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Crelinsten introduced the first RESEARCH MONEY debate, which was inspired by the widen-
ing interest in the role of start-ups and entrepreneurship. He stated the proposition of the debate:
“It is proposed that future science, technology and innovation policy in Canada should focus on
start-up firms.” Chowaniac, himself a serial entrepreneur, argued for this proposition, while
Hawkins argued against it. Frise introduced the debate as a deliberately provocative undertaking,
one that he invited the audience to participate in.

Chowaniac started with some key facts, such as the observation that SMEs represent 40% of
GDP, and added some recent insights on GDP growth from a recent speech by the governor of
the Bank of Canada. “If you take out the oil and gas sector and the auto sector, he said the main
driver of growth is export growth,” said Chowaniac. “And the remarkable thing is that in the last
five years, export growth in that definition has been totally SME-driven.” This implies that cor-
porate Canada is “broken”, and only robust SME activity will grow GDP. “Very clearly SMEs
are the future of Canada.”

As for why corporate Canada is broken, Chowaniac blamed high levels of protection. “If you’re

a bank, a telco, and airline, you cannot be acquired and you cannot acquire one of the others,” he
said. “Essentially you’re a monopoly; you can just sit there and have a nice time. These guys are
not world-class anything as a result. They have no ambition other than to tread water.”

He added that while the country’s banks have been praised for how well they weathered the re-
cent recession, they have done so by not lending any money except on a strict asset-based man-
ner. Telcos have likewise fallen far behind their international counterparts. The result is artificial-
ly high costs associated with creating a business in Canada, as opposed to other parts of the
world.

“We’re losing hundreds of our SMESs to acquisitions every year, way before we’ve got their eco-
nomic benefit to Canada,” he said, adding that governments are making this situation worse by
avoiding the use of Canadian SMEs for goods or services. “It’s absolutely shameful. For an SME
in Canada, the domestic market is actually the US.”

Chowaniec related his own experience of these effects in his business, describing how cable gi-
ant Shaw wanted to implement a new wifi system and turned to Cisco rather than Belair Net-
works, even though his firm has the more prominent expertise in this technology.

Chowaniac then contrasted two primary sectors — auto and information & communications
technology — each of which has around 500,000 employees. The former is established and ma-
ture, depends heavily on government support, and uses very few SMEs in its supply chain;
meanwhile, the latter is newer and still developing, being much more entrepreneurial and much
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less dependent on government largesse. More significantly, he emphasized, the ICT sector
spends about 10% of its revenue on R&D, while the auto sector only puts about 1% toward this
goal.

Chowaniac concluded that it will be essential to dismantle some of these business monopolies,

protect SMEs with new acquisition regulations, and change the levels of government support to
various sectors. “We need to find a way to make our own SMEs grow,” he said. “That’s the en-
gine for the future.”

Hawkins began by agreeing that start-ups are an important part of the economy, but not necessar-
ily an appropriate focal point for policy. He suggested that governments became enamoured with
SMEs during the initial high tech boom of the 1970s and 1980s, when their tremendous growth
made it look like the economy was getting something for nothing. This perception also overlooks
the fact that many start-ups begin their existence with a great deal of direct and indirect govern-
ment support. “Governments don’t like that anymore,” he observed. “They don’t like to take
credit for successes.”

He then set the role of SMEs in a larger economic context. “There is a microeconomic relation-
ship between start-ups and the rest of economy,” he said. “Guess what. It’s inverse and negative.
This has been shown in many studies in many countries. As wealth and growth goes up, the
number of start-ups goes down. As wealth and growth goes down, the number of start-ups goes
up. It’s a pure opportunity cost question.”

Since the value of start-ups in the economy is cyclical, therefore, Hawkins said any government
policy aimed at promoting these enterprises is tasked with doing so at just the right point in the
cycle. One of the incentives for such a policy is the observation that SMEs create jobs, but the
rate at which these firms add to employment only becomes significant as these businesses ma-
ture, after as much as a decade. Similarly, SMEs are widely regarded as highly productive, but
their high failure rate mitigates against this virtue. In fact, some of them offer such a narrow
range of goods and services that they are highly vulnerable to even modest shifts in their market.

Hawkins insists that we should not overlook the contribution of larger companies, who may be
seemingly thin on the ground but nevertheless generate 50% of our GDP. He recommended re-
search being conducted by University of Manchester Business School Professor Bruce Tether,
who has explored the relationship between who comes up with idea and who adds value to those
ideas. “Small companies are really good at creating ideas and really good at creating a certain
amount of value out of them in the short term,” he said. “Large companies may have crappier
ideas, but they create huge amounts of value from them.”

With respect to the role of start-ups and economic growth, Hawkins said government support of-
ten confuses this process. “They direct policy at what they think is going on in start-ups,” he
said. “Governments consistently confuse ingenuity with innovation — big mistake. If you want
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to succeed as a start up, you’d better not get those things confused. And if your government’s
trying to help you and it’s confused in that way, you have a real problem.”

Worldwide, he argued, small firms amount for less than 2% of research and development. Admit-
tedly, this could be highly significant research and development, since it is difficult to quantify
the impact of specific work. However, most of these firms are already conducting as much of this
work as they can handle, and need no encouragement to do more. “Nothing’s going to put a
company out of business faster than investing in research and development,” he said. “It’s pure
risk. You’ve got to be sure where you’re going. You’ve got to know what you’re doing.”

Nor is innovation just about technical change, Hawkins maintained. “It’s about finding out about
your market. It’s about finding out what people think about your product, and whether they’re
going to buy it or not,” he said. “In fact, R&D is mostly about all the things that SRED [Canada
Revenue Agency’s Scientific Research and Experimental Development Tax Incentive Program]
specifically excludes. We don’t do any of that. This has been the greatest act of vandalism of a
government in the OECD for the last 50 years.”

He offered up the irony of the popular wisdom that you get more large companies if you have
more start-ups. But the evidence actually reveals that if you have more start-ups, then more of
them fail. In a similar way, Hawkins observed that individual firms come and go, but industrial
sectors persist, so innovation policy should not target specific firms. “It’s industries you want to
aim the policies at, not the firms, large or small. So what should governments be doing if they’re
not investing in small firms?” he asked. “The first thing they should be doing is going back to
what they have historically done very well — and which they still can do very well — which is
to pick winners. Pick winners: don’t subsidize losers, which is where almost all of our money is
going now. It’s not that hard to pick them. It’s hard to have the courage to not just pick them but
to do something about fomenting their success.”

Hawkins concluded that targeting industry means focusing on an area that will remain at the
heart of your economy, which in Canada’s case means the energy sector. Above all, following
private money with government investment means you will be reinforcing where the marketplace
is heading. “The secret to making small firms successful is to aim your policy at these large firms
that are the actual problem, and not at the small firms that tend to give you solutions to problems
for nothing.”

By way of rebuttal, Chowaniec returned to the disconnect between a comfortable, insular large
corporate sector and the dynamic potential of SMEs. He speculated that a return to a more
sweeping industrial policy would transcend these differences between big and little companies in
order to address underlying problems. By way of example, he cited the fact that Startup Canada,
of which he was the founding chair, now has some 80,000 companies and individuals working
through the challenges of getting an enterprise going.
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“But why is this coming from the ground up?” he asked. “Why isn’t it coming from the top? Be-
cause everything’s happening on the ground and nothing is happening on the top.” In light of the
unwillingness of corporate Canada, the banks, or any kind of venture capital investors to take
part in this process, entrepreneurs find themselves with few options.

“It’s not about R&D, it’s about innovation,” he maintained. “It’s about doing things in a different
way, and it’s about finding opportunities that somebody else isn’t going to steal from us.”

Hawkins insisted that the challenge is not just a matter of innovation. “Innovation is the easy
part,” he said. “The hard part is leveraging innovation upward, to create lasting value in an econ-
omy; to create a source of wealth that didn’t exist before.” Only in this way can wealth be creat-
ed and investment encouraged.

For the same reason, he cautioned, an exclusive emphasis on innovation can be an expensive un-
dertaking. “Innovations don’t always make you wealthy; innovations can kill you,” he said,
pointing to innovative financial services that have demonstrated an ability to wreck the economy.

Further to Chowaniec’s observation that SMEs do not serve the Canadian market, Hawkins in-
sisted that they should be required to do so. In many other countries, government procurement
programs elsewhere have demonstrated remarkable success at encouraging such businesses.
Moreover, many of these Canadian SMEs are serving precisely these kinds of procurement ini-
tiatives elsewhere, so there is no reason to shun this kind of opportunity here.

Finally, Hawkins clarified the notion that venture capital is scarce. “The problem is that there are
no ideas venture capitalists want to invest in,” he said. “Everybody who has an idea thinks
there’s a venture capitalist out there who wants their idea — not true.” Moreover, he suggested
that venture capital is not the only way to fund a business, and many entrepreneurs consciously
avoid this approach.

Frise offered up some points of his own. He started by crediting the success of Mexico’s bid to
build up its automobile industry to sizeable government subsidies, something Canada is reticent
to adopt, even though this industry has by far the largest footprint on the Canadian economy. The
prospect of losing this economic multiplier is one he illustrates for audiences by noting, “If you
think Newfoundland looks poor without fish wait until you see southern Ontario without the auto
industry.”

In order to underscore that assertion, he referred to the aforementioned Bank of Canada analysis
that deliberately omitted the auto industry and oil, since they dominate the economy to such an
extent. Frise acknowledged that automotive manufacturing had suffered in the last few years, but
it continues to grow. “It’s now just past its pre-recession levels and profits are expected to double
between now and 2020,” he said. This sector receives little government support for its R&D ef-
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forts, in contrast to the ICT sector. Moreover, the Canadian industry’s investment in R&D is only
a fraction of the global average for the auto sector.

Frise then offered the debaters a well established statistic that some 90% of all start-ups fail, rais-
ing the question of why economic policy should be premised on this basis. Chowaniec focused
on ICT, where he attributed value in supporting innovative enterprises, but likewise bemoaned
the loss of that value as most of these enterprises are acquired by outside interests. Moreover,
these tend to be the most promising enterprises, which is why he called for stricter rules about
such takeovers. “We’re basically killing our own children, and that’s just not a very smart thing
to do.”

Hawkins cautioned against a desire to increase the number of surviving firms; instead, he pre-
ferred to focus on those outstanding firms that go on to grow and thrive. Though they may be
few, their impact could be profound, as Finland has experienced with Nokia. And although
Canada may be having unacceptable experience with comfortable, unambitious corporations that
dominate their respective markets, he has worked with others such as Siemens or Daimler-Benz
that demonstrated a remarkable openness to new ideas. More specifically, though, these compa-
nies find such ideas amongst the small start-ups.

Hawekins also echoed Harold Warner’s comment about the critical role of manufacturing, i.e.
“You’ve got to break it to know how to build it well.” Similarly, Hawkins insisted that innova-
tion, R&D, and production are tightly linked. “If you’re not making stuff — and it doesn’t matter
if you’re making a car or a financial service — you’re not doing the research and development,”
he said, adding that this was the only way of increasing and improving the jobs that go along
with this work.

Frise then brought the speakers back to the original question, which considered whether policy
should focus on start-up firms. As a starting point, he noted that while there has always been po-
litical pressure on AUTOZ21 to generate start-ups, doing so runs counter to the auto industry’s de-
sire to reduce the number of its suppliers.

Chowaniec returned to his argument by noting that the government has no science and technolo-
gy policy, and so does not have a template by which to even collect the necessary data for a co-
herent innovation strategy. Meanwhile, other countries are throwing a great deal of money at
precisely such strategies, leaving us further behind and in need of more time to ramp up a com-
petitive response.

Hawkins built on Frise’s comment about the auto industry tending to use fewer outside suppliers,
which is something that can be traced to innovative practices. In this respect, innovation can be
very much a two-edge sword, one that must therefore be managed even more closely with appro-
priate policy. He concluded with Abraham Lincoln’s definition of the role of government, as an
agency that does for individuals what those individuals cannot reasonably be expected to do for
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themselves. “That’s a pretty good definition of the policy space we should be inhabiting here,”
he said. “Where we do have these chasms that need bridging, there’s no individual actor that’s
got enough of a stake in it to bridge it for themselves and we need some collective action.” He
emphasized that countries overseeing strong R&D policies have already committed themselves
to the essential costs of doing so. “They don’t see it as incurring a debt,” he said. “They see it as
making a national investment in something that’s going to make everybody more prosperous. We
need to start growing up and thinking like that.”

Q&A

Margaret Dalziel of the Evidence Network at the University of Waterloo asked about Canada’s
prominent use of R&D tax credits, asking for opinions on what they can and cannot do. Hawkins
referred to a recent Belgian study that shows the impact of tax incentives for R&D is about the
same as that of direct subsidies. Despite that, he voiced his own skepticism about the value of tax
incentives, which let governments “off the hook”, in the sense that they do not have to tie them-
selves to a specific policy. Chowaniec, for his part, argued in favour of tax credits, which work
well in the absence of any policy.

Bert Van Den Berg of NSERC asked the debaters to revisit the challenge of protecting start-ups
from acquisitions, and for any insights as to how other countries go about protecting these fledg-
ling enterprises. Chowaniec responded that it is not necessary to put a blanket ban on acquisi-
tions, but instead to adopt an American approach, which allows boards of directors to reject
takeover bids if they see fit to do so (which they cannot do under current Canadian regulations).
“We are the worst in the Western world in terms of protecting our own companies,” he said.
Hawkins agreed, adding that Canada was missing a major opportunity to nurture new industry in
our most dynamic economic asset, which is the oil sands. By allowing foreign firms to carry out
the work of processing and cleaning up after this resource, we are allowing the export of knowl-
edge and expertise that were developed domestically. “There’s an enormous industry to be built
out of this, which we haven’t even thought about building yet,” he said, suggesting that whether
we were examining the high-tech sector or the resource sector, the development model of “rip it
and ship it” seems to apply. “Our business model — whether we’re selling oil, agricultural prod-
ucts, or IT — is for you to be acquired.”

Gord McDonald, President of the 13-year-old software firm Process Pathways Inc., insisted that
the ICT sector is far more dynamic than most people realize, as indicated by on-line financial
giant PayPal’s recent move to cloud computing, which accelerated its release of new software
from 78 days to one day. He likewise harkened to Harold Warner’s suggestion that start-ups
serve as a valuable “boot camp” for young people to learn how to succeed, especially since they
are at a stage in their lives when they can afford to take risks and incorporate those risks into
their lifestyle.
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Hawkins recounted teaching engineering classes and having no takers when he asked the stu-
dents if they wanted to start their own business. In a business school class, he added, the re-
sponse would be the opposite. “The difference is that nobody from the business school is going
to start up a company,” he said, “whereas the guys in engineering are probably going to start up
one.” This distinction is crucial, he suggested, because it speaks to the underlying cultural roots
of enterprises and how they get started. “They are so dependent on the psychology of the people
who start them.” Nor should we try to change that psychology, such as by trying to get scientists
to be more business-like; instead, we should concentrate on helping entrepreneurs connect with
scientists as part of their business development.

Ron Freedman asked what we were talking about when we use the term “start up”. He suggested
that the paradigm has been the Silicon Valley garage firm fuelled by young, inexperienced people
with original ideas. Yet there are also firms begun by people who have worked in established
businesses and bring a great deal of that experience to their own business project. This raises the
question of which sort of start-up we would like to support.

Chowaniec conceded that young entrepreneurs may not have the necessary experience to under-
stand their market, but if that causes them to fail it will not necessarily be the worst outcome.
Conversely, experienced entrepreneurs bring valuable assets to a new enterprise, one that can
appeal to potential investors. Hawkins underscored this point, suggesting that pinning all our
hopes on energetic youth may not always be the best way to go. More experienced entrepreneurs
bring not just good ideas to the market, but an understanding of that market and a product that
can meet the expectations of that market.

Another question returned to use of tax credits to promote R&D, which may be a flexible
arrangement but one that may be difficult to make accountable. Hawkins agreed, and suggested
that accountability may ultimately be unattainable in certain contexts. In fact, it may be good to
allow R&D activities to transcend typical measures of accountability, which will insulate enter-
prises from political pressures that would shut them down prematurely. He cited the example of
the Netherlands, which supports innovative enterprises to an extent that allows them to outlive
several iterations of government, by which time they may be ready to support themselves with-
out any public assistance. “That’s why they create things there that don’t belong there, which
create all kind of value in that economy,” he said. “And that’s why we don’t, because we’ve got a
political time frame of about four weeks, if we’re lucky.”

