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such as standardised systems for project management, and systems which are based on the 
right programmes and software.21 

15. The National Audit Office’s analysis of the projects in its report shows that in the early 
part of projects, procurement management is a major cause of time and cost delays.22 This 
suggests that commercial arrangement are not always sufficiently mature when the main 
investment decision is made. The Department is increasingly choosing to deliver its 
assessment phase projects in ‘bite-sized chunks’ in order to better understand the risks on 
projects before the main investment decision is taken. The Department’s two-stage Initial 
Gate and Main Gate approach to acquisition may not always be the most appropriate 
solution for the Department’s more technically complex projects. The Department is 
currently considering whether it is always right to agree the main investment decision at 
the start of the design and development phase, when many of the technical risks will not 
have been fully identified and understood. The use of increments is a sensible approach to 
project management, but should the Department choose to break projects down into 
smaller increments, for example, by having separate decision points for development and 
production, each must have defined time, cost and performance parameters, to maintain 
accountability. We would consider it unacceptable if there were any deterioration in the 
information reported to Parliament and the taxpayer as a result of the Department 
choosing to design and develop its projects differently.23 

16. There will always be some projects where the Department needs to work collaboratively 
with other countries, or where successful delivery is dependent on a related project or piece 
of equipment. The Department needs to get better at managing these interdependencies as 
these can lead to delays. The Beyond Visual Range Air-to-Air Missile has suffered delays 
and incurred an in-year increase of £55 million because of a lack of Typhoon aircraft for 
test firings. There are no special trial versions of the Typhoon aircraft available to integrate 
the missile because of delays to the overall Typhoon programme, and the other partner 
nations on the Beyond Visual Range Air-to-Air Missile project have been unable to 
commit to production of the missile. Given these problems, and a revised assessment of the 
threat, the Department has taken a deliberate decision to slow the delivery of the project by 
re-defining the In-Service Date so that it has two stages—the first, forecast for 2012 when 
the missile is ready, and the second, forecast for 2015, when it is integrated onto the 
Typhoon.24 

17. The current economic crisis and weakness of the pound against the Dollar and Euro 
mean that the Department is likely to see further cost increases on some of its projects in 
2008–09. In line with its usual practice, the Department has entered into forward currency 
contracts for 80% of its expected foreign exchange requirements, so the impact of recent 
reductions in the value of the pound is less than it would have been had the Department 
purchased all its Dollars and Euros on the open market. For the remaining 20%, there will 
be impacts on individual projects, but the Department was unable to quantify how much 

 
21 Qq 61–62 

22 C&AG’s Report, para 9 

23 Qq 30, 32 

24 Qq 13, 72–74, 103 
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this would be across its Equipment Programme as a whole.25 Although there is a limited 
amount the Department can do to manage the impact of exchange rate fluctuations, as its 
ability to forward buy is currently under review with the implementation of international 
financial standards, the Department could do more to factor this in when making 
procurement decisions.26 

 
25 Ev 15 

26 Qq 37, 41, 76–78 
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