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Executive Summary
The primary responsibility of every national government is the safety of
its people and the protection of its country. Governments, therefore, use all
assets at their disposal to tackle this challenge.
Canada’s own success in defending its sovereign, economic and national
security interests depends largely on how two important stakeholders—Canada’s military, and its defence and security industries—operate independently
and together. Individually, each must be strong; jointly, their efforts must
be coordinated. This makes the issues affecting defence procurement efficiency and effectiveness an important public policy issue and a matter of
national security interest.
Procurement decisions made by the Government of Canada in the coming
years will define our military capability and the capacity and international
competitiveness of Canada’s defence and security industries for the next
20 years.
Urgent attention and immediate action is required to create a public policy
environment and procurement practices and processes that will deliver
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programs more efficiently and with vastly improved outcomes for the Canadian economy and Canadian workers. Without these changes, Canada’s
defence industrial base will decline, relegating Canada to that of a buyer
of foreign capabilities for future major procurements. This will adversely
affect Canada’s ability to protect its sovereignty and to promote jobs in a
knowledge-based economy.
In response to the Government’s request for advice from Canada’s defence
industry, the Canadian Association of Defence and Security Industries
(CADSI) undertook a 13 week consultation with Canada’s defence industrial base to determine how the Government could obtain the equipment
needed by the Canadian Forces and achieve an optimal economic return
on investment. Within industry, the consultations generated great interest
and anticipation of change. There was no shortage of input, no reluctance to
share experiences and contribute ideas, and no ambiguity about the overall
direction recommended. There was also a sense of urgency about the need
to act so as not to lose momentum on the Canada First Defence Strategy
(CFDS) or on procurements in the pipeline. This sense of urgency was
coupled with a conviction that change could begin immediately.
Three over-riding and inter-related principal recommendations emerged
from the consultations:
• First, the consultation process called on the Government to create a
defence industrial policy supported by implementation strategies aligned
with CFDS procurement priorities and sovereignty and key national
economic objectives. This was described as fundamental to leverage
optimal economic returns from the $240B commitment to rebuild the
equipment needs of the Canadian Forces. A defence industrial policy
would define the industrial capabilities Canada holds to be essential
to its strategic defence and economic interests and which must to be
nurtured and developed in Canada. It would provide a roadmap for
industry to make R&D investments, build new capabilities, establish
human resource strategies, establish partnering relationships and plan
strategies to win business internationally. And it would provide a framework for Government/industry interactions and metrics for measuring
progress and success in policy implementation.
• Second, enabling an environment where the procurement process and
its operating culture result in effective program delivery and an optimal
economic return to the taxpayer was a dominant consultation theme.
Urgent attention was deemed necessary to remedy a procurement
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process defined by frustration, confusion, inconsistency, layers of
built-in redundancy, systemic risk avoidance and a perceived lack of
transparency.
• Third, overall accountability for the combined responsibilities of defence
equipment and the defence industrial base should reside at the Cabinet
level in one Minister. Unlike virtually every other industrialized country, Canada divides Ministerial accountability for defence equipment
and its defence industrial base. Other countries with similarly modest
domestic defence markets have made the connection between national
interests and indigenous capability. The absence of a single Ministerial
point of accountability within Government slows and adds costs to the
procurement process and weakens the Government’s ability to defend
Canada’s national interest and achieve a strong economic return on
investment. While beyond this study’s scope, there are at least three
options available to implement this recommendation: a separate defence
procurement agency; a new defence production department; or, assigning the joint responsibility with a Minister within the Government’s
existing departmental structure.
Canada penalizes itself as few other nations do, delaying essential military
materials, adding non-value-added costs to itself and to industry, and inhibiting its industrial champions from winning business at home and abroad.
The time has come to break down the barriers impeding efficient execution
of defence procurements: the status quo is no longer an option.
Many of the recommendations, we believe, could be implemented immediately, with the more strategic elements becoming practice within the coming
year. Time is of the essence if Canada is to re-equip the military with the
equipment it needs to perform its duties and to do so in a way that builds
and sustains a viable domestic defence industrial base.
Industry is ready to do its part and appreciates the opportunity to share its
perspective with Government….
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Summary of Recommendations:
RECOMMENDATION #1
ESTABLISH AND IMPLEMENT A DEFENCE INDUSTRIAL POLICY
1-1 Align defence procurement strategies and processes to support the
policy.
1-2 Articulate and nurture critical defence industrial capabilities that are
needed to support Canada’s defence, sovereign and economic interests.
1-3 Enable the success of those critical capabilities through ‘cluster’, R&D,
IRB, export and procurement strategies.
1-4 Enable the success of those critical capabilities through ‘cluster’, R&D,
IRB, export and procurement strategies.

(Defence and the economy are inter-dependent elements
in a sovereign, outwardly-looking and competitive Canada.)
RECOMMENDATION #2
IMPROVE DEFENCE PROCUREMENT PROCESSES & PRACTICES
Enable an environment where the procurement process and operating culture result in effective program delivery and an optimal economic return
to taxpayers by:
2-1 Increasing accountability
a. Make managers accountable for program delivery, not just for following
the process.
b. Balance program delivery objectives against legal and contract risk.
c. Allocate risk between Government and industry where it can best be
managed, and reflect this in contract terms and conditions.
d. Create a cadre of project management and procurement professionals.
2-2 Increasing transparency
a. Share annually, with Canadian industry, the ongoing plan to equip the
Canadian Forces, including project timing and budgets.
b. Communicate openly with industry early, often, and throughout the
process.
c. De-layer the organizational structure and simplify the process.
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2-3 Shifting the “default” decision making to encourage procurement
from qualified Canadian sources – for example:
a. Articulate domestic industrial objectives during the requirement definition stage (i.e. before the procurement strategy is chosen).
b. Shift to rated requirements from mandatory ones in the selection process to ensure overall best value including economic objectives.
c. Shift to indigenous in-service support (ISS) after the warranty period
on significant military equipment procured from off-shore sources.
d. Buy what Government has co-developed with Canadian industry.
RECOMMENDATION #3
STRENGTHEN DEFENCE PROCUREMENT GOVERNANCE
3-1 Create a single point of accountability at the Cabinet level responsible
for both defence equipment and the defence industrial base.
3-2 Create a Defence Industry Advisory Council reporting at the Ministerial level to offer continuing advice to the Government on the creation,
implementation and ongoing management of the defence industrial
policy.
3-3 Create a Joint Industry-Government Procurement Advisory Council
reporting at the ADM level to improve the understanding and management of procurement issues between Government and industry.
3-4 Report to Parliament annually on the state of readiness and competitiveness of the defence industrial base and its contribution to the national
economy.
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