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Q&A
David B. Watters

A. Unfortunately, Canada’s innovation ecosystem 
performs poorly. The Conference Board of Canada 
(2013; tinyurl.com/cjovnnj) recently gave Canada an overall 
"D" grade on its Innovation Report Card, ranking it 13th 
among 16 peer countries. This performance is generally 
characterized as being excellent at producing academic 
research on the one hand, but on the other hand is 
noted as being poor at commercializing knowledge. 

So, what accounts for Canada's relatively poor perform-
ance? To answer this question, it is worth examining the 
organizations that offer innovation support services to 
Canadian firms, the characteristics of these firms, and 
the challenges they face. 

Components of Canada's Innovation
Ecosystem

Canada’s innovation ecosystem consists of the public 
sector institutions, private sector businesses, and aca-
demic organizations that offer business resources and 
support services to Canadian firms. These resources and 
services assist firms in developing innovative products 
or services to sell in domestic and global markets.

In the public sector, all three levels of government (i.e., 
federal, provincial, and municipal) offer a variety of in-
novation support services to firms, as shown by the ex-
amples listed in Table 1.

The private sector itself offers a range of support services 
to firms. For example, private sector investors offer risk 
capital (i.e., angel capital or venture capital funding) to 
finance startups or early-stage companies. Other busi-
ness service providers offer services relating to, for ex-
ample, intellectual property, accounting, marketing, 
and business management. Frequently, these business 
service providers are clustered around firms in specific 
technology subject areas, such as wireless technologies, 
medical devices, or "cleantech".

Academic institutions (e.g., universities and colleges) 
also provide a variety of important services to firms. 
Their most important contribution is a constant supply 

of trained undergraduate, graduate, and post-graduate 
talent in all disciplines that can be accessed by innovat-
ive firms. They also provide firms with access to new re-
search knowledge via technology transfer offices or with 
access to skilled researchers themselves. Finally, they 
can provide specialized technology and business know-
ledge through access to academic staff, as well as cus-
tomized workplace training.

In summary, an effective innovation ecosystem offers 
firms a comprehensive suite of innovation support ser-
vices, provided from collaboration among the public 
sector, private sector, and academic institutions. Unfor-
tunately, in Canada, coordination and collaboration on 
innovation opportunities between the federal and pro-
vincial governments, between universities and the 
private sector, and between governments and the 
private sector remain underdeveloped.

Key Characteristics of Firms within an
Innovation Ecosystem 

Variation in the characteristics of firms will have a signi-
ficant effect both on the kinds of innovation support ser-
vices a group of firms would need and on the ways the 
firms would access these support services. In effect, the 
public, private, and academic innovation service pro-
viders need to “segment” the marketplace of firms that 
will access their services. As a result, to improve per-
formance of Canada's innovation ecosystem, the nature 
of the services provided to firms would need to be adjus-
ted to match several basic firm characteristics, including:

• the number of firms
• the size of firms
• the industry sector the firm operate in (e.g., ICT, 

cleantech, biopharmaceutical)
• whether the firm produces a product or a service (over 

75% of all Canadian firms produce services)
• the age of firms (startups face unique sets of chal-

lenges)
• whether the firms are publicly or privately owned
• the region of Canada or regional cluster within which 

the firms are embedded

Q. What are the components of Canada’s innovation ecosystem and
         how well is it performing?

http://www.conferenceboard.ca/hcp/details/innovation.aspx
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Table 1. Examples of innovation support services from the public sector

http://www.nserc-crsng.gc.ca
http://www.sshrc-crsh.gc.ca/
http://www.cihr-irsc.gc.ca
http://www.genomecanada.ca/
http://www.chairs-chaires.gc.ca/
http://www.innovation.ca/
http://www.indirectcosts.gc.ca/
http://www.nrc-cnrc.gc.ca/
http://www.nce-rce.gc.ca/
http://www.nce-rce.gc.ca/NetworksCentres-CentresReseaux/CECR-CECR_eng.asp
http://www.nce-rce.gc.ca/ReportsPublications-RapportsPublications/BLNCE-RCEE/ProgramGuide-GuideProgramme_eng.asp
http://www.cra-arc.gc.ca/txcrdt/sred-rsde/
http://en.wikipedia.org/wiki/Capital_Cost_Allowance
http://www.nrc-cnrc.gc.ca/eng/irap/index.html
http://www.sdtc.ca
http://www.bdc.ca/
http://www.acoa-apeca.gc.ca
http://www.dec-ced.gc.ca/
http://www.feddevontario.gc.ca
http://www.wd-deo.gc.ca/eng/
http://buyandsell.gc.ca/initiatives-and-programs/build-in-canada-innovation-program-bcip
http://investottawa.ca/
http://www.communitech.ca/
http://www.marsdd.com
http://www.tecedmonton.com/
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All these characteristics may influence the effectiveness 
of firm-level innovation. For example, consider firm 
size: Canada has 1,122,306 businesses that have employ-
ees (StatsCan, 2012; tinyurl.com/noauuap). Of these:

• 2,528 (0.3%) are large sized (500+ employees) with an 
average of 1,550 employees

• 18,999 (1.7%) are medium sized  (100-499 employees) 
with an average of 90 employees

• 1,100,779 (98%) are small sized (<100 employees) with 
an average of 4.7 employees

It is very likely that the way in which a small firm of only 
five employees manages innovation will be significantly 
different from the way in which a large firm of 1,500 em-
ployees manages innovation. 

