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Main points

The Build in Canada Innovation Program aims to help Canadian businesses
commercialize their innovative goods and services (i.e. prepare their product for
commercial launch) by providing them with the opportunity to demonstrate the
application of their innovations on a commercial scale within the federal government.
The Build in Canada Innovation Program has two key components through which
suppliers can apply for testing: the standard component and the military component.
The Build in Canada Innovation Program engages with industry to identify Canadian
companies with innovative products or services in the late stages of pre-commercial
development and solicits bids from these companies. The program then matches the
innovations with federal organizations with a corresponding need, and awards contracts
to companies such that their innovations can be used and tested by a federal department
or agency. The program then provides the companies with feedback on their innovations
and suggestions for how the innovations could be improved prior to taking them to
market.

The evaluation examined the ongoing relevance and performance of the Build in Canada
Innovation Program. Overall, the evaluation found that the need for both the standard
and military components of the Build in Canada Innovation Program persists, given an
historical lack of private sector support for the commercialization of late-stage
innovations in Canada. Further, the evaluation found that the Build in Canada Innovation
Program aligns with several federal priorities, particularly those relating to: investing to
build a leaner, more agile, and better-equipped military; investing in innovation;
economic growth; and job creation. As the Build in Canada Innovation Program’s role
is to foster innovation in Canadian industry on the national level, the evaluation found
that it is aligned with federal roles and responsibilities, and could not be devolved to the
provincial level or outsourced to the private sector. Consistent, nationwide delivery of a
program of this kind by the federal government is most logical given the federal
responsibilities associated with the target areas within the standard and military
components of the Build in Canada Innovation Program. Further, no similar program
for supporting innovation by providing an index buyer, who provides feedback based on
testing, was identified. In this context, the Build in Canada Innovation Program can be
seen as complementing existing programs that support the development and
commercialization of Canadian innovations.

Further, given Public Services and Procurement Canada’s strategic outcome Of
providing high quality services, including the acquisition of goods and services on behalf
of federal departments and agencies, the evaluation noted alignment between the
Department’s procurement-related strategic outcome and the Build in Canada
Innovation Program’s outcomes related to acquiring innovative goods and services for
Federal Government use. The Government also uses its substantial purchasing power as
a means to achieve social and economic goals for Canadians and Canadian business.
This aligns with the Build in Canada Innovation Program outcomes related to supporting
the procurement of innovations as a means to help the successful launch of innovations
in the marketplace. The procurement-based delivery model of the program also aligns
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Vi.

Vil.

viii.

with Public Services and Procurement Canada’s roles and responsibilities as the
common service provider for procurement services in the federal government. This is
especially to the case for the military component of the Build in Canada Innovation
Program, as Public Services and Procurement Canada has exclusive authority for
defence-related contracting in the government of Canada.

The evaluation also noted some degree of alignment between the Build in Canada
Innovation Program’s outcomes related to supporting improved performance of
innovations in the marketplace and the strategic outcomes for the Department of
Innovation, Science, and Economic Development related to enhancing Canada’s
innovation performance. The Build in Canada Innovation Program is an example of
how Departments with complementary objectives work together to achieve common
results for Canadians.

With respect to performance, the Build in Canada Innovation Program has made
progress towards achieving its intended outcomes. Small and medium enterprises from
across the country have expressed interest in the program. Similarly, the evaluation
found that an increasing number of federal departments and agencies were interested in
participating in the Build in Canada Innovation Program over the course of the
evaluation period. Industry and departmental participation in the program have also
increased. While the total number of proposals received from industry has declined, the
number of pre-qualified proposals has increased, with 72 and 74 pre-qualified proposals
received for the fourth and fifth calls for proposals, respectively. These numbers
represent an increase of 95% and 100%, respectively, over Call for Proposals 002, which
had seen the highest previous number of pre-qualified proposals, at 37.

The number of participating departments has also increased during the two most recent
Calls for Proposals. In fact, calls for proposals 004 and 005 saw the highest number of
participating departments in the program’s history, with 21 and 19 federal departments
participating respectively. These rates of participation represent 50% and 36% increases
over Call for Proposals 001, which had seen the highest previous level of participation
by federal departments, with 14.

However, while suppliers noted positive experiences with the Build in Canada
Innovation Program, such as the testing feedback and having a first time buyer both
contributing to the commercialization process for their innovations, they also identified
areas which they believe the program could improve, such as its website and progress
reports on the status of proposals. In addition, the Build in Canada Innovation Program’s
success is also dependent on the extent to which departments and agencies are open to
testing innovations to meet their needs, and the evaluation noted opportunities for
improvement in relation to this outcome. However, as this obstacle may be related to
elements of the culture of the Government of Canada, there are likely contributing
factors to it that are beyond the control of the program.

With respect to the Build in Canada Innovation Program’s economy and efficiency, the
evaluation found that the program operated economically and efficiently during a period
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of instability during the transition from being a pilot to a permanent program. Data for
the from April 1, 2015 to March 31, 2016 (the 2015 to 2016 fiscal year) (the most recent
year for which financial data was available) shows that the Build in Canada Innovation
Program spent a greater proportion of its funding on innovations than at any previous
point in the program’s history. In that year, 85% of the program’s $25 million budget
was spent directly on innovation-related work with companies. The program also
demonstrated increased efficiency in the 2015 to 2016 fiscal year, recording its lowest
percentage of expenditure on overhead in its history (14.1%) at the same time it was
directing a greater proportion of its budget to innovation work. Even greater economy
and efficiency may be achievable as the Build in Canada Innovation Program continues
its operations with greater security of its permanency and assurance of funding.

Management response
iX. Acquisitions Branch accepts this report and its recommendations.
Recommendations and management action plan

Recommendation 1: The Assistant Deputy Minister, Procurement should work
collaboratively with officials from Innovation, Science and Economic Development Canada
(ISED) to maintain coordination of the program with other elements of the innovation
agenda, optimize conditions for achieving its expected results, and develop mechanisms to
integrate results measurement of the Build in Canada Innovation Program into the results
measurement of the overall innovation agenda.

Management action plan 1.1: Since summer 2016, Acquisitions Branch has been
working closely with Innovation, Science and Economic Development on how the
federal government can leverage the procurement of innovation to bolster Canada’s
economic growth and global competitiveness. Specifically, officials within Acquisitions
Branch have been closely collaborating with Innovation, Science and Economic
Development Canada in the context of the Build in Canada Innovation Program renewal
and in regards to the design and development of Innovative Solutions Canada, a key
component of the Inclusive Innovation Agenda and Budget 2017.

Innovation, Science and Economic Development Canada is finalizing a proposed
approach for Innovative Solutions Canada — it is expected the initiative will formalize
government support for early-stage technology development with the dual objective of
supporting commercialization of Canadian innovations, and driving solutions
development that respond to Government of Canada challenges. In this context,
Acquisitions Branch will develop program options for innovation procurement and a
related results measurement framework that align with Innovative Solutions Canada and
other elements of the Innovation, Science and Economic Development Canada-led
Innovation Agenda.

Acquisitions Branch will also examine best practices in horizontal management and
apply them to the collaboration with Innovation, Science and Economic Development
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Canada in the context of Build in Canada Innovations program renewal and Innovative
Solutions Canada.

Recommendation 2: The Assistant Deputy Minister, Procurement, should implement
strategies to reduce barriers, real and perceived, that are precluding federal organizations
from purchasing Canadian innovations.

Management action plan 2.1: The Build in Canada Innovation Program will continue,
through proactive outreach and marketing, to drive both submissions of innovations to
the program and the uptake of innovations for testing the public sector. Engagement with
horizontal governance bodies (e.g. Science and Technology Advisory Board), federal
partners (e.g., Regional Development Agencies, Innovation, Science and Economic
Development Canada, and the National Research Council — Industrial Research
Assistance Program), targeted regional, seminars and educational opportunities (e.g.,
innovation showcases), digital engagement and social media will help to build greater
awareness and increased interest in how innovative goods and services can support
government objectives and challenges.

Further, outreach and educational efforts will be made with provincial, territorial and
municipal jurisdictions to enhance the testing opportunities for the Build in Canada
Innovation Program innovations. Partnerships between federal departments and other
jurisdictions have and continue to take place, and an increase in these opportunities will
support greater exposure for innovative goods and services being used in the public
sectors, and thus increase the potential uptake for full commercial purchases for future
operational use.

More broadly, Public Services and Procurement Canada’s Acquisitions Branch is
working with the Treasury Board Secretariat on how procurement policy (through a
Treasury Board-led policy suite reset) can best support government objectives, which
include socio-economic considerations and benefits when the government buys the
goods and services it requires.

Acquisitions Branch, through the procurement modernization initiative, will be
assessing how procurement, can more directly encourage and support purchases of
innovation, whether the purchases be for research and development purposes (the Build
in Canada Innovation Program, other research and development focused-activities), or
for supporting full operational needs of government (commercial purchases).
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Introduction

1.

This evaluation examined the ongoing relevance and performance of the Build in Canada
Innovation Program. The evaluation was included in the Public Services and Procurement
Canada 2015-2018 Risk-Based Audit and Evaluation Plan.

Profile

Background

2.

Innovation is a multi-stage process by which individuals, companies and organizations
develop, master, and use new products, designs, processes and business methods. The
components of innovation include research and development, invention, capital
investment, and training and development. Innovation (from idea to commercialization)
occurs along a continuum, where technology readiness increases at each stage. In Canada,
a gap in support was identified along the innovation continuum, particularly innovations
in the later stages of innovation.

In recognition of this issue, the federal government launched the Canadian Innovation
Commercialization Program in September 2010 as a two year pilot program. The pilot
phase concluded in March 2013, and through a Budget 2012 commitment, the program
was made permanent and re-launched in April 2013 as the Build in Canada Innovation
Program, with the addition of a military component.

According to Budget 2010, small and medium-sized enterprises were estimated to account
for approximately 98% of all businesses in Canada and employed more than 5 million
people, accounting for roughly half of the private sector workforce. It was anticipated that
increased innovation among Canadian small and medium-sized enterprises would
encourage economic development and create additional “high-value jobs”. Budget 2010
stated that many Canadian companies that had developed new and innovative products
struggled to find buyers due to the higher risks associated with untested products.

The Build in Canada Innovation Program helps businesses commercialize their innovative
goods and services by providing them with the opportunity to prepare their product or
service for commercial launch. It does this by procuring pre-commercial Canadian
innovations on behalf of interested federal organizations which agree to test the product
or service in their environment to determine if it could meet their needs. It also provides
companies with the opportunity to demonstrate the successful application of new concepts
on a commercial scale by testing their products within the federal government with the
benefit of client feedback on the performance of the tested innovations. More specifically,
the Build in Canada Innovation Program operates in the following manner:
a. industry has a broad range of innovative goods and services
b. the Build in Canada Innovation Program engages in outreach to inspire industry to
engage with the federal government on their innovations and to inspire government
departments to test innovations

Public Services and Procurement Canada 1
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the Build in Canada Innovation Program solicits bids through an open Call for
Proposals process for standard component and military component innovations
within specified priority areas
for Calls for Proposals 1 through 5, proposals were received and evaluated to
determine the top scored innovations, which were then pre-qualified until funding is
exhausted. Beginning with Call for Proposal 6, proposals are received and evaluated
against program criteria and are either successful (pre-qualified) or not
pre-qualified innovations are matched to federal departments through the following
process:
i. the program engages pre-qualified companies and testing departments to
develop a match for the innovation
ii.  when a match is confirmed, a memorandum of understanding is signed
between the testing department and the Build in Canada Innovation Program,
which transfers ownership of the innovation to the testing department
lii.  a statement of work (the basis for the test plan) is negotiated between the
testing department and the supplier based on the supplier’s innovation
proposal
iv. a contract is established between the supplier and the Build in Canada
Innovation Program
Federal departments test the innovations and provide feedback

6. The objectives of the Build in Canada Innovation Program, which remain the same as
those expressed under the Canadian Innovation Commercialization Program, are to
promote innovation and support small and medium enterprise development in Canada.
Specifically, the Build in Canada Innovation Program aims to:

7.

