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EXECUTIVE SUMMARY

Clean technologies will play a critical role in helping Canada
meet its environmental and economic goals in the coming years.
To support the growth of clean technologies ('cleantech’), and
the companies that design or manufacture them, Canada must
use every available tool in its toolbox, including leveraging the
procurement capacity of the federal government. As the single
largest buyer of goods and services in the country, the federal
government is an important economic actor with the ability to
send strong market signals. Federal cleantech procurement
can help companies find their first customer, can help validate
cleantech, ease their diffusion in the market, and can eventually
lead to the growth of innovative cleantech.

With the objective of understanding ways in which federal
procurement practices can be adapted to increase cleantech
procurement, this report evaluates the rules and regulations,
policy actors, and processes that define Canada’s federal
procurement ecosystem. This analysis reveals certain systems-
level characteristics of the federal procurement system, and
identifies specific practice-level, process-centric bottlenecks
inhibiting federal cleantech procurement. Lastly, it offers
recommendations to overcome the bottlenecks inhibiting federal
cleantech procurement.

Owing to its process-centric approach, this report offers a unique
perspective on reforming federal procurement. Procurement
decisions are made by individual actors within the confines of
the processes and structural factors surrounding procurement.
Instead of analysing how to incent individual action, this report
focuses on how the processes surrounding federal procurement
can be optimized, and considers practical ways in which existing
federal procurement systems and administrative capacities

can be adapted to increase procurement of cleantech and
environmentally preferable goods and services. Additionally, the
policy solutions featured in this report are not aimed at achieving
mass systems change or overhauling the entire procurement
system. Instead, this report looks at what changes or policy
tweaks can be implemented right away to overcome bottlenecks
inhibiting change within federal cleantech procurement
purchasing processes in time to support Canada’s 2030 climate
targets.

Evaluating the challenges inhibiting federal cleantech
procurement is relevant not only for supporting greater uptake
of cleantech, but also for drawing lessons that are relevant for
procuring innovative, or environmentally preferable goods and
services (e.g., low-carbon building materials), and procuring

Buying Better: Leveraging Federal Procurement to Drive Demand for Canadian Cleantech |1l



from small and medium size enterprises (SMEs). This is because
cleantech procurement marks the intersection of three distinct
issues that the federal procurement system grapples with: it
requires procurement to favour environmentally preferable goods
and services and consider environmental performance that is

not currently accounted for'; it requires higher participation of
small to medium-sized enterprises in federal procurement, since
cleantech companies in Canada are disproportionately SMEs?,
and, it requires procurement be adept at buying novel innovative
products, which has historically not been a strength of federal
procurement.® The combination of these three factors makes this
report’s findings and recommendations relevant to the discussion
on green and innovative procurement, as well as greater SME
participation in federal procurement.

This report puts forward five policy recommendations, which
—though they focus on cleantech — would also be useful in
advancing procurement of environmentally preferable innovative
products in general.

Recommendation 1

Extend current government pilot support programs

to offer commercialization assistance to cleantech
companies. The federal government has some programs in
place to help cleantech companies prototype and test their
innovations. Innovative Solutions Canada (ISC), for example,
currently buys pre-commercial goods and services and tests
them in a real-world setting. However, even when a pilot has
successfully been executed and the need is established, there
is no direct or standard pathway to commercial contracting

for these companies. ISC was explicitly meant to be modelled
after the United States’ Small Business Innovation Research
(SBIR) program. By incorporating commercialization support as
standard practice and setting aside resources to the same, ISC
will be better placed to replicate SBIR's success.
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Recommendation 2

Create a buyers group open to adopting cleantech post
pilot testing. A buyers group, akin to the Coordinated Access
National (CAN) Health Network, can bridge the gap between
piloting and commercialization that cleantech companies face.
The buyers group should be composed of federal departments
and agencies wanting to solve a problem with a cleantech
solution, but also interested in testing the technology before
committing to a commercial contract. This would create an
integrated market of buyers who have the budget and the
intention to procure innovative technologies, would allow
individual departments share the risk of innovative procurement,
and would expedite the procurement process. A potential
starting point for the buyers group to identify problems that could
be remedied with cleantech solutions would be the 23 line items
Public Services and Procurement Canada (PSPC) has identified as
accounting for close to 58% of its total carbon footprint.