Ron Van Holst of the Ontario Centres of Excellence asked how we should provide start-up enter-
prises access to physical resources, such as specialized scientific instrumentation, and whether
that will help them to succeed. Frise added that in addition to these physical resources, entrepre-
neurs might also benefit from access to humanities and social sciences resources, such as market-
ing information. “They may have the greatest science and technology in the world, but they real-
ly have no idea how to convince someone else to part with their money for it,” said Frise, para-
phrasing Doug Barber on this point, “A lot of these great little ideas have no customers.”
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Chowaniec agreed with Frise, suggesting that technology plays only a token role in driving a
new enterprise. “They don’t have to care about the technology,” said Chowaniec. “They have to
care about understanding what the market really needs from them and how they’re going to ad-
dress it on day one.”

Hawkins was even more adamant on this point: “It’s a dangerous thing. We need to stop thinking
about science and technology leading the innovation system. We have to start thinking about the
innovation system leading science and technology.”

Celine Bak of Analytica Advisors described her work on start-ups that grow according to who
they perceive their customers to be. Chowaniec agreed and challenged the earlier point about the
automobile industry cutting back on its suppliers, when in fact it continues to use hundreds of
these small firms, who can be well placed to break into this supply chain with the right idea.
“That’s where their innovation comes from,” he said.

Frise subsequently coordinated a formal vote on who won the debate. The results: 6 abstentions,
22 in favour of the proposition, and 22 against the proposition.
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Opening Keynote

Innovating with Air, Sand and Water on The Rock

Harold Warner, President, Dynamic Shelters
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Warner began by examining the various ways he responds to the concept of an entrepreneur. “My
experience is that people will sometimes react differently to that title. To some people, an en-
trepreneur is just someone who’s running around trying to make a buck off the last good idea. To
others, you’re the backbone of the new economy.” By way of resolving these conflicting images,
he sees entrepreneurs as balancing three aspects of their minds: the analytical, the creative, and
the productive.

Warner cited safety, accuracy, and innovation as the core values of his company, which he estab-
lished in the combined communities of Fortune/Grand Bank, Nfld., an area that was heavily de-
pendent on fishing. When he opened his first plant in Grand Bank in 2004, the town of 4,300 res-
idents had an unemployment rate of 48.5%. In Calgary, where his business is based, there was
only 2% unemployment. The hunger for jobs in Newfoundland was palpable. “There were peo-
ple who hung on the fences the day | was in town, to make eye contact, because they wanted
jobs.”

Because such a huge portion of the province’s population has gone elsewhere for work — pri-
marily Fort MacMurray — Warner wound up with 65% female staff, and an enviable turnover
rate of around 4%, which he insisted were not anomalies. He therefore had no hesitation about
investing in considerable training to provide these employees with the necessary skill sets, such
as vinyl welding, a specialty that can take a year to learn.

“Our business model was not to go there and see if we can get people to work as cheap as we
can,” he said, noting that the company had a zero accident rate in 2013 and was honoured as a
Newfoundland Employment Council Business of Distinction. “The reason we are distinguished
in our employment program is because we make sure that our pay scale is a little bit above
what’s going on around us.” Warner’s company also features a profit-sharing program and health
benefits. They have even been able to bring on people with apparent mental or physical problems
and turn them into highly valued and productive employees. Nor are they even in Newfoundland
because it represents a major market; in fact, all of Canada represents less than 25% of the firm’s
market, while more than half of the primary suppliers are Canadian.

“I’m telling you all this so that you know it worked.”

The company got its start making balloons for major events. His balloons included a number of
innovative designs such as dinosaurs and cows. The knowledge and skills that went into this en-
terprise have since been transferred to making different types of inflatable ground-based shelters.
These are safe, secure, and eminently portable, as evidenced by the example of a field hospital
that five people were able to set up in less than an hour and a half. The firm was also able to con-
struct isolation wards for patients during the SARS epidemics, to keep hospital staff from be-
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coming infected. A similarly unusual product is an inflatable walkway that makes it possible to
walk over land mines without detonating them.

Part of the rationale for this line of work has been the fact that most fatalities and injuries occur-

ring on the scene of major catastrophes are caused by collapsing structures, not by explosions of

any sort. Warner’s structures are highly resilient to blasts and impacts, as he illustrated in videos

of test sequences. He also showed videos of what happens in a conventional structure as it comes
apart, illustrating just how hazardous they could be to their occupants.

Dynamic Shelters has designed its air shelters to serve as resilient structures with no internal
breakable members that could injure occupants during calamity. The structure deforms but re-
covers, and occupants are not harmed at all. The company has also developed a type of cellular,
cardboard-like structure for walls, which successfully absorbs direct hits from mortar shells.

Such testing regimes have allowed the company to explore other possibilities, such as creating
inflated structures in the ocean to deal with problems like sunken vessels leaking oil. The same
basic principles also introduce the possibility of constructing these shelters on other planets, as
well as hostile conditions here on earth. In some cases these structures serve as elaborate “gas
masks” for people working on an industrial site, who may have nowhere to turn in the event of
an accident that releases toxic agents. Ultimately, Dynamic Shelters became the sole source firm
to meet the needs of industry and the military.

Warner credited various agencies with seeing the company through the long and expensive R&D
process that led to these achievements. His list included the National Research Council, the At-
lantic Canada Opportunities Agency and the federal SRED program. He was not initially inclined
to seek out this kind of funding, but became persuaded when he saw how large a research budget
it supported. “It worked for our company, it worked for a lot of people in Newfoundland, and it’s
fostered another business in the United States.”

That being said, he bemoaned a general shortage of testing facilities, which he blamed for hold-
ing back a great deal of the country’s R&D progress.

“There are all kinds of ideas out there with young entrepreneurs, but they don’t know how to test
them,” he said, insisting that testing represents the essence of innovation. “You’ve got to break it
to know how to build it well. You can’t do that just by building it and putting it on a store shelf.
You have to bust it.”

Crelinsten subsequently asked Warner about how he responds to people seeking to invest in the
firm. Warner recalled when Dynamic Shelters was featured on the Discovery Channel, he was
approached by someone who was disappointed to learn that the company was fully private.
“That’s a tremendous compliment,” he said. “Don’t think for one second that I’m hung down and
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don’t know what to do with all the money. We have a business that brings me a new challenge
every day.”

Celine Bak asked if the Atlantic Accord has made an impact on the business, and speculated that
it would benefit companies like his to have a television reality show that outlined the challenges

facing them and how they were overcome. Warner acknowledged that oil development has trans-
formed the economic life of the east coast, but this has not directly affected his business, since so
little of their market is there.

Further to her point about creating a reality show, Warner agreed. “The real experience is irre-
placeable, and people have to see it, identify it, and connect with it.” He noted that he was look-
ing forward to mentoring others.

Bert Van Den Berg followed up on this concept of the value of experience. Warner responded
that the educational system was now doing much more to be welcoming to smart individuals
who were not necessarily academically inclined, but he noted a prominent statistic that most en-
trepreneurs are drop-outs. He proposed sponsoring young entrepreneurs in a business activity
that would call for research under real-world conditions. “To actually create a project as opposed
to creating an experiment, and being responsible for it financially; boy that would be live-fire
training.”
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Budget 2014: The Road Not Taken

David Watters, CEO, Global Advantage
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Watters premised his remarks by declaring that he examined the budget from the perspective of
its impact on innovation, research and development, and science and technology generally. This
year he has concluded that the country is on the wrong path in terms of investments in these ar-
eas, and more specifically the amounts of those investments. Nevertheless, he suggested that
there will be an opportunity to make incremental investments in the next budget, and he
promised to conclude with some targets for those investments.

Recalling the news coverage of the budget on February 11, he played a Global News summary of
budget coverage. During that coverage, correspondent Tom Clark dismissed this budget as the
forgettable warm up act for the more significant budget that would be announced next year in the
immediate lead-up to an election. In fact, he suggested that this budget represented a chance to
trot out items that you would not want to showcase during an election year, such as a cut to the
armed forces.

“There really wasn’t a lot in this budget, but the question is why,” said Watters. “The expectation
is that once the government does reduce the deficit — which is expected in the next budget —
then you’re going to have a lot of fiscal room for significant initiatives.”

He identified three components to the budget:

1. Economic Development and Prospects
2. Supporting Jobs and Growth
3. Return to Budget Balance

These three aspects are linked by Canada’s significant performance, with the strongest job
growth in the G7, coupled with a substantial GDP growth of 2.3%. The only concerning feature
might be export markets, where low commodity prices could be caused by ongoing uncertainty
afflicting other markets. Nevertheless, all of this positions the government for a balanced budget
in 2015.

Watters found it striking that the Prime Minister made a rare pronouncement that he would like
to see the debt-to-GDP ratio reach 25% within seven years, down substantially from its current
rate of 32%. “It’s rather a remarkable commitment that he has made, and something that is quite
achievable for Canada.”

Even so, restraint has not slackened, as further cuts in spending to federal services have yielded
some $9 billion in saving.
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As for the core of the budget — item 2, Supporting Jobs and Growth — Watters points to four
sections:
1. connecting Canadians with jobs;
2. fostering jobs, innovation, and trade (an $800 million item, although more than half of that
is the new Windsor-Detroit bridge);
3. resource development, infrastructure, and transportation;
4. supporting families and communities.

Despite the prominence of these items, however, Watters concluded that the overall amounts
were simply too small in proportion to the entire budget (about one-twentieth of one per cent) for
these investments to make much of a difference. That being said, he went on to consider the idea
that if we are going to have some national debt, then at least we should ensure that it represents
an investment that will benefit future generations through job creation and innovation. In contrast
to Canada’s 32% debt-to-GDP ratio, two other strong economies — Germany and the UK —
have ratios of 78% and 89% respectively. “We do have a lot of fiscal capacity to consider new
initiatives as we go forward to next budget and subsequent budgets after that.”

More specifically, Watters noted that a large proportion of the “new” budget money represented a
reallocation of funds. The actual amount of new money in 2014 is about $550 million, a figure
that has been consistent over the last several years. This includes $46 million for the granting
councils, but when this presumed increase is weighed against inflation, it points to increases on
the order of about 1.4%, while inflation is expected to run between 1.7% and 2.4%, marking an
actual decrease in support. “We need to acknowledge the fact that we’re not giving the kinds of
support that we have given to them in the past.” Similarly, investments in TRIUMF, AECL, and
the Automotive Innovation Fund is really just legacy funding.

Watters did single out three items that he regards as genuinely new: $40 million for mentorship
of entrepreneurs, which is part of an accelerator and incubator program; $15 million to Water-
loo’s Institute of Quantum Computing; and $3M to the Canadian Digital Media Network to cre-
ate an Open Data Institute, which will address the looming challenges associated with “big data”.

“Avery, very modest budget,” he said, by way of summary. He then referred to two earlier
statements made by the Prime Minister. The first was one from the World Economic Forum, a
complaint that the return on investments in science and technology were much lower than was
satisfactory. The second was similar in nature, a stated desire to obtain better commercial results
for every precious dollar allocated to science and technology. “That orientation, as expressed by
the Prime Minister, is evident in terms of the funding and financing that is made available.”

Returning to the budget, Watters did a comparison of what the budget’s $550 million represents
in broader terms. Looking at a graph with R&D as a percentage of GDP on one axis and propor-
tion of scientists and engineers in the population on the other, he located Canada in the middle of
the pack of developed nations. At the same time, the relative location of that pack is changing as
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a number of developing countries move aggressively to accelerate their R&D activities. As a
lighter comparison, he noted that major league baseball player Miguel Cabrera recently signed a
contract for $292 million, while Canada is hoping to get F-35 fighter jets at a price of $162 mil-
lion apiece. Similarly, the country is hoping to purchase an icebreaker for $720 million, which is
more than the entire amount the 2014 budget has set aside for innovation, but also about half of
the cost of owning the Toronto Maple Leaf hockey franchise.

“The issue here is that $550 million may sound like a lot of money — it isn’t. And it’s certainly
not when you begin to consider what Canada’s doing relative to other countries. We have to think
in totally different terms.”

Looking more generally at a $550 million augmentation to the country’s $60 billion overall in-
vestment in R&D, within the larger context of a $4 trillion economy, Watters asked if this is
enough. “Are you leveraging enough in terms of promoting research and innovation to be able to
produce some significant results? My own personal view is that it isn’t nearly enough.”

He observed that while the government had announced the Global Market Action Plan some
months earlier, there was no money put into it. This initiative does focus on SMEs, and wants to
double the number of SMEs operating in emerging markets, but without money little will
change. Likewise with the consumer agenda, which features new inroads in telecommunication
policy. This agenda was mentioned in the Speech from the Throne, as was an international edu-
cation strategy to attract students from abroad and an aerospace and defence initiative that would
use government procurement to drive innovative enterprises. These and other measures have
been announced, but none of them represents what Watters regarded as a bold new direction.

He also examined who is carrying out R&D work, noting that it is primarily the business com-
munity and universities, as opposed to any significant federal government cohort. These two sec-
tors are the focus of the federal push to improve R&D output. Even so, he displayed a chart
showing Canada’s R&D spending relative to GDP, which reveals a decline of about 16% over the
past decade. “Most of our competitor countries are increasing the amounts that they’re spending
on research and development,” he said.

Watters also acknowledged that innovation and its effects go well beyond the simple measures of
R&D activity, and more recent OECD assessments attempt to take stock of more subtle elements
such as processes and markets. Meanwhile, the government has still not framed a science and
technology strategy.

Turning to the country’s private sector, he suggested that we are still trying to understand its size
and structure. An Industry Canada report from September 2013 outlined a significant drop in the
number of large corporations in the country, which puts additional emphasis on all other repre-
sentatives of this sector, who therefore qualify as SMEs. While the average size of a large com-
pany is 1550 employees, the average SME has nine. In all, some 24,000 firms conduct R&D
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work, the vast majority of them being SMEs; Watters insisted that we must appreciate the
heightened risk that this work poses to these smaller enterprises, such as setting aside resources
for development work and trying to break into foreign markets. “We don’t yet have an adequate
risk-sharing mechanism for these kinds of companies, which we should be trying to strengthen.”

By way of conclusion, Watters observed that Budget 2012 focused on new markets, including
various Free Trade Agreements undertakings, and Budget 2013 emphasized industrial sector
strategies for aerospace and defence, the auto sector and clean technology, as well as venture
capital development. In contrast, Budget 2014 appears to be treading water, which made Watters
wonder where we are going. He compared us to being on a Sunday drive in a Model A while our
competitors are operating on a Formula 1 track. Coupled with the fact that our GERD is 1.74%,
while the OECD average is 2.37%, Watters asked if we would like to get into this race or not.

Taking GERD of 2.37% as a modest goal to attain in the next five years, Watters outlined what
would be necessary to achieve it. Achieving this goal would amount to an increase of about $70
billion, about half of which would have to come from the private sector; in order to free up rev-
enue on that scale, export sales would have to increase by around $1 trillion. “This would be a
huge task, just to become average. A sustainable Canadian S&T strategy has to be an export
strategy. We have to understand these global markets, we have to understand how to access them,
we have to understand how to innovate for them.”

As daunting as this prospect may sound, Watters concluded that there is now a real opportunity
to get some ideas on the table for integrating these goals into the next budget.

Ron Freedman began the questioning by adding to Watters’ comments about the preponderance
of SMEs in the economy and how little we know about them. Freedman underscored the broad
spectrum that is covered by this category: “We treat a company with 444 employees, in policy
terms, the same way we do a company with four employees. And there’s a world of difference. In
all of Canada there are about 7,800 medium-size companies. It’s unbelievable to me that nobody
in the federal government knows how many of those companies are in innovation-based sectors.
We’ve never run the numbers.”

Freedman also suggested that Canada’s science policy strength lies in an ability to craft a new
paradigm every decade or so. “The problem as | see it is that we’ve run out of paradigms; we
haven’t had a new one for about 20 years now.” If new money is to be put into this area, then, a
new paradigm must accompany it.

