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pa rt n ers
MaRS Solutions Lab is a Public and Social
Innovation Lab that helps intervene in complex
challenges to bring about large scale positive
change with partners across society, that helps
governments modernize policies and services, and
builds capacity for system change.
For more information, visit
marsdd.com/systems-change/mars-solutions-lab/
@solutions_lab
MaRS Discovery District
101 College Street
Toronto, ON M5G 1L7

The Brookfield Institute for Innovation +
Entrepreneurship (BII+E) is an independent
and nonpartisan policy institute, housed within
Ryerson University, that is dedicated to building
a prosperous Canada where everyone has the
opportunity to thrive due to an inclusive resilient
economy. BII+E generates far-sighted insights and
stimulates new thinking to advance actionable
innovation policy in Canada.
For more information, visit brookfieldinstitute.ca
/BrookfieldIIE
@BrookfieldIIE
The Brookfield Institute for
Innovation + Entrepreneurship
20 Dundas St. W, Suite 921
Toronto, ON M5G 2C2

The Guelph Lab is a collaboration of The College
of Social and Applied Human Sciences, University
of Guelph, and the City of Guelph. The purpose
of the Lab is to address challenges that have
direct impact and relevance to the community.
The Lab is focused on “public innovation”—
developing solutions to the challenges faced by the
community that cannot be solved without some
form of government intervention. The Lab does this
by bringing together municipal, community, and
university expertise and knowledge.
The City of Guelph is a growing, diverse and
vibrant community of about 132,000 people,
located about 100 kilometres west of Toronto.
Guelph is among the most livable cities in Canada
and has a well-earned reputation as a city that’s
willing to do things differently. Guelph has earned
this reputation through innovative programs like
the ground-breaking Civic Accelerator model,
which has inspired and been adapted by Cities
across Canada.
This report will support the Municipal Innovation
Exchange (the MIX) and its work on innovation
procurement. The MIX is an emerging virtual centre
of excellence by the City of Guelph, London and
Barrie, as well as MaRS Discovery District working
to run innovation procurement challenges in each
city, explore multi-city procurement challenges,
conduct policy research, develop a peer-network
of municipalities, and codify learnings into a
best practice Municipal Innovation Procurement
Framework. The MIX benefits from the support
of various partners along the innovation pipeline
including the Guelph Lab and Innovation Guelph.
This report was commissioned by the MaRS
Discovery District to support the work of the MIX.
For more information, visit guelph.ca/mix
@mixontario
mixontario@guelph.ca
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I n t roduct ion
Governments around the world are facing the
imperative to do more, but with limited resources.
Today, they are operating in a wave of public
service transformation shaped by user-centred
services and the increased use of technology,
particularly for public engagement and decisionmaking. They are expected to deliver economic
growth while safeguarding the public dollar and
meeting increasing expectations for efficiency and
productivity.
Public procurement has always been the way that
federal, provincial, and municipal governments
provide essential services to people in Canada,
and obtain the goods and services that allow
government to function: from computers and
software to fire trucks and road salt. In this context,
public procurement is an important lever for
innovation with the potential to access new tools
and approaches, and engage new types of partners
such as entrepreneurs and members of the creative
economy.1 Governments are interested in making
procurement faster, more flexible, more inclusive,
and easier to understand, as well as enabling a
greater diversity of firms to develop new solutions
that could help governments solve pressing issues.

WHAT IS PUBLIC PROCUREMENT?
Public procurement is the formal process
through which government organizations
purchase goods and services, including
construction, consulting services, and
public works. It includes various phases of
the purchasing process, from describing
requirements, selecting suppliers, and
evaluating offers, to creating and awarding
a contract, as well as dispute resolution.
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Across Canada, the US, and the EU, public
procurement experts are working to shift and
adapt procurement approaches by experimenting
with digital platforms to connect to vendors and
manage the buying process, finding more efficient
ways to track and evaluate contracts electronically,
procuring research and development for new
solutions, updating processes, templates, and tools
to reflect the ways that technology is changing
(e.g., the progress of wifi technology in the past 10
years) and building flexibility into requirements for
cases when the potential solution is unknown.
As innovation procurement practices emerge
and continue to be tested by practitioners inside
and outside of government, we aim to use
this research to improve the understanding of
innovation procurement in the Canadian context,
how it has been put into practice, and—as federal,
provincial, and municipal governments work to
adopt new approaches—what space there is for
experimentation in procurement processes. In this
particularly emergent period in the evolution of
innovation procurement, experts argue that public
institutions need to establish “guardrails” to ensure
that procurement evaluation and award processes
are transparent and defensible.2 What are the
opportunities in building innovation procurement
practices and what are the challenges? Situated in
the context of designing and testing approaches at
the city level, this research focuses on the Ontarian
cities of Guelph, London, and Barrie to reflect the
insights, barriers, and opportunities presented by
innovation procurement.
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Bac k g r o u n d

