UNITED STATES
STUDIES CENTRE

Nat1ona1 Technology
and Industrial Base

NTIB RESEARCH SERIES | REPORT 4

DR ALEXANDER SALT AND DR DAVID PERRY
December 2025



1 UNITED STATES
STUDIES CENTRE

The United States Studies Centre at the University of Sydney is a university-based research
centre, dedicated to the rigorous analysis of American foreign policy, economic security,
emerging technology, politics, society and culture. The Centre is a national resource, that
builds awareness of the dynamics shaping America, their implications for Australia — and
critically — solutions for the Alliance.

The Foreign Policy and Defence Program is committed to providing policy-oriented research
and analysis on American strategic policy and the United States-Australia alliance, with
a focus on developments in the Indo-Pacific. Drawing on the expertise and networks of its
researchers, the Program delivers insights and recommendations to a range of stakeholders
through policy reports, dialogues, simulations, and outreach. It aims to deepen Australians’
understanding of American policy, analyse the alliance in an evolving strategic order, and
shape Australian, allied, and partner responses to shared regional challenges.

Note: This report was supported by the Australian Government through a Strategic Policy Grant from the Australian Department
of Defence (SPGP 202021-0837 — US-Australia Defence Industry Cooperation-Operationalising, Empowering and Modernising
the Alliance. The views expressed herein are those of the author and are not necessarily those of the United States Studies Centre,
the Australian Government or the Australian Department of Defence.

Research conclusions are derived independently and authors represent their own view, not those of the United States Studies
Centre.

This publication may be cited as:
Alexander Salt and David Perry, “Canada and the National Technology and Industrial Base,” United States Studies Centre at the
University of Sydney, December 2025.

Cover photo: Members of the Royal Canadian Air Force (RCAF) and the Royal Australian Air Force (RAAF) load a F/A-18 aircraft
on to an RCAF CC-177 Globemaster for transport back to Canada, as part of the Interim Fighter Capability Project at RAAF Base
Williamtown, Australia, February 2020. (Canadian Armed Forces)

& THE UNIVERSITY OF A U S American

SYDNEY USA Australian

United States Studies Centre Association
Institute Building (HO3)

The University of Sydney NSW 2006

+612 93517249

ussc.media@sydney.edu.au



Table of contents

Executive summary 2
Recommendations 3
Introduction 4
Historical context S
Evaluating Canada’s NTIB participation 8
Constraints and the Canadian NTIB experience 10
Strategic uncertainty and the Trump administration 11
Conclusion and recommendations 13
Endnotes 14
About the authors 17




2

Executive summary

The Canadian-US defence-industrial relationship — rooted in World War II-era agreements and solid-
ified during the Cold War — is foundational for Canada’s national security and access to advanced
military technology. That relationship culminated in the introduction of the National Technology and
Industrial Base (NTIB) into US legislation, and Canada into that construct, in the early 1990s.

Although the NTIB has streamlined some US-Canada cooperation, its actual impact remains limit-
ed and unclear to many stakeholders. Canada’s defence-industrial ties with the United States would
likely endure even without NTIB, but modernising and elevating the NTIB could further strengthen
defence-industrial coordination and, ultimately, Canada’s contributions to its alliance with the United
States.

Several challenges must be overcome if this is to happen. Canadian firms have faced delays and uncer-
tainty from evolving US export controls and growing protectionist rhetoric and policy. The COVID-19
pandemic, the AUKUS announcement, and recent high turnover among key defence officials have dilut-
ed and weakened the interpersonal connections that have historically sustained bilateral cooperation.
Canada also faces several internal challenges, including an outdated procurement system plagued by
long delays.

The second Trump administration has strained Canada-US relations through President Trump’s nation-
alist rhetoric downplaying defence alliances, a transactional diplomacy, dramatic tariffs and tighter
export controls. As such, Canadian defence firms face uncertainty over tariff exemptions, which com-
plicates their long-term planning. Canadian leaders have responded with pledges to increase defence
spending while seeking to reduce dependence on the US industrial base by expanding cooperation with
Europe.

Despite Ottawa’s pro-diversification rhetoric, Canada’s deep supply chain ties make continued US align-
ment the most likely outcome. The Canada-US dimension of the NTIB therefore requires modernisation
and higher-level intergovernmental oversight, with new flagship initiatives like the high-profile ‘Golden
Dome’ potentially serving as practical platforms for reform. To sustain close defence-industrial ties,
Canada should also better align its defence investments with US priorities where these are mutually
beneficial. Canada and other NTIB partners should pursue new multilateral research and development
agreements to diversify capabilities. Finally, Canada should modernise its defence industrial ecosys-
tem to overcome various internal constraints. Overall, if successful, Canada’s experience could offer
Australia and the United Kingdom a valuable set of lessons on how to modernise their own engagement
within the NTIB.
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Recommendations

= Elevate NTIB oversight
B Increase political and intergovernmental attention, with regular senior-level meetings, ongoing
industry consultation, and dedicated liaison offices to improve coordination and responsiveness.
= Anchor reform in flagship projects
B Use high-profile initiatives like the Golden Dome to drive joint capability development, technology
sharing and sustained stakeholder engagement.
E  Focus on mutually beneficial investments with the United States
B Prioritise projects aligned with US strategic priorities, leveraging integrated supply chains and Can-
ada’s strengths in sustainment, surge capacity and capability development.
=  Expand multilateral research and development collaborations

B Canada should prioritise partnerships with other NTIB members to diversify its industrial base,
accelerate technology integration, and share research and development costs, while broadening
export opportunities.