Recommendation 3

Timely revision of bid language through feedback
channels between federal departments that run cleantech
piloting programs and procuring departments. A
dedicated team which would act as the innovation knowledge
center could assist in the timely revision of bid language. The
innovation knowledge center would collaborate with ISC,
Natural Resources Canada (NRCan), Sustainable Development
Technology Canada (SDTC), and other federal actors to

learn about cleantech that are available, with an emphasis

on technologies with clear use cases that have already had a
successful pilot phase with the government (this mandate could
later be expanded). It would then translate these learnings into
readily usable bid terms and technical specifications to attract
innovative cleantech products. Such a circular feedback process
will help de-risk innovative procurement by setting up a system
whereby procurement officers have the support they need and
have access to technical specifications and bid terms to procure
clean technologies that have already been successfully piloted
in a federal body. It balances the need to be careful with how
taxpayer dollars are spent, and the imperative to use procurement
as a strategic tool for advancing clean innovation and economic
growth.




Recommendation 4

Help cleantech SMEs build capacity to participate in
federal procurement. A range of supports including guidance
materials, helpdesks, training, bootcamps, and facilitating
participation in fairs and events will help provide practical and
actionable information on procurement to cleantech companies.
These could be delivered through different mediums including
through mobile applications, videos, and could be modular,

so that cleantech SMEs can pick and choose programs based

on what is most relevant to them. Some of these services are
currently being provided by Procurement Assistance Canada
(PAC), which offers seminars to help SMEs find government
procurement opportunities. However, it is worth thinking
through how PAC's support services can be modernized. PAC's
mandate could also be expanded to offer specialized services for
innovative SMEs. Companies who specialize in innovation, such
as those that develop cleantech, have distinct needs. Cleantech
companies’ product offerings often consist of products that do
not yet fit in established product categories. Given the economic
and strategic relevance of cleantech for Canada, specialized and
customized training and advisory services, possibly delivered as
concierge services, is justified.

Recommendation 5

Increase industry-focused educational efforts to help
cleantech companies better understand government’s
procurement needs and processes. There is a lack of training
opportunities focused on understanding the complexities of
federal procurement, especially for cleantech companies.
Organizing formal or informal educational forums such as
webinars, workshops, seminars, and cohort/contact/mentor-
based learning will help cleantech companies understand

the federal government as a customer. Industry organizations,
start-up accelerators and incubators, who perceive government
as an important buyer for their members, are well placed to

help cleantech companies understand their buyer—i.e., the
federal government —and think through how their technology
and value proposition fits with the buyer’s needs. Additionally,
industry organizations can work with PAC, which regularly hosts
educational webinars and workshops to help SMEs access public
procurement opportunities, to either market these resources to
their members or organize PAC sessions specifically aimed at
cleantech companies.
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INTRODUCTION

Cleantech (or clean technologies) are set to play a critical role

in driving Canada’s national economic growth and enabling
Canada'’s transition to net-zero emissions in the coming decades.
The global market for low-carbon goods and services is currently
valued at over $5.8 trillion and is projected to grow by 3% each
year,*making Canada’s domestic cleantech industry a future
source of export revenues, high-quality jobs, and economic
growth.>® Cleantech will also be foundational for any pathway
Canada takes to meet its 2030 and 2050 greenhouse gas (GHG)
emissions reduction targets. Innovative cleantech will support
increased energy efficiency and reduced energy consumption; a
shift to non-emitting electricity; and will assist in reimagining the
way Canadians travel, produce and consume goods, and build
and live in their communities.”

