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Panel 1 – Canadian Defence Procurement – State of the Union 

Claude Rochette – Associate Deputy Minister, Department of National Defence 

Michael Vandergrift – Associate Deputy Minister, Public Service and Procurement Canada 

MGen. Hercule Gosselin – Chief of Programme, Department of National Defence 

Moderator: Dave Perry– Vice-President and Senior Analyst, Canadian Global Affairs Institute 

 

Where does defence procurement in Canada stands today and at what stage is its 
implementation? 

Claude Rochette 

• The Department of National Defence (DND) has a positive track record, marked by 
increased flexibility. In 2018, DND had 12,000 contracts, most of which were small 
(about $1 million each) and delivered on time and on budget. Larger, longer-term 
projects are bound to be delayed early in the process; the focus is on delivery itself.  

• In terms of capital expenditures and sustainment projects, DND spent $4.9 billion in 
2016, $5.9 billion in 2017, then $6.1 billion in 2018. Every year, DND is increasing its 
expenditures. Out of the 300+ projects laid out in Strong, Secure, Engaged (SSE), 238 
are in the close-up or implementation phase; 105 of which are closing or have been 
completed.  

• DND has engaged with consultants and has coordinated with the Five Eyes community, 
which has increased oversight. Trust between agencies has improved; the Treasury 
Board Secretariat (TBS) has increased the ceiling of DND in-house procurement project 
to $5 million. Consequently, DND has now control over most of its projects (up to 80%), 
alleviating the burden on Public Service and Procurement Canada (PSPC). 

 

What are some of the PSPC procurement activities, including engagement with the industry?        

Michael Vandergrift 

• Last year has seen major progresses in some capital projects: the requests for proposal 
(RFP) for the future fighter procurement have been issued, a contract with General 
Dynamics to procure 360 armoured combat support vehicles has been signed, Lockheed 
Martin Canada has been selected for a shipbuilding contract in Halifax.  
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• The Government of Canada has made announcements to build ships for the Coast Guard, 
constructing 16 multi-purpose vessels, 2 A-ops vessels, and 6 ice breakers (to be 
completed by a third shipyard under the National Shipbuilding Strategy).  

• There are major procurements under way, at the stage of RFP release, e.g. the Victoria-
class submarines and logistics vehicle modernisation. There are many opportunities to 
engage with industry and academics on how to procure results in the Canadian Armed 
Forces (CAF), including a pilot project initiated in 2018 with TBS and DND.  

• PSPC tries to streamline procurement contracts, for which the IDEAS program is helpful. 
Between December and June, PSPC has had 9 contracts worth $2.5 billion, which it has 
signed independent of TBS. The cure period has increased, giving opportunities for 
bidders to receive feedback from the government on how to meet requirements. 

• A review of contract requirements drafting and opening the procurement processes are 
necessary. DND also wants to create incentives based on performance and outcomes. 

MGen Hercule Gosselin 

• Capital projects are moving forward, thanks to years of partnerships with industry and 
other governmental agencies. 

• DND has developed analytical and workforce professionalization tools in order to 
improve data management, project access, troubleshooting, and investments. It has also 
re-designed the project directive tab in order to assist the staff involved at all phases of 
the project lifecycle. Executive level analytics have been modernized, and new business 
intelligence and tracking tools are in place.  

• These tools help save time and resources, facilitate decision-making, and offer greater 
insight into previously ungoverned spaces. They enable senior leaders to get ahead of 
challenges and adopt evidence-based positions. The training occurs online and expands 
procurement-related capabilities beyond the National Capital Region. 

• DND has created a project approval course, and the defence resource management 
courses have been renewed, thanks to the help of key partners. 

 

As all these changes go through and procurements move forward, what happens to the plan 
outlined in SSE? How will it evolve over time? How can industry see these evolutions?  

Claude Rochette 

• CAF/DND are becoming more transparent with industry, sharing where the progresses 
and the delays are. DND is completing a review of its capital investments funds, will 
work with Finance to align funding, and will subsequently inform stakeholders.  
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If streamlining works, are there more opportunities for risk-based approaches? What will be 
the tangible impact for the stakeholders? What are the opportunities in that space? 

Michael Vandergrift  

• PSPC is always exploring where to allocate resources, especially in the first 6 months of a 
project. The goal of industry engagement is to identify ways through which to streamline 
the process and how to evaluate proposals.  

• The government is open to greater dialogue with industry and to do away with more 
traditional approaches.  

 

How can stakeholders outside of government get a sense of where changes are being made?  

MGen Hercule Gosselin 

• The CAF is building tools to ensure the process is flowing at the right tempo. The goal 
is to be true to the released and available documents, so that the industry can take 
cues from the investment plans and engage when the plan says they can. 

 

There are different routes for different projects: how can stakeholders see the path; how can 
they know how a project is going to develop?  

MGen Hercule Gosselin 

• This is about projects moving at the right rhythm. It is partly the role of the Assistant 
Deputy Minister (Materiel) to reach out when projects are mature.  

 

What aspect of implementing SSE is going better and what is more challenging?  

Claude Rochette 

• DND is closing its smaller projects very quickly, because the chain of command does not 
have to be involved in its entirety, i.e., lower leadership levels can move them forward 
without directly involving the Chief of Defence Staff (CDS). Long-term projects do not 
have the same visibility and are harder to cost – more consultation will enable more 
accurate budget drafts. 

• DND is engaging industry in problem-solving projects more directly through the IDEAS 
and MINDS programs. DND has also increased its use of requests for information (RFI) 
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to discuss with industry about the role it can play; when the RFP is written, there is a 
strong mutual understanding over the requirements for the project.  

• If a bid is not successful, DND hosts a “de-cure period,” in which it debriefs unsuccessful 
bidders and allows them to bid again. Unsuccessful bids are often due to 
miscommunication and misunderstanding.  

 

Michael Vandergrift  

• The link between policy planning and the implementation of major projects is strong. 
The challenge is to ensure the continuity of this capacity, thanks to adequate training.  

 

MGen Hercule Gosselin 

• There is unity of purpose and a strong level of communication between the 
departments. Internally, there is more agility, and the leadership is open to consult in 
order to improve problem-solving. DND has built the tools and a governance agile 
enough to move forward efficiently.  

