IRr WKH &$)� WKH\ PXVW VWLOO JR WKrRXJK WKH IXOO GrDZQ�RXW SrRMHFW DSSrRYDO SrRFHVV
LQWrRGXFHG DERYH� �� 7KLV XQGHrPLQHV WKH DGRSWLRQ RI FXWWLQJ�HGJH FDSDELOLWLHV� $V GLVFXVVHG LQ WKH
SDrDJrDSK � H[DPSOH DERYH� H[SHrLHQFH ZLWK HTXLSPHQW DQG VXSSOLHrV� VXFK DV LV SrRYLGHG WKrRXJKRXW WKH
,'(D6 SrRJrDP� LV D IDFWRr WKDW FDQ JrHDWO\ rHGXFH SrRMHFW rLVN LQ D QXPEHr RI DrHDV� ,W LV VXJJHVWHG WKDW
WKH ,'(D6 SrRJrDP PD\ WKXV EH DQ LGHDO FDQGLGDWH WR WDNH DGYDQWDJH RI WKH QRZ H[WHQGHG rLVN�EDVHG
GHIHQFH SrRFXrHPHQW SLORW DQG '1' VKRXOG VHHN VWLOO RWKHr RSSRrWXQLWLHV WR OHYHrDJH LW WR DFKLHYH
SrRFXrHPHQW H[SHGLHQF\�

CONCLUSION 

�� &DQDGLDQ GHIHQFH DFTXLVLWLRQ SrRMHFWV DrH VORZ LQ SDrW GXH WR D FRPSOLFDWHG DQG OHQJWK\ DSSrRYDO
IrDPHZRrN WKDW rHOLHV XSRQ PXOWLSOH GHSDrWPHQWV RXWVLGH RI WKH RQH DFWXDOO\ rHVSRQVLEOH IRr WKH
SrRFXrHPHQW� '1'�363& KDYH HDrQHG LQFrHDVHG GHOHJDWLRQV RI DXWKRrLW\ IrRP WKH 7%6 EDVHG RQ 23M&$
rDWLQJ DQG WKHrH LV RSSRrWXQLW\ WR LPSrRYH WKLV IXrWKHr WKrRXJK D PRrH KROLVWLF GLVFXVVLRQ RI rLVN ZLWK
DSSrRYDO DXWKRrLWLHV WKDW EHWWHr rHFRJQL]HV rHVLGXDO SrRMHFW rLVN DQG rLVN WR WKH VROGLHr� 7KH rLVN�EDVHG
GHIHQFH SrRFXrHPHQW SLORW SrRJrDP KDV EHHQ VXFFHVVIXO LQ SrHVHQWLQJ rHVLGXDO SrRMHFW rLVN DQG KDV rHVXOWHG
LQ GHFrHDVHG SrRFXrHPHQW WLPHOLQHV� )LQDOO\� WKH '1' ,'(D6 SrRJrDP KDV EHHQ LGHQWLILHG LQ WKLV SDSHr DV
D FDQGLGDWH IRr LQFOXVLRQ LQ WKLV SLORW JRLQJ IRrZDrG�

RECOMMENDATION 

��� 1RZ WKDW LW KDV EHHQ H[WHQGHG� '1' LV rHFRPPHQGHG WR H[SORrH WKH IHDVLELOLW\ RI OHYHrDJLQJ WKH
rLVN�EDVHG SrRMHFW DSSrRYDO SLORW SrRJrDP WR H[SHGLWH WKH SrRFXrHPHQW RI SrRYHQ GHIHQFH FDSDELOLWLHV
HPHrJLQJ IrRP WKH ,'(D6 SrRJrDP�

��  �+RZ ,'(D6 :RrNV�� ODVW PRGLILHG 1RYHPEHr ��� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�FDQDGD�FD�HQ�GHSDrWPHQW�QDWLRQDO�GHIHQFH�SrRJrDPV�GHIHQFH�LGHDV�KRZ�LGHDV�ZRrNV�KWPO� 
��  �6ROXWLRQ 5HDGLQHVV /HYHO�� ODVW PRGLILHG -XO\ ��� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�FDQDGD�FD�HQ�GHSDrWPHQW�QDWLRQDO�GHIHQFH�SrRJrDPV�GHIHQFH�LGHDV�VROXWLRQ�rHDGLQHVV�OHYHO�KWPO� 
��   �:KDW +DSSHQV $IWHr D 7HVW 'rLYH�� ODVW PRGLILHG �8QDYDLODEOH�� DFFHVVHG )HErXDr\ ��� ����� 
KWWSV���ZZZ�FDQDGD�FD�HQ�GHSDrWPHQW�QDWLRQDO�GHIHQFH�SrRJrDPV�GHIHQFH�LGHDV�HOHPHQW�WHVW�GrLYHV�KWPO� 
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