US, UK, Australian and Canadian forces operate as a combined force in exercise VIRTUAL FLAG: Coalition.
Source: US Air Force
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Introduction

The Canadian-United States defence industrial
relationship has evolved over the past century,
through formal agreements and various political,
economic, bureaucratic and interpersonal dynam-
ics. This relationship has given Canada and the
United States access to one another’s supply chains
and advanced technologies, while strengthening
national industrial and strategic positions. Cana-
da’s inclusion in the US National Technology and
Industrial Base (NTIB) since the early 1990s reflects
the depth of this integration. However, recent chal-
lenges, particularly under the Trump administra-
tion, including rising protectionist rhetoric, scep-
ticism toward traditional alliances like the North
Atlantic Treaty Organization (NATO), accusations

that Canada is freeriding on defence commitments
and even provocative suggestions that Canada be
annexed as the ‘51st state’, have strained bilateral
cooperation, including on industrial and technol-
ogy issues. As the international security environ-
ment continuesto deteriorate, with lessons from the
Russia-Ukraine War underscoring the importance
of the strategic depth of munitions stockpiles, and
growing tensions in the Indo-Pacific highlighting
the necessity for conventional deterrence, main-
taining and strengthening Canada’s defence rela-
tionship with the United States will be essential for
Canada’s defence and industrial competitiveness.
Revamping the NTIB offers one means for doing so.

Assurer T.l.sicurlti du'C.m.-Lda

Canadian Prime Minister Mark Carney is flanked by Chief of the Defence Staff General Jennie Carignan and Minister of National
Defence David McGuinty as they attend a tour of the Fort York Armoury in Toronto, June 2025. Source: Getty
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Historical context

During the First World War, Canada, cautiously
but steadily, began reorientating its defence rela-
tionship away from the British Empire towards
closer ties with the United States. This was driven
by practical strategic considerations as the United
States was the only partner able to help provide
armaments. In November 1917, the Canadian
Imperial Munitions Board and the US Department
of War reached an agreement to streamline muni-
tions ordering and delivery for Canada. This agree-
ment unfolded due to a mix of close interpersonal
relationships among officials, and was shaped by
urgent wartime demands, while allowing US assis-
tance to bolster the domestic Canadian munitions
industry.!

However, lacking a unifying external threat during
the interwar era, progress on deepening Canada-US
defence integration stalled. This lapse was ended
by the Second World War, which served as the shock
moment that restarted joint industrial relations.
Canadian Prime Minister Mackenzie King and US
President Franklin D. Roosevelt met on 18 August
1940 and produced the Ogdensburg Declaration.
This agreement pledged mutual defence between
the two countries and established the Permanent
Joint Board on Defence (PJBD) to help manage pol-
icy-level consultation on bilateral defence issues.?

Canada and the United States then signed the
Hyde Park Declaration in April 1941.% As the Sec-
ond World War intensified, Canada’s trade with
the United Kingdom collapsed, leaving it with a
growing trade deficit with the United States, paired
with other financial pressures, while funding the
war effort. This created strong incentives to expand
exports, especially by broadening the Canada-US
defence industrial relationship. Prime Minister
King proposed a new arrangement that would allow
for reciprocal procurement of munitions, which in
turn laid the foundation for deepening defence
production cooperation. The agreement allowed
for bypassing previous legislative barriers that had
constrained defence industrial trade; this unfolded
due to the mutual trust between officials from both
sides and allowed for prioritising industrial effi-
ciency over protectionism. Via bureaucratic inertia,
the agreement embedded itself in the Canadian-US
defence relationship and helped provide a policy
framework for ongoing cooperation between both
countries well into the Cold War.*

During the early Cold War, common threat percep-
tions and the need for cross-border cooperation
shaped much of the Canada-US defence relation-
ship during this period. The Soviet Union’s 1953
nuclear test and the persistent threat of long-range
bombers reinforced the imperative for continued
cooperation, which was further enabled by long-
standing bureaucratic and industrial connections
of the two countries. However, protectionist eco-
nomic policies from both sides continued to ham-
per full integrative efforts.’ The two countries con-
tinued to rely on the existing institutions like the
PJBD as well as new ones like the Joint Industrial
Mobilization Committee (1949) to serve as mecha-
nisms to manage the relationship, as well as their
participation in NATO (1949) and the North Ameri-
can Aerospace Defense Command (NORAD) (1958).¢

The Korean War had a significant influence on
the Canada-US defence relationship. The surprise
of the war caught Canada off guard, showing that
defence industrial reforms were required to meet
the munitions and equipment demands of the
Canadian military during wartime while also sus-
taining NATO’s conventional deterrence posture in
Western Europe. In response, a domestic industrial
ecosystem gradually emerged in Canada, which
was shaped by the realities of Cold War defence pri-
orities and the imperative to align more closely with
US procurement and production networks. This
ecosystem was built not only to meet Canada’s mil-
itary-technological and industrial needs but also
to position Canadian firms to compete for select
US contracts by aligning with US industrial stand-
ards and qualification procedures, thus extending
and entrenching the principles of the Hyde Park
Agreement into the Cold War era. However, by the
late 1950s, recession-driven pressures and post-Ko-
rean War spending cuts pushed Canadian defence
toward more protectionist procurement policies
that prioritised domestic industry and reinforced
deeper interest in national self-sufficiency.” The
failure of the CF-105 Arrow fighter-interceptor pro-
gram, because the Canadian Government simply
could not order enough to sustain the production
line at a profitable level, revealed that the domestic
industry could not survive without foreign markets
or fully meet national military requirements on its
own.?

NTIB Research Series | Canada and the National Technology and Industrial Base
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This all culminated with the signing of the Defence
Production Sharing Agreement (DPSA) in 1959. This
agreement established a limited free-trade ecosys-
tem for defence production materials and goods and
facilitated reciprocal procurement between Canada
and the United States. Essentially, the DPSA miti-
gated protectionist tendencies and deepened bina-
tional defence industry ties. While the United States
was largely motivated by strategic and military
concerns, Canada saw the DPSA as a way to secure
economic access to US defence contracts. Despite
periodic tensions, such as over the Vietnam War or
renewed protectionist pressures, the DPSA helped
foster trust and laid the foundation for decades of
bureaucratic and industrial integration in continen-
tal defence for decades to come.’