 

Q&A Session 

Compared to other time periods, there is a higher number of big projects with increased 
complexity (over the $1 billion threshold) moving ahead at the same time. Recognizing that 
those projects take more time, how are you managing the concurrency aspect? When you have 
these big projects, the time and route forward are going to take more time and are going to get 
more scrutiny; how do you balance this?  

M. Vandergrift: What is key is where the government allocates resources and governance. 
Governance between departments works quite well in managing large projects, keeping on top 
of them, trying to execute decision. That governance exists at different levels.  

C. Rochette: With the authority for projects up to $5 million, DND is hiring more staff and 
program officers to become professional procurement officers. DND delegates authority at lower 
levels earlier in the process in order to make decisions faster, spare time and reallocate it 
elsewhere. The higher the processing rate, the more work the staff can do. 
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Does the PSPC pilot project for risk-based approach consider industry perceptions of risk?  

M. Vandergrift: Risk assessment is completed by officials towards the end of the procurement 
process, when the contract has been awarded and is informed by discussions with industry. 
PSPC develops contextual knowledge around the contract, looking at legal and implementation 
risks. There is going to be an evaluation process to see if the pilot project bears the expected 
results. 

 

Will there be an opportunity for DND to align with PSPC if the pilot project is successful? 

M. Vandergrift: This is something PSPC and DND are considering. The first aim was to try and 
align contract authorities with project authorities so that high-risk projects are all going to 
Treasury Board. 

 

What changes do you envision to overhaul contracting, recognizing that you are going to need 
a new relationship, based on more transparency, openness, and trust? How are you getting 
ready for the future? 

M. Vandergrift: PSPC is starting to test methodologies for more agile procurement in the IT 
space: rapid deployment testing is the priority.   

MGen Gosselin: Obsolescence in IT is a central concern. Capabilities need to evolve, accelerate, 
and follow the pace of technological advance. This is a contemporary question that encompasses 
all the capabilities DND and the CAF will need in the future.  

 

How does the government –across departments– communicate externally about where 
projects are? How does it balance innovation with a system that is designed to resist change at 
all costs? 

C. Rochette: The challenge for DND is to apply practical change when it comes to larger projects, 
e.g., increase tolerance to risk and information sharing. The government is aware that 
technology is a key driver, even for capabilities not inherently connected to IT. There is a strong 
commitment to engage more with industry –developing the proper structure is necessary.  

M. Vandergrift: The government has to test within legal and regulatory frameworks, for which it 
receives substantial legal advice: regulatory frameworks are more flexible than imagined. There 
is internal push for PSPC to assess risks more consciously and deliberately, and to speak more 
openly with practitioners and academics. 
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Keynote I: Australian Defence Industry’s Next Challenge: Sovereignty.  

Millie Keating, Associate Director, Management Consulting, Advisory, KPMG Australia 

• The Government of Australia has implemented measures to enhance its partnership with 
the defence industry in order to facilitate innovation, collaboration, a greater diversity of 
expertise within industry, increased defence exports, and the identification and 
production of critical industrial capabilities, including a steady shipbuilding industry. 

• In 2015, the Capability Acquisition and Sustainment Group (CASG) was created. It 
presented a new business model: it is a contract management, assurance, and 
governance organization legally and financially integrated into the Department of 
Defence with a smaller, more efficient team with a clear mandate.  

• CASG’s role was to reduce the potential friction between policymakers and policy 
implementers. It uses a risk-based approach to capability acquisition and sustainment, 
and maintains its own relationships with industry. The Department of Industry, 
Innovation and Science sets policy; CASG implements it. 

• Between 2016 and 2019, the government published a series of policies that addressed the 
changing geopolitical environment: The Defence White Paper; the Integrated 
Investment Program; the Defence Industry Policy Statement; the Naval Shipbuilding 
Plan; Defence Export Strategy; Defence Industrial Capability Plan; Defence Industry 
Participation Policy; and the Defence STEM Skilling Strategy. They led to the creation 
of the Centre for Defence Industrial Capability, a service agency that supports industry in 
bidding to the Department of Defence. These policies embody the overarching vision to 
cement industry as a fundamental input to capability and to align the government’s 
defence strategic objectives with those of industry.  

• When it comes to offsets, CASG delivers capabilities through the Australian Industry 
Capability Program. The program applies to all material procurements over $20 million, 
allows the supplier to choose to either maximize or optimize Australian industrial 
capabilities, and proposals are included as part of a supplier’s contract tender and are 
then incorporated into the final contract. This ensures accountability.  

• The current challenge for Australia is the sovereignty of its defence capabilities. A 
sovereign capability does not have to be made in Australia. Rather, it has to be readily 
available and can be maintained in Australia. Examples of sovereign industrial 
capabilities are a continuous shipbuilding program, a small arms munitions production, 
and Collins-class submarine maintenance. The country now looks for assurance of 
supply in these areas, especially where industrial supply is low and defence demand is 
high.  

• The Department of Defence and the Australian industry have redefined their 
partnership, and now engage conversations earlier and more frequently. To move 
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forward, the Australian defence establishment needs more diversity, and the government 
also needs to build the ‘middle’ (small and medium enterprises) of its defence industry. 

 

Panel II: Offsets – Is the ITB policy delivering?  

Rich Foster – Vice-President, L3 Harris Canada 

Dr. J. Craig Stone – Vice-Chair, Department of Command, Leadership and Management, 
Canadian Forces College 

Brian Botting – Director, Strategic Offsets, General Dynamics Missions Systems  

Nicolas Todd – Vice-President, Government Relations, Canadian Association of Defence and 
Security Industries 

Moderator: Stephanie Batstone – Managing Partner, NyRad 

 

Stephanie Batstone:  

• The initial intent of the Industrial Technology Benefit (ITB) policy was to maintain 100% 
of the contract value in the country. But it has led industry to bid over their contract 
values to gain points during the bidding process. Some argue that it creates an uneven 
playing field. 

 

Are these overcommitments a problem or a successful outcome of the policy? 

Rich Foster: 

• The ITB policy and value proposition are beneficial to Canada, as they incentivize 
companies to commit upfront to the country’s economic growth. But overcommitments 
introduce unnecessary risks in terms of delivering the equipment of best value for the 
Canadian military, because the focus is now on quantity over quality.  