Watters responded to this observation by asking what new institutions might have to accompany
such a paradigm. “I find it interesting in Canada’s economic growth how governments over time
have used crown corporations, such as Canadian National Railway, Air Canada, and Petro-Cana-
da, for a period of time and then you phase them out as they begin to solidify a particular

market,” he said. “What we have failed to do is build that kind of institutional framework in any
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significant way to support these companies we want to support in the development of their tech-
nology and their business.”

Doug Barber returned to Watters’ argument that growth needs to be export-led, observing that
while the number of companies doing R&D has grown steadily, the number of larger companies
in a position to engage in exports has declined. Watters confirmed that there is no short-term fix
for this trend, but that it can only be corrected with goals that are respected over several genera-
tions of government, targets that we can all be held accountable to.

Watters added that another unfortunate aspect of technology development in Canada is the ten-
dency for Canadian entrepreneurs to scale up their operations only to the point of selling it to a
larger interest outside the country, something that reflects a lack of support that might help these
enterprises remain in Canada and build value as exporters.
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Dinner & Keynote Speaker

Is Canada Set to Win? Values, Skills and
Strategies for National Competitiveness

Ken Coates, Canada Research Chair in Regional Innovation, Johnson Shoyama Graduate School of
Public Policy, University of Saskatchewan
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Starting from his title theme of how well Canada will be able to compete in the 21st century,
Coates revealed his conclusion: “Of course we’re capable of it, but we’re not actually on track to
do it, for a whole variety of reasons.” He premised this conclusion on his own opinion, making it
clear that the observations to follow were his opinion, informed by some analysis.

In light of the tremendous explosion of scientific and technological activity that has taken place
since the 1960s, he cited the emergence of principles of economic development premised on the
concept of innovation that emerges from research enterprises. In this context, he expressed his
distaste for the term “knowledge economy”, preferring to describe the current state of affairs as a
“specialist economy”, which rewards people with jobs based on a narrow range of skills.
“Whether it’s in nanotechnology or electrical engineering or digital design or whatever it hap-
pens to be, people in those fields who are in high demand will do very well. But the idea of a
generic, four-year degree that will lead you into a great 21st century career has proven to be in-
accurate.” He backed up this observation with the high unemployment figures for university
graduates, which also testifies to the excessive number of people in university classes.

Returning to the broader question of innovation, he outlined the “innovation equation”, whereby
high levels of education added to basic research and commercialization equals business devel-
opment, jobs, and prosperity. “I find this rather interesting, because everybody’s doing almost
exactly the same thing. I’m not sure if innovation is innovative if everybody’s doing the same
thing. When everybody’s doing the same thing, not everyone is going to succeed equally.”

Having said that, he acknowledged that Canada does certain things very well, including sending
a high proportion of our population to university and college, and those educational institutions
are outstanding. Similarly, he praised our ability to do basic research, coupled with sufficient
government funding for that research. More specifically, he suggested that business incubators in
Canada are performing fairly well, and we have successful innovative firms, but nowhere near
enough.

In spite of these virtues, Coates did not regard Canada as being anywhere near the front of the
pack internationally. Part of this stems from a general lack of understanding of the word “innova-
tion”. In fact, innovation has been oversold politically, to the point where it has become a liabili-
ty. “Innovation is actually a really successful job-Kkiller,” he said. “The only way many of our
companies stay successful is by innovating through technology that results in fewer jobs.”

He offered the example of Kitimat, BC, where Alcan was faced with the prospect of revitalizing
an outdated aluminum smelter or shutting it down. The company opted to save it, at a cost of $2
billion dollars, but improved equipment meant that only half as many people are now employed
there. “They had to innovate in order to stay competitive, but in innovating they ended up losing
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a large number of jobs,” he said, noting that this pattern was being repeated in other sectors, such
as forestry and mining. “Innovation isn’t this magic bullet.”

He then voiced his concern that Canadians have not yet had a public discussion about how to
embrace these aspects of innovation, which are bringing an end to those middle-tier, well paying
jobs that were the backbone of the economy, such as those of auto plants before automation elim-
inated huge numbers of positions. Such manufacturing jobs are increasingly scarce, and they are
not being replaced with anything comparable.

Coates suggested that Canada has done well with its inputs to the innovation economy, and the
moves to embrace automation were understood to be necessary and fairly well received by most
people. As technology begins to reshape the employment picture for white collar work to an ex-
tent as profound as it has already altered blue collar work, that acceptance could shift. Even
seemingly modest changes such as the installation of ATMs and on-line services by banks has
eliminated key entry-level pathways for employment in that field. Similarly, tax software has re-
duced opportunities in tax processing services. This has already happened in areas such drafting,
which was done in by the rise of computer graphics, and Coates predicted that medicine would
soon begin to feel the impact of technology that will eliminate many activities currently carried
out by people.

He related his own background, which included research into how well smaller and more isolat-
ed population centres will cope with these changes, and discovered that these places are being
steadily abandoned in countries around the world. “I came out of that process realizing that suc-
cess in the 21st century requires real commitment, it requires an openness to the future, it re-
quires speed and global perspectives.”

As for Canada’s ability to take up this challenge, he insisted that few places are better endowed
with natural resources that could enable us to thrive. Rather than treating such resources as a
primitive bank account on which to draw, however, he argued that they should be used as lever-
age for more ambitious undertakings. “We’re not using the resource wealth as we should, a gold-
en opportunity to build an economy that is very forward-looking,” he said. “We are as a country
very slow moving. We’re comfortable; there’s no great crisis, we’re not falling apart at the
seams, we’re doing okay, and that’s made us complacent rather than excited about the future.”
As a by-product, he added, these circumstances have left us risk-averse, as evidenced by the
dearth of investment capital in the country. Likewise, we fail to support our own enterprises, as
evidenced by the rough ride Blackberry received at the hands of the country’s own media.

“We should rally behind our brands, we should rally behind the things that we do well, and as a
country we don’t do that at all well. We are incredibly hostile to our own success stories. In New
Zealand they call this the “tall poppy syndrome’, because they don’t want anyone getting too
wealthy.”
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Compounding these difficulties, according to Coates, is an overcrowding of the post-secondary
system with students who are not ready or motivated to be there. He blamed this in part on an
inordinate belief in self-esteem on the part of educators. “There is something wrong with telling
young people over and over again that they’re brilliant, they’re wonderful, they’re talented, and
they all get to win,” he said. “We have created the most spoiled generation in history. And what’s
interesting is that’s not a failure of the young people, it’s a failure of parenting, it’s our inability
as a society to let teachers exercise proper control in the classroom.”

Consequently, he observed, the educational system cannot meet the demands of the 21st century
world, nor are its graduates properly prepared to work in such a world. Companies seeking to
find desirable employees have already identified this problem. “They can find people with the
skill,” he said. “But they have trouble finding people with the work ethic.” He added that this
trend is also reflected in the shortage of young, ambitious entrepreneurs, and the fact that the
leading employer of choice for young Canadians is the federal government. “The deficit is in our
imagination, our creativity, and our work ethic. To be an entrepreneur is not a skill you get by
taking a couple of classes and getting some good credit. To be an entrepreneur is a challenge to
your soul, your spirit, and your energy.”

Coates also expressed his admiration for entrepreneurial nationalists, business leaders who see it
as part of their job to build a 21st century economy in this country, some of whom he met while
working in Waterloo. “I never figured out what the cost would have been, but | bet you that Mike
Lazaridis and Jim Balsillie would have made an awful lot more money if four or five years after
they started the company they moved to Syracuse, New York.” Conversely, he likewise com-
plained about our ignorance of the rest of the world, despite the significant number of new citi-
zens Canada welcomes from throughout that world.

After apologizing to members of audience who are employed in some form of granting system,
he portrayed Canada as a country of people seeking grants. “Do you realize that there’s a whole
industry of people who will fill out grant applications for you? And universities will give you
money to hire people to fill out grant applications so you can fool the people on the research
committee who are evaluating these things. These things are enormously expensive, and we nev-
er put a cost on what it actually requires to fill out these applications.” Nor is the attendant
process with these applications fast enough to keep pace with economic reality. Some grants call
for a 12-month turnaround, in contrast to programs in forward-looking places such as Singapore,
where applications receive a response within a week.

Moreover, he continued, those who do not take it upon themselves to become grant-writers are
likely to be the accountants riding herd on those same grant writers. “There’s a huge cost to the
over-accounting preoccupation in Canada,” he said, estimating that it might be as much as 40%
of the overall cost of the granting system. “It represents a fundamental breakdown in trust — we
don’t trust government, our governments don’t trust us. We’ve created a culture here around ac-
countability that is suppressing innovation and destroying entrepreneurship.”
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Coates referred to The Second Machine Age, a recent book by
MIT researchers Erik Brynjolfsson and Andrew McAfee, which
details the ways in which technology will be paring down the size
of the potential job market. “The question is, what jobs are we
going to have left?” he asked. “Technological innovation like this
encourages inequality. The people who have high skills will get
paid more and more. You’ll get more and more of a gap with so-
ciety as a whole.”

He concluded by insisting that Canada has a massive “loyalty

deficit”, meaning that the country asks less of its citizens that

anyplace in the world, and so the country gets little back from

those citizens. “What happens is that it’s unconscionably easy to
sell out,” he said, recalling how some of the best students he met at the University of Waterloo
aspired to leave the country. “We used to advertise at the University of Waterloo that we had
more people working for Microsoft in Washington than any university on the planet. How many
countries would brag about the fact that many of their smartest and best and brightest people,
educated here at taxpayer expense, were going out of the country?”

He regarded this lack of loyalty as being all the more remarkable in the face of the country’s un-
rivalled political and social stability, its tolerance for people of different cultures and language.
“But we also have a great deal of unrealized potential. The 21th century belongs to those coun-
tries — and those parts of countries — where people embrace change. We have to have people
who live fast, who work quickly, who anticipate technological innovations, and who challenge
the status quo. Canada’s not that country yet. I’m not sure Canadians are willing to fight for the
future.”

He wrapped up with a sobering example from a recent meeting at his university, where the meet-
ings were dealing with such serious issues as climate change, water management, and food secu-
rity. The discussion ranged across the many demands that would be imposed on these issues,
calling for new, interdisciplinary research initiatives. As he became more excited about mapping
out directions for this work, he was disappointed to see the discussion quickly veer toward facul-
ty contracts and merit pay, which was seen to be the only way to get people from different disci-
plines to collaborate. “I was mortified,” he recalled. “If, at a publicly funded university system,
with the high pay, the intellectual freedom we have, if it comes down to having a conversation
about how to pay highly paid professors even more in order to incentivize them to do what the
world desperately needs us to do, to actually bribe people to collaborate to address the most fun-
damental challenges of the 21st century, I’m not convinced universities are the place to start. And
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if that is the case, the issue that comes up is, where is the place to start? Not on campuses, not in
government, not with business. You figure it out.”

When asked about ways of improving the post-secondary education system, he reiterated one of
his earlier points, namely that there are plenty of good institutions that are crying out for stu-
dents, so students should go there rather than encouraging governments to launch new institu-
tions. The unwillingness of students to leave Ontario, for example, reflects the lack of a national
approach to higher education. He likewise bemoaned the lack of programs that combine academ-
ic skill sets with hands-on trade or trade-like training, something that would balance off the blan-
ket desire to attend university, something that has become a sacred cow amongst politicians and
society in general. “If we took in 25% fewer university students, we would probably produce
more graduates, because we’d have more resources to work with the students who have talent
and motivation. Right now we’re spending those resources on kids who know they don’t belong,
and it’s a waste of our money and their time.”

Jeff Crelinsten referred to a research project he undertook with Doug Barber, examining the in-
stitutional culture of several universities around the world that were acknowledged to be hotbeds
of innovation. “We found out that every single one of them had mission statements like this one,
which is MIT’s: “our mission is to help young people change the country and change the world’,”
he said. “If you look at Canadian university mission statements, they say ‘we are excellent in
scholarship, period. The culture of Canadian universities is part of the problem.”

Coates responded that pockets within various universities do many things well,
and he is generally optimistic about their ability to generate significant positive
change. However, expectations can run too high. He referred to Betting on
Biotech, by University of Toronto political scientist Joseph Wong, who outlined
the extensive efforts of Taiwan, Singapore, and South Korea to create a new in-
dustrial base on biotechnology. Those efforts were ultimately unsuccessful in
creating large numbers of jobs, shaking public confidence in the ability of gov-
ernment to develop an innovation economy. “They bet billions on it and it didn’t
work,” said Coates. “The question is, what does work? Don’t put it all on the
universities’ shoulders and expect them to solve it.”

At a more fundamental level of education, Coates commented on another questioner’s observa-
tions about the deterioration of elementary and secondary school standards by noting that parents
are voting with their feet — and their pocketbooks — by paying for all manner of private tutor-
ing and schooling opportunities. “They’re giving up on the public school system to do the basic
things that we require,” he said, adding that many of these alternative systems are full of the
children of immigrants who value education more than most Canadians. More importantly, he
asked how Canada can expect to compete with societies that routinely impose much more pres-
sure on their student populations.
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Finally, Rebecca Melville felt compelled, as a representative of the younger generation for which
Coates fears, to speak on behalf of their ambitions. “Millennials, as they’re called, are not lazy,
they’re not cynical, and they’re working very hard to benefit their country and move it forward,”
she said. “There are two contradictory messages we’re told: one is to go to university and get a
good job; then when we graduate and don’t get a job, we’re not working hard enough.” She said
representatives of her generation are just beginning to figure out just how much opportunity there
is in trades, but no one had taken the trouble to tell them that before. For that reason, she empha-
sized the importance of not citing a generational divide as the source of Canada’s shortcomings
and instead to work together to help different generations move forward together.

Coates endorsed her statement, which he suggested applied to at least half of the students in the
university system. Part of the difficulty being faced by successful students is that too many stu-
dents overall have been pushed through the system. “The economy is different than what we
thought it was going to be,” he said. “It is our collective responsibility to produce a future for
those young people. If we’re not talking about that job environment and the unemployment cir-
cumstances, and how as governments and companies and institutions, we’re going to create fu-
tures for those young people, we’ve betrayed an entire generation.”
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A New Approach to Venture Capital:
How BDC is Building a
New Generation of Entrepreneurs

Jerome Nycz, Executive Vice-President, Subordinate Financing and Venture Capital, BDC
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In his introduction, Jeffrey Crelinsten noted that much had happened since Nycz had spoken at
this conference several years earlier. “We’ve witnessed dramatic changes in the Canadian venture
capital scene,” said Crelinsten. “The federal government wants to revitalize our VC ecosystem,
and Jerome’s team at BDC has been tasked with that initiative.”

Nycz began by noting that the capital and other resources for turning ideas into businesses have
become highly accessible. “Entrepreneurship is becoming truly democratized,” he said, noting
that young people who have witnessed the ravages of corporate downsizing are highly motivated
to take matters into their own hands.

“They see value in creating their own company and being in greater control of their destiny,” he
observed. “We need to encourage this and help people see entrepreneurship as a desirable profes-
sion.”

He added that there is a wider interest than just helping individual entrepreneurs. “We now have
the data to show that venture capital makes a difference, a big difference,” he said. Such support
builds higher levels of sales growth and employment, greater investment in R&D, and a longer
life for these firms. The effects are therefore felt across the entire economy.

BDC, a crown corporation that operates as a commercial bank, was established specifically to
serve this need. As an example of who the bank helps, Nycz singled out D-Wave, based in Burn-
aby BC. This firm has been developing a quantum computer called The Infinity Machine, which
can take on some daunting computational challenges. BDC was one of the first investors in D-
Wave, more than a decade ago, and the company has been thriving ever since; it currently ranks
fourth in “patent power”, behind giants such as IBM, HP, and Fujitsu. Part of the goal is ensuring
that the company succeeds in ways that keep it and its expertise in Canada. Nor is D-Wave alone
in gauging such success, Nycz noted; BDC has worked with other dynamic firms such as fuel
cell leader Ballard, the science communication enterprise CREO, and social networking innova-
tors such as Layer 7.