Over the course of the Cold War, the Canada-US
defence industrial relationship evolved due to a
series of additional agreements and policy deci-
sions. The 1963 Defense Development Sharing
Agreement (DDSA) aimed to integrate Canadian
industry into US research and development efforts.
The 1965 Auto Pact, which removed tariffs on auto-
mobile-related manufacturing and enhanced con-
tinental industrial cooperation, also saw Canadian
exports to the United States increase.’ This pushed
Canadian industry to focus on parts and supplies,
recognising it could not compete with the United
States in developing major strategic platforms.!

6

US officials, along with their
Canadian counterparts, viewed
the establishment of the NTIB
as the next step in a defence-
industrial partnership that had
evolved since the 1940s and
matched the growing interest
in North American free trade.
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In 1970, a Canada-US memorandum of understand-
ing (MOU) granted Canadian firms a unique status
in the US domestic defence marketplace, by allow-
ing them to bid on restricted US mobilisation con-
tracts. The agreement formalised Canada’s existing
role in US mobilisation planning and aimed to sta-
bilise and strengthen defence production sharing.!?
However, renewed US protectionism strained the
relationship, as the defence trade became entan-
gled in broader trade disputes, but tensions eased
by the end of the decade.”® The introduction of the
International Traffic in Arms Regulations (ITAR)
in 1976 complicated Canada-US industrial cooper-
ation due to its stricter licensing and security rules.
The constraints introduced by ITAR forced Cana-
dian firms to develop internal compliance systems
to meet US requirements, slowing the pace of busi-
ness. However, Canada’s exemption status, provid-
ed it complies with the rules, has enabled its firms
to remain integrated within the US defence-indus-
trial ecosystem.* Despite its challenges, a Canadi-
an stakeholder called ITAR and Canada’s exemp-
tion one of the most important mechanisms in the
relationship, describing it as the “rules that allow
things to happen.”®s Essentially, by providing a
clear legal pathway for joint projects and the secure
exchange of technical data, Canada’s exemption
facilitates collaboration instead of impeding it.'°

In the 1980s, Canadian Prime Minister Brian Mul-
roney and US President Ronald Reagan developed
a strong interpersonal bond, which led to the 1985
Quebec Summit where both leaders publicly com-
mitted to deeper market integration and reduced
defence trade barriers. This would lead to the estab-
lishment of the bilateral North American Defense
Industrial Base Organization, which was tasked to
oversee joint defence-industrial efforts.” However,
some constraints on the relationship remained,
such as Canada’s industrial benefits policy that was
viewed as protectionist by US officials, and the US
decision to open its defence market to other NATO
allies and Japan, which further diluted Canada’s
relative access.®® NORAD modernisation efforts
during the 1980s resulted in a series of US Depart-
ment of Defense (DOD) and Canadian Department
of National Defence (DND) agreements and MOUs,
which then formalised cost-sharing arrangements
and joint research and development efforts by
groups of Canadian and US firms into various
emerging technological areas related to North
American air defence.*



Royal Canadian Navy Halifax Class frigate HMCS Ville de Québec conducts a replenishment at sea with USNS Rappahannock.
Source: Australian Department of Defence

Following the Cold War, the Canada-US defence
industrial relationship continued to evolve based on
additional agreements and new investments. The
NTIB was formalised in US legislation in 1993 and
predominantly operated in an ad hoc approach at
the bureaucratic level. The effort was driven largely
by the United States, as their defence community
wanted to modernise and formalise their access
to Canadian contractors, motivated by a strategic
need for Canadian materials and technology.?® US
officials, along with their Canadian counterparts,
viewed the establishment of the NTIB as the next
step in a defence-industrial partnership that had
evolved since the 1940s and matched the growing
interest in North American free trade, as evident
by the 1994 formation of the North America Free
Trade Agreement between the United States, Can-
ada and Mexico. Both sides recognised the mutu-
al benefits of simplified contracting and moved
quickly to implement it; this was easy to accelerate
as it occurred during a period of exceptionally
close Ottawa-Washington relations.? By the 1990s,

North American defence firms were themselves
becoming multinational entities, and the NTIB
further streamlined this transformation.?? In short,
industry on both sides wanted it, and the political
climate enthusiastically supported the NITB’s
establishment.

Interpersonal connections between relevant civil
servants on both sides of the border, such as infor-
mal phone calls or conversations at professional
conferences, remained crucial to the stability of the
broader bilateral defence relationship.?* Some for-
mal mechanisms were established involving peri-
odic committee meetings, although some officials
felt this had waned over time.?* In an era of height-
ened security after the 11 September 2001 terrorist
attacks, Canada introduced its Controlled Goods
Program to better align with US regulations such
as ITAR and safeguard sensitive dual-use technol-
ogies.” NORAD modernisation also resumed, with
joint efforts to integrate emerging technologies for
continental defence.?
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The NTIB should be viewed as just one component
of the broader Canada-US defence relationship,
which encompasses a range of formal agree-
ments, program areas and interpersonal ties.
Some Canadian stakeholders observed that other
governments interpret the NTIB as an exclusive
club, though in tangible terms, it is less defined.?”
In practice, the NTIB operates quietly in the back-
ground of the bilateral relationship. Its enactment
added formality and structure to existing bilateral
industrial cooperation, but stakeholders have not
identified it as a decisive mechanism in further-
ing that agenda.?® Rather, it was layered onto a
defence-industrial partnership with decades of
history, never emerging as a focal point of relations,
and many stakeholders have struggled to gauge its
significance.? This is a telling indication that it was
unlikely to have been a decisive instrument in the
context of bilateral defence industrial cooperation,
notwithstanding its role in formalising certain
authorities and forms of such cooperation.