• Prime examples of value propositions are the Canadian government purposefully 
investing in intellectual property (IP), committing to develop capability overtime for the 
CF-18 project during 1980s, and the collaboration between Lockheed Martin and the 
Royal Canadian Navy to develop a world-class product. 

• Overcommitting indirect capabilities is not necessary to complete projects. Rather, the 
government and industry have to focus on what Canada’s sovereign capability needs are, 
i.e., where to invest in terms of defence capability at home. It requires strategic thinking.  
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What are the risk management responsibilities – both in government and industry– when 
meeting these objectives in value proposition? 

Brian Botting: 

• Bidders overcommitting can be seen as a success. However, now there is a shift away 
from buying at the right price; the focus has been placed on industrial development 
outcomes. It is not a problem for companies at the OEM level (tier ones such as General 
Dynamics or Lockheed Martin) to deliver on the overcommitted promise. Making 
investments in Canada is generally a good thing, as long as it stays in the defence sector.  

• The problems emerge for small and medium enterprises (SME) that have been pushed 
on long-term procurement obligations and that have accepted far too high an offset 
requirement. The government can control it by keeping it at higher levels as opposed to 
pushing it down supply chain. 

 

Do you think the government has a role to play in policing flow down of 100% commitments to 
SMEs? 

Nicolas Todd: 

• Industry asked for new ITB requirements so that investments in Canada’s industrial base 
could happen, and because it thought the previous 10% requirement was not sufficient. 

• The government needs to take on an evidence-based approach to identify and solve 
problems, as well as reaching a consensus with industry. The diversity of industry can be 
a constraint to that consensus; it also explains why the ITB policy can have some 
unintended consequences.  

• Is overcommitment a challenge? Inherently, it is not necessarily a bad thing, but the 
issue is whether it can be delivered upon. The real questions are about how much of that 
balance should remain with the prime and tier one companies, and how much should be 
allowed to flow down the supply chain. The government ought to be conscious of and 
avoid the risk deter investments in Canada. With regards to SMEs, further evidence is 
required; the government should not rely on one outlier case to inform policy.  

Rich Foster: 

• There is a risk that the government will start regulating flow downs, but the choice of 
overcommitting is an internal decision in which the government should not interfere. 
Every CEO who signs on that overcommitment is aware of its implications.  
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What is the cost of the ITB policy in Canada and who bears that cost? 

Dr. J. Craig Stone: 

• The academic literature is very mixed on the topic of offsets, in part because they delve 
into the space of arms trade, which has negative connotations. The way economists view 
offsets is problematic: standard economic theory starts from the point that offsets are 
economically inefficient, welfare diminishing, reflect trade diversion rather than trade 
creation. Another criticism from academia concerns a lack of transparency and visibility 
of the costs: companies do not publicly share them. 

• The flipside is that compound annual growth of 3.5% and obligations are set to increase 
by 36% between 2012 and 2021, or $45 billion. Everyone is doing offsets, but there is no 
good empirical evidence to suggest it is beneficial to the national economy in the long-
term. Some of that goes to the lack of empirical evidence – the question then becomes: 
are industries actually doing what they said they will do? 

Nicolas Todd: 

• Every country has some form of offsets, of promoting its defence industrial base. They do 
it differently; the costs and benefits are incurred differently.    

Stephanie Batstone: 

• The requirements for value proposition are evolving significantly, against industry 
expectations. There are also competing policy environments within government that are 
making things harder for industry.  

 

Under the ITB regime, the government incentivizes defence exports, causing confusion and 
unpredictability. What is CADSI hearing on this issue? 

Nicolas Todd: 

• Out of $10 billion in annual sales, 60% are exports; it is essential to have exports in order 
to have a viable domestic industry. The ITB policy incentivizes expanding Canadian 
exports. This is working, there was $2 billion worth of exporting opportunities.  

• The growing market is in Middle Eastern countries whose defence budgets are 
expanding and domestic defence markets are competitive, which they are leveraging in 
order to advance their security interests. Responsible exporters are trying to follow the 
rules, but these rules are not always clear – industry needs to be upfront and ask what 
countries are proposing in the long sale cycle. 
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• There is a disconnect that needs fixing between what ISED incentivizes and what the 
government is willing to approve, especially since the government uses export controls as 
a tool to express disagreement in bilateral relations.  

 

Since recently, the government has been seeking to leverage more and more commercial work 
through the value proposition. It seems to be a departure from the DPS. Can you comment on 
points at bid time for non-defence commercial work? 

Brian Botting: 

• An offset policy is all about building domestic defensive capability, which the 
government of Canada seems to want. But if the Key Industrial Capabilities (KICs) 
through the ITB policy no longer carry this goal, then there will be a disconnect between 
ISED’s and DND’s procurement objectives. The government needs to bring it back to 
being a defence policy.  

Stephanie Batstone: 

• Commercial work and dual-use technologies are important to the Canadian defence 
industry. But the introduction of non-defence commercial work at bid time creates a 
disconnect with the defence objective.  

• There is also a move towards leveraging more social impact or socioeconomic benefits 
through defence procurement. 

 

Do you think industry is well-placed to solve broader social policy issues through defence 
procurement? 

Rich Foster: 

• Industry is solving these problems on its own. For example, CAE, Thales, and L3 Harris 
have introduced a Canadian industry leadership award focussed on diverse groups that 
hires fourth-year STEM and mentors them to become key executives in their companies. 

• Industry does not need to be dictated through a procurement requirement; it creates 
social programs without external incentives. Industry is very aware of social policies, and 
companies understand that Canada is a progressive country.  

Stephanie Batstone: 

• A few contracts have been signed recently, and a long list of procurement RFPs are to 
follow in the next three years. Unfortunately, seeing the impact of these generational 
projects will take time, and access to meaningful data will be a challenge. 
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What evidence do we have to demonstrate that this evolution in requirements is working? 

Dr. J. Craig Stone: 

• Canada has just started gathering evidence to demonstrate companies are acting on their 
promises and what their economic benefits have been. The marketplace remains opaque; 
concerns over IP make large prime and tier-one companies afraid of visibility. Full 
transparency will be a challenge to obtain.  