Nycz acknowledged that the venture capital market in Canada has been rocky over the last
decade, which has had a very chilling effect on entrepreneurs, especially in the high-tech sector.
The downturn was not part of a cycle, but a structural change that called for a re-evaluation of
how BDC went about its business. When the bank did the analysis, it found that Canada had the
fundamentals, including talented, ambitious individuals conducting world-class research. At the
same time, the country has a shortage of serial entrepreneurs, the experienced managers who can
tap into global networks. In addition, the investments that were being made tended to be small,
so that entrepreneurs had to spend much of their time chasing money, rather than building up
their firms.
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BDC established three funds to address these shortcomings for companies in the fields of health,
IT, and clean technology. Each of these well-capitalized funds was set up to operate privately, so
as to demonstrate how the right ingredients lead to success in this asset class. Nycz pointed to
Monteris Medical, a Winnipeg firm that is refining a non-invasive technique for eliminating
brain tumours with laser beams, as an example of a firm funded from the health fund.

Nycz explained that BDC has also invested less in external VC funds, in order to build up the
available scale of their direct funding to companies. At the same time, they developed a strategy
for supporting start-ups by bringing in other funds to companies that are breaking ground in a
new area, including some highly specialized funds designed to target specific opportunities.

BDC also supports accelerators, such as Vancouver’s GrowLab, which are designed to serve as
boot camps to cultivate entrepreneurial skills in a real-time, high pressure environment. Hun-
dreds of applicants vie for a handful of positions, where they will get several months of direct
mentoring, some $30,000 in direct funding, and opportunities such as travel to Silicon Valley.
“It’s messy, but full of energy and creativity,” he said. “It’s not unusual to find 20 people huddled
in a room at 2 a.m., eating pizza and working on their apps.”

Graduates of this accelerator are also eligible for $150,000 from BDC, which essentially pur-
chases equity in the new firm. “It’s a fast-paced, secure environment, where these young entre-
preneurs can test new ideas, fail fast, and lose as little money as possible,” he said. “They can
learn from their mistakes and bounce back to start again. We back them, we mentor them, we en-
courage them, we connect them with angel investors and potential clients, so they can take their
company to the next level.”

BDC has partnered with six accelerators like GrowLab across Canada, all of them working in IT.
This program has had 1,500 candidates and 100 graduates, 74 of who subsequently received
formal financial support from BDC. That support comes to $11 million, which has been doubled
through leverage with private capital.

“I’ve seen them; I’ve met with them; it’s really exciting,” said Nycz, who also divulged that the
federal government has now asked BDC to invest another $100 million in the similar ways over
the next two years. “Through these accelerators, we’re seeing a new crop of entrepreneurs, who
are not afraid to pivot the company when things don’t go according to plan. This is a generation
of socially committed entrepreneurs who are open to advice and mentorship. It makes me hope-
ful about Canada’s future.”

Nycz referred to the federal government’s Venture Capital Action Plan (VCAP), representing
some $400 million in new investment, which is being deployed with the help of BDC. Some $50
million will go to new, high-performing funds, while the rest will recapitalize existing private-
sector funds. “The goal is to stimulate the market and get more money flowing to commercialize
new ideas being developed by Canadian companies,” he said, noting that the program creates





Budget 2014: Re-balancing Innovation Support Programs
The 13th Annual RESEARCH MONEY Conference
National Arts Centre, Ottawa 22-13 April 2014
Day 2 - 23 April 2014

incentives for private sector investments by first putting public funds into these enterprises, but
also allowing private funds to leave the enterprise first. “The investment time frame is com-
pressed, and the return as a function of time is higher,” he said.

Nycz added that three of these funds have already completed their first closings, including more
than $200 million in commitments from corporate and provincial and federal government
sources. The impact of this activity can already be seen, with VC investment in Canada climbing
by 31% in 2013, the highest level seen since 2007.

“A stagnant venture capital sector is bad for Canada,” he concluded. “It’s bad for innovation and
it’s bad for entrepreneurs. I’m excited about this new way of doing things. The industry isn’t per-
fect yet, but we’re seeing real light at the end of the tunnel. Collectively, we’re building a new
generation of entrepreneurs that will carry Canada well into the first half of this century.”

A questioner asked how BDC was co-ordinating business planning and tracking, which are es-
sential to growth, and how the success of these enterprises would be measured. Nycz listed sev-
eral concrete indicators that would be used to assess firms, such as their ability to attract outside
funding, key customers, and to refine their products. In this way, BDC tracks the performance of
the enterprise, such as whether its product is moving forward and finding customers, as well as
monitoring the investment company, to ensure that they are meeting their own milestones. This
information is then reviewed in a board setting, with corrective action being taken when neces-
sary.

As a follow-up, the questioner asked if this reporting would be transparent. Nycz confirmed that
these records are public. “We’ve got an established reporting mechanism reporting back to the
departments of finance and industry, outlining the firm’s performance and the underlying per-
formance of the portfolio companies,” he said, adding that all of this is detailed in BDC’s annual
report.

Ron Freedman asked what the projected rate of return is expected to be. Nycz recalled that in
2010 the VVC industry’s rate of return was -6%, with BDC doing slightly better at -5%. Now
many of the firms and funds are starting to break even, as well as gaining greater traction in their
respective markets. More significantly, they want their funds to become large enough to allow
for sustained reinvestment in more rounds of financing. In this respect, he said, graduates from
accelerators are at a distinct advantage, insofar as they are more ready to receive support from
outside investors.

A final questioner asked for examples of enterprises beyond the ICT sector. Nycz acknowledged
that ICT is attractive because relatively modest investments can generate significant returns fair-
ly quickly. Having honed their investment strategies in this area, he said, BDC is expanding its
activities to life science and energy, which will require larger pools of investment to help such
enterprises succeed.
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Luncheon Keynote
“The Desire2Learn Story”

John Baker, President & CEO, Desire2Learn
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Baker began by referring to an earlier panel discussion about raising capital, which led him to
reflect on the fact that he did not look for investors until the company had been in business for
more than 12 years. He waited that long because he did not want to be bought and instead want-
ed to ensure that he was creating a firm of enduring value.

He showed a picture of the house he grew up in, which is in the small Newfoundland town of
Wesleyville, as well as his first venture, a Kool Aid stand he ran with his sister. While studying
systems design engineering at the University of Waterloo, he was challenged to move from solv-
ing given sets of problems to choosing a problem to be solved. He chose to improve the design
of crutches, working in a kinesiology lab and eventually winning an engineering award along the
way.

The effect of this experience was significant enough for him to skip his final co-op placement
and take a summer off to reflect on some ideas that interested him. As he watched technology
revolutionizing many existing industries, he saw no parallel revolution taking place in education.
So he set out to start one. In seeking to develop a platform that would improve a student’s educa-
tional experience, he took stock of the many problems that afflict learning systems: retention and
attainment rates, maintaining student engagement, improving the efficiency of the learning
process, and competing with other educational opportunities around the world. Baker wanted the
experts developing new information technologies to be working on problems more significant
than getting users to click on an ad.

“We wanted to make learning more personalized, but we also wanted to make it more
perceptive,” he said. “Instead of a traditional grade book that says ‘here’s how you did’, wouldn’t
it be better to get a forecast that says ‘here’s how you’re going to do if you keep doing what
you’re doing.’”

In light of the fact that most people will have several different types of careers during the course
of their working lives, the educational system must provide them with the skills to do just that.
“It’s not just investing in machinery that makes the economy more productive,” he said. “Human
capital matters. The more that we can invest in our people — sharpening their minds, making
them better at whatever they need to be better at — the more we will improve productivity across
the country.”

Nor are such changes exclusive to business and industry. Arts and culture are likewise evolving
with technology, creating global interactions. Similarly, instead of building more bricks-and-mor-
tar institutions to serve just part of a given jurisdiction’s student population, he saw the virtue of
building a virtual infrastructure that could accommodate the entire population at once. The tradi-
tional classrooms still exist, but now the resources available to the students in those classrooms
have been dramatically enhanced with information technology.
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“Learning can transform a community,” he said, pointing to what he has seen happen in Water-
loo. A far more impressive example, he explained, was implemented in Brazil, which adopted a
Canadian education model to lift 1,000 women out of poverty and into higher education and into
secure jobs. The Brazilian government now has plans to carry out this same strategy for 100,000
women.

Above all, said Baker, Desire2Learn must itself remain innovative, which is why some 40% of
its staff are engaged in some kind of R&D. “We are driven by this passion, this relentless focus
on constantly keeping ahead of our competitors, constantly being able to stay nimble, working
with our clients and partners to continually evolve,” he said, describing how the company’s strat-
egy is written on the wall for everyone to read. “We believe that if we tell people what we want
to do, people might actually want to work for us, and we’ll get there faster.”

This strategy begins with challenges, the ways in which the company is confronting those chal-
lenges, and “mission metrics”, which includes better student outcomes and retention rates.
More specifically, they are looking at a wide range of topics, such as mobile learning, social
learning, instructional design, natural language processing, collaboration platforms, and sharing
of best practices.

“There’s not much of a gap between what supports learning and what supports research,” he ob-
served. “I’m a big believer that many large companies suffer from just not having a learning cul-
ture, where they can take what’s coming out of research and be able to incorporate it into what
they do on a day-to-day basis.”

This is especially important when firms launch products or services in a community and obtain
immediate feedback from users that can provide invaluable input that must be incorporated as
quickly as possible. Internally, it is also a way of learning how to engage employees who are not
performing optimally, for example in focused events like hackathons, which bring ideas and so-
lutions forward with breathtaking speed. He has even seen this process demonstrated with low-
tech tools, such as tables from IKEA that allow people to write on them with erasable markers.

Baker also related his involvement in Communitech, which helps sustain an entrepreneurial
community in the Kitchener-Waterloo region through mentorship, sharing of best practices, and
links with educational institutions. In the same vein, as a member of the Governing Council of
the Social Sciences and Humanities Research Council of Canada, he has been motivated by that
organization’s tag line: “Imaging Canada’s Future”.

“It makes you feel like you’re participating in the development of the future,” he said, a chal-
lenge that comes back to him when he reflects on how emerging technologies can be used to
benefit communities, especially those smaller communities that are losing people as their local
economy wanes. “If the knowledge economy is supposed to replace the old industrial economy,
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then how are we going to put the knowledge economy into these smaller communities, if we
think these small communities should support that new economy?”

As an example of what this transition looks like in practice, he explained how he purchased and
renovated an abandoned hotel in Bayfield, Ontario, transforming it into an office complex for
local technology firms. “It started off with two people in the community,” he said. “Now it’s the
largest employer in the town, with almost 30 people working there. And that was done without
any assistance.”

A questioner asked how on-line education can address the perennial challenge of holding a stu-
dent’s attention. Baker responded that in addition to simply being able to determine if an individ-
ual was still participating in this activity, it is possible to analyze that participation to pin down
what pedagogical features improve student engagement and outcomes. Some research shows that
tools to tailor reminder messages with personal content are more successful at holding student
interest, as is regular updating of the information on class Web sites. “But we don’t have enough
researchers doing this,” he said. “We have a plethora of data — petabytes of data — but we’re
just starting to scratch the surface on the research questions.”

Another questioner asked who the customers are for Desire2Learn’s products, and what sort of
experience the company has had in dealing with unionized teaching systems that resist change.
Baker indicated that resistance has not been a major problem, and Canada has emerged as an in-
ternational leader in this field because of early funding from the National Research Council and
elsewhere to support on-line learning. The company currently has about 1,100 clients around the
world, most of them in elementary, secondary, and post-secondary educational institutions, but
perhaps the most striking opportunity has been in the corporate sector, where learning software is
all but unknown. “If companies aren’t learning every day from the challenges in front of them,
and treating those challenges as learning activities tied to business outcomes, then they’re going
to fall very fast and very far behind,” he said.

Jeffrey Crelinsten asked how the company has been able to grow from a start-up to its current
roster of more than 750 employees, and what thresholds or milestones marked that growth. Baker
recalled that in the late 1990s, interest in educational technology was minimal. He brought in a
collection of friends and relatives to form the business, with little or no revenue, since most of
them were volunteers or co-op students. Government funding streams such as IRAP made it pos-
sible to keep people around long enough to build up the business and formally hire them. Further
to his earlier comments, he consciously avoided VC financing, which he feared would lead to a
corporate buy-out, as happened to a rival Canadian firm, WebCT.
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Panel Discussion

Implications of Patient-Oriented Health for
Health Research & Innovation Policy
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Moderator: Jeff Latimer, Director, Platforms and Major Initiatives, CIHR

Brian Clark, Advisor, Patients Canada
Michael Mayne, Deputy Minister of Health and Wellness, PEI
Jason Sutherland, Associate Professor, School of Population & Public Health, UBC
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Latimer opened up the session by pointing out that as common sense as it may seem to put pa-
tients at the centre of health care research, it is not the norm. “Patient-oriented research in Cana-
da is a relatively new phenomenon,” he further clarified. “Patient-oriented research is somewhat
different than patient-centred health care.”

Clark suggested that from a market perspective, it is unusual for research not to be regarded from
a patient perspective, since in any commercial context a customer’s needs are paramount. “It’s
rather strange that we have an institution called health care that is not patient-focused,” he said,
noting that it is only the patient who has an overview of how the entire system operates. “It be-
hooves health care research to look at how that can be improved, and the only way they can look
at that is to ask the patient.”

He described the role of Patients Canada in listening to patients and their stories about the health
care system. What emerges is learning that can be translated into performance targets, with the
aim of initiating cultural change.

Mayne acknowledged that it has been a major transition for him to move from industry into his
current role as provincial deputy health minister, if only in terms of the requirement to spend all
of one’s budget money in any given year. He agreed with Clark that the health care system is
highly fragmented. “Often there’s pressure on patients to carry the data; we’re only just getting
with the program of computerized records,” he said. “We’re really behind the times as a nation in
the basics of having solid data. That creates a lot of problems, a lot of redundancy.”

He gave $225 billion as the total amount provinces will spend on health care in the coming year,
an amount comparable to the federal government’s entire budget. He also predicted that within
the next seven years, each province will be spending at least half of its program expenditures on
health care. By way of putting that in perspective, presently some 11% of provincial budgets is
dedicated to social services, 15% goes to debt, while another 20% goes toward education. The
remainder pays for economic development, justice and transportation, which will shrink as a re-
sult of the growth in health care costs.

Mayne further noted that R&D expenditures in health care-related fields tend to focus on “dis-
ease-busting”, addressing some specific ailment and its treatment or cure. “That’s not really go-
ing to generate significant cost savings over the next 15-20 years in our health care system,” he
said. “In fact, it has the potential to accelerate or inflate drug pressures or costs to our system. So
from an innovation perspective we have a big gap between the way we operate our health care
system and the way we’re driving our innovation system.”

He underscored Clark’s point about the need for patient research. “It’s important that we get
more patient-driven exercises, which are still embedded in evidence.” He also pointed out that
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most of these research undertakings fall back on highly dated methodology, such as asking par-
ticipants to sign up on a physical clipboard at their clinic. “It’s the same technology that was
there in 1940,” he said, adding that it is usually impossible for people to enroll by telephone or
on-line.

Sutherland noted that his academic interest in this field was sparked by the tremendous invest-
ment of public money in health care. For him, this also raised the question of what we are getting
for this investment. “We’re not able to quantify what health we’re buying,” he said. “This is a
significant gap in our understanding of what we’re paying for.” This has led him to study the
health care system and the institutions that populate it, including examining how they decide to
allocate the money they are given.

“We’re trying to design systems whereby we can collect patient experiences and patient out-
comes as they journey through the system, to understand where the gaps are and the opportuni-
ties for intervening, to improve health and to maximize our investment in the health care
system,” he explained.

Latimer suggested that one of the harder questions surrounding this work was whether we have
unrealistic expectations for positive change based on patient-oriented research, which could lead
to new measures that increase costs. Clark indicated that the answer would depend on the goal of
the research; if that goal is to improve the system in any way, he maintained, then it must include
the patient perspective. Reiterating his previous point about commercial enterprises, he observed
that they do not involve customers in the details of product or service development, but the needs
of those customers come first and foremost in the development process.

“We need researchers that clearly understand the patient view, and from that patient view they
can spend the research money more wisely,” he said. “A cultural change needs to take place.
What we have right now are researchers that are focused on disease and focused on supplies.
Through that cultural change we’re going to have all sorts of interventions, including patients
being involved in setting priorities.”

Mayne added that there is a perceptual uncoupling of the link between tax monies, about which
people love to complain, and health care, which is perceived as being free though we are glad to
know it works.