While the NTIB helps streamline aspects of the
industrial and trade dimensions of the relation-
ship, its actual impact remains uncertain, even
among key stakeholders.?® As one Canadian official
noted, “it was never clear if the NTIB was ever used
on its own to make a decision.” It exists entirely
because the United States wanted Canada to partic-
ipate in its joint industrial base and wanted access
to the Canadian market, which is reflected in that
the NTIB is rooted in US legislation. This creates an
asymmetrical relationship structure where Canada
participates largely at the discretion of the more
powerful United States.3?

This asymmetry of power is a core feature of Can-
ada-US defence industrial relations. As the United
States holds significantly more influence, the US
defence industry does not depend on Canada for
its survival, but it nonetheless benefits from Cana-
dian ties. For Washington, Canada’s participation
provided a secure and reliable source of supplies,
manufacturing, and high-quality research and
development that could be seamlessly integrated
into the US industrial base. This role built on Cana-
da’s existing ITAR exemptions and its long history
of cooperation with US firms. For example, during
the peak of the Global War on Terror campaigns in
Iraqg and Afghanistan, the United States contracted
Canadian firms for urgently needed munitions.3
Overall the relationship’s growth can be attributed

NTIB Research Series | Canada and the National Technology and Industrial Base

Evaluating Canada’s
NTIB participation

to the particularly strong interpersonal connec-
tions among Kkey players, especially at the senior
leadership level, built on a foundation of mutual
trust that is exceptional in cross-national con-
texts.3*

Emerging in response to external threats, the
bilateral relationship has strengthened when pol-
icymakers prioritised security over protectionism.
The geographic proximity of each country helped
accelerate this relationship to a large degree, as
industries from either side have relatively direct
access to one another. Once established, the rela-
tionship continued due to bureaucratic inertia.
However, it also survived due to the deep mutual
trust that each side was able to place in the other,
which was further facilitated by the mutual ben-
efits of the relationship, which include strategic
utility for the United States and economic benefits
for Canada. Importantly, the relationship has also
been successfully managed over time by profes-
sional bureaucrats and, until recently, remained
insulated from external political pressures.

This relationship has provided Canada with bene-
fits by directly linking its defence industrial base to
that of the globe’s military superpower. Its formal
mechanisms, such as the NTIB, provide Canada
direct access to US supply chains, allowing for larg-
er production runs and the realisation of economies
of scale otherwise unattainable in the domestic
market. It also grants Canada privileged access to
advanced US military systems, along with oppor-
tunities for its companies to bid on US defence
contracts. For example, Montreal-based CAE Inc
has been awarded several high-value aviation sim-
ulator and support contracts for the US military.*
Not only has this benefited national prestige but
has ensured the Canadian military maintains con-
sistent access to highly valuable and capable equip-
ment. At the political and strategic level, Canada
has leveraged the relationship to help meet various
strategic objectives such as supporting continental
defence and NATO commitments.®

Further, this relationship has connected Canadi-
an defence contractors to advanced research and
development data from US sources, which has
helped Canada build industrial capacity while dif-
fusing the costs among both partners. A leading
example of joint industrial collaboration is Gener-
al Dynamics Land Systems Canada’s work on the
Light Armored Vehicle (LAV) family of systems.



The Canadian Army and US Marine Corps have
been the primary customers of the LAVs, and its
development has included significant research into
new foundational digital architecture systems.*’

However, recent events have started to challenge
and dilute Canada’s historically privileged position
with its close relationship as political elites in the
United States have grown increasingly critical of
Canada’s low defence spending levels, which con-
tinue to fall short of NATO’s 2% of GDP benchmark.
This spending shortfall led to a large bipartisan
group of US Senators drafting a letter in 2024 for
Prime Minister Justin Trudeau, criticising Cana-
da’s defence spending.?® One of the most notable
repercussions of Canada’s perceived lack of defence
investment was its snub from the AUKUS defence
agreement by the United States, the United King-
dom and Australia.®® It was likely not the United
States’ intention to slight Canada by expanding the
NTIB to include other countries. However, many
Canadian stakeholders perceived that de facto par-
ity with other states diminished Canada’s unique
relationship with its southern neighbour, and
Canadian industry resented the increased compe-
tition for US contracts.*® As other countries move
closer in the US defence orbit, Canada’s previously
exclusively privileged position has been diluted.
Canada now finds itself on the outside looking in,
seeking ways to regain its favourable status with its
closest allies.

Overall, the NTIB is best understood as a compo-
nent of the Canada-US defence-industrial rela-
tionship that has operated largely unnoticed in
bilateral relations since its inception in the 1990s.
Built into US legislation, it has provided some for-
mality and structure to the relationship, yet many
Canadian defence stakeholders view it as a curious
addition to pre-existing arrangements rather than
a central component.** For Canada, the NTIB has
never been treated as a focal point of the bilateral
relationship, and in practice, it has never been fully
realised, making it difficult to assess its actual or
potential significance. Nor does Canada seem to
treat the NTIB as an important multilateral mech-
anism involving the non-US members. Canada still
maintains strong working relationships with other
NTIB members, with recent examples including
the purchase of Australia’s Jindalee Operational
Radar Network (JORN) defence radar and the adop-
tion of the UK-designed Type 26 Global Combat

Ship for the Canadian Surface Combatant (CSC)
program. However, it is not clear that the existence
of the NTIB in any way influenced the JORN and
CSC decisions. Further, Canadian stakeholders sel-
dom consider non-US members when discussing or
thinking about the NTIB framework.*

Canada-US defence-industrial cooperation does
not depend on the NTIB, as other mechanisms,
such as the DPSA have long facilitated and sus-
tained bilateral relations. However, the NTIB could
be reformed or even replaced to provide greater
structure, transparency and formal mechanisms
for engagement, which would make it a more
useful and strategic tool. In its current form, it
remains underutilised and peripheral to Cana-
da’s core defence-industrial activities. Targeted
modernisation could help make it a more effective
platform for coordination, capability development
and technology sharing. Such an effort requires
more structured engagement, including regular
formal meetings of decision-makers such as Cabi-
net members or Secretaries in the United States, to
elevate the relationship’s visibility and profile and
make it more actionable. To support this, Canada
and the US should create dedicated liaison offices
to streamline project coordination and facilitate
timely information exchange. Further, input
from private sector firms on both sides of the bor-
der should be more systematically considered to
allow for more evidence-based guidance for policy
adjustments and investment priorities.