• The underlying problem is that industry does not trust the government to live up to its 
commitments in the long term, and the government is concerned that industry might 
impose additional charges and costs. The situation is improving, but the government has 
to accept some risk in this space. 

Stephanie Batstone: 

• Part of the Defence Procurement Strategy is to bring industry and the government 
together, to establish trust by managing expectations. But caution remains. 

Nicolas Todd: 

• Until 2015, there was no set of data with mutually agreed criteria; data was kept 
separate.  The government has to understand industry in order to develop meaningful 
policy, a Statistics Canada/ ISED survey might help obtain information. 

• In 2014, Statistics Canada issued a survey, but industry did not fill out the R&D section. 
It is difficult for the government to set macroeconomic policy based on innovation 
without knowledge of where industry stands and what it wants. It is important to have 
data to lead to better policy and better outcomes.  

Dr. J. Craig Stone: 

• The government and industry should consistently share results of whatever data they 
have over time. But, even when results are presented, it is difficult for academics to judge 
patterns and trends, because the criteria are not consistent over time. The data on 
economic impact differs every time, impairing long-term assessments.  

Brian Botting:  

• A lot of attention is on the CSE and future fighter projects, and General Dynamics-Land 
Systems’ sales to the Saudis. There is too big of a focus on anecdotal data, overshadowing 
the successful projects and the positive patterns that develop overtime. 
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Q&A session 

Why do commitments to aspects such as job creation have to be embedded in the evaluation 
process? Why can this not be structured outside, as it was before? 

S. Batstone: Value proposition represent 20% of the bid points, but it should never determine a 
bidding win or loss. The question is whether the government is writing the methodology 
requirements properly. When offers are similar, then value proposition tips the balance. 

R. Foster: Some companies have won projects on value proposition when it was based on 
providing IP, providing innovative ideas that will bring value to Canada, and providing jobs that 
are directly related to the product being delivered. But there has been a departure from these 
tests.  

 

How can a Canadian start-up improve its leveraging capability with regards to ITB? 

B. Botting: Artificial intelligence has shown up as a KIC, and bidders are rewarded if they bring 
SMEs into the supply chain. 

Dr. Stone: Canada is one of the first countries in the world with an AI strategy, with three 
academic institutions leading the field. But there is no coherent industry policy connecting 
defence to AI. 

 

Are the thresholds at which Canada is trying to implement these policies set appropriately? 

N. Todd: Defence industry provides a critical input to capability. But, until the mindset is 
changed, until defence industry gets involved in different ways, there will be no progress. 
Canada needs to remember how central to economic and national security the defence industry 
is and how it can help the defence department meet its capability requirements and objectives.  

S. Batstone: The second piece is implementation. The policy has serious goals, but it has no use 
if implementation cannot help meeting these goals. The government should take into account 
that value proposition has increased the cost of bidding. 

N. Todd: If industry is isolated, the government only sees costs, not the benefits. Then cutting 
the defence budget becomes logical. Industry needs to show the socioeconomic benefits to 
Canada. 

 

The Government is increasingly using value proposition and ITB as a substitute for its own 
strategic decision making on R&D, which is preventing the development of other programs 
that will lead Canada into the future. Is this a concern shared by the other panellists? 
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Dr. Stone: The difficulty is assessing where Canada should invest for the future. Canada has a 
long history of communication capability, but the government is not leveraging it, despite the 
potential benefits to the North. The government needs to specify the capabilities it wants and 
can provide. Canada has invested money in research chairs for innovation, but there are no 
investments in the defence industry, further demonstrating a lack of coherence across the policy 
space.  

 

Keynote II: Leveraging the National Industrial Technology Base for Great Power 
Competition.  

Bill Greenwalt – Senior Fellow, Atlantic Council 

• The National Technology and Industrial Base (NTIB), signed in 1992, aimed to keep a 
strong relationship between the Canadian and U.S. industrial bases following of the end 
of the Cold War. It was born from the awareness the U.S. needed to think about the 
health of Canada’s industrial base when reflecting on its own. In 2016, Senator John 
McCain sponsored the inclusion of the U.K. and Australia to the NTIB. 

• The NTIB nations agree to put in place policies and collaborate through foreign direct 
investments, economic growth, and innovation in order to address growing threats. 

• Since the end of the Cold War, the U.S. technological dominance has eroded. It is now 
the commercial marketplace that is driving innovation, but regulatory barriers in the 
realm of emerging defence technologies has impaired cooperation.  

• A different model of innovation, with new acquisition pathways, is needed to return to 
the more agile and iterative innovation of the 1950s-60s. Silicon Valley and other non-
traditional companies need to be brought into the defence industrial base. 

• In 2014, Sen. McCain recognized that the U.S. military and the defence industrial base 
were poorly equipped to deal with fast-emerging threats. Military spending in the U.S. 
had become more and more of a social program; incentives for research, development, 
and innovation have become distorted. 

• Sen. McCain believed the U.S., U.K., Australia, and Canada needed work together to re-
establish technological dominance and integrate their industrial bases. Each has niche 
capabilities. There are potential synergies to leverage.  

• Development and procurement processes are now too weighty. In the U.S., studies 
suggest that it takes on average eight years for a new idea to be formalized in a contract. 
On average, it takes 16 years to develop and field a new technology.  

• Today, departments of defence need to embrace the risk of failure. The U.S. needs to 
return to a disruptive innovation model: Silicon Valley iterates, fails fast, and moves 
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quickly. China has fused its commercial and defence industries together, as the U.S. once 
did.  

• In 2015, Sen. McCain implemented new bureaucratic processes and gave DoD new 
pathways to streamline defence procurement and incentivize disruptive innovation.  

• The NTIB nations must work on becoming more agile, which can be done through 
removing the barriers to the marketing and sale of Silicon Valley and industry’s most 
advanced capabilities in the defence sector and creating a defence free-trade agreement 
between within the NTIB.  

• Many still believe the U.S. is not behind in terms of innovative capability; others think 
that if it is behind, light reform can rectify the issue. Neither sees the problems in the 
current structure. The U.S. has a strong incentive to facilitate R&D and innovation with 
its Allies. The solution might lie within the NTIB or through learning best practices. 