Diane Royce, Managing Director and COO of the AllerGen Network of Centres of Excellence,
asked about how the value of specific medical interventions could be compared. Mayne respond-
ed that this is an ongoing problem that calls for a certain level of appropriateness. “Individual
situations trump the epidemiology of the whole,” he said. “It’s about you when you’re in front of
your physician and about your care.” Nevertheless, costing out particular procedures must be
done at some point.
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Sutherland responded by suggesting that improvements to health care should be regarded from a
broader perspective. “It’s not about redesigning the system, it’s thinking about how we maximize
the health of the patients in Canada and then redesign the system to support that objective.” In
the US, he noted, hospitals receive financial incentives to improve the quality of a patient’s expe-
rience, so there are rewards or penalties associated with how that experience is provided.

“Right now we are a volume-oriented system,” he said. “We talk about wait times and number of
discharges, but we rarely talk about what we’ve achieved for this spending here.” Measures other
than volume can be applied to help us understand what health care is providing for patients. In
addition, this opens up the larger question of how we value patient input into the system.

Ron Freedman observed that whenever he interacts with the health care system, he is regarded as
a patient rather than a client. From his point of view, especially in light of the system’s emphasis
on volume as a key measure, he suggests that treating people as patients first actually translates
into poorer care.

Clark noted that some of the most commonly treated ailments, such as heart disease, diabetes,
and certain cancers, can be dealt with primarily through lifestyle changes. “And yet we persist in
paying doctors fee for service when we should have an integrated system that’s keeping people
healthy and incorporating lifestyle changes in the mix.” This kind of redefinition of health care
to focus more closely on lifestyle would undoubtedly bring about a redefinition of costs, too. “If
we can push back on some of those non-communicable chronic diseases, we have the potential to
save billions of dollars in the health care budget.”

According to Sutherland, “When you design and implement a system that pays for volume, you
get a system that generates volume. That ignores effectiveness, and it also ignores the issue of
access. There’s a good body of literature that suggests when you design a system for volume, you
will get the volume to the point where the marginal, incremental benefits to the patient are near
zero.” He added that there should be some sort of braking mechanism imposed on this push to
improve volume measures, so that quality of care is not compromised. This is especially the case
because in many smaller communities these services are essential and should not be compro-
mised in this way.

Another question dealt with how the narrow range of information drawn from patient experi-
ences could be applied to the vast range of activity undertaken within the health care system.
Clark responded that there is nothing extraordinary involved in the use of patient stories to drive
a change in how health care operates. “It’s understanding a patient’s perspective, and you under-
stand that perspective through patient stories.”

Mayne made the further point that patients he encounters are not asking to get involved in all the
technical niceties of how health care is managed, such as complex procedures like clinical trials
of new drugs. Instead, the top priority of most patients is to improve the way they are treated by
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the system. “It’s really a throughput issue,” he said, adding that some European countries offer
physicians pay for performance, i.e. more money when the health of their patients improves.
“With the power of IT and health records now, you can quickly through intelligence patterns
identify which group of doctors are best treating their patients for diabetes.”

Latimer commented that the UK, which is far ahead of Canada in terms of engaging patients, has
found it useful to engage patients in the design of clinical trials, at least to the extent of determin-
ing the desired outcome being measured by the trial. “I’m suggesting we could even go farther,”
he said. “Some of the research that is now coming out of the UK is saying that engaging the pa-
tient in the clinical trial — helping to design the trial, asking what are the outcomes that we
should be measuring that are important to the health care system and the patient — helping the
patients recruit additional patients, and then championing the results back to the health care sys-
tem. A role like that could be incredibly effective.”

Mayne responded to Latimer’s comments by pointing out how crucial patient input has been in
helping PEI and other provinces determine which are the most appropriate drugs to put on their
respective formularies.

Lisa Drouillard of the Networks of Centres of Excellence, asked the panel what kind of direction
they would assign to innovation in new products and process innovation. Mayne responded with
an answer that he anticipated would upset many observers: we spend too much money on basic
research.

“That hurts me to say that, because I was a basic researcher and it’s near and dear to my heart,”
he admitted. “But when you look at the track record of that for the last 20 years, it’s poor, very
poor. We need to spend far more on process engineering. We need to spend a lot more on well-
ness and prevention; we need to have the patients help direct us on that.”

He added that this approach would also have the unfortunate consequence of throwing many re-
searchers out of work.

Another questioner noted that we must be careful in addressing patient perspectives, since pa-
tients cut across a wide spectrum of society and general personality. She also insisted that ethics
and morality must be incorporated into this process. Latimer conceded that CIHR has also been
struggling with the concept of which patients they should be surveying for information. Mayne
agreed that ethics and morality are crucial, and added that major overhauls of the health care sys-
tem in small, concentrated places like Denmark are difficult to emulate in Canada, which is much
more decentralized.

Clark made the point that while access to care in Canada may be fairly consistent, the quality of
that care can vary amongst different groups within the country’s population, depending on their
understanding of how the system works and whether they speak French or English. “We often
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think Canada is all for one and one for all, and not stratified like the US. But we think there’s
stratification in the Canadian system as well.”

A questioner asked how information about patient experiences are being shared. Latimer pointed
to some very basic communications priorities where the health care system lags far behind the
rest of Canadian society. “They’re very straightforward,” he said. “I’d like to be able to e-mail
my doctor. I’d like to be able to book an on-line appointment. I’d like to be able to do an e-con-
sult. I’d like to be able to have my data with me, on my iPad. We’re so far away from that in
Canada that it’s shocking.”

Mayne continued by noting that around a third of Australians can e-mail their doctors, while
Canadian doctors are unlikely to provide any such access to their patients. “They typically don’t
give out even their phone number and you can’t phone through to your doctor’s clinic because
typically there’s no answering machine,” he said, adding that cost overruns that bedevil efforts to
digitize health records are being driven by a desire to see medical practitioners immediately pro-
vide the same information management services that banks currently offer. “We cannot build in
10 years what the banking system has built in 40.”

Rory Francis of the PEI BioAlliance asked if we were really investing enough into the service
side of the health care system, since quality of service potentially has a huge impact on how peo-
ple view the system. Sutherland gave a blunt response: “We have produced two generations of
health system managers whose primary function is cost minimization within their own silo. We
don’t have a generation of people who are thinking of either global optimization across the
health care system or are trying to reduce this fragmentation.” He acknowledged that revenue
must be tracked by these managers, but so too should the health outcomes being provided by the
system. “It is going to be an incredible amount of work over the next 10-15 years to turn the ship
away from just trying to spend less to ‘what are we getting for that?’ and trying to recoup some
revenues.”

Mayne reiterated his earlier point that too much budget money was being invested in basic re-
search, and if that did not change then demographic pressures are going lead to a crisis. He also
raised the paradoxical observation that the longer someone remains outside of the health care
system, the more they complain about it. “For the most part, people are 30-40% satisfied with the
health care system if they haven’t been in the system in the last two years,” he explained. “As
soon as they go into the system and you interview them the day they leave, they have 88% satis-
faction.”

Ron Freedman posed a final question, noting the challenge associated with the fact that the
health care system is currently predicated on declining returns, the sense that it deals largely with
diseases at end of life. Mayne responded that the acute care dimension of the system was origi-
nally designed for emergency treatment, but has essentially been co-opted by patients with
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chronic diseases of one sort or another. “Some 30% of our medical beds across Canada right now
are full of what we call bed blockers, who are awaiting long-term care and can’t go home,”

he said. “So there needs to be some fresh thinking about how we deal with acute disease and
chronic care.” This trend is being exacerbated by technology that enables us to rebuild people
and extend their lifespans beyond what many of us can handle, leading to further challenges on
the surrounding support systems.

Latimer then asked for closing statements from each of the participants. For his part, he observed
that CIHR has been tackling funding issues through its own strategy for patient-oriented re-
search, which is this organization’s single largest funding priority. These efforts include a new
initiative on acute care, which addresses precisely the conflicting priorities of acute and chronic
care.

Sutherland summarized his view with three questions: how do we respect the time of patients
participating in research undertakings; how do we provide them with the skills necessary to con-
tribute to these research processes; and how do we get them interested in this process in the first
place.

Mayne concluded that everyone will make some use of the health care system in the future, and
there is no longer any time to wait for research that addresses the specific needs of this system.
He added that this is not an insignificant budget item, nor is it an insignificant priority.










Budget 2014: Re-balancing Innovation Support Programs
The 13th Annual RESEARCH MONEY Conference
National Arts Centre, Ottawa | 22-13 April 2014
Day 1 - 22 April 2014

Panel Discussion
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Ted Hewitt, Executive Vice-President, SSHRC
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Tuer introduced CDMN's mandate to accelerate the commercialization of digital media and in-
formation and communication technologies and explained what had been learned during the or-
ganization’s first five-year term. “ICT is unique,” he said. “It can be an enabler for every other
single sector in Canada and the world.” Unfortunately, he added, ICT is often regarded as being
inexpensive to adopt, when often the opposite is true. This expense often comes in the form of
opportunity costs that accompany many of these technologies.

Hewitt introduced SSRHC as an enabling agency, which makes it possible for others in the pub-
lic and private sector to find the resources and build the collaborations necessary to carry out
work in fields associated with ICT. By way of example, he pointed out the role of research into
the development of standards for dealing with large data sets, a step that will be essential if this
data is to have wider value to our economy and society. SSHRC has also made a priority out of
ensuring that research data is as widely accessible as possible in order to maximize its potential
benefits for Canada. SSRC has likewise built bridges to similar funding organizations around the
world in order to offer Canadians as many opportunities as possible to pursue important research
questions. “That’s something we have to keep in mind when we talk about innovation, targets,
and technology — without international collaboration, without a recognition that innovation,
ideas, and talent originate and is found in Canada and everywhere else,” he said. “Until we’re
really good at tapping into it and exploiting it, we may never find the key to prosperity.”

Jackson introduced Celestica as a key player in the global supply chain, with an expertise in con-
tract manufacturing. It was spun out of IBM Canada in 1994, with just one site in the Toronto
area, and grew quickly to some 40 operations in its first decade. “We’ve learned a lot about tech-
nology and have really been the stewards of our customers’ products,” he said. “We’ve been
shifting our business from supporting our customers’ innovation to becoming much more of a
source of innovation.” This shift has altered the firm’s own use of ICT, so that they are now
adding value to their own practices as well as that of their clients. By acknowledging that they
had a tremendous resource in the form of their experience and knowledge of global supply
chains, Celestica began to mine this database in a directed way. The resulting insights have en-
abled the firm to serve its clientele all the better, and this approach is being formally commercial-
ized as a resource for their clients.

Liu gave a very brief introduction to his own firm, which is aimed at taking the last step in
Google maps, i.e. bringing this capability into indoor settings for people to navigate within build-
ings. This digital service is aimed at customers who service brick-and-mortar structures, such as
shopping malls.

Tuer referred to a major point from David Watters presentation - the idea that R&D growth
should depend on reinvesting revenues from export-led activities. He asked the panelists about
the role of exports in their business. Liu, who noted that on this same day his company was un-
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dertaking a product launch in China, recalled that exporting was not so much planned as simply a
logical extension of work with a Chinese partner, a collaboration that was brought about by
Communitech, the Waterloo Region’s hub for commercialization of innovative technologies.
When Tuer asked him if he would benefit from a “government as first customer” procurement
policy, Liu noted that most of their work is in the private sector, where there is far less paperwork
than with government grants and competitions.

Hewitt added that SSHRC provides direct support to companies like Liu’s MappedIn, but needs
to be able first to identify that such companies exist; conversely, he acknowledged that it would
take some effort to discover exactly what SSHRC program would be best suited to any given
firm. Hewitt also pointed to the vast amount of council-sponsored research into foreign markets,
which can help smaller, newer firms find their way abroad.

Jackson said that Celestica has taken a very different stance, moving from being a company that
was almost entirely dependent on exports to one that has begun to tap into domestic markets.
This change came about through the pressures of international competition, and the realization
that opportunities existed closer to home. “We weren’t this typical, early-stage company with a
domestic market that got us started and then we ultimately had to pursue global markets for
growth,” he said. “Rather, we were operating on a reverse path, not because we believe the
Canadian market is going to be the next big breakout market, but it creates a relevance for a
company like Celestica to continue to innovate from Canada.” More specifically, he described
how doing more business in Canada led to a more diversified suite of services and clientele. He
also noted that the Canadian brand benefited from the outstanding example provided by entre-
preneurs in the Kitchener-Waterloo region, although much of the country’s image remains estab-
lished as a provider of natural resources.

Liu suggested that having secured one international arrangement with China, MappedIn is ac-
tively exploring other prospects elsewhere. “International activity came early because it showed
up on our doorstep,” he said. “It’s going to be at least another two years before we’re saturated in
Canada in terms of deploying our technology to market.” He recalled concluding that the com-
pany had become reactionary, simply responding to queries of one sort or another, so that the
priority now is to seek out new directions.

Tuer asked Hewitt to identify the kinds of SSHRC-led activities that could help companies like
MappedIn establish these new directions. Hewitt gave the example of the Trans-Atlantic Plat-
form, which is aligning with similar funding agencies in Europe, as well as the Americas. This
platform generates objectives and funding opportunities that would apply to particular regions,
which would allow companies to find people and other resources essential to expanding into
these same regions. Nor is this a matter of “picking winners”, since the work is all peer reviewed.

A question from the floor asked Liu about the role Industry Canada plays in the firm’s export
plans. Liu indicated that they are tapping into trade commissioners to get started in specific re-
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gions. He added that they are looking at options in Brazil and the Middle East, working with
contacts at Communitech. Hewitt offered his own enthusiasm for trade commissioners’ offices,
which also work in league with funding agencies like SSHRC. “They’re getting quite savvy in
their ability to assist,” he said. “On the ground they do a tremendous job in many places.” Tuer
reiterated this point, although he noted that it can be hard to tap into the right places at Industry
Canada for help.

Tuer then asked the panel if industry-academia collaboration is working. Liu was unequivocal:
“We wouldn’t be here if it wasn’t for academia.” His company’s founding team met one another
through the University of Waterloo’s start-up incubator. They maintain links with university re-
searchers who could help refine the company’s products through R&D. Liu highlighted the chal-
lenge of knowing that the company would look very different in as little as 18 months, which
makes it difficult to plan ahead.

Jackson, for his part, admitted that Celestica formerly did little work in collaboration with acad-
emia. However, that stance has changed as the company has begun to position itself as a source
of innovation. It therefore obtained a funding grant through NSERC’s Business-Led Networks of
Centres of Excellence program, which is helping to position products in ways that ready them for
the marketplace.

Hewitt agreed that the timing surrounding support from SSHRC and other agencies could make
it difficult for companies to make the best use of these resources. Referring to a partnerships pro-
gram that funded about 20 large projects worth a total of $75 million over five years, he pointed
out that more than half of them got matching money from private sector participants. He sug-
gested that academic timelines will always tend to be longer than people in business might pre-
fer, but they nevertheless can make for useful collaborations.

Liu was asked if Canada is no more than a test market for larger destinations outside the country,
but he insisted that his company intends to have a strong presence here, and regards its Canadian
clientele as unique. That being said, he added that export is the optimal way of building up the
Canadian economy, and he stated his commitment to doing just that, rather than seeing his enter-
prise join others that were acquired by foreign interests.

Jackson concluded that much of the way forward will depend on how well Canadian businesses
adopt ICT in order to embrace innovation and open up new markets. Making this happen, how-
ever, will also depend on measures that can reduce many of the attendant risks associated with
adopting ICT. Hewitt argued that SSRCH has this goal in mind with the kind of support it pro-
vides. “That’s why we’re growing with the work that we support at the industry-post secondary
interface,” he said.

Doug Barber described Celestica as a Canadian firm that is ideally positioned to be taken out of
Canada, and asked if that could happen. Jackson replied that the company had been addressing
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this matter by comparing and contrasting itself with iconic examples such as Nortel and RIM.
“But we have no illusion that the nature of our business and the global pressures that we face
make us concerned about whether we can create the relevance that we need to have locally, in
order to create the jobs that we need to be sustainable,” he said. “We do still believe that the
mind share, the thought leadership, and the innovation is significantly sourced in Canada. But
certainly there comes a point where there are other choices that we make about where we decide
to conduct and make our investments, and there needs to be an environment in Canada that can
do that.”