Recent events have started to
challenge and dilute Canada’s
historically privileged position
with its close relationship as

political elites in the United

States have grown increasingly

critical of Canada’s low
defence spending levels.
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Constraints and the
Canadian NTIB experience

Although mechanisms like the NTIB and DPSA
aim to streamline trade, US export control laws
continue to create delays and raise concerns among
Canadian firms about potential future restrictions
that could threaten their contracting viability.*?
While existing bilateral agreements are designed
to allow direct access, US disclosure and classifica-
tion policies can still limit Canadian participation,
prompting some firms to establish US subsidiaries,
often at the cost of disrupted communication with
their Canadian parent companies.**

The spectre of protectionism has at times threat-
ened to disrupt the relationship. Both Canada and
the United States have sometimes embraced pro-
tectionist trade policies and procurement practic-
es, particularly during periods of economic down-
turns in peacetime.*® However, some Canadian
stakeholders have felt protectionist sentiments are
often largely confined to public-facing rhetorical
statements rather than directly affecting industrial
relations, pointing out that so far, the defence trade
is tariff exempt.®

The COVID-19 outbreak disrupted elements of Can-
ada-US defence relations, such as the operation of
the NITB, by interrupting regular meetings and
diverting the attention of key stakeholders to other
priorities. This was paired with unprecedented sud-
den turnover of defence bureaucratic personnel,
which introduced new personalities who lacked an
appreciation of the longstanding bilateral relation-
ship.#” As a result, the interpersonal ties that had
long underpinned Canada-US defence industrial
cooperation weakened. Following this, the 2021
AUKUS announcement further diverted defence
officials’ attention from the NTIB, disrupting the
regular pattern of US-Canada meetings, which
then declined considerably.*® In that respect, there
is a growing recognition among defence stakehold-
ers that Canada needs to pay greater attention to US
priorities to better manage the relationship.*

NTIB Research Series | Canada and the National Technology and Industrial Base

Canada has struggled to articulate its unique value
in the US defence supply chain, a challenge that has
gradually diluted the relationship. This problem
is compounded by DND’s weak grasp of domestic
industrial policy, which undermines its ability
to engage meaningfully in the integrated North
American defence market. For example, the Cana-
dian Government has difficulty defining what is a
Canadian company, as many defence contractors
in North America were formed in the United States
but have evolved over time into multilateral con-
glomerates with a substantial Canadian presence.>
As a result, DND is often unable to make fully
informed procurement and partnership decisions,
leaving it ill-equipped to prioritise domestic indus-
try effectively. Without a clear definition or concep-
tual understanding of what counts as a Canadian
company, the department cannot reliably distin-
guish domestic capabilities from foreign-owned
entities.

Finally, the Canadian procurement system is
also in dire need of modernisation, as significant
funds intended to purchase new equipment go
unused each year due to inefficiencies in the sys-
tem. For example, between 2007 and 2016, roughly
one-fifth of allocated defence funds for capital
projects remained unspent each year, as the pro-
curement system struggled to deliver equipment
on schedule. The Canadian procurement system
also involves nationalist preferences, such as the
Industrial and Technological Benefits (ITB) policy,
which mandates that procurement choices provide
economic and other benefits to the country beyond
providing new defence capabilities.>

Underpinning the majority of these constraints
lies the asymmetrical structure of the Canada-US
defence-industrial relationship, which constrains
Canada’s ability to shape and drive its own future.
The United States retains de facto decision-making
authority and monopoly over the strategic direc-
tion of North American defence choices. In prac-
tice, Washington will always be the headquarters of
Canada-US defence relations.



Strategic uncertainty and the
Trump administration

The second Trump administration has posed one
of the greatest challenges in Canada-US relations
since the end of the Second World War. President
Trump’s rhetorical style, paired with unilateralist
policy preferences, has been very antagonistic
towards Canada. At the heart of President Trump’s
political philosophy is nationalistic populism and
a deep suspicion of international trade agreements
and military alliances. This has heavily influenced
his policies, which include his new “America First
Trade Policy,” which calls for the renegotiation of
previous US trade agreements and export control
systems.5?

The first Trump administration, in particular, was
a very vulnerable period for US civil servants, as a
pervasive fear of termination spread throughout
their ranks. This pressured bureaucrats, even those
sympathetic to Canada, to intensely enforce their
perception of Trump’s policy positions.>* Under

President Trump, the United States is felt to be act-
ing in a highly transactional manner, more so than
in previous historical periods. Canadian stakehold-
ers generally believe that while the United States
remains open to doing business with Canada, it
expects concrete proposals with clear value, as
there is little appetite in Washington for informal
discussions about the overall state of the relation-
ship. Moreover, Trump’s current administration
appears to place limited value on longstanding alli-
ances and historical legacy relationships. As one
Canadian stakeholder noted, there is a prevailing
attitude of “what have you done for me lately.”
Trump’s aggressive rhetoric has also challenged
the long-standing norm of populist politics not
influencing the Canada-US defence relationship;
instead, Trump has brought it to the forefront of
national debates.