8.

create an opportunity for private sector innovators to build on their investments and
technologies (their innovations) to better enable their launch into the marketplace
improve the efficiency and effectiveness of government operations through use of
innovations, and the openness of federal procurement, including to small and medium
enterprises

identify entities in Canada that have innovations that are very mature, and connect
them with potential users in federal departments

improve accessibility for doing business with the Government of Canada

The program works to achieve these objectives through the support of innovations
categorized under two umbrella components: standard and military.

The standard component of the program encompasses the same four target areas that were
identified as part of the program pilot from 2010 to 2012. Innovations must be usable
within the following areas of federal operations:

environment — goods or services that have been developed either to compete in the
environment industry or to compete in another industry while offering clearly
demonstrable environmental benefits over existing goods and services

safety and security — goods or services that have been developed either to compete
in the safety and security industry or to compete in another industry while offering
clearly demonstrable safety or security benefits over existing goods and services

Public Services and Procurement Canada 2
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9.

10.

e health —goods or services that have been developed either to compete in the
personal or public health industry or to compete in another industry while offering
clearly demonstrable health benefits over existing goods and/or services

e enabling technologies — goods or services that alone or in combination with
associated technologies provides the means to generate clearly demonstrable
improvements in performance and capabilities for the user

As noted above, Budget 2012 established the program as permanent, providing $95
million in additional funding over the next 3 years, as well as an annual budget of $40
million per year thereafter. In addition, Budget 2012, which also dealt extensively with
investment in the Canadian military, expanded the program to include a military
component which would allow federal organizations with related mandates to benefit
specifically from innovative goods and services with a military application. The
program’s military component encompasses six target areas:
e command and support — goods or services that direct defence and security forces
towards an objective and are interoperable with those of our allies
e cyber-security — goods or services that can be used to secure this domain
e protecting the soldier — goods or services that would serve to protect the soldiers
of the Canadian Armed Forces
e arctic and marine security — goods or services that provide specialized
functionality in Canada’s vast maritime boundary and arctic landmass
e in-service support — goods or services that support and maintain the performance
of military equipment throughout its life-cycle, which can include modifications to
address changing requirements over the lengthy lifetime of most major equipment
e training systems — goods or services that prepare Canada’s land, sea, air and civil
security forces for the complex situations in which they are called upon to operate.
Trainings systems typically have dual-use in both military and commercial
applications, but those submitted under the military component should be
customizable to the requirements of the Department of National Defence

More recently, the program has introduced changes which allow participating federal
organizations the option of pursuing follow-on sales after the completion of testing. As
such, innovators that received contracts under the program’s fourth and fifth Calls for
Proposals were eligible for further testing for up to two years from the date of their pre-
qualification or their initial contract, depending on the time of their contact award.
Innovators, who started the Contract Award Process but had not received an initial
contract were also eligible for testing up to two years from the date of their pre-
qualification. These changes are directed at increasing collaboration between federal
organizations and Canadian suppliers in support of innovation, as well as an increased
ability for federal departments to use innovative goods and services.

Authority

11.

The authorities for the Department to undertake the activities of the Build in Canada
Innovation Program are provided under section 6 of the Department of Public Works and
Government Services Act. This section provides the Minister with the authority for “the
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acquisition and provision of articles, supplies, machinery, equipment and other materiel
for departments” as well as “the acquisition and provision of services for departments.”
Further, section 8(1) of the Act states that “the Minister may delegate any of the Minister’s
powers, duties or functions under this Act to an appropriate minister for any period and
under any terms and conditions that the Minister considers suitable.” This allows for
delegation of the Minister’s authorities for the procurement on behalf of government
departments.

Additionally, with respect to the purchase of military goods and services, section 10
paragraph 2 of the Defence Production Act indicates “the Minister [of PSP] shall have
exclusive authority to buy or otherwise acquire defence supplies and construct defence
projects required by the Department of National Defence.” The Act further indicates that
“the Minister [of PSP] may authorize any person, on behalf and under the control and
direction of the Minister, to do any act or thing or to exercise any power that the Minister
may do or exercise under [the] Act.” This allows for the delegation of the Minister’s
authorities for the procurement of defence supplies.

Additional authority for the Build in Canada Innovation Program was provided as part of
Budget 2012, which established it as permanent and provided it with the authority to add
the military procurement component.

Roles and responsibilities

14.

15.

The Office of Small and Medium Enterprises and Strategic Engagement manages the
delivery of the Build in Canada Innovation Program. Office of Small and Medium
Enterprises and Strategic Engagement is part of Public Services and Procurement
Canada’s Acquisitions Branch and is responsible for managing the program from Public
Services and Procurement Canada headquarters, as well as delivering it from Public
Services and Procurement Canada’s six regional offices. Office of Small and Medium
Enterprises and Strategic Engagement regional offices are key partners in conducting the
Build in Canada Innovation Program outreach activities, enabling them to leverage
partnerships within the small and medium-enterprises community, as well as across
federal departments and agencies, formed through the delivery of the Office of Small and
Medium Enterprises and Strategic Engagement. Promotional events and seminars are held
across Canada to highlight program benefits to stakeholders, and the Build in Canada
Innovation Program regularly attends trade shows and similar events across Canada.

The Build in Canada Innovation Program is responsible for maintaining an informative
website which provides up-to-date news on the program, such as improvements and
information on events, the Build in Canada Innovation Program success stories, and
information on how to participate in the program. As well, the Build in Canada Innovation
Program is responsible for maintaining the procurement process assessment criteria and
e-tools. The program maintains the criteria used to evaluate and pre-qualify proposals.
Regarding maintaining e-tools, the Build in Canada Innovation Program has introduced a
start-to-finish electronic approach to distributing information, receiving and evaluating
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16.

17.

18.

19.

20.

21.

responses to Call for Proposals, which had traditionally been done through the submission
of multiple hard copies.

Public Services and Procurement Canada’s Science Procurement Directorate develops the
Calls for Proposals, which are posted on Public Services and Procurement Canada’s
procurement website (buyandsell.gc.ca) and allows for innovations to be procured
through a competitive process. The Science Procurement Directorate is responsible for
developing the Calls for Proposals in a way that ensures innovations: are submitted by
Canadian bidders; include at least 80% Canadian content; have not been sold
commercially; demonstrate the bidder has Intellectual Property ownership or rights; and
are valued under $500,000 for the standard component and under $1,000,000 for the
military component. The Science Procurement Directorate is responsible for evaluating
the proposals received against this mandatory criteria prior to evaluation by the National
Research Council’s Industrial Research Assistance Program.

Industrial Technology Advisors from the National Research Council’s Industrial
Research Assistance Program score proposals based on their testing plan (i.e.: the
approach to be taken for testing), level of innovation, commercialization capacity, and
benefits (i.e. technical readiness level). This process yields a list of pre-qualified proposals
that are eligible to be matched with a testing department, but are not guaranteed a contract.

The Innovation Selection Committee (comprised of individuals from private sector and
academia with expertise in investment, entrepreneurship, innovation, and
commercialization trends) is responsible for conducting a review of the Build in Canada
Innovation Program process and providing feedback to the program. The role of this
committee and the scope of its review are currently being redefined in the context of
changes being made to the delivery of the Build in Canada Innovation Program.

There are two entities accountable for the matching process. For the Standard Component,
the Build in Canada Innovation Program is responsible for helping connect pre-qualified
bidders with potential testing departments. For the Military Component, the Defence
Validation Committee (comprised of officials from National Defence) reviews military
bids and attempts to find suitable matches with the appropriate sectors within the
Department of National Defence/Canadian Forces.

Once a match is found for an innovation, the Build in Canada Innovation Program is
responsible for establishing an Innovation Transfer and Evaluation Agreement
(Memorandum of Understanding) with the testing department, as well as a statement of
work based on the supplier’s innovation proposal, which is agreed to by the supplier and
the testing department. The Science Procurement Directorate is responsible for the overall
contract between the supplier and the Build in Canada Innovation Program.

The Build in Canada Innovation Program is responsible for covering all costs related to
the procurement of the innovation including purchasing price, shipping and
transportation, installation, training and maintenance, and support.

Public Services and Procurement Canada 5
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Government departments and agencies that test innovations are responsible for adhering
to the conditions and requirements outlined within the statement of work they negotiate
with the supplier concerning the implementation, utilization, and testing of the innovation.
Specific responsibilities include providing the agreed upon testing environment, including
necessary equipment and facilities, and adequate staff to be trained and to perform the
test. Testing departments and agencies are also responsible for providing feedback on the
innovation’s performance according to a mutually agreed upon schedule and in a standard
format. Feedback includes, but is not limited to, the overall satisfaction of the testing
department with the innovation, the degree to which the innovation met the
requirements/expectations, challenges encountered, and the overall impression the testing
department had of the Build in Canada Innovation Program process. Testing departments
are also responsible for tracking and reporting their in-kind contributions and providing
this information to the Build in Canada Innovation Program.

The Build in Canada Innovation Program is responsible for providing guidance and
facilitating the innovation management process for each testing department, which
includes the distribution of testing feedback to suppliers.

Resources

24.

25.

26.

The Canadian Innovation Commercialization Program was announced in 2010 as a two
year, $40 million pilot program. In Budget 2012, the Build in Canada Innovation Program
was made a permanent program with the federal government committing an additional
$95 million over three years, starting in April 1, 2013 to March 31, 2014 (the 2013 to
2014 fiscal year) and $40 million per year thereafter. The Build in Canada Innovation
Program’s financial requirements in the first three years of permanency (fiscal year 2013
to 2014 to fiscal year 2015 to 2016) have been reduced from $95 million, committed in
Budget 2012, to $64 million.

In 2011, the federal election froze all outreach activities, and as a result the Build in
Canada Innovation Program was unable to use all of the funds allocated for these activities
during its pilot phase. Of these funds, $10.4 million was reallocated to other priorities
within Public Services and Procurement Canada. Additionally, a six-month moratorium
on the Build in Canada Innovation Program’s outreach activities in the 2013 to 2014 fiscal
year impacted regional outreach, resulting in a drop in promotional activity during that
fiscal year. To ensure future funds are dedicated exclusively to program activities, the
program’s funding was established as a special purpose allotment when approval was
received to make it a permanent program.

Further information on the specifics of the annual funding and expenditures of the Build
in Canada Innovation Program are outlined in the Efficiency and Economy section of this
report.

Logic model

217.

A logic model is a visual representation that links a program’s activities, outputs and
outcomes; provides a systematic and visual method of illustrating the program theory; and
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shows the logic of how a program is expected to achieve its objectives. It also provides
the basis for developing the performance measurement and evaluation strategies,
including the evaluation Matrix.

28. Given the changes made to the Build in Canada Innovation Program subsequent to its
permanency, the logic model was revised by the evaluation Team based on a detailed
document review, meetings with program managers and interviews with key stakeholders.
It was subsequently validated with program staff. The logic model is provided in Exhibit
1.

Public Services and Procurement Canada 7
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Exhibit 1: Logic model

‘ Pillars ‘ ‘ Outreach ‘ ‘ Call for Proposals

BCIP BCIP SPD NRC-IRAP ISC
Al. Organize A3. Maintain A4. Develop ||A5. Evaluate ||A6. Provide
Outreach procurement and Issue Call | | proposals feedback on

Activities ige:zz tain process for Proposals Call for

Imformative assessment Proposals
Website for criteria and e- process
suppliers and | [tools
federal entities.