For clean technologies to fulfill their role in shaping Canada'’s
clean growth future, it is vital that Canada uses every available
tool in its toolbox to create an ecosystem that stimulates clean
innovation and builds on existing cleantech capacity. One such
important, but underused, tool for growing the clean economy
is federal procurement. The Canadian federal government is one
of the largest buyers of goods and services in the country® with
total annual spending valued at about $23 billion (2016 figures)®

For clean technologies to fulfill their
role in shaping Canada’s clean growth
future, itis vital that Canada uses
every available tool in its toolbox to
create an ecosystem that stimulates
clean innovation and builds on existing
cleantech capacity.

or about 13% of GDP.° It is, therefore, an important economic
actor with the ability to send strong market signals that can
spur innovation to drive policy goals, including Canada’s GHG
emissions reduction targets.

Public procurement’s promise and potential to support local
innovation, including clean innovation, is substantive and often
cited." However, there are a range of challenges Canada faces

in using this policy lever for fuelling the purchase of cleantech.
Cleantech procurement involves the intersection of three distinct
issues that the federal procurement system has historically
grappled with. One, it requires federal procurement to favour
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environmentally preferable goods and services.”? Two, it requires
increased participation of small to medium-sized companies
(SMEs) in federal procurement. It is estimated that SMEs make up
over 70% of cleantech employers in Canada.”® Three, it requires
that procurement offices be adept at purchasing innovative
technologies.'* Keeping these factors in mind, this report aims to
answer two research questions:

1. What are the specific barriers inhibiting greater adoption
of cleantech by the federal government?

2. What policy solutions can help drive increased
cleantech procurement by the federal government?

Box 1

What is Cleantech?

This report uses Statistics Canada’s definition of
“cleantech” or clean technology, whereby cleantech

is any good or service whose primary objective is to
reduce environmental damage. Alternately, cleantech

is any good or service that is more resource efficient or
causes lesser pollution than market-available comparable
products."” Cleantech companies’ product offerings,
therefore, often consists of products that do not yet

fit in established product categories. Additionally, it is
important to understand that cleantech is not a sector by
itself, but rather a set of goods and services that are used
throughout different sectors of the economy, including
energy production, water use and management, and
transportation, among others.'® This report’s discussion
on federal procurement is related to cleantech that has
at minimum reached the early market adoption phase or
is considered mature technology.” In other words, this
report’s discussion is not applicable to goods or services
that are in the prototype or pre-commercial stage.

There is some overlap between goods and services
that are considered to be cleantech, and those that
are considered to be green goods and services.

The key distinction between the two, however, is

that green goods and services are those that have

a lower GHG emissions profile than comparable
alternatives. A cleantech good or service also helps
reduce environmental damage but may or may not
have a comparable alternative. Thus, for example, low-
carbon cement, would be considered both green and
cleantech, whereas an air quality monitoring device
would be considered cleantech, but not a green good
or service, since it does not improve the emissions
profile of an existing process relative to available
substitutes.
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An in-depth examination of the bottlenecks inhibiting federal
purchasing of cleantech is useful for two reasons. First,
purchasing more cleantech is imperative to driving economic
growth and meeting environmental objectives. Second, and
perhaps more interestingly, challenges and barriers to procuring
cleantech are, to a large extent, also applicable to purchasing
innovative green goods or services in general, especially vis-

a-vis SMEs. This includes low-carbon building materials, clean
economy services, or product offerings from SMEs which support
environmental or social objectives. An in-depth examination of
the barriers to federal cleantech purchasing can, therefore, offer
transferable lessons in other areas by breaking down the barriers
to change and innovation within federal procurement. This work
is therefore useful for advocating for changes within the federal
procurement system, for any product or service that shares one or
more of the features outlined above.

