Pr ect evaluatlon

The most potentlally compromsmg setback to the

artiahty of the project evaluation principle was ad-

ministered by the Defence Mlmster ‘Second only to the

NFA procurement in urgency. and cost, the selection of
,tW finalists for the contract definition stage of a fri-
replacement program- was already overdue. The
Minister is keen to strengthen the growing reputation
of procurement through project evaluation. However,
- moved by the exigencies of the Quebec referendum
- campaign, Maurice Lamontagne promised that “Que-’
 bec shipyards will be favoured, since there are two
. which require assistance” - -
.~ Two consortia had a large Quebec component, one
s "Ied by Pratt & Whitney and the other including Vick-
ers: Canada of Montreal and Davie Shipbuilding of

" Laugzon. The Minister’s comment might have implied

- that the consortia involving Saint John Shipbuilding

& Drydock the Department’s preferred bidder, would

not be short-listed. Although all groups had the oppor-
tunity to adjust their consortia to conform to the gov-
o ‘ernment’s increased Canadian control and content re-
- - quirement, each of these three satisfied these criteria.
" The Vickers & Davie group, not the Saint John, was ul-
- timately dropped. The integrity of the project evalua-
- tion withstood the strain. The direction of the program

- is towards the victory of a single consortia, though
‘w1th a decision 18 months in the offing, a reversion to -

d:lspersed construction is not entlrely foreclosed.

The heavy pre-referendum emphasis on employ-
" ment and production commitments for Quebec requires
. further consideration in relation to Gray’s estimate of
- April 1980, based on the project team assessment, that
-McDonnell Douglas offered the best deal for Canada as
a Whole, and for its various regions. According to the
5 evaluation report, on a sales/purchase value basis the
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g 'all contract that it could afford v
- not favouring its Canadian subsuhary The “Projg
* evaluation team ev1dent1y assumed new priorities by
- for Canadalr and the McDonnell Douglas parent cuf

pany.

Ifthese assumptlons are valid and Canadalr ]
ufactures the forward fuselage then the McDon

Douglas industrial benefits are superior to the Geney

- Dynamics offer in both. provinces; ‘and in Quebec o
‘Ontarjo. Ifnot, the F-18A package would be superiorf
Ontario over Quebec, and the F-16 package superiorf
- Quebec over the: F-18A. In either case, the evaluatig

report mterpreted the General Dynamlcs offset fig

" for the rest of Canada as higher than the McDo

Douglas figures. Gray’s claim that the McDo
Douglas industrial beneﬁts package was the best
for each of the regions in Canada is thus overwhelf
ingly true in Ontario, possibly margmally accuratef
Quebec, but marginally inaccurate outside of cents
Canada. An updated comparlson of effects for the
corporations in 1981 is, of course, impossible, sii
only McDonnell Douglas contmued sub-contractmg g
gotiations.. - :

One cannot fairly. conclude an assessment of
linkage between Canadian defence procurement 2

‘national industrial benefits without paying tributef
the relative proficiency of the evaluation procf

gained in a very brief spell of years. The LRPA
tract offered an initiation process; the NFA contractf
troduced the three new factors of regional industr
benefits, of small sub-contracting and high technold
offsets; the frigate contract may permit sustained |
warding of the most efficient shipyard rather thanf
direct subsidization of the least. Over a number
years, the project evaluation system may lead to so
rationalization of the shipbuilding industry and 1
structuring of the aerospace industry. Neither aim}
to this point been integral to the goals of the Dep
ments of National Defence or of Regional Economic}
pansion. Industrial restructuring was not part of t
NFA contract, though ITT&C might have wished tha
were. The project evaluation system is not yet a fis
model and probably never will become one, but it is's
ing observed with respect from abroad. Canada nj
niot have the lead exclusively to itself in this new in
vative nrocedure, but no other country is clearly ahe
of it. -