! | I

o1 Cl)auctrI:ach 03. Criteria & e-tools (BCIP)
outputs evénts O4. Calls for Proposals (SPD)
p ) 05. Assessment Results (ISC; NRC-IRAP)
02. Website

and content 06. List of pre-qualified innovations (NRC-IRAP)

, } ,

; i. SMEs are interested in ii. Federal government departments iii. Private sector innovators use .
Immediate - . ) ) iv. Government departments test
engaging with the federal have knowledge of and take interest the program to test their ) .
Outcomes ) 2= : - : innovations
government in testing innovations innovations
I I I ]
v v
Intermediate| |V Canadian companies are better prepared to enter the marketplace
o with their innovations due to feedback gained from the department vi. Federal departments support innovative Canadian businesses
utcomes and the prior purchase of the innovation

v v v

Final vii. Canadian innovations are viii. Companies and federal departments . . -
h . ix. Federal departments use innovations
Outcomes successfully brought to market partner to support a culture of innovation
\ |
PSPC ) ) ) ) . .
Strategic Deliver high-quality, central programs and services that ensure sound stewardship on behalf of Canadians
g and meet the program needs of federal institutions.
Outcome
Acronyms
BCIP — Build in Canada Innovation Program ISC — Innovation Selection Committee
SPD — Science Procurement Directorate DVC - Defence Validation Committee
NRC-IRAP — National Research Council — Industrial Research Assistance Program OGDs — Other Government Departments
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Program activities

29.

The Build in Canada Innovation Program’s activities are organized under three pillars
(Outreach; Call for Proposals; and Innovation Management). The responsibilities for each
activity are outlined in the Roles and Responsibilities section above.

Results of the formative evaluation of the Canadian Innovation Commercialization
Program

30.

3L

32.

33.

A formative evaluation of the Canadian Innovation Commercialization Program was
conducted in 2011. The Canadian Innovation Commercialization Program was the pilot
program that ultimately led to the creation of the Build in Canada Innovation Program.
The conclusions and recommendations from the formative evaluation were considered in
the planning of the current evaluation in order to avoid duplication of effort and to ensure
that the current evaluation’s findings are relevant to the program.

The 2011 Evaluation of the Canadian Innovation Commercialization Program found that
the rationale for the program remained sound and there was a continued need for the
unique form of assistance provided by the Canadian Innovation Commercialization
Program. It also concluded the program was aligned with government priorities related to
support for Canadian innovation and for Canadian small and medium enterprises, as well
as Public Services and Procurement Canada’s strategic outcome to deliver high-quality,
central programs and services that ensure sound stewardship on behalf of Canadians and
meet the program needs of federal institutions.

The previous evaluation also concluded that the Canadian Innovation Commercialization
Program had been successful in attracting small and medium enterprises and federal
departments to the program, as well as the use of innovation by the government, as
indicated through multiple matches made between suppliers and government
departments. However, the formative evaluation was unable to assess the success of the
testing and feedback process as only one innovation was being used at the time of the
evaluation.

The previous evaluation contained two recommendations aimed at including lessons
learned in the performance measurement framework and improving the timeliness of
contracting. The program provided a management action plan which has since been fully
implemented. The Office of Audit and Evaluation has validated the implementation of
these actions.

Focus of the evaluation

34.

The objectives of this evaluation were to determine the program’s relevance and its
performance in achieving its expected outcomes efficiently and economically. The
evaluation assessed the Build in Canada Innovation Program for the period from April
2012 to April 2016.
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Approach and methodology

35.

36.

37.

The Deputy Minister of Public Services and Procurement Canada approved the conduct
of this evaluation as part of the 2013-2018 Risk-Based Audit and Evaluation Plan.
Planning and research took place between April 2015 and April 2016, in accordance with
the Standard on Evaluation for the Government of Canada and in conformity with the
Public Services and Procurement Canada Policy on Evaluation.

While a formative evaluation was conducted on the pilot of this program (Canadian
Innovation Commercialization Program), the scope of the program has changed in that a
military component has been added. As such, the current evaluation focused on the core
questions relating to relevance and performance of both the standard and military
components; however, it did not examine aspects relating to the implementation of the
program which were examined in the formative evaluation. Given the potential for
changes in federal priorities and departmental mandates following the October 2015
federal election, the relevance of the Build in Canada Innovation Program as a whole was
examined irrespective of the conclusions of the formative evaluation.

More information on the approach and methodologies used to conduct this evaluation can
be found in the About the Evaluation section at the end of this report.

Findings and conclusions

38.

The findings and conclusions below are based on multiple lines of evidence that were
collected during the evaluation. They are presented according to the Core Issues to be
Addressed in Evaluations (relevance and performance), as outlined in the former Treasury
Board Directive on the evaluation Function, which was in effect during the conduct of
this evaluation.

Relevance

39.

The assessment of relevance involved an examination of the extent to which the program
addressed a continuing need, was aligned with federal priorities and departmental
strategic outcome and was an appropriate role and responsibility for the federal
government.

Continuing need:

40.

The evaluation assessed the extent to which there continues to be a need for the Build in
Canada Innovation Program. The evaluation found that the need persists for both the
standard and military components of the program given the lack of investment from the
private sector for innovations at the pre-commercialization stage. From the perspective of
the continuing need for the military component of the Build in Canada Innovation
Program, the six target areas correspond with the six Key Industrial Capabilities, which
are the priority areas for planned defence procurement. The military component also
supports the increased focus by the Canadian Armed Forces on the development of
original products domestically.
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41.

42.

43.

44,

45,

As noted in the 2011 evaluation report, the original rationale for the program was that the
ability of a business, particularly a small or medium enterprise, to innovate is critical to
Canada's economic future. The program was designed to address a gap in federal support
for Canadian innovators at the pre-commercialization stage, with a view towards
stimulating innovation by Canadian companies through the provision of financial and
non-financial support for companies with products and/or services at this critical point in
their development.

On the financial level, there has been an ongoing shortage of investors for pre-
commercialization innovations due to the high level of risk associated with this stage of
the innovation continuum. In 2011, an expert panel reported to the Minister of State for
Science and Technology that “innovative start-up )

firms need access to risk capital to build a bridge | There’s funding out there for
between their new ideas and commercial | R&D butthere’s a gap between
viability,” and its belief that “the key to addressing that deve]opment, and a fully
Canada’s well-documented business innovation | commercialized product. The
challenges — including the significant | Build in Canada Innovation
commercialization gap — is to strategically target | Program fills that gap both from
efforts to support the growth of innovative firms.” | @ financial standp_omt and from
The Build in Canada Innovation Program | @Product standpoint. _
continues to fill this gap in private sector - Participating Supplier
investment.

As well, research conducted by the Conference Board of Canada in 2013 ranked Canada
fourteenth among fifteen peer countries in investment in innovation. In its 2015 report,
the Conference Board reported that Canada had become stronger in investment in
innovation, ranking ninth of sixteen peer countries, though there was significant disparity
between provinces.

On the non-financial level, the continuing need for the Build in Canada Innovation

Program is also demonstrated by the strong support for federal procurement as a

mechanism to promotion innovation development in the supplier community.

Specifically, the evaluation found that federal procurement offers advantages to suppliers

- : that direct financing does not. These advantages

The testing department received | o suppliers include establishment of an index

tremendous benefits from this as | client which can be used as a reference in

well. They got a piece of ' griving future sales as well as real world testing

technology that they really | of their innovations. Federal procurement

needed and never had the capital | allows the federal government to stimulate

budgets to purchase. business innovation using procurement as a

- Participating Supplier demand-pull instrument (i.e.: creating demand

to stimulate growth). By targeting areas of

priority for the federal government, the demand-pull effect on innovation also assists the
federal government in using Canadian innovation to meet its policy needs.

In 2011, the expert panel reported to the Minister of State for Science and Technology
that “the government should make better use of its substantial purchasing power to create
opportunity and demand for leading-edge goods, services and technologies from
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46.

47.

Canadian suppliers. This will foster the development of innovative and globally

competitive Canadian companies
connected to global supply chains, while
also stimulating innovation and greater
productivity in the delivery of public

Grants go in financial statements and
they reduce expenses; there are a lot of
programs like that. The Build in Canada

goods and services.” The report, | Innovation Program is the only one who
Innovation Canada: A Call to Action, | brings it to sales. _
singled out the Build in Canada - Participating Supplier

Innovation Program as one of Canada’s

opportunities to use procurement (as

opposed to strictly financing through a grant or contribution program) to enhance
industrial innovation. Further, a 2015 survey of 35 member nations conducted by the
OECD determined that 80% of responding countries were similarly engaged in some level
of innovation procurement.

For the military component specifically, a February 2013 special report to the Minister of
Public Works and Government Services entitled Canada First: Leveraging Defence
Procurement Through Key Industrial Capabilities, indicated that while many allied
countries were experiencing either a shift or decrease in military spending in recent years,
“Canada continues to re-equip its land, sea and air forces with sustained expenditures on
equipment and readiness...” Further, $240 billion has been forecasted between 2008 and
2027 to re-equip all three branches of the Canadian Forces (i.e.: the Canadian Army, the
Royal Canadian Navy, and the Royal Canadian Air Force). However, the Panel
responsible for the Canada First report indicated that with most of the key decisions on
these procurements set to occur in the next few years, the window of opportunity to
leverage defence procurement is closing rapidly. As such, and given the lack of available
support to innovators, the Panel noted that Canada runs the risk of Canadian entrepreneurs
not being in a position to capitalize on this opportunity. The Build in Canada Innovation
Program provides an avenue through which Canadian entrepreneurs can simultaneously
capitalize on this opportunity while contributing to Canada’s mitigation of this risk.

The Canada First report noted that in 2011, the Canadian defence-related industry
accounted for more than two thousand companies with more than 70,000 employees,
representing an estimated $12.6 billion in annual revenues. The report further noted that
many defence-related companies get their start with one or a few initial customers, where
a government is almost always one of these first customers. However, the report suggested
that domestic military procurement opportunities could be significantly improved with a
view towards greater investment and more globally competitive industrial capabilities in
Canada, and it endorsed the implementation of Key Industrial Capabilities® as a means of
fully leveraging economic opportunities for Canadians as a result of planned defence
procurement. Further, it encouraged the government to reduce its reliance on Industrial
Regional Benefits? through the achievement of better balance within the portfolio of

1 Key Industrial Capabilities aim to focus government and industry efforts on a limited number of priorities.

2 Canada's Industrial and Regional Benefits Policy ensures that Canadian industry benefit from Government
defence and security procurement. The Policy requires companies that win defence and security contracts
with the Government of Canada place business activities in Canada at the same value of the contract.
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48.

49,

procurement options, which includes developing original products domestically. The six
Key Industrial Capabilities identified in the report are the same six priority areas identified
for the military component of the Build in Canada Innovation Program (outlined in
paragraph 6). Given this alignment, the Build in Canada Innovation Program appears to
be addressing the issues noted by the Panel responsible for the Canada First report.

From the perspective of the key the Build in Canada Innovation Program stakeholders, a
March 2016 survey conducted by Public Services and Procurement Canada’s Office of
Audit and Evaluation sought the views of officials from other federal entities regarding,
among other things, the relevance of the military component of the program. The results
of the survey indicated that other federal departments and agencies believed there is a
continuing need for the Build in Canada Innovation Program. More specifically, the
survey found:
e 92% of respondents agreed or strongly agreed that there was a continuing need for
the military component of the Build in Canada Innovation Program
e 81% of respondents agreed or strongly agreed that the Build in Canada Innovation
Program was supportive of the objectives of the Defence Acquisition Guide
e  76% of respondents agreed or strongly agreed that the increased use of innovations
through the Build in Canada Innovation Program has had a positive impact on the
Government’s ability to acquire the right equipment for the Canadian Armed
Forces
e  75% of respondents agreed or strongly agreed that the Build in Canada Innovation
Program provides the Canadian military with the ability to use innovative
products/services
e 71% of respondents agreed or strongly agreed that the Canadian military is open
to using more innovative products/services instead of products/services already
commercially available

Suppliers who had participated in the program also expressed strong support for the
continuation of the Build in Canada Innovation Program. Case studies conducted by
Public Services and Procurement Canada’s Office of Audit and Evaluation in March 2016
sought the views of companies that had tested innovations through the Build in Canada
Innovation Program. The participating innovators were largely supportive of the program,
particularly in relation to the appropriateness of the Build in Canada Innovation Program’s
procurement-based delivery model.