Procurement decisions are made by individual actors within

the confines of the structural factors and the process design
surrounding procurement. Accordingly, this report features

a novel and in-depth analysis of the processes, actors and
policies shaping Canada’s federal procurement system. This
analysis brings to light certain fundamental characteristics

of the federal procurement system with respect to the way

the system is designed, the cultural attributes that underpin
federal procurement, and the process-related patterns of the
procurement system. This systems-level understanding is then
used to identify specific practice-level process-centric bottlenecks
which hinder federal cleantech procurement. The bottlenecks,
though presented in the cleantech context, are to a large extent
also applicable to other innovative goods and services especially
vis-a-vis SMEs. The report then offers five policy solutions which
aim to optimize procurement processes to improve cleantech
procurement. Rather than creating new program lines and setting
up new institutional and administrative infrastructure, these policy
solutions look at ways in which existing government supports

or programs, and existing industry coalitions and bodies, can

be leveraged to increase cleantech procurement by the federal
government. This report does not claim to have “solved”
procurement challenges, but rather contributes to the ongoing
discussion by directly tackling challenges faced by procurement
officers in purchasing cleantech.



OVERVIEW OF REPORT

This report begins by making the economic and environmental
case for supporting and enabling cleantech. Thereafter, it talks
about why leveraging the federal government’s procurement
capacity is an important tool for supporting cleantech. In addition
to ensuring that Canada has the tools it needs to reach its net-
zero by 2050 target, supporting cleantech through procurement
helps clean technologies overcome a crucial market failure they
often grapple with: market prices not fully reflecting the cost of
pollution, thereby leading to distorted valuations.

Subsequently, this report deep dives into the federal
procurement ecosystem. It analyses the various rules and
regulations governing federal procurement in Canada, the
various policy actors involved, and lays out the processes
through which procurement typically occurs at the federal level.
The insights gained from the assessment of the policies, actors,
and processes involved in federal procurement, supplemented
with discussions with key stakeholders, bring to light certain
characteristics and bottlenecks of the federal procurement
system. Accordingly, the following section of the report discusses
six key characteristics of Canada’s federal procurement system
as well as four bottlenecks inhibiting greater federal cleantech
procurement.

Finally, this report concludes with five policy recommendations
specifically aimed at addressing the identified bottlenecks.
[fimplemented, these recommendations could have an
inordinately positive impact on cleantech procurement
specifically and innovation-friendly procurement generally, and
in turn contribute to Canada’s economic growth and climate
targets. The policy solutions featured in this report are not aimed
at achieving mass systems change or an overhaul of the entire
procurement process. Instead, they are tweaks and changes that
can be implemented right away, in time to meet Canada’s 2030
climate targets, and are aligned with the administrative structure
and incentives the federal procurement system currently operates
under.

This report’s findings and policy recommendations are based on
primary and secondary research. The authors’ literature review
and desktop research were supplemented with interviews with
17 stakeholders. Of the stakeholders interviewed, seven were
from the private sector representing cleantech sector views, six
were from the public sector (i.e., federal officials and other public
procurement practitioners), and the remaining four were from

the third sector (i.e., academia and other subject-matter experts).
These interviews were given anonymously, and discussants’ views
are not attributed to any one individual in this report.
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THE CASE FOR
SUPPORTING CLEANTECH

Canada has both economic and environmental reasons for
supporting cleantech. The country is a global cleantech leader
and in 2017 was ranked 4" globally in terms of countries

where cleantech companies are most likely to emerge (Global
Cleantech Index), ahead of the United States.'®'® Cleantech is an
area where Canada has several competitive advantages including
a sizeable research ecosystem, a skilled workforce?® and a
national net zero target for 2050.2' Consequently, cleantech

has enormous potential to boost Canada’s economic growth
and exportincome. In 2019, cleantech goods and services
accounted for about $32.6 billion or 1.39% of Canada’s GDP.??
Between 2014 and 2019, Canada'’s cleantech exports grew at an
annual pace of 9.7% - three times faster than all other product
categories.?? This is particularly encouraging since oil and natural
gas products currently account for about 13% of Canada'’s total
merchandise exports.?* In a net-zero future, where fossil fuel
reliance is expected to be lessened,?® there will be a need to
make up for the expected loss in economic activity and growing
cleantech exports is one way of doing that.
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The full social cost of waste and pollution
are yet to be fully represented in market
prices which results in systemic market
distortions or externdalities.