 

Q & A Session 

Would the Coalition Warrior Interoperability Demonstrations (CWID, built by the Five Eyes) 
be a model for cooperation? 

The U.S. is starting to look beyond a zero- to two-year model and is getting to the core issues: 
technology transfer and IP. CWID seems to be a strong model. 

 

Panel III: Agile High-tech procurement in the government of Canada  

Levent Özmutlu – Director General, Services and Technology Acquisition Management Sector, 
Public Service and Procurement Canada 

Mollie Royds – Director General, Services Acquisition, Materiel Group, Department of National 
Defence 

Moderator: Gianluca Cairo, Industry Principal, Ceridian  

 

The term “agile” has become the latest and greatest solution to improving procurement. How 
broken is the procurement framework? How revolutionary does a solution need to be?  

Levent Özmutlu: 

• Openness, fairness, and transparency, on which the procurement system is based, are 
difficult to reach.  
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• The government presents very prescriptive requirements and overly complicates criteria 
so as to prevent contractual issues, defend decisions, and avoid contestation. 

• In some cases, the government loses sight of and fails to reach optimal outcomes because 
there are no measurements for evaluating success. Overly specifying requirements is not 
necessarily positive: It creates rigidity and does not always lead to the expected outcome.  

• Recourse to more agile methodologies has increased: The government is now issuing 
challenge-based procurements, laying out what it wants without defining the means to 
achieve it. It is more in line with the way industry innovates and develops technology. A 
number of recent projects have followed that path of more organic growth. The 
government is now focused on changing its procurement culture.  

Molly Royds: 

• The pace of change and emerging realities demand the government rethinks 
procurement and how it addresses problems. The government needs to look where agile 
concepts can be applied: it must be more outcome-focused and seek collaboration, 
iteration, and continuous improvement.  

• There is an emphasis on the people component, with DND focusing on the 
professionalization of its procurement community and seeking greater collaboration 
with the CAF. DND co-locates within their teams and works closely with partners at 
PSPC. But the defence community needs to look at industry as well.  

• It means looking at risk differently and moving away from templates. Part of being 
successful is to be collaborative, better understand the market, and identifying what 
expertise is available.  

• Working with the system and the framework already in place is possible. DND has made 
important changes in defence procurement within the last few years: a risk-based 
procurement pilot and increased contracting authorities within DND, such as the 
Independent Review Panel for Defence Acquisition’s challenge military requirements.  

 

Is the government bringing on the right people to think creatively about the desired outcomes 
within the current framework?  

Levent Özmutlu: 

• To address capacity, the challenge is twofold. One is attracting the right talent. The 
government needs new flexible methods of hiring. The other is managing the 
expertise of the people already working in the public service.  
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• Resistance to change does not happen for its own sake: people have concerns, and 
leaders have to address them. The methodology handbook to agile procurement has 
alleviated some concerns, established a form of standardisation, and a level of 
professionality in procurement that has led to the right outcomes.  

Molly Royds: 

• The focus is on growing the procurement community. DND emphasizes student and 
youth recruitment and capitalizing on the talent it already has.   

• Because recruitment is challenging, the agencies within the public service need to 
work together to recruit the right people. Changing the risk-adverse mindset within 
DND is also necessary: traditional approaches may help mitigating risk, but the 
evolving environment demands more flexibility.  

• From a leadership perspective, training the workforce is critical. It requires making 
the new approaches easy and increasing awareness of the pathways to success.  

 

What role should industry play? How can industry be included and become aligned with the 
desired outcomes?  

Molly Royds: 

• Engaging with industry early, avoiding overly detailed specifications, and being 
outcome-oriented are important. Industry also needs to ask questions and communicate 
its needs.  

Levent Özmutlu: 

• Industry is a key player for successful procurement outcomes. Ensuring industry 
engagement and determining procurement needs and how to obtain them is critical. 

• The government has put in place extensive consultation processes with industry, in 
which they create co-statements of work and evaluation criteria. There is now an 
openness to different ways of doing things, as long as the objectives are met.  

• Another aspect is trusting the integrity of the procurement process. Buying in the 
procurement process, embracing flexibility, and trusting the evaluation are necessary for 
those involved to be comfortable with the outcomes. Having a constant exchange will 
help increase industry’s level of comfort.  
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Does engaging with industry early reduce bidders’ frustration if they have not been selected?  

Levent Özmutlu: 

• Having conversations along the way helps inform the stakeholders on the evaluation 
criteria and what led to the selection of one bidder instead of another. If bidders feel the 
government has listened to them and taken their input into account, they will feel less 
frustrated. Transparency is crucial.  

• The government is doing away with a paper-based RFP exercise and is allowing industry 
to directly demonstrate what it can do and enjoy the process. Such openness leads to 
greater acceptance of the selection outcome. 

Molly Royds: 

• DND has focused on bringing industry in the process in order to obtain expertise and 
assess whether the RFPs make sense. There are opportunities to make adjustments 
because the processes evolve as they move forward. The department cannot stick to a 
linear process if it wants to reach the desired outcomes; it needs to be open to alternative 
methods. This is what engagement with industry brings.  

 

Q&A session 

How does the government reconcile agile procurement with the more rigid tools put in place? 
How is the translation between practicality and the system in place done?  

L. Özmutlu: PSPC is undergoing significant transformations to modernize the system. Generally, 
RFPs will not contain hundreds of pages of technical criteria; what is to be laid out are the 
challenges, the types of outcome sought: what can bidders do to achieve this? This is a common 
approach in R&D, and the IDEAS program follows it. The government also has Innovation 
Solution Canada, an open process through which people can put forward ideas on how to meet 
the outcomes being sought.  

 

How are you going to translate agile procurement to the rest of PSPC and DND? What the 
industry is currently seeing is progressive risk aversion in the recent RFPs, and the technical 
criteria are simply ticking the boxes. 

M. Royds: This is challenging; changing mindsets and professionalizing the procurement 
community in a complex space are critical. Not every procurement is reflective of this reality. 
DND has some good examples of things it has done through an agile methodology and context. 
Changing the system from within takes a lot of time.  
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L. Özmutlu: There is a lot of work to be done, and evolution is visible in the technology 
acquisition side of PSPC. This conversation is very recent, and the current mindset is to consider 
agile and make the staff involved more comfortable with it. 