Alignment with federal priorities and departmental strategic outcome:

50.

The evaluation assessed the extent to which the Build in Canada Innovation Program is
aligned with government-wide and departmental priorities. The evaluation found that the
Build in Canada Innovation Program aligns with federal priorities and with the Public
Services and Procurement Canada’s strategic outcome for providing high-quality
programs and services that meet the needs of federal institutions. The evaluation also
noted some degree of alignment between the Build in Canada Innovation Program’s
longer term outcomes and the strategic outcomes identified for the Department of
Innovation, Science, and Economic Development.

Alignment with federal priorities
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51.

52.

Budget 2016 indicated the Government’s view that, to achieve economic growth and
prosperity, Canada must invest more in 5 )

innovation. It is the Government’s position that for The _BUIId in  Canada
Canada to become a global innovation leader, | Innovation — Program  has
more of the country’s creative entrepreneurs and created employees for us. We
innovative companies will need to seize global | Started with 10 and now we
market opportunities to grow their businesses. & havel1s8. _
Throughout Budget 2016, economic growth is - Participating Supplier
repeated as a key priority, along with job creation.

The Prime Minister linked these goals to mandate

commitments of several Ministers, including the Minister of Public Services and
Procurement whose Mandate Letter outlines the expectation that the Minister will
“...[m]odernize procurement practices so that they ... include practices that support our
economic policy goals.” As a program that aims to promote innovation growth, which is
linked to job creation, the Build in Canada Innovation Program aligns with these priorities.

With respect to the Government’s priorities related to the Canadian Armed Forces
specifically, one of the commitments outlined in the 2015 Speech from the Throne was to
invest in building a leaner, more agile, better-equipped military. This commitment was
supported in Budget 2016, which stated that the Government is committed to providing
greater security for Canadians, which includes ensuring that the Canadian Armed Forces
have the equipment and personnel required to protect Canadian sovereignty, defend North
America, provide disaster relief, conduct search and rescue, support United Nations
peace-keeping operations, and contribute to the security of allies and to coalition
operations abroad. To this end, the investment in innovations through the Build in Canada
Innovation Program supports the Government’s identified priorities related to innovation
development to seize global opportunities as well as ensuring the Canadian Forces have
the right equipment.

Alignment with the Public Services and Procurement Canada strategic outcome

53.

The Build in Canada Innovation Program’s alignment with Public Services and
Procurement Canada’s strategic outcome for procurement-related services to federal
departments was previously established in the 2011 Evaluation of the Canadian
Innovation Commercialization Program. Public Services and Procurement Canada’s
strategic outcome of providing high quality services, including the acquisition of goods
and services, on behalf of federal departments and agencies aligns with the Build in
Canada Innovation Program’s outcomes related to acquiring innovative goods and
services for Federal Government use. The Government also uses its substantial purchasing
power as a means to achieve social and economic goals for Canadians and Canadian
business. This aligns with the Build in Canada Innovation Program outcomes related to
supporting the procurement of innovations as a means to help the successful launch of
innovations in the marketplace. The procurement-based delivery model of the program
also aligns with Public Services and Procurement Canada’s roles and responsibilities as
the common service provider for procurement services in the federal government. This
has been reconfirmed as part of recent corporate reporting documents, such as the 2014-
2015 Public Services and Procurement Canada Departmental Performance Report and the
Acquisitions Branch Business Plan, which highlight the Build in Canada Innovation
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54.

Program as one of the ways in which the Department is delivering innovative, effective
and efficient procurement services to federal organizations. The alignment between the
Department’s strategic outcome and the Build in Canada Innovation Program is also
applicable to the military component of the Build in Canada Innovation Program, as
Public Services and Procurement Canada’s strategic outcome is equally applicable to the
delivery of military procurement.

The evaluation also noted that some of the intended outcomes of the Build in Canada
Innovation Program align with the strategic outcomes of the Department of Innovation,
Science, and Economic Development. Specifically, program outcomes related to
supporting improved performance by better positioning Canadian companies to
commercialize their innovations and Canadian innovations being successfully brought to
market appear to align with that department’s strategic outcomes related to enhancing
Canada’s innovation performance. A feature of Minister’s Mandate letters is a
communicated desire to work horizontally to achieve benefits for Canadians. The Build
in Canada Innovation Program is an example of how Departments with complementary
objectives work together to achieve common results for Canadians.

Alignment with federal and departmental roles and responsibilities:

55.

56.

To determine if the program is an appropriate role and responsibility for the federal
government and Public Services and Procurement Canada, the evaluation reviewed the
extent to which the Build in Canada Innovation Program could be devolved to the private
sector or the provinces and whether the program complements, duplicates or overlaps with
other federal government functions. Additionally, the evaluation examined the extent to
which the outcomes of the Build in Canada Innovation Program are best aligned with the
roles and responsibilities of Public Services and Procurement Canada.

The evaluation found that given the national scale of this program, its delivery by the
federal government is most logical. Additionally, the Build in Canada Innovation Program
appears to complement existing Government of Canada programs which support
innovation development and commercialization. The evaluation found a strong preference
among suppliers for the procurement-based program delivery model over a
grants/contribution/loan approach.

Extent to which the Build in Canada Innovation Program is a federal role and responsibility

57.

As outlined in the section above regarding the continuing need for the program, the raison
d’étre for the Build in Canada Innovation Program relates to the lack of private sector
investment in pre-commercialization innovations across Canada. Given this, the
evaluation found that the Build in Canada Innovation Program is aligned with federal
roles and responsibilities as the program is directed at stimulating an element of the
national economy.

Further, the evaluation concluded that, based on the evidence supporting the continuing
need for this program, outsourcing the responsibility for the Build in Canada Innovation
Program to the private sector would not be feasible. Given the Build in Canada Innovation
Program’s intended outcomes of stimulating as aspect of the economy in which the private
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sector itself is deficient, and the need to ensure nationwide consistency for such an
initiative, the evaluation concluded that federal government delivery of the program is
most appropriate. As well, the program aims to increase the use of innovations in the
federal government, which is a responsibility owned by the Government of Canada.
Similarly, with respect to the viability of devolving the program to the provinces, the
nature of the target areas within both the standard and military components of the Build
in Canada Innovation Program are such that the Build in Canada Innovation Program
would not align with the mandates of the provincial governments. Additionally, per the
National Defence Act, the defence of Canada is a federal role and responsibility which
cannot be devolved to the provincial level, meaning the military component of the Build
in Canada Innovation Program must reside with the federal government. Further, the
provinces would not be in a position to ensure uniform implementation of this type of
programming across the country and, as investment in innovation varies considerably
across provinces, the need for a nationally-focused strategy to ensure consistency is
indicated. As such, the evaluation concluded that devolution of the program to the
provinces would also not be feasible.

Extent to which the Build in Canada Innovation Program complements, duplicates or
overlaps with other federal government functions

58. The Build in Canada Innovation Program appears to complement existing federal

59.

programing for innovators. Case studies of eight suppliers who had completed testing with
the program found that while all suppliers had used some form of federal funding
(predominantly the National Research Council’s Industrial Research Assistance
Program), there were no other programs like the Build in Canada Innovation Program that
offered the benefits of large-scale client testing and a first time buyer. All suppliers
interviewed also noted that the procurement-based program design of the Build in Canada
Innovation Program is preferable to a grant or contribution approach.

A jurisdictional review conducted by the Office of Audit and Evaluation examined 13
federal programs and found that the Build in Canada Innovation Program did not overlap
or duplicate existing federal programming for innovation commercialization. The review
found that the Build in Canada Innovation Program was the only program providing a
setting in which pre-commercialized innovations could be used and tested, whereas other
existing programming provided either funding by way of a grant, contribution or loan, or
provided general business mentorship. None of the programs examined provided a forum
for suppliers to test their innovations.

Extent to which the Build in Canada Innovation Program is aligned with the roles and
responsibilities of the Department

60.

The Build in Canada Innovation Program’s procurement-based delivery model aligns
with the mandate and accountabilities of the Minister of Public Services and Procurement
for the acquisition of goods and services on behalf of other federal entities as laid out in
the Department of Public Works and Government Services Act and the Defence
Production Act.
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61.

62.

The Department of Public Works and Government Services Act establishes Public
Services and Procurement Canada as the common service agency for the Government of
Canada, and provides the foundation for the Department’s roles in providing the
Government of Canada’s departments, boards and agencies with common services in
support of their programs. This support includes, but is not limited to, acquisitions on
behalf of federal organizations, which is a key component of the Build in Canada
Innovation Program. Similarly, the Treasury Board of Canada’s Common Services Policy
establishes roles and responsibilities for Public Services and Procurement Canada in
acquisition services for federal organizations. As a program that is concerned with the
acquisition and use of innovations by federal organizations, the Build in Canada
Innovation Program is well-aligned to these elements of Public Services and Procurement
Canada’s roles and responsibilities.

Further, the Defence Production Act provides the foundation for supplementary roles and
responsibilities for the Minister of Public Services and Procurement with regards to the
Build in Canada Innovation Program’s military component. Under the Defence
Production Act the Minister of Public Services and Procurement is vested with authorities
specific to defence supplies and contracts required by federal departments, as well as
exclusive authority for defence supplies and projects required by the Department of
National Defence. As such, there is strong alignment between the military component of
the Build in Canada Innovation Program and the roles and responsibilities granted the
Minister under the Defence Production Act.

Conclusions: relevance

63.

64.

Overall, the evaluation found that the program remains relevant, and there is a continuing
need for the Build in Canada Innovation Program. The evaluation found that the Build in
Canada Innovation Program aligns with the roles and responsibilities and priorities of the
federal government and complements the existing suite of federal programs directed at
supporting innovation in the Canadian economy.

The evaluation found that there is alignment between the program and Public Services
and Procurement Canada’s strategic outcome. The Build in Canada Innovation Program’s
procurement-based delivery model produces activities and outputs which are aligned with
the Department’s roles and responsibilities as the common service organization
responsible for procuring goods and services on behalf of the Government of Canada.
This is additionally the case as relates to the military component of the Build in Canada
Innovation Program, as Public Services and Procurement Canada has more specific roles
and responsibilities for the procurement of defence-related supplies flowing from
authorities granted to the Minister under the Defence Production Act. The Build in Canada
Innovation Program’s outcomes related to companies and federal departments partnering
to support a culture of innovation and related to federal departments using innovations
also align to Public Services and Procurement Canada’s strategic outcome. As noted
above, the evaluation also found that some program outcomes appear to align with the
strategic outcomes of the Department of Innovation, Science, and Economic
Development. The Build in Canada Innovation Program is an example of how
Departments with complementary objectives work together to achieve common results
for Canadians.
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Performance

65. Performance assesses the extent to which the Build in Canada Innovation Program was
able to achieve its objectives and the degree to which it was able to do so in a cost-effective
manner that demonstrated efficiency and economy.

Outcome achievement

66. The evaluation examined the degree to which the Build in Canada Innovation Program
achieved its intended immediate, intermediate, and final outcomes, as outlined in the logic
model in Exhibit 1. The intended outcomes of the program are identified below, followed
by an assessment of the extent to which they were achieved.

Immediate outcome #1: Small and medium enterprises are interested in engaging with the
federal government.

67. The evaluation examined the extent to which industry, particularly small and medium
enterprises, was interested in the Build in Canada Innovation Program during the period
examined. The evaluation found that there is a relatively consistent level of interest by
suppliers, particularly small and medium enterprises, to participate in the Build in Canada
Innovation Program outreach activities.

68. One of the primary activities of the Build in Canada Innovation Program is to conduct
outreach; the Build in Canada Innovation Program uses outreach activities to raise
awareness of and garner interest in the program with both potential suppliers and potential
testing departments. As such, much of the success of the program in meeting its objectives
relies on the effectiveness of the Build in Canada Innovation Program’s outreach
activities.