Hewitt responded to Barber’s question by pointing to the influence of granting council support
on the choices made by entrepreneurs to enter the Canadian market or remain here. He also
pointed to the possibility that government supports keep smaller firms here, and provides them
with incentives to remain small, rather than try to grow larger and extend themselves to the point
where they might have to sell the entire operation.
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Panel Discussion

Perspectives from Industry

Moderator: Paul Dufour, Principal, PaulicyWorks

Paul Howarth, Innovation and R&D Manager, Cisco Canada
Vicki Saunders, Founder, SheEO
Tim Angus, Energy Efficiency, Smart Grid, and Technology CEO
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During his introduction, Dufour described his participation on the panel of Grand Challenges
Canada, a Toronto-based organization that supports a range of health care innovations in the de-
veloping world. “What’s interesting about this group is that it’s funded by the government but
has partnerships around the world with VenCap organizations, including of course the Gates
Foundation,” he said, noting that it represents a showcase for bright ideas that originate in Cana-
da. This is reason for optimism, he maintained.

By way of inciting discussion, he then offered up a quote from one the previous day’s speakers.
“Most innovations have at best indirect origins in technology, if any at all,” stated Richard
Hawkins and Fred Gault in an article. “Many of Canada’s most significant innovations have pri-
marily social origins that yield an extraordinary array of impacts.”

Howarth recalled a question he had posed to Ken Coates the previous evening, asking for a de-
tailed definition of innovative enterprises. “They tend to have products or services in the market-
place that are the most expensive by far,” said Coates. “They have an incredible sales and mar-
keting force attached to them, because you can’t be the most expensive in the marketplace and
have a distribution arm that sells on price. And the third key point is that they’re not hung up on
the invention. Innovative companies tend to be huge acquirers of other companies, big or small.”
Cisco fits this profile, Howarth observed, building unique value with some of the most skilled
people in the world. “Cisco’s very committed to Canada,” he concluded. "We’re committed to
R&D, we’re committed to university research, and we’re committed to bringing capital here.”

Saunders acknowledged the energy and excitement of the technology space, along with the en-
thusiasm young people are bringing to entrepreneurship. She portrayed them as “CMEs” — cre-
ators, makers, and entrepreneurs — whom she expects to be every bit as important as SMEs in
terms of their impact on the economy. Nevertheless, she voiced concern over the emphasis on
app development amongst these individuals, which tends to waste their talents on products that
are not all that innovative. “But we have a success metric that’s all around this kind of stuff, flip-
ping these kinds of useless businesses,” she said. She added that the interchangeable use of the
words “research” and “innovation” is similarly unsettling to her, given the dramatic differences
in the cultures driving each type of activity. “That’s something we need to get better at as Cana-
dians: really distinguishing between those two activities, showing examples of what those two
words mean.” The specific problem, she noted, is that too often money supposedly dedicated to
innovations that would make their way into the marketplace yields research results with no mar-
ket presence.

Angus recalled his first insight into these issues when he began working with Johnson Controls,
a power technology firm that oversaw a number of major innovations, but which did little inno-
vation of its own. “All that innovation happens from small companies with great ideas and the
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tenacity and pace to develop innovation,” he said. His desire to work more directly with innova-
tion led him away from large companies into the entrepreneurial world.

Howarth responded by insisting that some large companies are at the forefront of innovation, but
he conceded the point that acquisitions of smaller, innovative firms often drives this process. He
also characterized Cisco’s corporate culture as one that admitted the possibility of making mis-
takes with technology that can be corrected with fresh ideas from outside the firm. Where such a
culture is absent, however, Howarth said a large firm could drain most of the momentum from
any innovative activities.

Dufour posed the question of what role culture plays in determining the success of entrepreneur-
ship, and whether Canada stimulates or smothers such a culture. Saunders explained that her ca-
reer started in Prague just after the Berlin Wall fell, an event that energized individuals with a
sense of freedom and ambition that she found infectious. “I became an entrepreneur there,” she
said. “I never would have become an entrepreneur here. It’s hard to hold onto your big vision
when you’re here surrounded by people who just aren’t dreaming as big.” That being said, she
finds signs that this reticence to dream big may be waning.

As the CEO of two Canadian clean technology firms, Angus said he spent a great deal of time in
the US, which is the leading market Canadian firms must approach. “As you work in that space
and you associate with large US strategic companies and investors, you just learn the difference
between Canadian early stage companies and their US counterparts,” he said. “They’re just so
much more aggressive. They shoot for the moon, and they have it right. There’s a reason why the
US turns out the best entrepreneurs in the world and the most rapidly growing success stories.
They have a real culture of ‘go for it’ and it’s hard to break out of that Canadian stigma.”

Angus suggested that a goal for any innovative Canadian company should be to get US capital
into the firm as quickly as possible. “That’s what’s driving Canadian entrepreneurs to access the
US market,” he said, speaking from his own experience of doing just that. His experience also
emphasized another key point of contrast with the United States, where the failure of an enter-
prise is not regarded negatively, but instead as evidence that you will perform better the next
time around.

In spite of such glowing recommendations about life in the US, Howarth insisted that Cisco is
satisfied to be in the Canadian market because employees here are very loyal, a feature that re-
stricts the punishing churn rates you find in places like Silicon Valley and other technology cen-
tres abroad.

On the question of the federal government’s desire to frame a science and technology policy, An-
gus recalled being offered support from the Sustainable Development Technologies Canada pro-
gram for his small company. Although the amount was significant, so too were the stipulations
that went with the funding, and so they turned it down. “There were just so many challenges with
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it,” he said. “We were going to have to raise $4 million in equity-based matching funding.” More
recently, he added, SDTC has become more flexible in its approach to getting small firms into
the US market.

“I find in the Canadian environment that we incubate companies to death,” Angus argued.
“What’s missing is an ability to link Canadian companies to US strategics. When you bring a US
venture capitalist into a Canadian company, it links you very strongly to US strategics.”

Saunders agreed, emphasizing that US investors care less and less about the location of their in-
vestments, which enables her to use American support to get Canadian enterprises up and run-
ning in a fraction of the time that it would take to do everything from Canada. She also encour-
aged a move to expand STEM (Science, Technology, Engineering, and Math) as the driving force
behind new enterprises to STEAM, which adds “Arts” into the mix. “The hottest hires in Silicon
Valley are not the tech people anymore, it’s the people who understand psychology,” she said.
Finally, with respect to the role of government, she said she would like to see 1% of the Canadi-
an economy dedicated to supporting the most innovative and perhaps riskiest enterprises, fund-
ing that would be exempt from standard auditing practices because it would be understood that
this money is dedicated to entirely uncertain outcomes.

Howarth endorsed that recommendation, along with the idea that failure leads to the greatest
success. Speaking more specifically, he suggested that government could make it possible for
established business people to take risks through mechanisms such as a tax break if they mort-
gage their home to start a new enterprise. This would make it possible to mine the older, more
experienced members of the population, who are far more likely to develop successful innovative
enterprises than new university graduates.

A member of the audience offered the definition that innovation turns knowledge into money
while research turns money into knowledge, and then asked how to marry up these two types of
activities, and who should be responsible for doing so. Howarth suggested that innovation is just
one facet of how a firm can structure itself to serve a market. Companies that have strong track
records of innovation, such as IBM or Xerox, do well for themselves even though they do not
undertake innovative ventures; in contrast, Apple does far less invention, but leads the way in
innovation. “You need a mix of both within your economy,” he said.

Saunders pointed to the large financial management firm D+H, who make no attempt to innovate
in-house but consciously seeks out relevant innovation from elsewhere. This is just one way of
incorporating innovation into your business without attempting to alter an existing business cul-
ture that might not lend itself to nurturing innovation from within. “There are all kinds of mod-
els to outsource or add these things to your business, as long as you know what you’re good at,”
she said.





Budget 2014: Re-balancing Innovation Support Programs
The 13th Annual RESEARCH MONEY Conference
National Arts Centre, Ottawa 22-13 April 2014
Day 2 - 23 April 2014
Angus noted that while organizations such as MARS attempt to promote this dynamic between
research and innovation, these efforts regularly fall flat. “There seems to be a missing link be-
tween Canadian capital that’s trying to stimulate the VC economy and US VC investors,” he
said. “I’m wondering if there’s a better way. If we’re doling out so much capital into Canadian
VCs, why aren’t we doing it into US VCs, on condition that they look at Canadian deal flow and
Canadian universities and research institutes, in order to stimulate cross-border business and help
our young companies grow.”

Angus also argued that the most influential VC investors were going directly into universities to
seek out new ideas and talent, a way of capturing the best new ideas as soon as possible. “I’'m not
sure if enough of that is happening in Canada,” he concluded. Saunders drew attention to the
Digital Media Zone at Ryerson University, where tours for prospective investors are mounted all
the time. In that light, Jerome Nycz was invited to comment, and he maintained that the deeper
pockets and more aggressive, demanding attitude of these prospective investors made it well
worth trying to introduce them into Canadian university settings.

Doug Barber speculated on the extent to which the post-secondary learning environment may be
responsible for shaping the profound difference in attitude between Canadian and American
business culture, even to an extent that the people responsible for these environments do not fully
appreciate. “Certainly in Canada we tend to worship the universities, so we don’t criticize them,”
he said. “Are they different from the American ones, or other countries, and does that mean we
have ground to make up?”’

Saunders described how she recently co-taught an MBA course on corporate and social innova-
tion. She was struck by the comparatively puerile attitude the students took toward assignments,
asking questions such as double-spacing of texts or desired word counts. When she took the mat-
ter up with the university, she was told it should be viewed as a contract, and the students should
know what it takes to pass, or get an “A”. That being said, she admitted that the situation in the
US may be little better in this regard.

Howarth underscored Saunders’ point by naming Bill Gates, Steve Jobs, and Mark Zuckerberg as
being among the world’s most famous drop-outs. “There’s no place where I can point anybody to
go to learn how to sell,” he said. “It’s a great deal of psychology, a great deal of self-understand-
ing.” More striking to him, when he began to look into this question, was his discovery that ad-
vanced business programs include nothing in their curricula about selling. “How could you pos-
sibly go through four years of an MBA and never learn how to set compensation plans that moti-
vate sales people? If there were a cultural change in universities, it might be to recognize that the
top sales people at any multinational make way more than a lawyer, a doctor, the CFOs in most
cases. In fact at Cisco, they make way more than the managers. It’s set up like a baseball team —
the coach does not make what the players make. The players are paid to hit that ball out of the
park, they’re worth it, and they’re compensated for it.”
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Angus praised the quality of the Canadian post-secondary system, but he acknowledged the poor
links between those institutions and the business community. This is in distinct contrast to Amer-
ican universities, where this linkage is much more profound, and reflected in physical form by
large buildings on campuses that have been erected with commercial investment.

Helmut Reichenbicher, of the Ontario College of Art and Design University, expressed his en-
thusiasm for the concept of STEAM. In this context, then, he asked how to integrate the “A” of
arts with the other fields represented by this acronym. “How can we create ‘maker spaces’, play-
grounds if you like, where the STEM disciplines can play together nicely with the artists and de-
signers, to break technology and put it together in new forms?” he asked.

Saunders indicated that she is working on a SheEO program, an accelerator for women-led ven-
tures, which will be held at OCAD University. She suggested that there were probably 15-20 of
these kinds of maker spaces in the Toronto area alone. “It’s kind of a throwback, to get back into
using your hands to build things and create,” she said.

Howarth confessed that he did not have an immediate answer to this question, but confirmed that
he had seen incubators where precisely this kind of environment thrived. Angus agreed, suggest-

ing that he was not sure how to establish this environment, but knows that it is possible and nec-

essary.
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Panel Discussion

Building New Industries from Disruptive Technologies

Moderator: Bert van den Berg, Acting VP, Research Programs, NSERC

Pierre Meulien, President & CEO, Genome Canada
Marc Pecen, CEO, Approach Infinity Inc.

James Price, Founding President & CEO, Canadian Stem Cell Foundation
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Price began with a description of the remarkable features of stem cells, which have established a
new paradigm for looking at how we approach various types of diseases, especially those regard-
ed as incurable or chronic. “This is an area with tremendous potential,” he said, noting that there
are already proven clinical examples of this technology at work, such as bone marrow transplants
to treat various types of blood-based cancers. Nevertheless, he suggested that the commercial
potential of this field has yet to be realized. “But that’s about to change,” he added. “We’re at a
major inflection point and over the next 10 years we’ll see a lot more therapies moving toward
clinical trials.” Currently, there are about 4,000 early-stage clinical trials being conducted, and
some 40 products approved for the market, most of them having just been approved in the last
five years.

Meulien explained that our ability to analyze genomes has improved by many orders of magni-
tude over the past decade, which has had a profound effect in all sectors of the life sciences, and
in particular becoming a powerful way of seeking new medical applications. In Canada, not only
has human health become a priority for genomic analysis, but so too have possibilities affecting
agriculture, forestry, fisheries, and environmental remediation. “As soon as we talk about bio-
anything,” he said, “it means that we have genomes to decode, genomes to read, and information
to use in order to innovate.” By way of example, he described the sequencing of the bovine
genome, which is employed by dairy cow breeders. One such cow came up for sale at $140,000,
with the only criteria determining its price being its list of genomic features. “Those dairy indus-
try players that did not adopt the bovine sequence into their breeding program no longer exist,”
he observed. “That’s what I call disruptive.” Similar changes are under way in a variety of other
areas, such as pig breeding and tree planting.

Pecen offered a business school definition of “disruptive”, as anything that creates a new market
segment by displacing an old one. Quantum computing is promising to have just this kind of im-
pact, since it will soon be poised to break all existing public key cryptography. This will pose
challenges for everyone with a stake in databases that are currently regarded as secure, such as
the ones holding credit card information, which will now become accessible to anyone with a
quantum computing capability.

The panelists described how the development of these disruptive technologies is taking place in
collaboration with a number of different partners. Meulien said genomics is establishing an inter-
face between academic investigators and prospective industry partners. “We ask users to define
what problem they have and what solutions genomics can bring to that problem, then link those
up to academic groups who can work very intimately with them,” he said. “We have the most
amazing industries coming forward, that you wouldn’t believe have problems that genomics can
solve. It’s just extraordinary, the breadth and depth to which genomics will be a part of every-
body’s lives.” He added that among the most interesting questions raised by this activity is that
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of who the follow-on investor will be, which could be the key to building entirely new industries
in Canada.

Price pointed out that stem cells were in fact discovered in Canada and the country remains a top
player in research in this field. This has also resulted in a highly collaborative and cohesive re-
search community, which has been sustained and reinforced by federal government support. He
pointed out that his own foundation was spun off the Stem Cell Network two years ago, leading a
group of like-minded organizations to come up with a Canadian strategy for this field. Mean-
while, other jurisdictions that have more modest stem cell research programs are fast-tracking
their own efforts in this area, as he suggested Canada should be doing. The first draft of the
Canadian Stem Cell Strategy, which should be ready this summer, will examine the next steps
Canada should be taking. “We're looking at how we try to unlock investment from a number of
different sources,” he said, adding that new infrastructure should be installed that will yield the
greatest benefits for the country.

Pecen’s firm has worked with developers on fundamental aspects of the technology, as well as its
commercialization, including a demonstration for the federal government, which is interested in
the critical mass of quantum computing talent that Canada hosts. He outlined his major challenge
at the moment as that of instructing researchers on the importance of determining the value chain
for the innovations or the capital structure of new firms. He added that much of this interest has
come from the government itself, which wants to take advantage of the considerable resources
being assembled by his firm.

Meulien said larger corporate players in the genomics industry are well established in the US,
where many of them were prominent in the Human Genome Project of the 1990s. Since then,
however, smaller firms have been emerging with disruptive technologies that are starting to at-
tract the attention of these major interests. In the case of Canadian start-ups, this has often led to
acquisitions that remove these firms from Canada, though sometimes they do maintain opera-
tions here. Looking beyond the existing suite of industries with an interest in genomics, though,
he foresees the emergence of entirely new classes of firms. “We have a huge energy and mining
sector in Canada, which has created environmental issues,” he said. “There’s a huge potential for
a biological solution. It’s not a magic bullet; it will be biology, engineering, and chemistry, but I
believe companies should be created here to deal with this.” By taking advantage of the knowl-
edge and talent already established in Canada, he argued, we could build up companies to export
these solutions to other countries facing the same environmental challenges.