M et hodology

In the spring of 2016, the City of Guelph launched
the Civic Accelerator, a pilot project developed
by the Guelph Lab that enabled it to engage in
open innovation with entrepreneurs, students,
and companies to create solutions for complex
municipal problems. For example, challenge
statements from the Civic Accelerator’s inaugural
round included how Guelph Water Services
could enable citizens to detect leaks and reduce
water use, how to maximize the value of parking
space in the City’s downtown, and how to make
it easier for the public to provide feedback on
planning decisions.3 The next year, Guelph worked
with the Brookfield Institute for Innovation +
Entrepreneurship to capture the approach and
learnings from the Accelerator in a case study
report, The Civic Accelerator: A Guelph experiment.
Moving forward, the City of Guelph is looking to
build on the learnings from the Civic Accelerator
project in partnership with two collaborating
municipalities, Barrie and London.

Our research includes a literature review focused
primarily on academic literature, grey literature,
and policy frameworks from the EU and Canada.
Additionally, twenty-one expert interviews were
conducted for this project, with a diversity of
procurement-focused policymakers at the federal,
provincial, and municipal levels using a wide range
of procurement approaches, as well as academics,
consultants, companies providing digital platforms
for procurement, and one legal expert. Interviews
focused on barriers to and enablers of innovation
procurement, including cultural and legal barriers,
approaches and tools being used, products and
services being procured, and opportunities to
help make innovation procurement happen more
effectively.

The Municipal Innovation Exchange (MIX) aims
to develop a preliminary innovation procurement
framework to support multi-city procurement
processes. To support this project, the MaRS
Solutions Lab will act as a collaborator to facilitate
the three-year MIX, and the Brookfield Institute
has been engaged to conduct policy research that
will inform a framework for how procurement
challenges could be designed.

An initial discussion paper was created from the
expert interviews, summarizing our insights and
findings to date. We hosted a roundtable with each
of the three municipalities to discuss the insights
further. A draft policy insights map was discussed
during in-person sessions in London and Barrie. All
of the discussions to date have been synthesized
into the insights and recommendations presented
in this report.
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Def i n i ng

I n novat ion

Proc u r e m en t
At a high level, innovation procurement focuses
on purchasing a solution to a problem, in contrast
to purchasing a solution with predetermined
requirements. In practice, the ways in which
innovation procurement are adopted and
implemented are fragmented and subject to
interpretation—it varies across cities, sectors,
and geographies. There is no consensus on how
the term itself is defined, and there are multiple
perspectives on the topic. As such, we found a
wide breadth of interpretations and a range of
practices surrounding innovation procurement.

“How you make purchases can have a
significant impact on what gets bought
and delivered…there’s lots of interest in
procurement and people trying to overlay
their values on top of the procurement
process.”
—Municipal government interviewee
Across existing literature and in practice, there is
semantic spillover between understanding it as the
procurement of innovative solutions (new goods
and services that governments or departments
have not yet tried) and understanding it as
innovative ways to procure. In expert interviews,
we often heard that what is considered innovation
in one jurisdiction might be common in another.
Existing definitions of innovation procurement
often focus on the purchase of innovation
solutions.
++ In the MGCS Interim Broader Public Sector
(BPS) Primer on Innovation Procurement, it
is defined as “the purchase of solutions that
do not exist in the market, or need to be
adapted or improved to meet specified needs
and create value for users and the procuring
organization.”4
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++ The OECD defines the “public procurement for
innovation” as “any kind of public procurement
practice (pre-commercial or commercial) that
is intended to stimulate innovation through
research and development and the market
uptake of innovative products and services.”5
However, based on our interviews and discussions
to date, we found that what practitioners inside
and outside of government often perceive to be
innovation procurement does not always align with
these definitions. In practice, understandings of
how innovation procurement is defined are much
broader.
For the purposes of this report, we use the term
“solution” to describe goods and services as
well as consulting and construction services that
are the subject of a procurement. There is some
variation in the way these are described by expert
interviewees and stakeholders, since they are set
out in the procurement policy or bylaw for each
municipality or procuring body.
Additionally, we use the term “procurer” to refer to
government business units responsible for leading
purchases across all levels of government.
Different interpretations of the term “innovation
procurement” result in a wide range of practices
and approaches. While we present four possible
interpretations below, they are not mutually
exclusive and can reflect the objectives of
procurement practitioners in any number of
combinations. See What’s Out There: Emerging
Models for Innovation Procurement for possible
applications.
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I n t er pr etat ions
I n novat ion