A Royal Australian Navy MH-60R Sea Hawk departs from the Royal Canadian Navy ship HMCS Ville de Québec during Exercise
Alon 2025. Source: Australian Department of Defence
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The Trump administration launched a series of
global tariffs targeting most countries, including
Canada. These tariffs were implemented in layers,
beginning with a universal tariff on all imported
goods, followed by additional rounds of more tar-
geted measures and confusion persists regarding
which firms may qualify for national security
exemptions.®® Canadian goods that the United
States identifies as not meeting the Canada-United
States-Mexico Agreement rules of origin® may face
additional tariffs of up to 35%, although roughly
90% of bilateral trade qualifies under the agree-
ment.*® Canadian defence firms have voiced their
displeasure at having to account for these tariffs,
especially their unpredictability in application, as
their looming threat has disrupted their short- and
medium-term business development and strategic
planning.*®

The Canadian Government’s reaction to President
Trump has been a mix of engagement and accom-
modation. Canada has implemented its own set
of retaliatory tariffs, although they do not include
goods tied to national defence. As part of this recon-
ciliation, Prime Minister Carney has pledged that
Canada will join other NATO members in meeting
Trump’s demands that allies raise defence spend-
ing levels to 5% of GDP.®® Prime Minister Carney
has also discussed diversifying Canada’s defence
industrial relationships internationally to decrease
Canadian dependency on the United States, though
it remains unclear how committed Canada is to this
effort. A core part of this has been pledging to join
the ReArm Europe initiative,* and the signing in
June 2025 of a Security and Defence Partnership,
which could enhance Canadian defence industri-
al ties with the European Union. Carney has been
publicly vocal about his dissatisfaction with how
dependent Canada is on the United States for mil-
itary supplies.®?
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Some Canadian defence stakeholders have
expressed scepticism of this European focus.
Noting that while Carney talks of diversification,
he is also directly seeking a renewed economic
and security deal with President Trump, which
is a contradictory position to take. Further, these
stakeholders have outlined other issues, such as
European partners cannot replicate the depth
and function of the Canada-US bilateral defence
relationship. Historically, the European Union has
been more protectionist than the United States,
which suggests hurdles in any future attempt to
build closer defence ties; the European Union is
likely looking more for new customers more so
than new partners.%® Overall, the highly specula-
tive nature of a new European partnership, coupled
with Canada’s historically risk-averse strategic cul-
ture and its longstanding North American supply
chain integration, suggests that Canada will likely
continue aligning closely with the United States on
defence-industrial matters.



Conclusion and recommendations

NTIB modernisation would require its elevation to
a higher level of intergovernmental management
and political profile to enhance its visibility, profile
and effectiveness. This means ensuring that key
political elites fully recognise its strategic impor-
tance and commit to its sustained oversight. Regu-
lar, structured meetings among senior governmen-
tal stakeholders are essential to actively manage
and shape a reinvigorated NTIB, while ongoing
consultations with industry representatives on
both sides of the border would help ensure that the
NTIB remains responsive to evolving industrial
needs and capabilities. Both Canada and the Unit-
ed States should consider establishing dedicated
NTIB liaison offices in both countries to coordinate
projects and allow for real-time information shar-
ing.

For Canada, new investment opportunities such as
the Golden Dome may be the ideal framing mecha-
nism for such an effort.®* The Golden Dome is a very
high profile, multilateral defence investment initi-
ative with clear deliverables and political visibility.
By anchoring NTIB reform around such a tangible,
flagship project, it would serve as a practical plat-
form for collaborative capability development,
technology sharing and joint procurement. This
approach would not only demonstrate the NTIB’s
relevance but also create a structured forum for
regular high-level engagement among key stake-
holders, ensuring sustained political commitment
and industry participation.

If Canada and the other NTIB members wish to
maintain close defence industrial ties with the
United States, particularly under a transactionally
oriented Trump administration, they should clearly
demonstrate their value to the US defence commu-

nity. This approach advances Canada’s interests by
leveraging the integrated North American defence
supply chain, which grants access to US research
and development while enabling the fulfilment of
manufacturing needs that domestic firms cannot
meet on their own. Canada should prioritise mutu-
ally beneficial investments that also align with US
strategic priorities, particularly in areas such as
supply chain resiliency, surge capacity and sec-
ondary sustainment, where Canada has historical
strengths. For Canada, the F-35 represents a critical
investment opportunity, exemplifying successful
joint industrial cooperation and offering potential
economic gains through increased involvement in
maintenance and sustainment contracts with the
United States.®

Canada and other NTIB partners, exclusive of the
United States, should explore forming new research
and development agreements, like what the United
Kingdom, Japan and Italy are doing with the Global
Combat Air Programme, a sixth-generation fighter
aircraft initiative.®® These initiatives would help
diversify and strengthen the defence industrial
base of all countries involved, help accelerate the
integration of emerging technologies into their
armed forces and potentially expand the export
market opportunities for certain sovereign defence
products. Although establishing new relationships
and mechanisms will require significant time
and effort, the long-term benefits are substan-
tial: broader multilateral collaborations not only
increase potential customer and supplier bases but
also distribute the costs and risks of research and
development, fostering innovation in a multilateral
setting while also strengthening the defence-diplo-
matic relationships of all involved.

This approach would not only demonstrate the NTIB's
relevance but also create a structured forum for regular
high-level engagement among key stakeholders, ensuring
sustained political commitment and industry participation.

NTIB Research Series | Canada and the National Technology and Industrial Base

13



14

Endnotes

10.

Robert Van Steenburg, “An Analysis of
Canadian-American Defence Economic
Cooperation: The History and Current
Issues,” in Canada’s Defence Industrial Base:
The political economy of preparedness and
procurement ed. David Haglund (Ronald Frye
& Company, 1988), pp 189-190.

Declaration by the Prime Minister of Canada
and the President of the United States of
America regarding the establishing of a
Permanent Joint Board of Defence (known

as the Ogdensburg Declaration), [1940] CTS
14 (signed and entered into force 18 August
1940), https://www.treaty-accord.gc.ca/text-
texte.aspx?id=100977.

