
 

 

 
 

                                                         
June 29, 2012 

 

 

The Hon. David Emerson 

Review Head, 

Aerospace Review, 

235 Queen St, Room 141-F 

Ottawa, ON 

K1A 0H5 

 

Dear Mr. Emerson, 

The Canadian Association of Defence and Security Industries (CADSI) is a national business association 

representing over 900 member companies who contribute to Canada's national defence and security. 

Our sector employs 109,000 full-time workers in Canada, generates approximately $12.6 billion in 

annual revenues (split evenly between domestic and export sales), and includes many of Canada's 

leading advanced technology and manufacturing companies.  

Among CADSI's members are many companies involved in military aviation and space-based surveillance 

and communications (hereafter described as "military aerospace" or the "military segment"). The 

purpose of this CADSI submission is to assist the Aerospace and Space Review Panel in providing 

"concrete, fiscally-neutral recommendations on how federal policies and programs can help maximize 

the competitiveness of Canada's aerospace and space sectors". 

In devising our recommendations, we have defined "fiscal-neutrality" in three distinct ways.  

Through: 

• a more effective use (and better integration) of technology-related tax and program 

expenditures, including unused tax credits;  

• investments in the aerospace industry that create national income and build the fiscal capacity 

of lower-income provinces, in lieu of increased transfers that redistribute existing income to 

equalize provincial fiscal capacities; and most importantly; and, 

• optimizing the economic value to Canada of Canadian Government procurements related to 

national defence and security. 
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CADSI's recommendations, laid out for your consideration in section 3, flow from the analysis described 

in sections 1 and 2 of our submission.  Also included for the Panel's consideration are four Annexes 

relating to (a) Defence Industrial Policy; (b) Key Industrial Capabilities (KICs) in Canada; (c) Reforms to 

Industrial and Regional Benefit policy; and (d) CADSI’s Military Procurement Report submitted to the 

Government in late 2009 that we believe is still relevant. 

While our recommendations focus on policy, process and governance related to military aerospace, we 

trust you will appreciate that many are relevant to the defence and security community writ large.  They 

include, inter alia: 

  

• ESTABLISH AND IMPLEMENT A DEFENCE INDUSTRIAL POLICY  

The Government of Canada should realize its intention, as stated in the 2011 federal budget, "to 

create a defence procurement strategy, in consultation with Canadian industry, which 

maximizes job creation, supports Canadian manufacturing capabilities and innovation, and 

bolsters economic growth". This strategy should seek, in a manner consistent with the 

recommendations in the "Jenkins Report" (Innovation Canada: A Call to Arms), to align relevant 

tax, technology, procurement and trade policies so that they nurture and develop Key Industrial 

Capabilities (KIC) in areas of national economic, security and sovereign interest to Canada.  

The concept of a Defence Industrial Policy is explored in more detail in Annex A, while Key 

Industrial Capabilities in Canada are identified in Annex B. 

• IMPROVE DEFENCE PROCUREMENT PROCESSES, PRACTICES AND PREFERENCES 

The Government of Canada should reform its procurement processes, practices and preferences 

to achieve more effective program delivery and to optimize economic value to Canada. 

Appropriate changes should be made throughout the procurement process to optimize the 

participation of Canadian suppliers in the actual contract award, including: a Cabinet approved 

industrial plan at the initial project approval stage; and, an effective challenge and validation 

function at options analysis and project definition phases. In addition, the Government of 

Canada should build on the 2009 IRB policy changes to further leverage the post-award 

economic obligations of successful contractors. 

• The Government of Canada should follow the Australian and British models for IP transfer and 

ISS contract awards (when the OEM is not teamed with a Canadian ISS provider) by (i) 

mandating the OEM supplier to provide ISS during the warranty period, while (ii) running a 

competition during the warranty period (and requiring sufficient IP transfer) to enable a 

domestic prime contractor(s) to manage and maintain the purchased fleet through its full life-

cycle. 

Proposed improvements to the Industrial and Regional Benefits program are examined in 

greater detail in Annex C, while the CADSI's Military Procurement Report of late 2009 can be 

found in Annex D.  

• RE-AFFIRM SUCCESSFUL SPACE PROCUREMENT POLICIES AND PRACTICES 



3 

 

The Government of Canada should re-affirm the long-standing "Canada First" policy for space 

procurements and continue the "Team Canada" concept in major space procurements, with the 

requirement that the Canadian prime contractor utilize the sub-system and component supplier 

base in Canada. 

 

• KEEP CANADIAN TRADE POLICIES AND PRACTICES UP-TO-DATE AND INTERNATIONALLY 

COMPETITIVE 

The Government of Canada should immediately remove from the Schedule of the Canadian 

Controlled Goods Program (CGP) those goods and technologies that are no longer part of the US 

Munitions List (USML); and maintain a harmonized CGP/USML list into the future through a 

regular review and update of Canada's Export Control and Automatic Firearms Country Control 

Lists.   

• ESTABLISH MORE EFFECTIVE AND ACCOUNTABLE GOVERNANCE 

The Government of Canada should create a single point of accountability at the Cabinet level 

responsible for devising and maintaining an integrated approach to defence-related production, 

procurement, the defence and security industrial base and trade. 

We trust the Panel will find our recommendations to be concrete, practical and fiscally-neutral, and 

would welcome the opportunity to discuss them further with you personally at your convenience. 

Respectfully Submitted, 

 

Timothy I. Page 

President 

 
 

 

 

 