69. The Build in Canada Innovation Program uses a number of outreach activities, which are
primarily focused on small and medium enterprises. These include a website, an
information line, and participation at trade shows and industry events. The most proactive
of these are the events, nearly 1,600 of which the Build in Canada Innovation Program
has participated in since 2010. As Exhibit 2 indicates, the annual participation by the Build
in Canada Innovation Program in outreach events has varied, from as low as 98 events in
2013 to as high as 540 events in 2011. In 2014, the most recent year for which data was
available, the Build in Canada Innovation Program participated in 318 events and assisted
nearly 11,000 suppliers. The vast majority (97%) of the attendees at events were small
and medium enterprises.

70. Overall, the data (Exhibit 2) suggests that the Build in Canada Innovation Program
outreach activities continue to generate supplier interest in the program, particularly by
small and medium enterprises, and that there is ongoing interest by suppliers in attending
events to learn more about the Build in Canada Innovation Program. While 2013 saw a
decrease in the number of events attended and suppliers assisted, this was largely
attributable to the moratorium placed on the Build in Canada Innovation Program’s
outreach activities, and therefore beyond the program’s control. Conversely, the number
of suppliers attended per event rose in that year, indicating that the Build in Canada
Innovation Program continued to work towards its intended outcomes despite the
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constraints that were placed on it. Additionally, while it appears that the Build in Canada
Innovation Program may have been operating more efficiently in 2013 by averaging 83
suppliers assisted per event, the average dollars spent per supplier assisted is within the
variable averages over the period of 2010 and 2014. As well, it should be understood that
to effectively reach suppliers across Canada as part of the national delivery of the
program, the Build in Canada Innovation Program has to participate in events outside of
urban centers, where the population base for the events will be smaller and the costs
associated with travel may be higher.

Exhibit 2: Events and suppliers assisted

2010 2011 2012 2013 2014 Total
Number of events 250 540 378 98 318 1,584
Number of suppliers 9224 | 16504 | 11795 | 8148 | 10,984 | 56,530
assisted
Slj’t':i;iﬁpe“t on $1.175,400($1,595,100|$1,734,700|$701,440 | $812,720|$6,019,360
Average number of 37 31 31 83 35 36
suppliers assisted per
Average dollars spent | o157 13 | s9665 | $147.07 | $86.09 | $73.99 | $106.48
per assisted supplier

Source: Build in Canada Innovation Program Annual Reports to the Treasury Board of Canada
Note: Approximately 97% of the attendees at events were small and medium enterprises

71.

72.

The Build in Canada Innovation Program also uses its website and information line to
engage with suppliers. In the spring of 2015, the Build in Canada Innovation Program
conducted strategic consultations to obtain industry feedback on key areas in which the
program could improve. One of the primary concerns raised by industry stakeholders who
participated in the strategic consultations was the need for improved clarity of information
and process transparency, with respondents indicating a need for improvements to the
website; access to resources such as webinars; information sessions and bulletins; and
updates on the progress of their application or proposal. Several respondents suggested
offering case studies and examples of past successful applicants to assist with both the
application processes and the Build in Canada Innovation Program’s promotion to
businesses.

In response to these concerns, key improvements have been made to streamline the
process to apply and access the Call for Proposal information essential to the Build in
Canada Innovation Program’s intake process. Most notably the Build in Canada
Innovation Program has reduced the number of ‘clicks’ to the application submission
form. This has led to increased access to key documentation. The Build in Canada
Innovation Program also hosts webinars with bidders interested in the program. Further,
the Office of Small and Medium Enterprises and

Strategic Engagement regional offices have held | The Build in Canada Innovation
reverse-trade  shows/forums  that  bring Program was known to us as
government departments together with potential | they conduct a lot of webinars
and past innovators to discuss opportunities, = and sessions. It was a natural fit,
showcase innovations, and identify some of the | and the timing was right.
priorities and needs of government organizations. - Participating Supplier

The Build in Canada Innovation Program has also
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73.

developed videos, infographics and learning e-module tools to better educate potential
innovators on the Build in Canada Innovation Program, and support its social media
presence.

Overall, the evaluation found that suppliers, largely small and medium enterprises, remain
interested in engaging with the federal government as evidenced by the ongoing
participation by industry at events where the Build in Canada Innovation Program
continues to assist a relatively consistent number of suppliers. Stakeholder consultations
have suggested areas for improvement, and the program has indicated that it is working
to address the identified areas.

Immediate outcome #2: Federal government departments have knowledge of and take
interest in testing innovations.

74.

75.

76.

77.

The evaluation examined the extent to which federal government departments have
knowledge of and take interest in testing innovations. The evaluation found that, as with
suppliers, the Build in Canada Innovation Program’s achievement of this outcome is
largely dependent on the outreach activities undertaken by the program. In the Office of
Audit and Evaluation’s March 2016 survey of key federal government stakeholders,
nearly half of respondents indicated their involvement with the program began as a result
of the Build in Canada Innovation Program outreach.

Participating innovators have found the lack of participation by departments and agencies
in the program to be a challenge. Respondents to the Build in Canada Innovation
Program’s strategic consultations with industry highlighted challenges in finding
government testing departments, with 24% of respondents considering this to be an area
for improvement. This reinforces the importance of the Build in Canada Innovation
Program’s outreach to federal organizations. However, part of the challenge in attracting
additional departments and agencies, so as to provide more matching options for
innovations, could be related to a lack of experience in participating in a procurement
process by government officials. The March 2016 survey of key federal government
stakeholders conducted as part of this evaluation found that the Build in Canada
Innovation Program was the first experience in a federal procurement process for 40% of
respondents. Overall, 62% of respondents indicated that the Build in Canada Innovation
Program could improve upon its outreach to government organizations.

The Build in Canada Innovation Program is working to increase its engagement with
federal departments and agencies. To date, the Build in Canada Innovation Program has
established agreements with 30 departments and agencies and has engaged with all
remaining federal organizations identified in Schedule I, 1.1, and 1l of the Financial
Administration Act. In addition, all regional development agencies are engaged through
the Office of Small and Medium Enterprises and Strategic Engagement regional offices
and the Build in Canada Innovation Program team.

While actual participation by federal departments is discussed in more detail below, the
evaluation found that the Build in Canada Innovation Program’s outreach is key to
ensuring departments are knowledgeable about the program. The evaluation also found
that there may be areas for improvement in the Build in Canada Innovation Program’s

Public Services and Procurement Canada 19
Office of Audit and Evaluation



Evaluation of Build in Canada Innovation Program
Final report

outreach so as to garner more awareness and interest by departments in participating in
the program.
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Immediate outcome #3: Private sector innovators use the program to test their innovations.

78. The evaluation examined the extent to which industry used the Build in Canada
Innovation Program to test their innovations. The evaluation found that suppliers matched
with departments are completing testing. Additionally, more innovations are pre-
qualifying and therefore more suppliers are able to participate in the program to test their
innovations. The evaluation also found that the geographical distribution of suppliers
participating in the Build in Canada Innovation Program across Canada is representative
of population distribution across Canada.

79. The evaluation noted that suppliers who have been matched with a participating
organization are completing the testing of their innovations (Exhibit 3). However, as the
testing period of each innovation is largely dependent on the nature of the innovation
itself, and the fact that there is no standardized timeframe for the completion of testing,
this measure is potentially misleading. Additionally, Calls for Proposals 004 and 005 were
recently released and therefore the percentage of matched innovations having completed
testing is understandably lower than the previous three Calls for Proposals. Further, the
extent to which suppliers have control over their ability to use the Build in Canada
Innovation Program to test their innovations is impacted by the extent to which federal
departments are willing to test innovations.

Exhibit 3: Supplier testing (as of September 2016)

Call for Proposals 001 002 003 004 005 006
Number of matched innovations to o5 33 14 62 64 19
federal government departments
Number of matched innovations that
have completed testing

Percentage of matched innovations

that have completed testing
Source: Program data

25 32 13 47 24 0

100% | 97% | 93% | 76% | 37% | 0%

80. To address this, the evaluation examined the extent to which suppliers attempt to
participate in the Build in Canada Innovation Program to test their innovations through
the submission of proposals. However, this metric is not without deficiency. The ongoing
changes being implemented to improve the Build in Canada Innovation Program make it
difficult to assess year over year participation by industry. For example, it would be
expected that there should be an increase in the number of proposals received by the Build
in Canada Innovation Program as supplier awareness of it increases, yet the number of
proposals received per Call for Proposals has generally declined year over year. This is
because the technology readiness level required of proposals has changed over time, with
a view to attracting innovations that are at a more advanced stage of development and
ready to test in an operational environment.

81. Consequently, the evaluation found that with the exception of the third Call for Proposals,
the number of pre-qualified proposals overall has increased year over year, indicating that
more suppliers are involved in the program and more innovations are being tested. In
addition, the percentage of prequalified proposals relative to the total proposals received
is also increasing, indicating that the Build in Canada Innovation Program is receiving
more high quality proposals whose technology readiness level makes the related
innovations more appropriate selections for testing.
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Exhibit 4: Supplier participation (as of September 2016)

Call for Proposals 001 | 002 | 003 | 004 | 005 | 006
Total proposals received 375 | 335 | 257 | 277 | 221 | 224
Total pre-qualified proposals 27 37 20 72 74 44
Perc_entage change in number of proposals na | -11% | -23% | 8% | -20% | 1%
received ' _

Percentage change in number of pre-qualified nfa | 37% | -46% | 260% | 3% | -41%
proposals_

Pre-qualified p_roposals as a percentage of 7% | 119% | 8% | 26% | 33% | 20%
proposals received

Source: Build in Canada Innovation Program 2014-2015 Report to the Treasury Board of Canada and Program Data
Note: Call for Proposals 006 is a continuous intake model, and data is as of Sept 2016. Call for Proposals 006
will close on Jan 3, 2017.

82.

83.

84.

However, not all proposals received, pre-qualified, and/or matched with a testing
department are from first time participants in the Build in Canada Innovation Program.
Some companies have submitted proposals for testing several different innovations as part
of subsequent Calls for Proposals, while others have submitted the same proposal several
times. As such, the actual number of suppliers participating in the Build in Canada
Innovation Program is less than the number of proposals received.

Since the Build in Canada Innovation Program is a national program, it is important that
suppliers across Canada are able to participate in it. As such, the evaluation examined
whether suppliers across Canada are attempting to test their innovations through the Build
in Canada Innovation Program by comparing the number of proposals submitted and pre-
qualified to the general population distribution of Canada.

In terms of regional distribution of the engagement by industry in the Build in Canada
Innovation Program, while two-thirds of proposals received and pre-qualified by the
program are from Ontario and Quebec, the percentage distribution of proposals received
and pre-qualified by the Build in Canada Innovation Program for the most part mirrors
the percentage distribution of population across the provinces and territories, as outlined
in Exhibit 5. As such, it would appear that the program has been effective in attracting
relatively representative supplier participation across Canada.

Exhibit 5: Geographical distribution - proposals received and pre-qualified relative to
population (Calls for Proposals 001 through 005)
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Sources: Build in Canada Innovation Program 2014 to 2015 Report to the Treasury Board of Canada and Statistics Canada,
CANSIM 051-0005 (2015 Q4)

85. While a perfectly even distribution of suppliers submitting proposals and being pre-
qualified should not be expected vis-a-vis the distribution of Canada’s population, it
should be expected that the Build in Canada Innovation Program outreach is conducted
on a national scale. Per Exhibit 5, it would appear that relative participation in the program
across the Prairie provinces (Alberta, Saskatchewan, and Manitoba) is lacking relative to
other provinces, while relative participation by suppliers in Ontario is higher than in other
provinces.

86. Since the Build in Canada Innovation Program allows companies to apply for testing for
multiple products, the evaluation team examined whether the distribution of unique
suppliers also aligned with the general population distribution of the Canadian population.
As outlined in Exhibit 6, the percentage of unique suppliers submitting proposals to test
their innovations through the program generally aligned with the Canadian population
distribution.