of

proc u r e m en t

Innovation procurement can be
understood as practices that increase
cross-sector and cross-jurisdictional
collaboration in procurement
processes and open more
opportunities for sharing solutions.
“A huge part of innovation in municipalities
is partnerships.”
—Municipal government interviewee
“We came to realize that our challenge isn’t
to invent new things, the challenge was to
scale across cities.”

Innovation procurement can be
understood as the co-creation of
solutions.
“When you don’t have a solution
available on the market, and you have
to engage market to develop new
solutions…you can’t commit yourself
to a result because of the uncertainty
inherent to [co-development]. It’s
something that you can’t always control.”
—Non-government expert interviewee

—Non-government expert interviewee

Innovation procurement can be
understood as practices that make a
procurement process more flexible
and iterative.

Innovation procurement can be
understood as the procurement of
new technology or of solutions that
do not (yet) exist on the market.
While “new solutions” can include
any types of solutions that do not
exist on the market, there is currently
a strong focus on technology-centred
solutions.

“I would look at innovation procurement
as different ways of trying to source a
product or service that moves away from
the traditional contract A, contract B, public
procurement law that we have…How do we
build the allowance for vendors to actually
propose stuff? How are they building and
using whatever [we] happen to need?”

“We’re pretty sure we can bring this process
into the digital age and improve outcomes.”

—Municipal government interviewee

—Legal expert interviewee

“[I define innovative procurement as]
a process not traditionally used for
procurement.”

“We’re not talking about buying pencils
or computers. We’re talking about buying
complex products that have a unique
long-term component to them, and real
differences to the services provided.”

—Legal expert interviewee

—Academic expert interviewee
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PROBLEM-BASED PROCUREMENT
While innovation procurement is defined quite
broadly, one approach that has been gaining
traction among procurers is problem-based
procurement, particularly for complex and nontraditional processes and solutions. Problembased procurement uses more high-level problem
statements and outcomes (as compared to more
narrow and prescriptive procurement approaches)
with the aim of opening up the bidding
process to a larger community of suppliers and
generating more proposals. The intent is to avoid
specifications that are too rigid and narrow, which
could prevent vendors from proposing innovative
ways of delivering outcomes.
“Problem-based procurement” and
“challenge-based procurement” are often used
interchangeably to refer to approaches where
procurers outline the challenges and the needs
(rather than prescribing a solution), and invite
bidders to propose a variety of innovative
solutions. This is a guiding principle in the
Guelph Civic Accelerator, as well as programs
such as the federal Innovative Solutions program.
Other approaches centred on problem-based
procurement include Code with Us and Sprint
with Us by the Government of British Columbia,
the CivTech program in Scotland, the Digital
Fredericton initiative in New Brunswick, and the
Startup In Residence (STIR) model launched by the
Office of the Mayor in San Francisco (which has
also been adopted in jurisdictions including British
Columbia and Amsterdam).
While there is overlap between the terms
“problem-based procurement” and “challengebased procurement,” in the context of the MIX
initiative, the terms have been distinguished as
follows:
++ Problem-based procurement may only result
in one vendor being selected to work on a
problem.

6

++ Challenge-based procurement invites more
than one vendor to compete for better
outcomes using a challenge model.

O U TC O M E - B A S E D S P E C I F I C AT I O N S
With the growing significance of innovation
procurement and problem-based approaches,
outcome-based specifications are also becoming
more widely adopted. Outcome-based
specifications describe the end performance
or function expected from a solution; they
describe what should be achieved. The use of
these specifications is intended to create room
for flexibility in meeting specific procurement
needs. In response to the common feedback
from proponents that specifications that are too
prescriptive restrict their ability to offer innovative
solutions, outcome-based specifications focus on
performance and descriptions of what should be
achieved.6
In its Outcome-based Specification Guide, the
Healthcare Supply Chain Network (a Canadian
industry association of healthcare suppliers and
providers) shares a number of guiding principles
for developing outcome-based specifications,
including:
++ Ensuring that requirements such as staffing
level, years of training, insurance cover, and
the financial standing of the firm appropriately
reflect the size and complexity of the potential
solution and contract;
++ Considering how to include small- and
medium-sized firms by excluding requirements
that demand previous experience with public
contracts;
++ Specifying standards as necessary, as opposed
to including a standard list as routine; and
++ Avoiding descriptions of how suppliers should
meet desired outcomes.7
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I n novat ion