Genome Canada is looking forward to facilitating the emergence of these ventures, and as such
are launching a program in 2015 dedicated to genomics, natural resources, and the environment.
“We’ve done a lot of work over the last 18 months trying to better understand the sectors where
we believe we can add value,” he said, noting that prospective partners such as mining firms
must often be educated as to what genomics can do for them. “We cannot do enough in that do-
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main, and we love bringing these groups together to educate ourselves about what the problems

are and whether genomics can be part of a solution.”

Price returned to his earlier description of how his foundation is trying to cultivate the commer-
cial potential of research being conducted in Canada. He gave the example of one of the coun-
try’s leading success stories in this field, Vancouver-based firm STEMCELL Technologies. The
firm has some 500 employees, doing $100 million worth of business every year, almost all of
which is exported. “It is in the supply segment, providing tools, reagents, media — the types of
things you need to properly grow and produce these cells,” he said. “It’s a great Canadian suc-
cess story, 100% privately owned and very much committed to staying in Canada.” Price sug-
gested that stems cells are simply too broad a topic to consider as a whole, and commercial suc-
cess will come as it has for this firm, by focusing on areas of strength. As a couple of examples
of where this could occur, he mentioned work that could alter the basis of all blood transfusions
by producing blood directly from stem cells as well as work that may fundamentally alter the
treatment of diabetes by using stem cells to grow essential pancreatic tissues for transplantation.
“Our challenge is trying not to be all things to all people,” he said, recalling that early drafts of
the Canadian stem cell strategy have reinforced this perspective. “It’s not just about research for
the sake of research. It’s saying let’s pick some areas where we can harness our expertise. Let’s
look at the type of regulatory changes that need to be made to encourage more clinical trial de-
velopment in Canada.”

With regard to international competition in quantum computing, Pecen focused on the concept of
security, which is intimately linked with cryptography and privacy when the future of informa-
tion technology is being discussed. According to surveys of users, security is regarded as being
important, but there is a resistance to paying directly for it. He traced this to aspects of Canadian
culture that he has witnessed as an immigrant from the US, specifically an unwillingness to make
critical decisions on matters such as security.

Meulien said Canadian geography plays a part in the nature of Genome Canada’s work, in par-
ticular the dominant economic platforms of different regions, such as agriculture on the prairies
and fisheries on the coasts. Potential users of genomic applications are located in these places, as
are the researchers who could develop those applications. While the network is coordinated na-
tionally from Ottawa, there are regional offices that can drive what is happening at the local level
across the country. “These communities play a key role in what we do,” he said. “They’ll come
to us with ideas.”

Similarly, while a great deal of the leading research in quantum computing is taking place in the
Waterloo region, Pecen insisted that the commercialization of this work could happen in a much
more dispersed way. “Now it’s just good engineering, bringing the stuff up to product level in the
next few years,” he said.
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With regard to stem cell work, Price pointed to several places across the country that have
strengths in both research and development, although the various parts of this process are not
necessarily co-located. “You may have the biology of neural stem cells at the University of Cal-
gary, but you’ve actually got the bioengineers that can scale up production at the University of
Toronto, and then you’ve got a world-leading neurosurgeon who happens to be at the University
of Saskatchewan, transplanting those cells in the brain to treat Parkinson’s disease,” he said.
Nevertheless, Canada does have the ability to link these individuals and their work. “Canada’s
probably one of the few jurisdictions in the world that could create and support those types of
collaborations,” he said, adding that the commercial specifics of that support are still rudimenta-
ry. “The traditional VC market is starting to move into this area. There are pockets. But in Cana-
da our investment is very low. Part of what we’re doing with the stem cell strategy is recognizing
that, looking at ways of encouraging more outside investment in Canada and putting together
funding vehicles that allow investors to participate with government to move the technology
forward.”

A questioner from the audience asked what needs to happen in order to turn a disruptive technol-
ogy into a competitive advantage. Pecen insisted that partnering with the US was crucial, since
so much of the development work in his field is taking place there. Meulien saw the future of
genomics in different terms, as something that could be married with industries that are already
well established in Canada, taking their performance into new spheres. “Some of this is already
happening; it varies from sector to sector,” he said. “But we need to find tools to encourage it,
and make sure that what is created in Canada remains here. Canada is a world leader in dairy
cow breeding. We should have world leadership in the forestry sector, the fisheries sector, be-
cause we know that we have the best genomics in these areas. We just need to build on that.”

Nor should it only be the government that is responsible for ushering in this change. Meulien ar-
gued that industry should be highly motivated to embrace these genomic solutions to many of
their problems. By way of example, the National Research Council is assembling partners to col-
laborate on superior wheat strains.

In this context, Price returned to the subject of clinical trials, where Canada is recognized as a
world leader. “We could be a benchmark country for rigorous, safe clinical trials using cell-based
therapies,” he said, reiterating that this would need a review of the regulatory approval process.
Complicating this prospect is the fact that such approval takes place at the federal level, while
health care reimbursement takes place at the provincial level, and varies significantly from one
province to the next, which is why commercial development of some cell-based therapies have
left the country. Regulatory changes that resolved this disparity, he concluded, would move this
kind of commercial development forward.

Another questioner suggested that the potential of some of these technologies is so profound that
they must be handled by established, larger enterprises, as opposed to start-up firms. From this
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perspective, the more pertinent question is why that should happen in Canada as opposed to
somewhere that these enterprises already exist.

Price insisted that stem cell technology is as advanced in Canada as anywhere else. “I would ar-
gue that we are on the verge of really big change,” he said. “We’re seeing all kinds of invest-
ment. Our question is whether we’re going to make the types of things that we need to do so that
we’re actually there when the technologies get commercialized.” In this respect, the strategy on
stem cells is not directed at growing start-ups, but attracting established entrepreneurs to use this
technology to create wealth. “The game is not lost,” he argued. “It’s not lost to Japan, it’s not lost
to the UK. But ask me that question five years from now if we don’t make the kinds of bold
changes that we’re going to be advocating for. The game will be lost then.”

Meulien did not want to draw distinctions between the virtues of big versus small enterprises, but
instead discussed Genome Canada’s work on bioremediation in the energy sector. This work,
which features a $10 million project to study the bacteria that take up waste products from oil
sands extraction, is half-funded by the five largest energy companies in Alberta, which have ap-
plied no claim on any resulting intellectual property. “They have this problem that’s across the
industry, and they’re willing to try and solve it,” he said. “This is just the beginning of this kind
of model.” A similar approach has won the support of pharmaceutical companies looking at ge-
nomics to augment drug discovery.

A follow-up question picked up on the point that regulations may have to change for commer-
cialization of this research to succeed, raising a question about whether researchers need to be
more actively engaged in this part of the process. Meulien said his researcher have become quite
active in regulatory affairs.

Ron Freedman suggested that the larger issue is asking whether Canada will actually derive any
value from the technologies that are being developed here. People do not pay for technology, he
insisted, but they do pay for goods and services, and he wondered how those goods and services
will be identified. Meulien responded that this circumstance will vary from one case to the next.

Price offered the example of a product that was developed to treat diabetic ulcers, which was ul-
timately commercialized in the US because no one in Canada would pay for it. Despite such
counterexamples, though, he maintained that it is still early days. “Do we have a large Canadian
company right now delivering cell-based therapies?”” he asked. “No we don’t. But no one else
does either.”
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Panel Discussion
New Funding Models

Moderator: Alison Nankivell, Vice-President of VCAP Operations, BDC Venture Capital
Sahand Sojoodi, Entrepreneur-in-Residence, Extreme Venture Partners

Adam Spence, associate Director, MaRS Centre for Impact Investing

Rick Whiler, Senior Accountant, Corporate Finance Branch, Ontario Securities Commission
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Nankivell initiated the discussion of different funding models and their implications by asking
each of the panelists to describe the type of model they represent. Whiler began by introducing
the Ontario Securities Commission’s proposed exemption on crowdfunding, which is one of the
newest and perhaps least understood of these models. The OSC has considered a crowdfunding
exemption as a way of facilitating this form of capital acquisition, primarily for start-ups and
SMEs. In order to protect the interests of potential investors, limits of $2,500 per investment with
a maximum of $10,000 in a calendar year have been proposed. Crowdfunding activities must be
conducted through portals registered with securities regulators. He also outlined various detailed
regulations and restrictions that would go along with this proposal. When asked later about the
timeline for this work, he noted that the project is a priority for the OSC, but it is not tied to any
particular schedule. He added that it is important not only to get it done quickly, but to get it
done right.

Sojoodi then outlined the changes that have taken place amongst business incubators and
accelerators over the last few years. As companies such as D-Wave and Instagram have
demonstrated the success that accelerators can achieve to help start-ups move to the next level,
members of the broader business community have become more open to the concept. He pointed
to large players such as BDC, Omers (Ontario Municipal Employees Retirement System), and
Cisco that are freeing up funds for this kind of investment. “The lean culture that has become
prevalent — release fast, fail fast, and iterate — is cool to do now,” he said. “There are various
models, and it’s a really great and exciting place to be as an entrepreneur.” The next challenge,
he added, is to ensure that you connect the right kind of entrepreneur to each type of program.

Spence addressed the concept of impact investing as a method for tackling social or
environmental problems while also generating a financial return. He described several examples,
such as the Regent Park investment fund backed by the City of Toronto, which raised money to
revitalize a neighbourhood while providing investors with a significant return of 5% over 40
years. “In Canada, there’s about $5.3 billion in assets that are dedicated in this way,” he said.
“That’s projected to grow to about $30 billion by the beginning of the next decade. Around the
world it’s a $100 billion market, projected to grow to between $400 billion and $1 trillion.” He
then outlined his organization’s role as a mediator between major investors and potential
opportunities. “Think of us like eHarmony for impact investing,” he said. “We connect people
for mutually beneficial long-term relationships that respect the bounds of securities law while
making sure that folks are able to understand the kind of impact that they have.”

Nankivell asked Spence if his centre also helps entrepreneurs develop the business skills that are
necessary to succeed. Spence noted that MaRS has a small accelerator to provide individuals
with the mentorship and support to take their enterprises forward, as well as simply providing
them with access to the business network that MaRS has already established.

When asked about what is not working within each model, Sojoodi acknowledged that the hype
surrounding incubators and accelerators often eclipses accurate measures of how well they
perform. He added that these organizations could do a better job of communicating the broad
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networking assistance and mentorship. He also emphasized the need to match the skill-base of

spectrum of their activities, so they are not just seen as pools of funding but also as sources of
entrepreneurs with an appropriate accelerator for the best result. On this last point, Nankivell
asked if participants understood just how high the failure rate can be, something Sojoodi
suggested should be a fundamental point of instruction.

Whiler observed that crowdfunding is not well understood by many people, who may not know
what is possible or how to proceed. In a similar vein, Spence argued that impact investment does
not always live up to the expectations of investors, since these enterprises are not necessarily as
growth-oriented as purely commercial ventures. Simply measuring these activities in a
meaningful way can pose difficulties, he said, so it is necessary to make sure entrepreneurs
compose an “impact narrative” in order to gauge their success and improve upon it.

Nankivell then asked about what is missing from the funding landscape, and how models should
evolve. Sojoodi observed that there are already a number of good streams for the funding of
would-be entrepreneurs, but the process of identifying those candidates should be refined. He
also recommended streamlining some of the bureaucratic processes surrounding government
funding, as well as promoting efforts to bring talented individuals from outside the country by
offering them permanent residency in exchange for building enterprises here.

Whiler reiterated the importance of striking the appropriate balance between raising investment
capital through crowdfunding and protecting participants in this funding model, which could
easily flounder if that balance is not found. He noted that setting up an effective portal for these
activities will be essential to provide an appropriate level of investor protection and that the OSC
is interested in hearing from the business community on this matter. Spence outlined the flip side
of this challenge, which is educating the members of that community about how impact
investment works and how companies could alter their investment practices to make the most of
this approach.

A questioner asked who will be allowed to invest through crowdfunding. Whiler explained that
under the proposed exemption, there will be no qualifications required. An investor will,
however, have to comply with the investment limits described earlier, These limits broadly align
with the amounts investors indicated they would be interested in investing through crowdfunding
in a 2013 survey that was conducted for the OSC.

Another questioner referred to Ken Coates’ comments about Canadians’ lacklustre attitude
toward the value of business, and whether popular media initiatives such as Dragon’s Den could
change that attitude. More specifically, the questioner noted that Canada has no requirement that
IP generated here must remain here — as the US has stipulated — and whether a new attitude
would correct such problems. Spence responded that innovative technigues such as
crowdfunding are bound to grow slowly as they establish credibility and value amongst
participants. Whiler also noted that the OSC’s proposal would require crowdfunding ventures to
have a nexus to Canada — they would have to be incorporated or organized in Canada, have their
head office located in Canada, and have a majority of their directors resident in Canada..
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When asked for her own perception of what is needed to enhance the investment environment in
Canada, Nankivell said BDC appreciated the desire of potential investors to seek out an ever
wider spectrum of opportunities. “There’s all kinds of innovation out there that just don’t fit
traditional venture capital models,” she said. “In clean technology, there’s a lot of capital
intensive funding that has to go on that just doesn’t fit an innovation model, and doesn’t fit a
fund at all. It’s more like project financing. And it’s very patient project financing for that first

commercial deal that’s needed to fill that gap in the market.”

Jeffrey Crelinsten pointed out that within the entirety of the business landscape, venture capital
opportunities dry up when an enterprise begins to achieve a certain size. He asked if any of the
models that were being discussed could help larger, growing firms move to the next level.
Whiler said that the OSC’s proposed prospectus exemptions, including crowdfunding, are
intended to facilitate capital raising for companies, particularly startups and SMEs, at different
stages in their growth and business cycles. This would encompass those firms that are scaling up.
Similarly, Spence said scaling-up is included as part of the long-range planning that is
undertaken for impact investing.

A final questioner asked about how these models could be applied to drum up interest in natural
resources projects, which might not be seen as innovation and high growth but have the potential
to be both. Spence offered examples of how this could work, such as native groups in
northwestern Ontario who are moving into forestry ventures in their region. “Canada has a
natural advantage in terms of our regulatory environment and our inclination to develop these
resources responsibly. And now we have this emerging group of investors who are trying to find
these opportunities. So if we can figure out how to match them, it’s a great potential win.”
Nankivell added that the concept of innovation is now being extended to include the manner in
which investment takes place. “It will be that nexus of capital being properly matched to the
opportunity, because right now there’s a whole lot of inefficiency there.”
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Closing Panel

Innovation Indicators - How Do We Measure Success?

Moderator: Fred Gault, Professional Fellow, United Nations Unviersity, MERIT

Pierre Cléroux, Vice President, Research and Chief Economist, BDC
Margaret Dalziel, Associate Professor, Conrad Centre for Business, Entrepreneurship &

Technology, University of Waterloo and VP Research, The Evidence Network
Raymond Luk, Founder and CEO, hockeystick.com
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Jeffrey Crelinsten referred to his earlier suggestion that we care about innovation because we
want Canada and Canadians to prosper. “It’s been clear from the discussion over the past two
days that our efforts are indeed aimed at improving our economy and our quality of life,” he
said. “That’s why we’re in this business.” He then introduced this final panel as a review of how
we know whether these efforts have been successful, and how we connect what we measure to
spe-cific policies, programs, and activities.

Gault began by pointing to four words in the panel’s title — innovation, indicator, measure, and
success — that promised to make subsequent discussions difficult. He then provided some con-
text by quoting from the Oslo Manual, an OECD publication of the official guidelines for col-
lecting and interpreting innovation data. “Innovation is the introduction of a new or significantly
improved product that is a good or service to the market, or finding a better way of getting it
there,” he said. Three specific types of innovations to emerge from this definition would be new
delivery processes, organizational changes, and market development. The indicators for these
innovations — identified by the Community Innovation Survey statistics that are part of the EU
science and technology statistics — represent the propensity of firms to engage in these innova-
tive activities, which is information that forms the basis for policy discussions.

Gault emphasized that this definition is not normative. “It simply asks if you put a product on the
market or found a better way of getting it there — that’s it,” he said. “The product could kill you
or make everybody happy or make you bankrupt. We don’t ask.” Nor is there any mention of re-
search and development associated with this definition. He suggested that this reflects the fact
that more firms innovate, perhaps by acquiring IP or entire firms associated with some IP, than
do R&D. He then turned the discussion over to the panelists, asking them to address the concept

of indicators used to measure success.