Despite Canada’s cleantech exports growing year-on-year at an
impressive pace, it ranks only 16" globally in terms of cleantech
exports?® pointing towards significant untapped opportunity to
grow and expand into new markets. For cleantech companies in
Canada, however, continuing to grow the size of their operations
to tap into new markets means overcoming two key challenges:
First, market failure owing to externalities; and second, attracting
the necessary financing to support scaling their operations.
Procurement practices that support innovative cleantech can help
bridge this gap and overcome these two challenges.



The full social cost of waste and pollution are yet to be fully
represented in market prices?” which results in systemic market
distortions or externalities.?® In the absence of proper market
signalling, firms may experience under-investment in clean
innovations? because early stage cleantech may be perceived

as riskier compared to dirtier technologies.*° This can discourage
traditional investors, which is particularly disadvantageous for
cleantech companies, since they are typically capital-intensive

or require a longer investment period.>' Somewhat related

to this first challenge is the second one cleantech companies
face: difficulty attracting capital to scale operations. Despite
overall venture capital supply increasing in Canada over the past
few years, available funding in the innovative economy is still
inadequate.®2 On a per capita basis, Canadian cleantech venture
capital investments represent half of what is seen in the United
States.** Companies tend to see a funding gap between the initial
capital investment and eventual revenue generation from product
sales (i.e., commercialization). In fact, this phenomenon is so
commonplace that it is termed the “valley of death”3in literature.
While there has been some progress on scaling for Canadian
cleantech companies in recent years, it remains a challenge for
the sector.®

Domestic job creation is another major benefit to building

up the cleantech industry. In 2019, Canada'’s environmental

and cleantech sector provided 341,000 well-paid jobs,®
representing an annual growth rate of 3.03% between 2009 and
2019.% Cleantech jobs are typically high quality with average
annual compensation (with benefits) of around $84,700.3®

Finally, a major acceleration in clean innovation and cleantech
deployment is also necessary to provide Canada the goods and
services required for emissions reductions to meet 2030 and
2050 emissions reduction targets.> Delivering on these targets
requires continuous innovation towards reducing Canadians’
carbon footprint.
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FEDERAL PROCUREMENT:
A TOOL FOR SUPPORTING
CLEANTECH

Federal procurement is an important policy tool for accelerating
clean innovation and cleantech deployment in Canada,

which in turn hold economic and environmental relevance for
Canada. Public procurement can reduce investment risks for
clean innovations that might bring about significant national-
level benefits in the future but face difficulty finding their first
customer. When government acts as a first buyer, it validates the
product both within and outside of the domestic market, eases
the diffusion of cleantech in the market, and eventually leads to
the growth of innovative cleantech and cleantech companies.*
Over time, investment in cleaner goods, services or works is
incentivized, which drives innovation, encourages long-term
investment, scales up demand,*' and helps drive down costs.
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If Canada realizes its full procurement potential to drive these
outcomes, it would not be the first country to successfully use
the power of procurement to bolster domestic cleantech and
innovation. Increasingly, public procurement is becoming widely
acknowledged as a means of supporting cleantech adoption.
The European Union’s Europe 2020 strategy, for example,

lists public procurement as a key market-based instrument to
“shift towards a resource efficient and low-carbon economy.”4?
Historically, as well, public procurement has been seen to result
in the uptake of innovative technologies. For example, American
defence-related procurement led to the widespread use of steam
engines, electric motors, and semiconductors not just in the US,
but worldwide.*?



Increasingly, public procurement is
becoming widely acknowledged as a
means of supporting cleantech adoption.