Proc u r e m en t ?
Innovation procurement is not exempt from
the overarching concerns of procurement more
broadly. Ontario cities designing innovative
procurement approaches are subject to the same
policies, bylaws, guidelines, and trade agreements
that govern procurement across the province and
within Canada. For instance, according to Ontario’s
Broader Public Sector Procurement Directive, all
procurement in the province must be accountable,
transparent, maximize value for money, deliver
quality service, and use standardized processes to
create a neutral environment in which all potential
suppliers have opportunities to fully participate.8

BUYING LOCAL
Federal, provincial, and municipal organizations, as
well as other broader public sector organizations,
are required to recognize trade agreements. As
of the writing of this report, the most recent
agreements to be introduced are the Canada-EU
Comprehensive Economic and Trade Agreement
(CETA) and the Canadian Free Trade Agreement
(CFTA), both introduced in 2017. The United StatesMexico-Canada Agreement (USMCA), which
has been announced and will replace the North
American Free Trade Agreement once ratified, does
not contain government procurement provisions
that apply to Canada.9 As such, procurement
between Canada and the US will continue to
be governed by the World Trade Organization
Agreement on Government Procurement after the
ratification of the USMCA.

W h a t ’ s i n t h e MI X

At a high level, CETA focuses on trade more broadly
between EU member states and Canada; in the
context of government procurement, it aims to
widen the scope of opportunity for procurement
of potential solutions from the EU. Procurement
obligations outlined in CETA, in line with other
international and trade agreements, are based
on the principles of non-discrimination, equal
treatment, accountability, and transparency. To
adhere to principles of open competition and
free trade, procuring bodies from both Canada
and the EU, including sub-regional actors, are
required to treat all goods, services, and suppliers
equally. Under CETA, EU suppliers are able to bid
on public tenders issued by Canadian provinces
and municipalities. While these provisions allow
government procurers to access more potential
suppliers across the EU as well as Canada, this also
poses some challenges to innovation procurement.
From interviewees, we heard that this can
include navigating differences in privacy laws and
technology standards between the EU and Canada,
as well as challenges to collaborative work such as
prototyping and testing related to distance, such as
travel costs and time zone differences.
The CFTA aims to reduce barriers and provide equal
opportunities to Canadian goods, services, and
suppliers. For instance, under CFTA, criteria that
favour goods and services from a specific province
or region in Canada is not permitted. Article 503.4
of the CFTA does contain permission to limit
procurements to Canadian vendors, as well as
favour Canadian value-add; however, in practice
this is subject to competitive bidding thresholds of
applicable trade agreements.10
Dollar thresholds set under CETA and CFTA
determine whether the provisions set out in
the agreements apply to a procurement. Any
procurements that have values less than the
amounts in the table below are exempt from
CETA and CFTA obligations. For example, the
purchase of goods and services under $365,700
and construction services less than $9.1 million are
exempt from CETA obligations.

7

CFTA and CETA Dollar Thresholds as of January 1, 2018

CFTA

CETA

Procurement type

Municipalities,
school boards,
publicly funded
academic, health,
and social services

Ministries and most
provincial agencies

Provincial agencies
of a commercial or
industrial nature*

Goods

$101,100

$25,300

$505,400

Services

$101,100

$101,100

$505,400

Construction

$252,700

$101,100

$5,053,900

Goods

$365,700

$365,700

$649,100

Services

$365,700

$365,700

$649,100

Construction

$9,100,000

$9,100,000

$9,100,000

*e.g., Liquor Control Board of Ontario, Workplace Safety and Insurance Board
Source: Information for Buyers, Ministry of Government and Consumer Services, Ontario

ALLOWANCES FOR FLEXIBLE
APPROACHES
In Ontario, municipal bylaws stem from provincial
guidelines and the Ontario Municipal Act. At the
provincial level, legislation and guidelines do not
directly suggest the use of flexible measures, but
neither are they outlawed outright, which suggests
considerable room for experimentation in the
application of procurement policies. The Ontario
government’s Procurement Guide for Publicly
Funded Organizations in Ontario does not specify
the use of a negotiated RFP, but it does state that a

8

Request for Information (RFI)11 may be used when
looking for solutions that are not available on the
market—or when there is a lack of clarity about
what is available—and when looking for “advice
for an innovative technological solution.”12
11 An RFI is a document issued to potential suppliers to collect
general supplier, service, or product information that could help
procurers better define a problem or need, as well as potential
solutions. It is strictly for information purposes and is not an
avenue to procure.