G. Cairo: Key to this is people, especially on the technology side. It is important to have the right 
number of people with the right skills. The public service is very important in procurement, and 
it is absolutely crucial to attract young, aggressive, optimistic people.  

 

Is there any effort to create of an environment with a mindset of swift procurement that better 
deals with technological change?  

L. Özmutlu: A process that is not overly specific in outlying expectations lends itself to doing 
things more quickly. But there are legislative processes that take time and that cannot be 
circumvented. The government is now setting up procurement vehicles that are self-serve on 
behalf of clients. This is more prominent in the technological and service world. Once a solution 
to a specific challenge is found, these services need to be more open and more predictable, in 
contrast to re-inventing the wheel with every project. 

M. Royds: How to move things faster needs to be explored further, but it is a difficult 
undertaking. What can be done is evolving as the processes go along, given how fast technology 
actually moves.  

 

Panel IV: Procurement Agility: Industry Perspectives 

Kevin Aguanno – President, Procept Associates Limited  

Jerry Mclean – Managing Director, Defence and Security, Thales Canada 

Al Amlani – Director, Cyber Programs, General Dynamics Missions Systems Canada  

Debra Zides – Defense Acquisition & Policy, Mitre Corporation  

Moderator: Mark McKiel – Director, Project Management Support Organisation, Department of 
National Defence Materiel Group 

 

In terms of defence methodology, there has been some policy change in the U.S. that are 
targeting more agile approaches for defence acquisitions. Where do those interrelations 
between policy and guidance occur? How can Canada leverage those lessons?  
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Debra Zides: 

• The military no longer has the time or the resources to sit on schedule as it used to in the 
1990s. The U.S. is seeing trends that enable acceleration of innovation and technology. 
Sen. McCain believed Congress needed to help DoD break from an antiquated 
bureaucracy that has slowed programs down.  

• There are two key areas in which Congress has moved forward. The National Defence 
Acquisition Act, Section 804 (2016): for middle-tier acquisitions, Congress said it would 
waive some of the civil processes that often delay delivery if DoD produced prototypes in 
less than 5 years and fielded to war fighters in less than 6 months. Then came the U.S. 
Code, Title 10, Section 22-23 Bravo, in which Congress advised DoD on the need to form 
IP cadres. IP demands DoD turns to non-traditional actors, such as Silicone Valley. 

• In light of these new laws, the Secretary of Defense and the acquisition and technology 
logistics teams decided to rework their own bi-policies and come up with a new adaptive 
acquisition framework. This framework provides the choice between six pathways, 
allowing for more flexibility.  

• To leverage freedoms, authorities, policies, and statutes, the Services are creating 
innovation research hubs to actively seek innovation. The result now is a lot of 
opportunities at the acquisition and program execution levels, allowing for more creative 
contracting strategies and reducing contracts length from 600 days to 90 days.   

 

How does one go about contracting when using an agile approach? 

Kevin Aguanno: 

• The U.S. has become aware that the time it takes to secure hardware or software in 
technology fields makes it obsolete once it reaches the hand of servicemembers. The 
adoption of an agile procurement model helps staying current. 

• Agile practices have put a lot of control back in the hands of the buyer and have allowed 
the reprioritisation of requirements as business needs change. As a result, companies 
will have to take some of the risk, but will have more say over the priorities and what 
they believe needs to be done. The natural contracting model for this is “cost + time + 
materials,” but the problem is that a lot of budgeting processes need fixed prices. 

• To address this, a lot of innovative contracting models have been developed and applied 
to defence. One central model involves using fixed price and fixed timeline, but the 
project is divided into 2 phases: the mandatory phase holds a more traditional approach, 
laying out the must haves, which are generally stable; phase 2 breaks it up into stages 
and aligns funding and the authorization on a stage by stage basis, leaving room for 
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innovation. The stages have a fixed price, but the content of these stages can be variable. 
It allows for experimentation and adaption to the marketplace without having to go 
through long procurement processes, and puts decisions back in hand of business. It is a 
successful model in the intelligence community. 

 

What are some of the challenges and opportunities based on investments in artificial 
intelligence? 

Jerry Mclean: 

• Agile procurement using AI and big data analytics now come from the civil market. If 
these businesses do not continue to evolve on a synchronous basis, they will lose the 
market overnight. Defence cannot keep up with that pace. 

• The civil sector is much quicker; businesses chunk out the capabilities that are critical to 
the performance of their business and get to a minimally viable product in 6 months and 
get it to the market. Defence is incapable of being so swift; it requires a prescriptive 
solution development. DND should not be spending five years to get the specifications 
perfect, it creates procurement cycles that are excessively large. DND needs to define 
what it needs at the highest level in no more than five pages.  

• There is currently a shift in the risk management component of DND, e.g., the National 
Shipbuilding Strategy presented a small procurement document, and the Aegis program, 
which went from conception to selection in less than three years. DND sought who was 
the best technological capable team that could provide capabilities and established a 
collaborative enterprise through which risks and accountability were shared.  

 

Are there best practices around successfully balancing procurements that technology advances 
with meeting operational needs in a timely fashion? What factors enable that? 

Al Amlani: 

• General Dynamics used a capability delivery approach in 2 successful programs, one 
with DND for the army’s tactical network, and one with the U.K.’s Ministry of Defence. 
The fundamental element was flexibility in defining the solution space, i.e., designing a 
procurement approach that allows solution space to remain open just enough. 

• Trying to find a happy medium early on is not desirable, because things will change 
throughout the process. It creates a predictability challenge and an environment rife for 
ambiguous procurement designs. The delivery model proactively handles technology 
advances and is focused on providing for the needs of today.  
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• There are 5 success factors that could be infused in a procurement capability model: 1) 
underpinning the contract structure must allow for concepts of progressive capability 
definition, elaboration, and delivery; 2) trust between industry and government is 
paramount– ineffective contract mechanisms will inhibit trust; 3) incentives around 
schedule performance and cost-saving; 4) capability–based procurement design that 
needs to be laser focused on agreeing upon the definition of “done”, i.e., very clear 
disclosure criteria and incorporated closure ceremonies in engineering processes; 5) 
build-in persistent end-user engagement as an ongoing calibration mechanism.  