While public procurement includes procurement by municipal,
regional, provincial, and federal governments, and public
institutions (hospitals and universities), this report focuses solely
on federal procurement. There are a few reasons for this. First,
the Government of Canada is the single largest buyer of goods
and services in the country.* While total annual government
expenditure, which includes procurement spending not only by
the federal government, but also the provincial governments,
municipalities, public academic institutions, and hospitals totals
about $200 billion or about 13% of Canada’s GDP,*> annual
total federal procurement spending is about $23 billion (2016
figures).“64’ This makes the federal government the largest
public buyer and a very important economic actor with the
ability to send strong market signals that can spur innovation

in new technologies and services to drive policy goals,

Box 2

State of Federal Cleantech Procurement

including Canada'’s climate goals. Given the impact the federal
government could have on markets, identifying challenges
and ideating policy solutions that encourage federal cleantech
procurement is justified. Second, the rules and processes

that define procurement at the federal level are different from
those at the provincial or regional level, and those that apply

to public bodies such as hospital and school boards, among
others.® This variation necessitated choosing a specific level of
government or public body for deeper analysis. Accordingly,
federal procurement was picked as the main subject of study
given its comparatively larger buying power. Finally, the primary
objective of this report is to develop actionable and practical
policy solutions that would increase the uptake of cleantech
procurement and would potentially also be relevant for the
procurement of other low-carbon or technological solutions.
This would not have been possible without narrowing its

focus. A narrow focus enabled a detailed assessment of federal
procurement practices including the actors, processes and
policies impacting procurement and thereby assisted the
identification of specific bottlenecks in the system for cleantech
purchasing whose implications can be built upon in future work.

In 2016, federal spending on cleantech procurement was about 3.74% of total government spending.*® This was deemed
insufficient by Canada’s Economic Strategy Tables, which was announced as part of Budget 2017's Innovation and Skills Plan
to support economic growth.*® The Economic Strategy Tables identified cleantech as a high promise sector for the Canadian
economy and recommended that cleantech procurement by the federal government be increased from 3.74% to 5% of total
government spending by 2025.°' This is comparable to the target set by Finland, which in 2015 decided to deploy 5% of total

public expenditure towards innovative procurement.>?

The target set by the Economic Strategy Tables is reflective of on-the-ground reality. Based on a survey of 259 high-growth
cleantech start-ups in Canada, a 2020 report found that cleantech procurement by federal government accounts for only
about 3.6% of companies’ annual revenues.* This is indicative of the fact that government sales are not providing cleantech
companies the boost they need and that there is a need to reform federal procurement to make it more amenable to innovative

cleantech procurement.

The federal government, however, has made some strides towards embracing and promoting cleantech. The 2017 Greening
Government Strategy (GGS) lists a set of voluntary commitments that the government has made towards reducing emissions
from government operations to net-zero by 2050.% The key pillars of GGS are reducing emissions from buildings, fleet
electrification, and procuring 100% clean electricity by 2022. One of the tools GGS identifies is procuring environmentally
preferred goods and services and it specifically mentions supporting departments undertake cleantech demonstration
projects and increase the adoption of cleantech to reduce the carbon footprint of government operations.>> Additionally,

the government is also in the process of identifying goods and services with high environmental impact such as cement,
steel, IT, etc., and is greening existing standing offers and supply arrangements (explained in later sections) to include robust
environmental criteria.>® While all these initiatives will further environmental goals, they may or may not result in the increased
uptake of cleantech by the federal government. This is owing to the distinction (explained in Box 1) between green goods and
services and cleantech. Therefore, while a good start, current federal government initiatives do not fully leverage and capture

the potential of public procurement to support cleantech.
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PROCUREMENT
ECOSYSTEM

An in-depth look into the federal procurement ecosystem is a
necessary first step towards developing a nuanced understanding
of the bottlenecks inhibiting greater federal cleantech
procurement and creating policy solutions targeted at those
bottlenecks. This section provides an overview of the federal
procurement system and is structured around the following three
questions.

1. What governs procurement decisions? Overviews
key policies and legislations that are pertinent to the
cleantech procurement process.

2. Who influences or impacts procurement decisions?
Looks at the policy actors that influence or impact
cleantech procurement.

3. How are Procurement Decisions Implemented?
Describes, step-by-step, procurement processes as they
relate to cleantech procurement.