Exhibit 6: Geographical distribution — unique companies applying and pre-qualified
relative to population (Calls for Proposals 001 through 005)
50%
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B Percentage of Canadian population
Percentage of all unique companies that have applied
B Percentage of all unique companies that have been pre-qualified

Sources: Program data and Statistics Canada, CANSIM 051-0005 (2015 Q4)
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87.

88.

89.

90.

Based on the above, the evaluation concluded that the program has made progress towards
the achievement of this outcome, as evidenced by the fact that suppliers from across
Canada are participating in the program, through the submission of proposals, with an
increasing number and proportion of proposals pre-qualifying for testing. Additionally,
suppliers matched with participating departments are completing testing.

Immediate outcome #4: Government departments test innovations

The evaluation examined the extent to which federal government departments participate
in the testing of innovations. The evaluation found that participation by federal
departments and agencies is increasing over time, with some participating departments
having conducted testing of multiple innovations.

The degree of participation by federal departments has varied for each Call for Proposals,
with the two most recently completed Calls for Proposals saw the highest level of
participation by departments to date. The percentage of pre-qualified proposals being
matched has been relatively strong, with the exception of the third Call for Proposals.®
While the proposals received under the sixth Call for Proposals appears low, this is a result
of the fact that it was the most recent call to close, and that it takes, on average, 181
business days to match an innovation with a department. As such, there are innovations
that are still being matched under the sixth Call for Proposals.

Exhibit 7: Federal departments/agencies participation (as of September 2016)

Call for Proposals 001 | 002 | 003 | 004 | 005 | 006
Total pre-qualified proposals 27 37 20 72 74 44
Number of matched innovations to federal o5 33 14 62 64 19
government departments

Number of departments/agencies active in 14 13 7 21 19 8
matching processes

Matched innovations as a percentage of pre- 93% | 89% | 709% | 86% | 86% | 43%
qualified innovations

Ratio of matched innovations to participating 18112511 21 | 31 341|241
departments o o ' ' o o

Source: Program data

As Exhibit 7 demonstrates, the Build in Canada Innovation Program has increased the
number of participating departments in recent years which should help address this issue.
Additionally, the program has maintained an

average ratio of around 2.5:1 for matched | Because of the successful test,
innovations to participating departments, which | @ few more departments are
indicates that the program is relying on participating | interested in adopting the
departments to test multiple innovations. However, | technology.

it should be understood that a disproportionate - Participating Supplier
reliance will remain on the Department of National

Defence to test many of the innovations within the military component of the program.

3 A six-month moratorium on Build in Canada Innovation Program promotion in 2013 impacted regional

outreach and subsequently the number of matches.
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92.

93.

94.

95.

Per the above, the program has made progress towards the achievement of this outcome.
While the program is relying on departments to test multiple innovations, the nature of
the Build in Canada Innovation Program, more specifically the military component,
means that there will be a disproportionate reliance on the Department of National
Defence to test innovations.

Intermediate outcome #1: Canadian companies are better prepared to enter the marketplace
with their innovations due to feedback gained from the department and the prior purchase of
the innovation

The evaluation examined the extent to which participation in the Build in Canada
Innovation Program has helped better prepare Canadian companies to enter the
marketplace with their innovations. The evaluation found that the Build in Canada
Innovation Program has been effective in contributing to the preparedness of participating
suppliers to commercialize their innovations, both from the provision of testing feedback
and from the benefits gained from having a first time buyer.

Usefulness of testing feedback

Throughout the matching and testing process, the Build in Canada Innovation Program
administers surveys to the matched suppliers and testing departments. Respondents to the
post-innovation testing surveys between September 2014 and March 2016 noted that the
Build in Canada Innovation Program testing led or contributed to multiple benefits,
including improved product functionality/usability (73%). Overall, 97% of respondents
indicated they had used the feedback received from the Build in Canada Innovation
Program testing to further product development or for other applications.

An examination of eight companies that have completed the Build in Canada Innovation
Program testing found that the feedback provided through the Build in Canada Innovation
Program has led to improvements in their innovations. Three of the suppliers noted that
the feedback received from the testing department significantly reduced their time to
market, with one supplier noting that the feedback reduced their time to market from five
years to two. While companies generally noted that their innovations were market-ready
or very close to market-ready prior to participation in the Build in Canada Innovation
Program, some companies indicated they experienced challenges relating to technical
issues in the development of their innovation which necessitated the need for testing of
the product by a client.

In the spring of 2015, the Build in Canada
Innovation Program conducted a request for
information to obtain feedback from industry and
federal organizations on the program, in which the
majority of respondents (82%) were from industry.
The request for information found that many
respondents believe the Build in Canada
Innovation Program is an important mechanism to
test innovations and generate feedback for
innovators. Almost two thirds of respondents

Because of the Build in
Canada Innovation Program
testing process and the fact that
the product was ready, the US
government is saying their
soldiers need this, and have
ordered units.

- Participating Supplier
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96.

97.

98.

(62%) believed that the program was of greater or equal importance compared to other
innovation support programs they had experience with; only 13% believed the program
was less important. Respondents that felt the Build in Canada Innovation Program was
more important than other programs often noted that the program fills a
“commercialization gap” whereby innovators are ready to commercialize but have
difficulty finding suitable testing grounds. Further, 92% of respondents to the post-
innovation testing surveys administered by the program between September 2014 and
March 2016 indicated that the Build in Canada Innovation Program testing experience
was important or very important to the commercialization of their innovations.

Impact of Government of Canada being a first-time buyer

Multiple respondents to the Build in Canada
Innovation Program’s spring 2015 request for
information indicated that they saw the program
as an opportunity to gain validation for their
innovation or that having the opportunity to
identify the federal government as a first buyer or
reference sale for their product was useful in
marketing the product. Per the post-innovation
testing surveys administered by the program
between 2014 and 2016, suppliers noted the Build in Canada Innovation Program led or
contributed to: enhanced credibility with private and/or public sector clients (67%); and
the visibility/exposure needed to launch the product (60%). Overall, 91% of respondents
have used their Build in Canada Innovation Program contract as a reference for other
sales.

The big challenge is to get the first
reference in your local market. If you
want to export, it’s challenging if you
don’t have a good reference in your
local market.

- Participating Supplier

Additionally, an examination of eight companies that had completed the Build in Canada
Innovation Program testing confirmed that the Build in Canada Innovation Program was
valued as a way to get a reference customer that they could use to market their innovation
and attract additional sales. Many of the suppliers noted that they include the Build in
Canada Innovation Program testing reference in sales presentations and in discussions
with potential clients.

Suppliers consulted as part of the case studies for
this Evaluation noted that there was valuable
information to obtain beyond the specific testing
feedback. For example, for some this was the

We would have been more rushed to
go to market to recoup some of the
investment without the Build in
Canada Innovation Program. That

first time experiencing a large scale deployment
in a defined commercial setting providing
valuable “real world” experiences and lessons
learned. When asked whether an alternative form
of delivery for the program (i.e.: provision of a
grant, contribution, or loan) would be more
beneficial, none of the suppliers interviewed
identified a preferred delivery model.

Public Services and Procurement Canada
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rushes you out in the market with a
product that, although it’s working,
might not quite be there yet, so this
program allowed us to conduct a
proper, full scale test of the
innovation before bringing it to the
commercial market.
- Participating Supplier
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99. Overall, the evaluation found that the program is progressing towards the achievement of
this outcome. Suppliers found the Build in Canada Innovation Program to be unique in its
delivery in that it provided a reference customer and filled the need for testing support for
commercialization.

Intermediate outcome #2: Federal departments support innovative Canadian businesses

100. The evaluation examined the extent to which the Build in Canada Innovation Program
contributes to federal departments supporting innovative Canadian businesses. The
evaluation found that participating departments were supportive of the program and
believed the feedback provided to suppliers was beneficial in supporting
commercialization. However, as previously noted, the evaluation also found that the Build
in Canada Innovation Program could improve its achievement of intended outcomes by
taking steps to increase the participation of federal departments and agencies in the
program.

101. There are multiple ways in which the federal government supports innovative Canadian
businesses. For the Build in Canada Innovation Program specifically, the program needs
federal departments to participate to progress towards the achievement of this outcome.
As previously noted, participation by departments has increased each year. However,
future participation by departments is, to a certain extent, dependent on the degree to
which departments believe their efforts in testing innovations are yielding positive results,
both for the department and for suppliers.

102. The March 2016 survey of federal government stakeholders who had participated or
expressed interest in the Build in Canada Innovation Program found a considerable
amount of support for the program. In particular, the two most prevalent motivations
federal government stakeholders chose for participating in the Build in Canada Innovation
Program were to identify and assess innovative goods or services of potential value to
their organization (40%) and the desire to support innovation amongst Canadian
companies or industries (24%). As Exhibit 8 outlines, federal government stakeholders
generally held favourable views of the impact of the Build in Canada Innovation Program
on innovators.

Exhibit 8: Federal government stakeholders’ views on the impact of the program

Federal government stakeholders: Percentage of respondents

Believe the tested innovation is more likely to succeed 69%
commercially due to the Build in Canada Innovation Program

Believe the Build in Canada Innovation Program to be an

0,
effective use of government spending 67%

Believe it would have been difficult to procure the tested
innovation in its current state of development without the 66%
Build in Canada Innovation Program

Believe organizations will be more likely to procure
innovative products and services after participating in the 66%
Build in Canada Innovation Program
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Believe the Build in Canada Innovation Program process to be

. . . 62%
effective at supporting commercialization

Source: March 2016 Office of Audit and Evaluation Survey of Federal Government Stakeholders

103. With respect to the specific feedback provided to suppliers during testing, federal
stakeholders believed the feedback would support the commercialization of the tested
innovations in a variety of ways, as outlined in Exhibit 9, the most notable relating to the
performance validation and technical improvements of the innovation.

Exhibit 9: How the testing feedback provided contributes to commercialization of the
tested innovations

Indicator Percentage of respondents
Performance validation 70%
Technical improvements 59%
Improved reputation of business/innovation 46%
Identification of new customers or partners 35%
Reduced time to market 30%
Identification of new market opportunities 30%
Cost reductions 8%
Other 8%

Source: March 2016 Office of Audit and Evaluation Survey of Federal Government Stakeholders

104. Overall, the evaluation found that departmental participation in the program is increasing
and that federal stakeholders believe the Build in Canada Innovation Program is providing
value in many ways to suppliers. As such, the evaluation concluded that the Build in
Canada Innovation Program provides a mechanism through which federal departments
can support innovative Canadian businesses.
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Final outcome #1: Canadian innovations are successfully brought to market

105.

106.

An assessment of the Build in Canada Innovation Program’s longer term outcomes is
particularly challenging given the relatively short period of time in which the program has
been in operation and the fact that the time it takes to commercialize a good or service is
- - not standardized. Nevertheless, the evaluation team
The Build in Canada Innovation | eyamined the degree to which Canadian innovations
Program easily cut my time 10 | ¢hat participated in the Build in Canada Innovation
market in half. If you wait for four | program were successfully brought to market. The
years, someone else can think of it | e\ 3jyation found that many of the suppliers had
and do it. Innovation has a shelf | commercialized their innovations since participating
life. L _ in the program. For those who had yet to
- Participating Supplier commercialize, the indication from suppliers was that
participation in the program was valuable in

progressing their innovations towards ultimate commercialization.

As previously noted in this report, suppliers found that the lack of participation by
departments and agencies in the program was a challenge. Despite this, the post-
innovation testing surveys administered by the program between September 2014 and
March 2016 found that 83% of respondents indicated their innovation had been
commercialized since participating in the program. Additionally, respondents indicated
that following their Build in Canada Innovation Program contract, there have been
additional sales of their innovations to several sectors, as outlined in Exhibit 10, with the
private sector being the primary sector purchasing innovations after the Build in Canada
Innovation Program testing.