Declaration by the Prime Minister of Canada
and the President of the United States of
America regarding Co-operation for War
Production, [1941] CTS 14 (signed and
entered into force 20 April 1941), https://
www.treaty-accord.gc.ca/text-texte.
aspx?1cid=1033&id=103746&t=638930657
417654256 3

Dan Middlemiss, “Economic Defence
Cooperation with the United States, 1940-
63,” in An Acceptance of Paradox: Essays on
Canadian Diplomacy in Honour of John W.
Holmes, ed. Kim Richard Nossal (Canadian
Institute of International Affairs, 1982).

Ibid.

The PJBD remains an active institution for
Canada-US defence relations, while the JIMC
ceased operation during the later Cold War;
Van Steenburg, “An Analysis of Canadian-
American Defence Economic Cooperation,”
pp 189-219.

Dan Middlemiss, “Canada and defence
industrial preparedness: A return to
basics?” International Journal, vol 42, no
4 (1987): pp 707-730, https://www.jstor.org/
stable/40202493

Kim Richard Nossal, Charlie Foxtrot: Fixing
Defence Procurement in Canada (Dundurn,
2016), pp 38-43

Van Steenburg, “An Analysis of Canadian-
American Defence Economic Cooperation,”
pp 189-219.

Anne Denholm Crosby, Dilemmas in Defence

NTIB Research Series | Canada and the National Technology and Industrial Base

11.

12.

13.
14.
15.
16.

17.

18.

19.

20.

21.
22.

23.

24.
25.

26.

27.

Decision Making: Constructing Canada’s
Rolein NORAD, 1958-96 (London: Palgrave
Macmillan, 1998).

Canadian Defence Stakeholder #4 interview
with the authors, July 2025.

Dan Middlemiss, “The Road from Hyde Park:
Canada-U.S. Defense Economic Cooperation,”
in Fifty Years of Canada-United States Defense
Cooperation: The Road from Ogdensburg, ed.
Joel J. Sokolsky and Joseph T. Jockel (Edwin
Mellen Press, 1992), pp 175-206.

Ibid.
Canadian Defence Stakeholder #4 interview.
Ibid.
Ibid.

Kristina Obecny, Gregory Sanders, Janes
Ruedlinger and Jesse Ellman, “U.S.-Canadian
Defense Industrial Cooperation,” (Center for
Strategic and International Studies, 2017),

p 87, https://www.csis.org/analysis/us-
canadian-defense-industrial-cooperation

Middlemiss, “Canada and defence industrial
preparedness: A return to basics?”

Crosby, Dilemmas in Defence Decision Making.

Canadian Defence Stakeholder #1 interview
with the authors, July 2025.

Ibid.

Canadian Defence Stakeholder #3 interview
with the authors, July 2025.

Canadian Defence Stakeholder #2 interview
with the authors, July 2025.

Canadian Defence Stakeholder #1 interview.

Directorate of Defense Trade Controls,
“Canada’s Controlled Goods Program,”

US Department of State, n.d., https://
www.pmddtc.state.gov/ddtc_public/
ddtc_public?id=ddtc_kb_article_page&sys_
id=0fb3d11e1b1d50d0c6¢c3866ae54bcbe0.

Alexander Salt and Alex Wilner, “Emerging
Technology and Canadian Defence: From
Strong, Secure, Engaged to Present,”
(Canadian Global Affairs Institute, 2024),
https://www.cgai.ca/emerging_technology_
and_canadian_defence_from_strong_secure_
engaged_to_present.

Canadian Defence Stakeholder #1 interview.



28.

29.

30.

31.

32.
33.

34.
35.

36.

37.

38.

39.

40.

Canadian Defence Stakeholder #1 interview;
Canadian Defence Stakeholder #2 interview;
Canadian Defence Stakeholder #3 interview;
Canadian Defence Stakeholder #4 interview.

Ibid.

Canadian Defence Stakeholder #1 interview.
Canadian Defence Stakeholder #2 interview.
Canadian Defence Stakeholder #4 interview.

Obecny et al., “U.S.-Canadian Defense
Industrial Cooperation.”; Canadian
Defence Stakeholder #3; Canadian Defence
Stakeholder #4.

Ibid.

Nicolas Van Paret, “CAE gets Canadian,

U.S. military training contracts worth up to
$1-billion,” The Globe and Mail, 12 January
2017, https://www.theglobeandmail.com/
report-on-business/cae-gets-canadian-us-
military-training-contracts-worth-up-to-1-
billion/article33593938/.

One of the prime examples of this has been
NORAD modernisation efforts; Andrea
Charron and James Fergusson, “From NORAD
to NOR[A]D: The Future Evolution of North
American Defence Co-operation,” Canadian
Global Affairs Institute, 2018, https://www.
cgai.ca/from_norad_to_nor_a_d_the_future_
evolution_of north_american_defence_co_
operation

Canadian Defence Stakeholder #2 interview;
Chris Thatcher, “Mobile, lethal and

better protected: Lessons from the LAV,”
Canadian Army Today, 27 May 2019, https://
canadianarmytoday.com/mobile-lethal-and-
better-protected-lessons-from-the-lav/.

Alexander Panetta, “Trudeau gets an earful
on defence spending from nearly one-quarter
of the U.S. Senate,” CBC News, 23 May 2024,
https://www.cbc.ca/news/politics/senators-
note-canada-nato-spending-1.7212784.

Murray Brewster, “PM’s former adviser says
there’s no indication Canada was invited

to join AUKUS defence pact,” CBC News, 10
May 2023, https://www.cbc.ca/news/politics/
aukus-u-s-australia-u-k-nuclear-subs-canada-
defence-spending-1.6837792.

Canadian Defence Stakeholder #1 interview.

41.

42.
43.

44.
43.
46.

47.

48.
49.
50.

S1.

52.

53.

54.
55.
56.

57.