8| Smart Prosperity Institute

Answering these questions will give an overall sense of the federal
purchasing process, and the regulatory constraints or pillars that
guide procurement decisions (i.e., who makes, implements, and
influences these decisions), and the process through which these
decisions are implemented.

What Governs Procurement
Decisions?

A web of interconnected laws, policies and guidelines govern
the federal government’s considerable spending capacity of
over $20 billion annually. These can be broadly classified into
the three categories — those Governing General Procurement
(laws, policies, and regulations that affect all procurement),
Governing Cleantech Procurement, and Governing Procurement
Processes.*’



Table 1: Federal procurement — Overview of laws, policies, and guidelines

Category Description

Regulates expenditure of public funds and establishes the Treasury Board. Lays down fairness,
Governing General Procurement®® openness, and transparency while ensuring best value for the Canadian people as the basic
principles of procurement.

Requires that federal departments incorporate environmental performance through the lifecycle of
Governing Cleantech Procurement®? acquired assets and services as a factor in procurement decisions but does not set any specific green
procurement targets.

Outlines and enables the application of specific considerations, such as green procurement

Governing Procurement Processes® : ; . ) )
requirements, Indigenous business support, risk assessment, etc., in federal procurement.

[t is important to note that the laws, policies, and guidelines Promoting innovationin general or
mentioned in this report are not representative of the entire cleantech innovation in particu’ar is not
universe of procurement rules and regulations applicable o o o o

to federal procurement. They do, however, provide an one ofthe goals or def'n'ng prmcnples
understanding of the core principles underpinning federal offederal procurement. Instead,
contracting and give some insight into the various, sometimes procurement is meant to obtain the

competing, considerations procurement officers must manage

during the procurement process. bestvalue f or Canadians.

Four general procurement regulations — the Financial responsibilities and considerations — ranging from environmental
Administration Act 1985, the Government Contracts Regulation considerations to land claim agreements — before entering

1987, the Treasury Board Contracting Policy, and the new contracts. This arguably places significant administrative
Directive on the Management of Procurement — provide the burden on officers who might routinely be overseeing several
legal basis for federal government procurement and define procurement activities at the same time, which, in turn, has

the principles of government contracting. While no one serious implications for whether a particular solution, such as
regulation specifically discusses cleantech procurement, the cleantech, can be pursued over other considerations.

Policy on Green Procurement 2006 for the first time explicitly
introduced environmental and sustainability considerations®!
into procurement spending, making it relevant for the purchase
of goods and services whose environmental performance

is an attractive attribute. The 2017 Greening Government
Strategy (GGS) also lists a set of voluntary commitments that
the government has made towards reducing emissions from
government operations to net-zero by 2050.52

Besides environmental considerations, there are a plethora of
other aspects that procurement officers need to keep in mind

or consult on before entering contracts. This last category of
regulations consists primarily of manuals, guidelines, and other
policies such as the Procurement Strategy for Aboriginal Business,
Public Services and Procurement Canada'’s (PSPC) Supply Manual
(obligatory only for PSPC), or the Project Complexity and Risk
Assessment Manual.

A review of the regulatory environment surrounding federal
procurement offers two interesting insights. First, promoting
innovation in general or cleantech innovation in particular is not
one of the goals or defining principles of federal procurement.
Instead, procurement is meant to obtain the best value for
Canadians. Second, the federal procurement system is quite
prescriptive and procurement officers must balance several
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Box 3

International Trade Agreements and the Federal Government

Canada is party to several trade
agreements including the World Trade
Organization Agreement on Government
Procurement (WTO-GPA) and 14 free
trade agreements with over 51 countries
around the world.® The fundamental
objective of these trade agreements is
to remove barriers to international trade
and ensure a fair system that does not
discriminate between locally produced
and foreign produced goods and
services.®*

Trade agreements influence how Canada
can conduct public procurement.® They,
however, become applicable only when
procurement crosses a pre-determined
monetary threshold. Monetary thresho