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Building a prosperous and innovative Canada

Defence offsets in Canada
• Canada among many countries that derive
economic benefits from defence procurement
• Industrial and Regional Benefits (IRB) Policy
formalized in 1986
• Contractors undertake work in
Canada at a value equal to the
contract

• Results have included defence
sector growth and major spillover benefits to broader economy

www.canada.ca/itb
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A transformed approach
• Industrial and Technological Benefits (ITB) Policy,
including Value Proposition, launched in 2014
• Applies to all defence procurements over $100M
• Leverage high value investments
•
•
•
•

Weighted factor in winner selection
Applied more frequently to projects
Criteria tailored to each project
Streamlined Policy features and processes

• Clear objectives
•
•
•
•

Defence sector growth
Supplier development, including SMEs
Research and technological development
Exports from Canada

www.canada.ca/itb
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Value Proposition Framework
Defence Sector

Canadian Supplier
Development
Research and
Development

Informed by:
industry
engagement
research and
analysis
3rd party experts

Exports

www.canada.ca/itb
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SME and regional development
• The ITB Policy also supports SMEs and regional distribution:
• Minimum of 15% of overall ITB
obligation through work with
SMEs
•

SME defined as a Canadian
Company with fewer than
250 employees.*

• No mandated regional
distribution, but prime contractor
must fulfill the dollar value of work
proposed in region(s) of choice.
*For detailed definition see canada.ca/itb
www.canada.ca/itb
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Support for innovation
The ITB Policy encourages investments in
innovation by providing multipliers for:

“Public/private Consortia”

• the creation and support of
public/private research consortia
• R&D investments in a postsecondary institution or in a
Canadian SME
“Investment Framework”

Company
with ITB
Obligation

R&D
investment
Canadian
SME

www.canada.ca/itb
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Direct versus Indirect Transactions
• A “transaction” is a business activity undertaken for ITB purposes,
between two entities
• Transactions can be direct (directly related to the equipment or
services being purchased), or indirect (strategic investments or
work in other business areas)
• Example Scenario: Canada is procuring a cyber security platform
• Direct Transaction: Canadian supplier does work for the prime
contractor directly related to delivering the cyber security platform
• Indirect Transaction: Canadian supplier does work with the prime
contractor unrelated to the cyber security platform for Canada (but
prime contractor’s rationale for this work must be due, in part, to it’s
ITB Obligation)
www.canada.ca/itb
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Canadian Content Value (CCV)
• CCV is measured in Canadian dollars and is the
portion of the transaction that includes Canadian
costs

INCLUDES

EXCLUDES

EXAMPLE

Components of Canadian origin

Parts imported into Canada

Wages paid to Canadians or
permanent residents

Wages, royalty and license fees paid
to non-Canadians

Utilities, maintenance, and rent
paid in Canada

Bid preparation costs

Transaction: Tank Drive Sprockets
CCV: 67%

Profit taxable in Canada

Taxes, duties, and lobbyist fees

Contract Value: $3,700,000
Credited Value (CCV): $2,479,000
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www.canada.ca/itb
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Growing the economy
and attracting investment
• Between 1986 and 2016, $31.4 billion of credited
IRB/ITB investments contributed almost $39.7 billion
to Canada’s GDP
• Over the same period, IRB/ITB investments helped
maintain or create 39,000 jobs annually across
Canadian regions
• More than 80% of those investments were from
foreign multinational corporations
ITB PORTFOLIO
at a glance
1986 – 2016

www.canada.ca/itb

137

Contracts

$41 B

in Obligations

$9.3 B

Activities in
Progress

$3.8 B

Future work
opportunities
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Scaling up SMEs
• Over the same five-year period, contractors
partnered with more than 340 Canadian small and
medium sized enterprises, to undertake $1.3 billion of
work in Canada
− This represents almost 10% of total investments over that
period
− Such investments help
embed SMEs into supply
chains with long-term
growth opportunities

“Engaging in the [IRB
Policy] for Mil-Aero has
taken our company from
a small company to a
mid-sized company.”
Paul Greedy, President, Mil-Aero Electronics,
Dartmouth, Nova Scotia

www.canada.ca/itb
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Increasing transparency and
demonstrating results
• Contractors’ progress
report

• Model ITB terms and
conditions

www.canada.ca/itb

www.canada.ca/itb
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Action items for YOU!
1) Connect with your Regional Development
Agency:

• Federal Economic Development Agency for Northern
Ontario (FedNor)

2) Network with prime contractors

• Consider attending defence sector trade shows
• Examine need for security certifications

3) Monitor BuyandSell.gc.ca for Government of
Canada solicitation notices and tenders
4) Defence Acquisition Guide (DAG)
www.canada.ca/itb
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Contact information
Nathaniel Pitt
Industrial and Technological Benefits (ITB)
Email: nathaniel.pitt@canada.ca
Phone: 613-851-6351
• More information on the ITB Policy is found at:

www.canada.ca/itb
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