Kevin Aguanno: 

• A study from 17 years ago of 3,500 CIOs on software projects shows that one half to two 
thirds of features were not used, because of the linear nature of the waterfall approach. 
Project management used a list of signed off requirements and did not distinguish the 
optional requirements from the mandatory, which resulted in the companies working on 
and testing all the requirements on the list. It takes sometimes several years before the 
client sees the product, and it turn out some of the features were not necessary. 

• By taking a progressive approach, the requirements can be taken in chunks, and the 
focus is on the features that are needed. Collaboration with the end-user allows for better 
design and better management of expectations, saves time and money, and gets to the 
right-sized solution faster  

 

Debra Zides: 

• In the U.S., a lot of software factories will have a war fighter, tester, and developer on site 
that collaborate on the project.   

 

Most of Canada’s capability delivery and development is on a project-by-project basis. Is there 
a better approach? 

Debra Zides: 

• It is great to do a program, but they are treated as if they were standalone, when they are 
not – they need to be integrated with the system that will be using it. The U.S. is 
discussing the option of looking across the management portfolio, but it is uncertain if it 
will catch on. It is a question of budget. Budgeting is often very rigid, and DoD needs 
fluid funding that would allow working through problems more persistently and on a 
portfolio basis. 
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How would you see Canada incorporating a challenge-based acquisition model? 

Debra Zides:  

• There are pockets of innovation in the U.S., with a move towards initial adapters on the 
government side running challenges and posing problems for the industry to solve.  

• Historically, governments would only speak in terms of requirements. Now, the focus is 
on user stories from war fighters, who provide the problems and request solutions. The 
problems raised in these stories are turned into challenge statements that give way to 
RFIs and RFPs. This approach brings in non-traditional industry into the process (i.e., 
start-ups, which are driving innovation today). 

 

Kevin Aguanno: 

• Too many government RFPs contains requirements written in a way that assumes a 
certain solution, but that solution might not be the most optimal outcome. 

 

What are the major impediments that exist that prevent the development of an agile 
methodology? 

Jerry Mclean: 

• There is currently no silver bullet. Industry wants to be consulted, wants to provide the 
pros and cons behind a project. It will improve industry support to the government when 
a procurement cycle occurs. If there is a mandate to deliver on a platform, industry 
should be able to identify where it is going obsolete, and what the operational needs that 
have evolved are. There is not enough support to creativity and innovation at the front 
end. RFIs and RFPs need to be clear in order to enable start-ups, tier two, and tier three 
companies to apply innovative thought, which will improve the procurement guides. 

• Delivery needs to meet the speed of relevance; introducing more flexibility into 
procurement process would increase the pace of procurement; greater education is 
needed to help program officers, PSPC, and ISED. Data is becoming king, which creates 
new issues in terms of intellectual property rights, data management, data analysis, and 
how to translate data into knowledge and expertise.  

 

Q&A session 

What is being done to get requirements to the point of abstraction into capabilities and 
building them into methodologies? 
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A. Amlani: The customers are embedded in the ceremony of architectural runway. As the 
process is being elaborated, the customer contributes and provides guidance. End users are 
present in offices every single day and helping to refine the product. In the end, 80% is good 
enough and the rest is negotiable. 

K. Aguanno: Getting the vendor community involved in the requirements definition phase can 
help avoid requirement traps.  

 

What one recommendation would you take to the new ministers? 

J. Mclean: A revolution of defence procurement cannot happen overnight: it is difficult, there 
are risk associated with changing it, but change is needed and should be structured. 

A. Amlani: Ministers need to throw a bone to the industry and go beyond their fears of 
collaboration.  

K. Aguanno: Procurement should be reliable and predictable to encourage industry to make 
investments. 

 

Do you have any suggestions on how to implement an outcome-based approach? 

D. Zides: One can have openness and transparency, and it starts with the government engaging 
in an early conversation with industry. The terms of the conversation should revolve around 
learning, not failing, and engage in the process in small phases to lower risk. But for that 
conversation to happen, the leadership needs to learn from failed attempts and to see them as 
learning opportunities. 

K. Aguanno: In Europe, they form vendor coalitions by awarding partial solutions, and this is 
used as a strategy to include diverse and small suppliers. 

 

Panel V: Defence Procurement Canada 

Alan Williams – President, The Williams Group 

Millie Keating – Associate Director, Management Consulting, Advisory, KPMG Australia 

Gavin Liddy –, former Assistant Deputy Minister, Public Services and Procurement Canada, 
Fellow, Canadian Global Affairs Institute  

Marcia Mills – Procurement Counsel, Fasken Canada 
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Jim Mitchell – Research Associate, Graduate School of Public and International Affairs, 
University of Ottawa 

Moderator: Tom Ring – Fellow, University of Ottawa and Canadian Global Affairs Institute 

 

Alan Williams: 

• Defence Procurement Canada can be beneficial to the Government of Canada: it would 
clarify responsibilities and increase accountability. Canada is unique among its close 
allies in not having a dedicated procurement agency. Having three Cabinet Ministers in 
Canada jointly responsible for procurement does not work; it creates redundancies and 
complexifies accountability, slows down change, and multiplies the number of 
individuals involved in the processes. It is resource-intensive and incurs more costs to 
the taxpayers. 

• Creating a central department for procurement is not the single solution that will make 
procurement more efficient in Canada. Yet, with one Minister responsible for 
procurement, there will be enough accountability to implement rigorous, system-wide 
performance measures, a strong monitoring system, as well as better communications 
with the military and industry that are necessary improve coordination.  

• A new defence industrial plan that meets the challenges of today is needed; the current 
policies are outdated. It needs to be based on the analysis of the current state of the 
defence industry and to have Cabinet approval. It will make the monitoring of 
procurement processes and the justification of choices easier, and will constitute a form 
of firm commitment on part of the government. 

• The government needs to change its culture into one that promotes innovation, creativity 
in order to improve the confidence of the industry.  

 

Marcia Mills 

• 2019 is the 50th anniversary of the merger of the Department of Supply and Services with 
Public Works and Government Services, which brought civilian and defence 
procurement together. Today, the Minister for Public Works and Government Services 
has the authority to buy defence supplies and construct defence services (under the 
Defence Procurement Act). 