Unfortunately, despite the fact that 98% of all firms in 
Canada are small, many government policies and pro-
grams are designed primarily for larger firms and do 
not fully recognize the challenges facing the average 
small firm of five people. For example, such small firms 
are simultaneously trying to build a sustainable busi-
ness, conduct research, develop technology, maintain 
adequate cash flow, and access global markets. As a res-
ult, the way in which such small firms access innova-
tion resources from the innovation ecosystem and the 
kinds of assistance they require will be different from 
larger firms, as will be the challenges for governments 
in designing scalable and easily accessible support pro-
grams to assist them.

In summary, the function of an innovation ecosystem is 
to provide firms with efficient and effective access to in-
novation resources (e.g., access to talent, risk capital, 
new knowledge, technology intelligence, business 
mentoring, market intelligence) as well as to establish a 
supportive regulatory framework (i.e., marketplace 
rules) for all firms. The function of the firm within this 
ecosystem is to innovate new products and services for 
global markets.

The Challenges Facing Firms within 
Canada’s Innovation Ecosystem

There are many challenges within Canada’s innovation 
ecosystem that contribute to its lacklustre perform-
ance. Most critiques focus correctly on its poor com-
mercialization performance. For example, while 
Canadian institutions are good at producing new 
knowledge, we are not good at supporting firms in in-
tegrating that knowledge into innovative goods and ser-
vices for sale in global markets. 

Unfortunately, Canadian governments have focussed 
too much attention on investment in basic research on 
the expectation that these investments in new know-
ledge would trickle down to firms.  They have not inves-
ted enough in supporting firms to access the services 
they need to both make innovative goods and sell them 
in global markets. Furthermore, government policy 
makers have not fully recognized the structure of Cana-
dian industry – for example, that 98% of Canadian 
firms have an average of five employees – nor have 
they identified and provided the resulting kinds of par-
ticular support these smaller companies need (e.g., ac-
cess to risk capital, access to market intelligence, 
access to business mentorship, access to global busi-
ness networks) in order to penetrate restrictive and 
complex emerging markets in China, India, and Brazil.

As a result, governments need to focus more policy at-
tention on routinely surveying and talking to firms, and 
finding out the real challenges they are facing in trying 
to innovate new products and services for these global 
markets. Furthermore, these discussion need to be seg-
mented by industry sector, by firm age, by firm size, 
etc., as outlined here. Only then should policy makers 
consider how to adjust the components of Canada’s in-
novation ecosystem, to permit these firms easier access 
to the innovation services they need so that they may 
enhance their chances of being successful in global 
markets.

http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SurvId=1105&SurvVer=1&InstaId=16056&InstaVer=37&SDDS=1105&lang=en&db=imdb&adm=8&dis=2


Technology Innovation Management Review September 2013

41www.timreview.ca

Citation: Watters, D.B. 2013. Q&A. What Are the 
Components of Canada's Innovation Ecosystem and 
How Well Is it Performing? Technology Innovation 
Management Review. September 2013: 38–41. 

Keywords: innovation, innovation ecosystem, public 
sector, private sector, academia, commercialization, 
performance, policy

About the Author

David B. Watters is President and CEO of the Global 
Advantage Consulting Group in Ottawa, Canada, 
which helps public and private sector organizations 
to develop growth strategies, to develop new collab-
oration networks and business models, to design 
new support services for industry, to enter new com-
mercial markets, and to design measurement sys-
tems to monitor performance. His firm also designs 
and builds “ecosystem maps” to visualize client in-
vestments in programs and projects in areas of new 
technology development, innovation/commercializ-
ation expansion, energy/climate change, and trade. 
David holds an Economics degree from Queen’s 
University in Kingston, Canada, as well as a Law de-
gree in corporate, commercial, and tax law from 
Queen’s Law School. As an adjunct Professor at the 
University of Ottawa's School of Management, he 
taught International Negotiation to MBA students 
for seven years. His 30-year career in the Govern-
ment of Canada included responsibilities as an As-
sistant Deputy Minister in a variety of economic 
ministries including Industry Canada, the Treasury 
Board, and Finance Canada. 

Q&A. What Are the Components of Canada's Innovation Ecosystem?
David B. Watters

http://creativecommons.org/licenses/by/3.0