Exhibit 10: Sales distribution following participation in the Build in Canada
Innovation Program

Sectors Percentage of respondents
Private sector 62%
Foreign governments 33%
Government of Canada 31%
Canadian provincial/territorial or municipal governments 13%
Other 11%

Source: Program data

107.

108.

The evaluation team’s examination of eight completed innovations found that five of the
eight innovations (63%) had commercialized since participating in the Build in Canada
Innovation Program. The three remaining companies had not yet commercialized their
products, though these companies indicated that the information they received from their
testing experience with the Build in Canada Innovation Program led to improvements in
either the products themselves or the core technology used for similar innovations. Two
of the three companies whose innovations had not yet commercialized indicated that,
pending further product development in light of feedback received from participating in
the Build in Canada Innovation Program, they intended to commercialize in the next year
or two.

Based on the available information, it can be concluded that the Build in Canada
Innovation Program is progressing towards the overall achievement of this outcome.
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While not all companies examined have commercialized, participation in the program
provided a valuable contribution towards the commercialization goals of participating
companies.

Final outcomes #2 and #3: Companies and federal departments partner to support a culture
of innovation and federal departments use innovations

109.

110.

111.

The evaluation examined the degree to which companies and federal departments partner
to support a culture of innovation and the extent to which federal departments use
innovations. There are many factors that impact culture, and it could take considerable
time for a program to influence culture change. Further, the extent to which federal
departments use innovations is linked, to a certain extent, to organizational culture. As the
amount of influence the Build in Canada Innovation Program has to effect change in the
organizational culture of the Government of Canada is minimal, the evaluation examined
the achievement of the two final outcomes from a proof of concept perspective.

The evaluation found that the existence of perceived barriers to using innovations could
be limiting the program’s ability to contribute to a culture of innovation in the federal
government. While suppliers are interested in partnering with the federal government, as
outlined earlier in this report, the achievement of these outcomes was limited by the extent
to which federal departments and agencies were open to leveraging innovations to meet
their needs.

Feedback from industry indicated that finding departments with which to match was a
challenge. When asked about the extent to which federal organizations would be open to
purchasing early-stage innovations outside the Build in Canada Innovation Program,
federal government stakeholders were mixed in their perceptions: 28% indicated they
would be open to testing innovations outside the program, while 21% indicated they
would not be open to testing innovations outside the program (the remaining were
neutral). Additionally, the Office of Audit and Evaluation’s March 2016 survey of federal
government stakeholders found there were multiple perceived barriers that could be
precluding federal departments and agencies from using innovations to meet their
programming needs, which are outlined in Exhibit 11. It is important to note, however,
that these are not perceived barriers to participating in the Build in Canada Innovation
Program; rather these are perceived barriers to procuring innovative goods and services
in general. As such, these results should be seen in the context of the culture of innovation
in the federal government as a whole rather than an as indicator of the Build in Canada
Innovation Program’s performance.

Exhibit 11: Perceived barriers precluding federal departments/agencies from using
innovations to address their needs

Perceived barrier Percentage of respondents
Procurement process too restrictive/difficult 72%
Perceived risk 53%
Low awareness of innovations available 47%
Workplace culture 24%
No barriers exist 12%
Other 3%

Source: March 2016 Office of Audit and Evaluation Survey of Federal Government Stakeholders
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113.

114.

While the above data must be taken in the context of varying degrees of understanding of
the requirements of federal procurement address their needs is noteworthy. While it is
understood that the program has improved on the issues experienced during its pilot phase
(Canadian Innovation Commercialization Program), particularly with respect to the time
it took the program to establish contracts, the prevalence of stakeholders maintaining the
perception that the procurement process is a barrier merits attention by the program.

As outlined in Exhibit 10, slightly less than one third of suppliers (31%) reported sales to
the Government of Canada following completion of the Build in Canada Innovation
Program testing despite the funds invested by the program and the in-kind contributions
invested by testing departments. The spring 2015 request for information conducted by
the program found that one of the most important reasons participants applied to
participate in the Build in Canada Innovation Program was the potential for future
government contracts. Additionally, 43% of respondents believed that supporting
additional follow-on sales to the federal government after a Build in Canada Innovation
Program test was important and should be considered as part of an increase to the mandate
of the Build in Canada Innovation Program.

The program has recently made changes to allow departments the option of pursuing
follow-on sales after completion of testing. This means innovations that received a
contract under the Build in Canada Innovation Program during the fourth and fifth Calls
for Proposals were eligible for further testing for up to two years from the date of their
pre-qualification or their initial contract, depending on the time of their contact award.
Innovators, who started the Contract Award Process but had not received an initial
contract were also eligible for testing up to two years from the date of their pre-
qualification. In theory, this should increase the extent to which federal departments and
Canadian suppliers partner for a culture of innovation and the ability of federal
departments to use innovations for those directly involved in the program.

Conclusions: outcome achievement

115.

116.

The evaluation found that the Build in Canada Innovation Program has made progress
towards achieving its intended outcomes. Small and medium enterprises across Canada
were interested in the program and supplier participation in the program remains strong,
with an increasing proportion of proposals being prequalified and matched with testing
departments and completing testing. Further, the Build in Canada Innovation Program has
been effective in contributing to the preparedness of participating suppliers to
commercialize their innovations. Though suppliers have indicated that the Build in
Canada Innovation Program could improve its provision of information on the program
and the progress of their proposals.

Similarly, interest and participation by federal departments has increased over time, with
some participating departments having tested multiple innovations. Participating
departments are supportive of the program and believe the feedback provided to suppliers
is beneficial in supporting commercialization. However, outreach to federal organizations
could be improved to provide more options for matching innovations. The evaluation
found that the existence of potential barriers to using innovations in the federal
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117.

government could be limiting the program’s ability achieve its intended outcomes and
contribute to a culture change in the federal government.

The program also appears to be progressing towards the achievement of its final
outcomes. The majority of the suppliers examined as part of the case studies for this
evaluation had commercialized their innovations since participating in the program, with
many indicating that the program had provided them with a valuable reference client
which led to additional sales. Those who had yet to commercialize indicated that
participation in the program was valuable in progressing their innovations towards
ultimate commercialization. As noted above, however, perceived barriers to using
innovations within the federal government may be limiting the program’s ability to more
fully contribute to commercialization of innovations, which in turn may preclude the
Build in Canada Innovation Program from fully achieving its final outcomes related to
partnering to support a culture of innovation and federal departmental usage of
innovations. Recent changes to the program, such as the ability for federal departments to
partner with industry for follow-on sales after completion of testing, may help address
these perceived barriers.

Economy and efficiency

118.

Demonstration of economy and efficiency is defined as an assessment of resource
utilization (i.e. program inputs) in relation to the production of outputs. Economy refers
to minimizing the use of program inputs. Efficiency refers to the extent to which resources
are used such that an equivalent or greater level of output is produced using the same
amount or fewer resources. A program has high economy and efficiency when financial
resources maximize outputs and minimize inputs.

Economy:

119.

120.

The evaluation examined the extent to which the program was being delivered
economically, measured by an examination of the Build in Canada Innovation Program’s
use of its inputs. The evaluation found that the Build in Canada Innovation Program has
improved its ability to expend its funds economically.

The relative recency of the Build in Canada Innovation Program, combined with the
funding instabilities it experienced in its first few years, makes a conclusive determination
of program economy challenging. Nevertheless, the evaluation found that the Build in
Canada Innovation Program has improved in its ability to expend the allocated funds on
innovations (Exhibit 12). From April 1, 2014 to March 31, 2015 (the 2014 to 2015 fiscal
year) saw a considerable lapse of funds — the result of issues beyond the program’s control
— which caused delays in the release of the fourth Call for Proposals. This resulted in the
fourth and fifth Calls for Proposals being released within six months of one another and a
strain on resources, which were required to match innovations from two Calls for
Proposals at the same time. However, the subsequent increase in stability in the Build in
Canada Innovation Program’s operating environment has resulted in more funding being
used on innovations as a percentage of total budget.
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121. In the 2015 to 2016 fiscal year, 85% of the program’s total budget was dedicated to
spending on innovation-related work, demonstrating an economical use of resources to
fund a higher amount of innovations (see Exhibit 13 for percentage breakdown of funding
expenditures). This represented the highest proportional spending on innovations in the
program’s history. It should be noted that the 2015 to 2016 fiscal year period had
significantly more pre-qualified proposals than in previous years due to the delay in the
release of the fourth Call for Proposals.
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Exhibit 12: Total funding allocation ($ Thousands)

2010to 2011to 2012to 2013to 2014to 2015to
2011 2012 2013 2014 2015 2016

il fiscal fiscal fiscal fiscal fiscal fiscal

year year year year year year
Outreach 1,175 1,595 1,734 701 812 578
2,985

Operations  and
maintenance, and

salaries 930 2,027 2,455 1,879 3,076

Innovations 0 3,319 14,486 2,818 6,883 21,467
Lapse 1,734 6,198 3,422 893 16,340 176
Total budget 3,839 13,139 22,097 6,291 27,111 25,206
Reallocated* 1,637 5,693 3,075 n/a n/a n/a

Source: Program Data *reallocated funds are not included in the total budget

122. The Build in Canada Innovation Program is staffed with 14 full-time-equivalent positions,

many of which have historically been filled on a temporary basis by students and casual
employees. While using students and casual staff does provide some flexibility for
managing operating budgets, leveraging temporary staff to fill approximately 25% of the
program’s available full-time-equivalent positions can also have a negative impact on
productivity. Specifically, higher turnover rates associated with temporary resources tend
to result in a loss of corporate memory (with the exception of the few students that have
become indeterminate employees), lost time as new employees follow the learning curve
associated with any new position, and a higher expenditure of management’s time and
effort on recruitment and training. With more stable funding, there should be a decreased
need for the Build in Canada Innovation Program to maintain flexibility in staffing at the
expense of its productivity.

Efficiency:

123

124.

. The evaluation examined the extent to which the Build in Canada Innovation Program

was financially and operationally efficient. The evaluation found that greater financial
efficiencies were found when there was greater stability in the program’s operations.
Additionally, the program was meeting its target of eight months to award contracts
following bid submission.

The Build in Canada Innovation Program experienced instability in its operating
environment in the early years of its existence. As a pilot program, the degree to which
long term planning could have been effectively undertaken was relatively limited. While
the program was made permanent in Budget 2012, there were delays beyond the control
of the program which limited the Build in Canada Innovation Program’s ability to
progress with the fourth Call for Proposals in the 2013 to 2014 fiscal year. The overhead
was higher in 2013 to 2014 fiscal year because the Build in Canada Innovation Program
was granted permanent funding late in that fiscal year and were only allotted a certain
amount of funding for innovation management. Consequently, the amount that could be
spent on funding innovation testing in that fiscal year was limited, and a higher percentage
of funding was expended on overhead (outreach, salaries, operations and management)
than otherwise would have been the case. However, as indicated in Exhibit 13, greater
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stability in the program has resulted in a higher proportion of funds being spent on
innovations. In the 2015 to 2016 fiscal year, the Build in Canada Innovation Program
demonstrated the highest level of efficiency in its history, with just 14.1% of total budget
spent on overhead, with most of the remaining budget (85.2%) being directed to
innovation spending.
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Exhibit 13: Breakdown of funding expenditures
2010to = 2011to 2012to 2013to 2014to 2015to

Funding 2011 2012 2013 2014 2015 2016
Expenditure fiscal fiscal fiscal fiscal fiscal fiscal
year year year year year year
Overhead 54.8% 27.6% 19.0% 41.0% 14.3% 14.1%
Innovations 0% 25.3% 65.6% 44.8% 25.4% 85.2%
Lapse 45.2% 47.1% 15.4% 14.2% 60.3% 0.7%

Source: Program data

125. In the evaluation of the Canadian Innovation Commercialization Program (the pilot
program for the Build in Canada Innovation Program), it was noted that while the program
aimed to establish contracts within eight weeks from the close of the Call for Proposals,
this timeline was later revised to eight months. The evaluation of the pilot program noted
that by the eight month mark, only two contracts had been established while 25 were
awaiting finalization. Data provided by the program indicated that the average time it took
to establish a contract for an innovation under the sixth Call for Proposal was 180.7
business days (roughly eight and a half months), which was aligned with the efficiency
target established during the implementation of the pilot program.