Cléroux began by distinguishing different forms of innovation, contrasting an incremental devel-
opment from a breakthrough or disruptive technology. “We often use the amount of money we
spend on these innovations as a measure,” he said. “But you can spend a lot of money to intro-
duce a new product, but that doesn’t mean it’s going to be successful. The same thing can be said
about how much you spend on R&D.” Since the goal of these activities is to improve an organi-
zation’s output, he added, a better approach would be to look at whether an innovation improves
productivity. Such changes in productivity would be measured in terms of labour, capital and
business processes, as well as in comparison with similar organizations elsewhere.

Dalziel recalled Vicki Saunders' earlier comment that a world full of problems is also a world full
of opportunities, and suggested that this also means a world full of people trying to help firms
succeed in their missions. She described the mandate of The Evidence Network as finding ways
of enabling these firms to assess that success. While revenue and profitability are obvious
sources of information, they are not always the best measures for organizations that are not yet
active in the marketplace. A more universal approach would look at the impact an innovation has
on the resources and capabilities of a firm — what they know, what technology they have, what
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prototypes they offer, what customers they have found. “We’ve created a methodology to assess
those direct impacts on companies, then we look at indirect impacts on company performance,”
she said. “Since we’re surveying companies anyway, we ask respondents to judge the impact of

any intervention.” All of this information contributes to statistical models that identify the mech-
anisms of impact, the degree of impact, and what might improve that impact.

Luk argued that small companies are driven by a desire to at least remain solvent but ideally to
be highly profitable. In this context, there is a great deal of self-interest attached to ensuring that
investors understand what you are doing and reminding them of that fact as often as possible.
This also means that regardless of whether you are passing along good news or bad news to
those investors, you have a working relationship that can be used to obtain necessary resources
and help to move your enterprise forward. His organization, which provides reporting and met-
rics for companies and their shareholders, is instrumental in shaping such relationships. “For a
lot of investors, they’re not only interested in success metrics, they want to know all those met-
rics between success and non-success, all those things that can help them properly evaluate how
their portfolio is doing,” he said.

Gault pointed out that while most innovation metrics consist of aggregate figures, the panelists
outlined three distinct approaches that are based on information obtained directly from firms. In
other words, these metrics deal with the value of innovation to individual firms, which raises the
prospect of how these findings could be applied to government policy.

Dalziel described her role as chair of a provincial government expert panel reviewing Ontario’s
business support programs. In this capacity, she has been struck by the difficulty of extracting
information from the tax records that is relevant to understanding its implications for business
success. Her influence, then, will come in the form of this panel’s report, which should indicate
which firms are benefiting from government initiatives.

Cleroux discussed the example of productivity, which is lower in Canada than the US, despite
the fact that firms here do most of the right things, such as hiring skilled workers and adopting
the latest technology. “The lack of productivity is more due to the fact that we seem to have a
problem putting all this together in our companies,” he said. “It seems to be related to multi fac-
tor productivity, the productivity outside of labour and capital.” He cited research showing that
even when the latest equipment is purchased, many companies do not change their processes,

which means they do not get the optimal results from that equipment. Nevertheless, this kind of
fundamental shift must be initiated to obtain the full benefits of investments in labour and capi-
tal.
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Luk suggested that the best way to influence policy is to follow the money, allowing entrepre-
neurs to demonstrate where public investment can have the best effect. “The more programs be-
come public-private partnerships, the more it puts the responsibility in the right place,” he said,
suggesting that by linking the development of private enterprise to public interests, the framers

of government policy will have a stake in the success of these ventures.

Gault posed one more question to the panel, asking if official statistics on innovation are strictly
necessary, or whether we can use other sources of data to gain the same insight, or some combi-
nation of the two approaches.

Luk acknowledged that there are different metrics for different purposes, and the optimal way of
approaching this topic may be to focus on the metrics that matter most to the people creating
companies. His own company does just this: not imposing data collection techniques on its client
firms, but letting them use what they regard as most important. “What’s interesting is that they
all tend to coalesce around very similar metrics,” he said. “In the early stage it’s cash, because
they care about life and death; in the mid stage it’s all about commercialization and those leading
indicators. What’s very interesting is that none of those is an indication of innovation, at least as
we define it. I’ve never seen a measurement of lines of codes written or numbers of patents. So
why are the firms and their investors measuring something different than we would want to mea-
sure, and is there something there?”

Cléroux suggested that companies are most interested in data that allows them to compare them-
selves with others, in order to set benchmarks. “What we see in our clients is that they believe
they spend a lot of time and money on innovation when in fact they don’t,” he said. “It’s hard for

a small business to understand if what they do is enough.”

Dalziel insisted that official statistics are worthwhile, including global figures such as BERD or
GERD, which have value for firms trying to benchmark their performance. In the same way, she
suggested that business support organization should be similarly benchmarked against their
peers. “We need to know which support organizations are providing the most value for our in-
vestment,” she said, adding that there should be some form of experimentation with these mea-
surements, in order to ensure that the most useful data is obtained.

Chad Gaffield of SSHRC led off the questioning by observing that innovation is not an end in
itself, but is carried out in order to have a positive impact on particular individuals, organiza-
tions, or society as a whole. In that light, he asked, how can metrics be designed to reflect the
larger goals of innovation and identify where that impact might be unsatisfactory?

Cléroux replied that he does not worry about the innovations that might stem from bad ideas —
such as sub-prime mortgages — since the business community will sort out the shortcomings of





Budget 2014: Re-balancing Innovation Support Programs
The 13th Annual RESEARCH MONEY Conference
National Arts Centre, Ottawa 22-13 April 2014
Day 2 - 23 April 2014

those ideas for themselves. Luk built on this observation, suggesting that innovation extends be-
yond the bounds of an individual business practice to affect the strategy and model of the busi-
ness. This is seen most clearly in the “lean start-up” concept, which advocates running a business

like an experiment, such as fast-tracking a crude pilot of the operation, so as to rapidly gather
evidence justifying any further effort. Dalziel added that this kind of measurement is essential to
motivating people to act. “What gets measured gets done,” she said.

ohn Hector, of Natural Resources Canada’s Canadian Forest Service, suggested that he is among
those for whom metrics are essential. “Without Statistics Canada, we would be absolutely blind,”
fie said. When the measured quality and quantity of innovation in Canada reveal shortcomings,
therefore, he worries that this reflects deeper problems that will eventually degrade our standard
of living. Existing metrics point to clear links between innovation and the success of firms,
which led him to raise the point about how we should assess why companies decide for or
against these kinds of clearly beneficial practices.

Cléroux said his bank’s experience with small companies reveals that these firms do not neces-
sarily analyse what they are doing for themselves. “There’s no real process of evaluation,” he
said. “Basically they innovate because they’re always trying to do better. Some businesses have a
culture of innovation, but most do not have a process, and that’s probably not helping.” Luk
maintained that such businesses simply do not have the people or the time for such activities.
Nevertheless, digital technology increasingly makes it possible to “test” innovations at a market
level, in order to collect essential information about viability before making a formal investment

in some new product or service.

Doug Barber portrayed innovation as a two-edge sword, which can often yield as much ill as
good, and which thereby implies that it has an ethical component. Referring to Baker’s descrip-
tion of how he grew Desire2Learn, Barber asked the panel if they would have supported this firm

in its early years.

Dalziel recalled that Baker did refer to programs such as IRAP and Communitech, which are
supported by government, and which are both clients of The Evidence Network. Cléroux like-
wise indicated that BDC has its own program that supports some 30,000 start-ups. Cléroux added
that Desire2Learn has been distinguished by the fact that Baker embraced innovations that not
only benefitted his firm, but entire business sectors. “He really has this culture of innovation,” he
said. “That’s really what we need — more John Bakers in Canada.”

Luk argued that the key to supporting John Bakers is being willing to invest in failures. “We all
want to pick the winners, but we need programs that realize when a young person starts a com-
pany and fails, that experience is invaluable,” he said. “We have to be willing to invest in these

people. We have no shortage of talented people in Canada; you cannot be afraid to have pro-
grams that don’t immediately generate amazing Desire2Learns.”
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Crelinsten wrapped up the proceedings by recalling David Watters’ observation that the current
budget created openings for clear input into next year’s budget. "It's evident from the presenta-
tions and the panel discussions that a lot of good things are going on,” said Crelinsten. “How do
we scale these excellent initiatives into a national vision focused on improving the economy and
the quality of life of Canadians through innovation? What can we take away from our delibera-
tions that will provide useful input into next year’s budget?”

The first takeaway is that much of Canadian policy - and practice - is based on misconceptions
about R&D and innovation. Crelinsten noted how often speakers at the conference indicated that
there is more innovation happening in Canada than there is R&D and that government policies
are focusing too much on R&D. "Innovation is about creating value competitively for customers
and society,” he said. “And yet you have a whole policy conversation taking place about how
Canadian companies don’t do enough R&D. John Baker told us he'd love to do more R&D, but
it's an expense. Entrepreneurs try to limit their R&D to what is essential for creating value com-
petitively for their customers." Crelinsten noted the irony in having people who have never run a
company using data to tell entrepreneurs who are running companies to do something which is
not necessarily the right thing to do.

And this leads to the second takeaway: there is a big difference between analysis and experience.
"Analysis is essential for intellectual understanding. Experience is the source of wisdom. Suc-
cessful entrepreneurs learn from experience." Crelinsten shared his personal experience in learn-
ing the Japanese martial art of Aikido, where an intellectual understanding of the principles car-
ried him only so far, and though it was important, it became an impediment for years until he
learned to let go. "You cannot be thinking when you're being attacked," he said. "You can't ana-
lyze or measure. Your mind must be still and your body will move." Similarly, Crelinsten insisted
that the same struggle occurs with business and innovation, where it is crucial to allow these en-
terprises just to get on with their work. “When you’re running a company, you don’t always have
time to analyze what you’re doing. Yes, it's good to know about P&L and balance sheets and
markets, but business is really about relationships and human interactions with customers, sup-
pliers, employees, competitors, partners, investors, and so on. You engage with them, and you
learn what works or you fail." He noted that several speakers contrasted the U.S. culture of risk
taking and tolerance of failure with Canada's more careful, analytical approach to business and
entrepreneurship. "Our policy makers should take heed of this message," he said, "by being more
experimental in their approach to policy, trying new things and being ready to change as they
learn from experience what works and what doesn't. And they should engage entrepreneurs more
intimately in the policy-making process around innovation - not token consultations, but mean-
ingful collaboration."

Crelinsten's third takeaway was the importance of the humanities and social sciences in success-
ful innovation. He recalled Vicky Saunders' reference to the transition from STEM to STEAM,
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including the arts among the traditional disciplines of science, technology, engineering and math.
He noted that her remark was made during the industry panel, which was the only panel that
raised the topic of sales, the life blood of any enterprise and intimately connected to understand-
ing human nature, psychology and cultures. “In our post-secondary learning environment we
have to hear more about sales,” he said. “When [ was a kid, [ used to think 'sales' was a dirty
word. Now I know from experience that sales people are not only the highest paid people in
companies, they’re really smart, insightful people. We need our learning environment to provide
opportunities for young people to learn these skills.” Government policies that recognize the im-
portance of these skills can validate and support those in the trenches who are trying to improve
our innovative capacity.

Looking forward, Crelinsten concluded that the greatest challenge is federal government leader-
ship. “If you look at a company, the leader sets the vision,” he said, referring to the common vi-
sion shared by employees at Desire2Learn. “Unfortunately, our government leadership doesn’t
do this about innovation and its role in improving the economy and quality of life of Canadians.
One of the things you can do is talk to your MPs and MPPs about how important innovation and
entrepreneurship are to their grandchildren and Canada's future. In Singapore they do that; in
Finland they do that; the leaders are behind it.”

Crelinsten concluded by thanking our partners and announcing the date of the 14" annual RE-
SEARCH MONEY conference: 31 March and 1 April 2015.
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Jeffrey Crelinsten introduced this year’s conference theme of innovation and provided an over-
view of the ultimate goal of the deliberations. “All of you in this room are involved...with trying
to improve Canada’s ability to innovate,” he said, whether they work for government, academia,
or industry. Just as significantly, he noted, the activities of people in one sector can directly af-
fect those working in another sector. “We’re all connected in some way. All of us are part of the
innovation community.”

He then posed a fundamental question: “Why do I care, and why does my organization care
about innovation?” Speaking quite personally, he suggested that his primary reason for caring
was that he wanted his children and their children to lead prosperous lives. Speaking in a larger,
professional context, he added that RESEARCH MONEY cares because of a desire to know if
various innovation initiatives are working, so that our subscribers can be connected with the in-
formation they need to help achieve the sustainable prosperity that is our common goal. “Pros-
perity depends on identifying and meeting the needs of the world,” he said, noting that much of
our wealth derives from trade in natural resources, “a practice that is not sustainable over the
long term, either through simple depletion of the resource, the emergence of new technologies
that displace these materials, or growing competition that reduces the price along with their po-
tential revenue.” Instead, innovation generates prosperity when it enables firms to develop inno-
vative goods and services for the entire world, while occupying niches where they can stay ahead
of their competition.

“So how do we in the innovation community create prosperity through innovation when we’re all
working in different sectors and different organizations with diverse institutional priorities and
cultures, sometimes with seemingly competing and conflicting mandates? The key is to have a
common vision and purpose.”

Crelinsten cited Built to Last, Successful Habits of Visionary Companies, a collection profiling
successful firms published by Jim Collins and Gerry Porras in 1994. Based on a six-year research
project conducted through Stanford University, the findings revealed that enduring companies
last because of a well-articulated vision and core values. “It has nothing to do with the CEO, it
has nothing to do with the product,” he quoted, “it has nothing to do with the marketing tech-
niques. It has to do with a vision and core values that are understood everywhere from the C
Suite down to the people who sweep the floors.”

Crelinsten proposed that Canada’s innovation community should adopt its own clearly stated
goal, which would be to improve the lives of the world. “We don’t have to tell each other what
specifically to do if we’re all working toward the same goal.” The necessary core values, he said,
should be respect, understanding, acceptance, and commitment. He expressed his hope that the
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conference deliberations would ultimately strengthen the commitment and resolve that partici-
pants have toward having a positive effect on the lives of Canadians.

Henderson began his remarks by noting that this is the third time that the federal budget has
served as a conference theme, since this major government event provides as suitable bellwether
for the current state and future direction of R&D in Canada. This year’s budget, he observed,
demonstrates a profound tension: “On the one hand we have a federal government that says re-
search and innovation are high on its priority list, and on the other hand we’ve seen a
groundswell of dissent from the academic community in the last year or so that’s virtually un-
precedented in this country.” In between these poles, he added, is a business community that is
being encouraged to take advantage of scientific discoveries being made in universities, adjust to
a changing tax and regulatory framework, and embrace an evolving array of government incen-
tive and assistance.

He provided a unique perspective on this situation, based on his experience of writing about the
budget’s contribution to the Canada First Research Excellence Fund, which is dedicating no less
than $1.5 billion to post-secondary research institutions over the next 10 years. After speaking
with a number of people in universities about this initiative, he formally described it in RE
SEARCH MONEY as a “game-changer” for the academic community.

“And then came the reaction from some of my more critical readers,” he recalled. “They told me
I was being far too positive about the program. It stretched the money far into the future, gave
the universities far too much control over how it was spent, and it did nothing for the granting
councils, which continue to struggle with inadequate funding.” One of these responses went on
to predict that the budget presaged what would soon be a drain of talent from Canada, especially
those young, just established scientists who represent the future of R&D.

Acknowledging that he was stung by the accusation that he had undertaken only a shallow as-
sessment of the budget, he insists that the response illustrates the broad and diverse context of
this matter. “When it comes to the innovation agenda, there are competing and conflicting per-
spectives on the best way to boost Canada’s innovative game.”

Crelinsten added that the increasing federal emphasis on commercializing university research
was in fact brought on by the leaders of these institutions, who have maintained that with more
federal funding, universities can effectively commercialize research. “But it’s not happening, and
so the government is putting pressure on universities now.” Similarly, in the private sector,
Canada leads the OECD in the practice of indirect supports to R&D through the tax system, and
so here too there is pressure to do more direct support. “There are shifts happening, and people
here are going to talk about that.”