Canadian Defence Stakeholder #1 interview;
Canadian Defence Stakeholder #2 interview;
Canadian Defence Stakeholder #3 interview;
Canadian Defence Stakeholder #4 interview.

Ibid.

Obecny et al., “U.S.-Canadian Defense
Industrial Cooperation,” pp 53-56.

Ibid.
Middelmiss, “Road to Hyde Park.”

Canadian Defence Stakeholder #2 interview;
Canadian Defence Stakeholder #4 interview.

Canadian Defence Stakeholder #1 interview.
Ibid.

Canadian Defence Stakeholder #3 interview.
Canadian Defence Stakeholder #4 interview.

David Perry, “Fixing Procurement,” Canadian
Global Affairs Institute, July 2016, https://
www.cgai.ca/fixing_procurement.

For an overview of the ITB policy, see:
Innovation, Science and Economic
Development Canada, “Industrial and
Technological Benefits (ITB) Policy,”
Government of Canada, n.d., https://ised-isde.
canada.ca/site/industrial-technological-
benefits/en.

The White House, “America

First Trade Policy,” Presidential
Memorandum, 20 January 2025, https://wWww.
whitehouse.gov/presidential-actions/2025/01/
america-first-trade-policy/.

Canadian Defence Stakeholder #2 interview.
Canadian Defence Stakeholder #1 interview.
Barath Harithas, Kyle Meng, Evan Brown

and Catharine Mouradian, “Liberation Day’
Tariffs Explained,” Centre for Strategic and
International Studies, https://www.csis.org/
analysis/liberation-day-tariffs-explained.
Under CUMSA/USMCA, the rules of origin
determine whether a product is eligible for
preferential tariff treatment by establishing
how much of it must be made or substantially
transformed in North America.

For a timeline and documents related to
recent Canada-U.S. tariffs see, Zvi Halpern-
Shavim and Elena Balkos, “U.S.-Canada
Tariffs: Timeline of Key Dates and Documents,”

NTIB Research Series | Canada and the National Technology and Industrial Base

15



16

59.

60.

61.

Blake, Cassels & Graydon LLP, https://www.
blakes.com/insights/us-canada-tariffs-
timeline-of-key-dates-and-documents/.

Tim Ryan and David Pugliese, “Trump Tariffs
Cause Unease in Canada’s Defence Industry,”
Esprit de Corps, 18 March 2025, https://www.
espritdecorps.ca/industry-watch/trump-
tariffs-cause-unease-in-canadas-defence-
industry.

Jeremie Charron and Stephanie Ha, “Canada
commits to new NATO pledge to spend 5%

of GDP on defence by 2035, marking biggest
increase since WWII,” CTV News, 25 June
2025, https://www.ctvnews.ca/politics/article/
canada-commits-to-new-nato-defence-
spending-pledge-to-hit-5-per-cent-of-gdp-
by-2035/.

ReArm Europe has now been rebranded as
Readiness 2030.

NTIB Research Series | Canada and the National Technology and Industrial Base

62.

63.
64.
65.

66.

Murray Brewster, “Canada signs deal
deepening European defence and security
partnership,” CBC News, 23 June 2025, https://
www.cbc.ca/news/politics/canada-rearm-
europe-deal-1.7567162.

Canadian Defence Stakeholder #4 interview.
Canadian Defence Stakeholder #1 interview.

Canadian Defence Stakeholder #2 interview;
Canadian Defence Stakeholder #3.

Guardian Staff, “UK joins Italy and Japan

to develop British fighter jet to rival
America’s F-35,” The Guardian, 13 December
2024, https://www.theguardian.com/
business/2024/dec/13/uk-joins-italy-and-
japan-to-develop-british-fighter-jet-to-rival-
americas-f-35.



About the authors

Dr Alexander Salt

Postdoctoral Fellow at Triple Helix

Dr Alexander Salt is a Postdoctoral Fellow with Triple Helix. He holds a
PhD from the University of Calgary’s Centre for Military, Security and
Strategic Studies and an MA in Political Studies from the University of
Manitoba. His work focuses on military innovation and the influence
of emerging technologies on international security. His research has
been supported by the SSHRC Joseph-Armand Bombardier Doctoral
Award and the General Lemuel C. Shepherd, Jr. Memorial Dissertation
Fellowship. He has published in Strategic Studies Quarterly, Journal of
Military and Strategic Studies, Canadian Foreign Policy Journal, and
frequently with the Canadian Global Affairs Institute. Previously, he
has taught at Macalester College and held positions with the Centre for
Defence and Security Studies and the Consulates General of Canada in
Dallas and Minneapolis.

Dr David Perry

President of the Canadian Global Affairs Institute

Dr David Perry is the President of the Canadian Global Affairs Institute,
host of the institute’s Defence Deconstructed Podcast and a co-director
of the Triple Helix MINDs Collaborate Network. He is the author of
multiple publications related to defence budgeting, transformation
and procurement and a columnist for the Canadian Naval Review. He
received his PhD in political science from Carleton University where his
dissertation examined the link between defence budgeting and defence
procurement. He is an adjunct professor at the Centre for Military and
Strategic Studies at the University of Calgary and a research fellow of
the Centre for the Study of Security and Development at Dalhousie
University. He was previously the Senior Security and Defence Analyst
of the Conference of Defence Associations Institute and Deputy Director
of Dalhousie University’s Centre for Foreign Policy Studies. Embassy
Magazine and The Hill Times has named him one of the “Top 100
Influencing Canadian Foreign Policy.”

e

NTIB Research Series | Canada and the National Technology and Industrial Base 17



Analysis of America.
Insight for Australia.

—\) UNITED STATES
STUDIES CENTRE

CONTACT THE UNIVERSITY OF AU S American
. . ¥ Australi
United States Studies Centre SYDNEY USA Agssolc-)ailaltailgn

Institute Building (HO3)
The University of Sydney NSW 2006
ussc.media@sydney.edu.au

ussc.edu.au