Conclusions: economy and efficiency

126. The evaluation found that, to the extent possible during a period of instability, the program
has operated economically and efficiently. While a conclusive determination on economy
and efficiency was made challenging by the program’s recency and the initial instability
of its operating environment and funding, the Build in Canada Innovation Program has
demonstrated improvements in both economic and efficient utilization of resources. This
suggests that greater economy and efficiency may be achievable as the program continues
its operations with greater security of its permanency and stable funding.

Conclusions: performance

127. The evaluation found that the Build in Canada Innovation Program has progressed
towards achieving its intended outcomes. Industry remains interested in participating in
the program; suppliers that have matched with participating departments are completing
their testing. However, suppliers have indicated to the program that there are opportunities
for improving the information it makes available to industry. Interest and participation in
the program by federal organizations has increased over time, with participating
departments having tested multiple innovations; however outreach to federal
organizations could be improved upon to help provide more options for matching
innovations. The Build in Canada Innovation Program was effective in contributing to the
preparedness of participating suppliers to commercialize their innovations. Participating
departments were supportive of the program and believed the feedback provided to
suppliers was beneficial in supporting commercialization, as was the experience from
having a first-time buyer for their innovations. However, the existence of perceived
barriers to using innovations in the federal government could be limiting the program’s
ability contribute to a culture of innovation in the federal government.
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128.

129.

The evaluation found that many of the suppliers examined as case studies for this
Evaluation had commercialized their innovations since participating in the program, with
many indicating that the program had provided them with a valuable reference client
which led to additional sales. For those who had yet to commercialize, the indication from
suppliers was that participation in the program was valuable in progressing their
innovations towards ultimate commercialization. As noted above, however, barriers to
using innovations within the federal government may be limiting the program’s ability to
more fully contribute to commercialization of innovations. While suppliers appear
interested in partnering with the federal government, as evidenced by the increasing
participation of suppliers outlined above, the extent of achievement of these outcomes is
limited to the extent to which federal departments and agencies are open to leveraging
innovations to meet their needs.

The evaluation also found that, to the extent it could control during a period of initial
instability, the program is operating economically and efficiently. It should be expected
that greater economy and efficiency may be achievable as the program continues its
operations with greater security of its permanency and assurance of funding.

General conclusions

130.

131.

132.

Overall, the evaluation found there is a continuing need for the Build in Canada
Innovation Program. The program aligns with the priorities of the federal government and
with the strategic outcome of Public Services and Procurement Canada. The Build in
Canada Innovation Program is also well-aligned with the Department’s responsibilities as
the common service provider for government procurement, especially as relates to the
military component of the program. The Build in Canada Innovation Program
complements the existing suite of federal programs supporting the commercialization of
innovations. We also noted some degree of alignment between the Build in Canada
Innovation Program’s outcomes and the mandate of the Minister of Innovation, Science,
and Economic Development. The Build in Canada Innovation Program is an example of
how Departments with complementary objectives work together to achieve common
results for Canadians.

The program has progressed towards achieving its intended outcomes, with suppliers
from across the country and an increasing number of federal departments and agencies
participating in the program. While suppliers were having positive experiences with the
testing feedback contributing to their innovation commercialization process, the degree to
which the program will be successful is ultimately dependent on the extent to which
departments and agencies are open to leveraging innovations to meet their needs. As this
is primarily an obstacle related to the overall culture of the Government of Canada, there
are many contributing factors that are beyond the control of the program, though the
evaluation noted opportunities for the program to reduce potential barriers to
participation.

The evaluation found that many of the suppliers examined as case studies for this
evaluation had commercialized their innovations since participating in the program, with
many indicating that the program had provided them with a valuable reference client
which led to additional sales. Federal departments who have participated in program were
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generally supportive of the Build in Canada Innovation Program and believe the feedback
provided to suppliers is beneficial in supporting commercialization.

133. The evaluation also concluded that, to the extent possible during a period of instability,
the program has operated economically and efficiently in recent years. Greater economy
and efficiency may be achievable as the program continues its operations with the greater
security afforded by its permanency and the stability of its funding.

Recommendations and management action plan
Recommendation 1:

The Assistant Deputy Minister, Procurement should work collaboratively with officials from
Innovation, Science and Economic Development Canada to maintain coordination of the
program with other elements of the Innovation Agenda, optimize conditions for achieving
its expected results, and develop mechanisms to integrate results measurement of the Build
in Canada Innovation Program into the results measurement of the overall Innovation
Agenda.

Management action plan 1.1: Since summer 2016, Acquisitions Branch has been
working closely with Innovation, Science and Economic Development on how the
federal government can leverage the procurement of innovation to bolster Canada’s
economic growth and global competitiveness. Specifically, officials within Acquisitions
Branch have been closely collaborating with Innovation, Science and Economic
Development Canada in the context of the Build in Canada Innovation Program renewal
and in regards to the design and development of Innovative Solutions Canada, a key
component of the Inclusive Innovation Agenda and Budget 2017.

Innovation, Science and Economic Development Canada is finalizing a proposed
approach for Innovative Solutions Canada — it is expected the initiative will formalize
government support for early-stage technology development with the dual objective of
supporting commercialization of Canadian innovations, and driving solutions
development that respond to Government of Canada challenges. In this context,
Acquisitions Branch will develop program options for innovation procurement and a
related results measurement framework that align with Innovative Solutions Canada and
other elements of the Innovation, Science and Economic Development Canada-led
Innovation Agenda.

Acquisitions Branch will also examine best practices in horizontal management and
apply them to the collaboration with Innovation, Science and Economic Development
Canada in the context of Build in Canada Innovations program renewal and Innovative
Solutions Canada.

Recommendation 2: The Assistant Deputy Minister, Procurement, should implement
strategies to reduce barriers, real and perceived, that are precluding federal organizations
from purchasing Canadian innovations.
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Management action plan 2.1: The Build in Canada Innovation Program will continue,
through proactive outreach and marketing, to drive both submissions of innovations to
the program and the uptake of innovations for testing the public sector. Engagement with
horizontal governance bodies (e.g. Science and Technology Advisory Board), federal
partners (e.g., Regional Development Agencies, Innovation, Science and Economic
Development Canada, and the National Research Council — Industrial Research
Assistance Program), targeted regional, seminars and educational opportunities (e.g.,
innovation showcases), digital engagement and social media will help to build greater
awareness and increased interest in how innovative goods and services can support
government objectives and challenges.

Further, outreach and educational efforts will be made with provincial, territorial and
municipal jurisdictions to enhance the testing opportunities for Build in Canada
Innovation Program innovations. Partnerships between federal departments and other
jurisdictions have and continue to take place, and an increase in these opportunities will
support greater exposure for innovative goods and services being used in the public
sectors, and thus increase the potential uptake for full commercial purchases for future
operational use.

More broadly, Public Services and Procurement Canada’s Acquisitions Branch is
working with the Treasury Board Secretariat on how procurement policy (through a
Treasury Board-led policy suite reset) can best support government objectives, which
include socio-economic considerations and benefits when the government buys the
goods and services it requires.

Acquisitions Branch, through the procurement modernization initiative, will be
assessing how procurement, can more directly encourage and support purchases of
innovation, whether the purchases be for research and development purposes (Build in
Canada Innovation Program, other research and development focused-activities), or for
supporting full operational needs of government (commercial purchases). Target
implementation date of February 2018.
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About the evaluation
Authority

The Deputy Minister for Public Services and Procurement Canada approved the conduct of
this evaluation as part of the 2015-2018 Risk-Based Multi-Year Audit and Evaluation Plan.

Evaluation objectives

The evaluation examined the Build in Canada Innovation Program, delivered by the Office
of Small and Medium Enterprises and Strategic Engagement Sector within the Acquisitions
Branch. This evaluation had two objectives:

= to determine the relevance of the program: the continued need for the program, its
alignment with governmental priorities and its consistency with federal roles and
responsibilities

= to determine the performance of the program: the achievement of its expected outcomes
and a demonstration of the efficiency and economy of the program

Approach

The evaluation was conducted in accordance with the Standard on Evaluation for the
Government of Canada. The evaluation took place between April 2015 and October 2016
and was conducted in three phases: planning, examination and reporting. To assess the
evaluation issues and questions, the following lines of evidence were used.

Document review: An initial document review provided an understanding of the program
and its context to assist in the planning phase. Documents reviewed included documents
provided by the program, as well as documents written about the program and the
Government of Canada’s priorities. These documents included those pertaining to federal
priority setting (e.g.: mandate letters, speeches from the throne, federal budgets, etc),
Departmental priority setting (e.g.: business plans, reports on plans and priorities,
performance reports, etc), and program documents (e.g.: reports to the Treasury Board of
Canada Secretariat, presentations, feedback surveys, program-led studies etc).

Literature review: A literature review was conducted to: contextualize the program both
nationally and internationally; provide theoretical background for the program model; and
provide baseline data against which the program could be assessed.

Jurisdictional review: An analysis of federal and provincial programs was conducted to
provide information on the degree to which the Build in Canada Innovation Program
complements and/or overlaps with other federal and provincial programming.

Survey: The evaluation conducted a survey sent to departments and agencies that had
participated/were currently participating in the matching/testing process, as well as
departments and agencies that had not yet participated in the matching process but had shown
interest in the program. Survey invitations were sent to 601 people; 74 of the 601 invitations
failed to deliver (email addresses were no longer valid). Therefore, a total of 527 invitations
were successfully received, of which 88 successfully completed the survey for a 16.7%
response rate. The survey assessed satisfaction with experiences with the Build in Canada
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Innovation Program, perspectives on the relevance and performance of the program, and
areas for program improvement.

Financial analysis: Financial data related to the program’s budgets, expenditures, and staff
resources were reviewed.

Case studies: The focus of the case studies was to examine the extent to which the program
had a meaningful and measurable impact on the commercialization of innovations tested
through the program. To do so, the evaluation team conducted case studies of 8 companies
that had completed testing with the Build in Canada Innovation Program, which represents
10% of all companies that have participated in the program. The companies were chosen at
random with two companies selected from each of the first four Calls for Proposals. Case
studies included interviews with senior representatives and a review of their case files and
supporting documentation.

Limitations of the methodology

Document review: Given the change in policy direction subsequent to the October 2015
federal election, documentation on current federal priorities was relatively limited and
excluded prior federal priorities.

Survey: A total of 119 responses were received to the survey. Of the 119, 26 responses were
incomplete (the survey was closed prior to being completed) and 5 declined to participate.

Case studies: Two companies initially contacted for interviews declined to participate and
were replaced with other companies randomly selected from the same Call for Proposals.
While the evaluation team requested financial and other related performance data, the
majority of the respondents declined to provide this commercially sensitive data.

Reporting

Findings were documented in a Director’s Draft Report, which was reviewed by the Office
of Audit and Evaluation’s Quality Assurance function. The program’s Director General was
provided with the Director’s Draft Report and asked to validate facts and comment on the
report. A Chief Audit and Evaluation Executive’s Draft Report was prepared and provided
to the Assistant Deputy Minister, Acquisitions Branch, for acceptance as the Office of
Primary Interest. The Office of Primary Interest was requested to respond with a
Management Action Plan. The Draft Final Report, including the Management Action Plan,
was presented to Public Services and Procurement Canada’s Audit and Evaluation
Committee for the Deputy Minister’s approval in January 2017. The Final Report was
submitted to the Treasury Board Secretariat and posted on the Public Services and
Procurement Canada website.

Project team

The evaluation was conducted by employees of the Office of Audit and Evaluation, overseen
by the Director of Evaluation and under the overall direction of the Chief Audit and
Evaluation Executive. The evaluation was reviewed by the Quality Assessment function of
the Office of Audit and Evaluation.
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