• A Prime Ministerial decision or request, as well as an Order in Council are required for 
procurement matters to be transferred to a new department. Another alternative is the 
creation of a departmental corporation or agency within PSPC, which would require 
transferring portions of the Public Services Act. Any change would involve bringing 
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together elements from multiple departments and government bodies; this could be the 
best option, as it would concentrate expertise. Defence Procurement Canada as a crown 
corporation would require new legislations. 

• In all cases, disagreements and fierce competition between the departments involved in 
such a reorganization are likely. 

 

Jim Mitchell: 

Five points need to be taken into account when thinking about the creation of a Department of 
Defence procurement: 

1) “Mitchell’s Law:” In order to initiate a major change, it is critical to understand the what, 
whom, and why of the status quo. Things are structured in a certain way for a reason. 

2) Organizational change is disruptive, costly, difficult, and will impact efficiency for several 
years. Creating a department of defence procurement must not be taken lightly; it 
requires careful conceptualization. 

3) What would go into Defence Procurement Canada is not immediately obvious; changing 
authority over purchases will not be easy. 

4) Other organizations will remain involved in the procurement process, even with a 
Defence Procurement Canada. ISED, TBS, and DND would not simply relinquish their 
stakes. The creation of a central agency also brings about the question: who would lead 
the new organization? 

5) The creation of a new organization can be done in two ways: through Parliament, with 
the passing of careful legislation (which demands thorough analyses and consultations). 
This process takes a long time. Alternatively, the government could use the Public 
Service Rearrangement and Transfer of Duties Act, but it would prevent the 
establishment of new roles and responsibilities.  

 

Gavin Liddy: 

• There are little details over the form or function of such an agency. Different 
organizational combinations in the past have not necessarily been efficient; as such, the 
reasons to make change in governance need to be compelling.  

• On average, it takes 5 to 7 years for a new organization to be up and running; it takes a 
long time to create a new system, to train individuals, to get them used to the new 
system. Creating Defence Procurement Canada will delay procurement projects 
significantly. 
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• The Defence Procurement Strategy has been put in place 5 years ago, and some its 
measures and provisions remain to be implemented – including the $5 million threshold 
for defence procurement. 

 

Millie Keating: 

• The main issue with change is “change exhaustion,” and it is mainly due to poor planning 
and implementation. 

• A new procurement agency, independent or not, needs to be enabled by the right tools, 
culture, and leadership in order to put in place the right processes. A whole new body is 
bolder and riskier, but if the goal is to create new efficiencies, then a fully independent 
procurement agency in Canada might be the best approach.  

 

Q&A Session 

What can be done to fix procurement and ensure that the link between government and the 
public service remains intact?  

G. Liddy: To grow the defence procurement program, training professionals and developing 
relationships internally is essential. Currently, there is too much personnel turnover, especially 
at the senior levels, which curtails the building of strong expertise and trust. Presenting rigorous 
performance measures to Cabinet will hold public servants to account. In the end, focusing on 
one silver bullet solution may lead to significant disappointment.  

M. Mills: A lot can be done in the procurement process, but all revolve around trust: consistent 
policy application and consulting industry to make companies feel useful and valid.  

A. Williams: System-wide performance metrics cannot be implemented until one person is 
solely accountable for them. 

 

Without implementing a fully independent Defence Procurement Canada, what might an in-
between solution be? 

G. Liddy: Oversights committees do not guarantee accountability.  

A. Williams: The government can have an accountable procurement agency, but it will take time 
to conceptualize it.  

J. Mitchell: There will be always regional and provincial considerations, even under a single 
agency. 
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M. Keating: A business-like governance, i.e., with a contract management and assurance 
function model and clear targets, might be a solution.  

J. Mitchell: The issues with procurement of the CF-18 is not a defence procurement issue per se, 
but a political problem. 

 

Why did the Australian government not embrace a review agency model?  

M. Keating: The fear of losing grip over a review agency was the central reason.  

 

If we go through a process of reorganizing, are we just repackaging responsibilities and 
bureaucracy politics from the 1960s? 

A. Williams: The world is much different now. There are mechanisms in place to ensure fairness 
and transparency – if industry has concerns, they have ways to address them. The separation of 
duties made sense before, not now, as there are far more oversight functions and trade 
agreements in place now; overlap and duplication are no longer necessary. 

M. Mills: Since June of 2019, invoking of a national security exception removes the authority of 
the Canadian International Trade Tribunal in deciding over litigation. There has been a removal 
of scrutiny. Canada has many layers of oversight, but the processes can no longer be monitored 
by an external body. 

 

The creation of Defence Procurement Canada is a revolutionary idea. Is there evidence to 
suggest that it will actually deliver better outcomes?  

M. Keating: There has been a tangible improvement in government-industry relationships in 
Australia through the establishment of a unique procurement agency, mainly thanks to a 
beneficial change in the ecosystem. The focus should be on the interaction of parts/functions 
within an ecosystem.  

A. Williams: Defence Procurement Canada is a leap of faith, but lessons learned and best 
practices from other jurisdictions exist. Creating a single agency is not the only solution, other 
processes have to be implemented. But having one Minister of Defence Procurement will ensure 
that these new processes will be implemented. It is an uncomfortable, but necessary change.  
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How does the Government of Canada assess its appetite for risk in maintaining the 
procurement status-quo? 

M. Keating: All structural changes in Australia have come from a review of the defence 
procurement ecosystem. The government also tries to be less risk-averse when it comes to 
defence procurement. Geopolitics have informed this new mindset: it is now riskier not to make 
decisions.   

G. Liddy: There is a perception that elected officials are not prepared to accept risk. Bureaucrats 
are generally more reticent to embrace risk, politicians tend to go all in.  

J. Mitchell: In terms of defence procurement, inaction bears greater risks. 

 

What do we need to get industry on board? Who would be accepting the risk? 

A. Williams: Defence Procurement Canada is novel, but does not create additional risk, because 
there is trust between the individuals involved. Additionally, the minority government context 
may be conducive to risk-sharing and the creation of Defence Procurement Canada, because 
there is buy-in from the Conservative Party.   
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