What’s in the MIX

Innovation procurement approaches are not
restricted by Ontario’s existing procurement rules
in the BPS Procurement Directive, as long as they
are conducted in a process that is fair, transparent,
and accountable to all stakeholders.13

Request for proposals (RFP)
An RFP document asks vendors to propose
solutions to address complex challenges.
This format outlines predefined evaluation
criteria and specifications, and is used when
the selection of a proponent cannot be made
only on the consideration of price.14

CO M P E T I T I V E B I D D I N G + A P P R OVA L
THRESHOLDS
It is important to consider that, in addition
to existing bylaws, policies, and guidelines,
competitive bidding thresholds dictate what can
be procured and the procurement instruments
available to procurers.

In the context of medium- to high-dollar
procurements, competitive bidding thresholds
usually require the use of a competitive
procurement process, which may be either
open or invitational.
Invitational Competition

This seems to be reflected in procurement
policies and bylaws for Barrie, London, and
Guelph, where the restrictions do not limit the
use of flexible formats and approaches, aside
from dollar thresholds. The City of Guelph’s
procurement bylaw states that, wherever possible,
the city will “develop specifications that are
not restrictive and allow for open competition
from the marketplace.”15 In the City of London’s
procurement policy, innovation and the use of
technology in procuring are encouraged, provided
that they “meet city specifications and industry
standards in order to ensure the utilization of the
most efficient and effective procurement processes
and practices.” Additionally, the City of London’s
procurement policy explicitly mentions “innovation
solutions” as a condition under which an RFP
process can be used.16 In the City of Barrie, the
procurement manual also seems to leave room
for requirements that “cannot be clearly defined
before the solicitation document is issued (i.e.,
proponents will be proposing creative solutions or
proponent specifications will be evaluated during
the competitive process)” when determining
solicitation formats.17
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An invitational competitive process requires
a minimum of three qualified suppliers to
submit a written proposal based on specified
requirements issued by the procuring
organization.
Open Competition
An open competitive process enables all
suppliers to compete in a fair and open
environment in response to a call for bids
from the procuring organization. The process is
meant to attract bids from the widest
possible range of suppliers to yield a higher
level of responses and provide procurers with
greater insight regarding market opportunities.18

9

Competitive Bidding Thresholds for Barrie, Guelph, London, and the Ontario provincial government
Ontario
Low-cost
procurements
include goods and
services valued at
less than $25,000.

Low or
medium-cost
procurement
thresholds

High-cost
procurement
thresholds

“Goods contracts
valued at $25,000
or more and service
and construction
contracts valued at
$100,000 or more
must use open
competition.”23

Barrie

Guelph

London

Low-cost
procurements have
a value of up to
$10,000.

Low-cost
procurements have a
value of $35,000 or
less.

Low-cost
procurements are
for amounts up to
$15,000.22

Goods, nonconsulting services
and construction
valued between
$10,000 and
$50,000 are subject
to an invitational
competition
process, with
a solicitation
document issued
to a minimum of
three suppliers.
This also applies to
consulting services
valued between
$10,000 and
$100,000.

For medium-cost
procurements valued
at between $35,000
and $100,000,
the city may use
competitive bidding,
single sourcing, or
sole sourcing (using
RFIQ19 , RFP, RFQ20
and RFT21 ).

For procurements
valued between
$15,000 and $50,000,
an informal request
for quotation should
be used to obtain
three written bids
obtained from
separate suppliers.

Procurement
of goods, nonconsulting services,
and construction
valued at $50,000
or more are
subject to an
open competition
process.24

For high-cost
procurements with
a value of over
$100,000, the city
may use competitive
bidding through an
RFP or RFT.25

High-cost
procurements are
valued at over
$50,000.

Consulting
contracts of any
value are required
to use competitive
tendering.
19 A Request for Informal Quotation (RFIQ) is a document used
to request informal quotes for supplying goods or services where
defined requirements for a clear solution are provided in the
request.
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20 A Request for Quotation (RFQ) is a document used to solicit
quotes from potential suppliers where procurers provide defined
requirements for a clear solution.
21 A Request for Tender (RFT) is a document used to solicit
supplier responses for goods or services where a clear solution
has been identified. As such, RFTs typically focus on price and
delivery requirements.
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Any contract
requiring approval
from the Ontario
Municipal Board.
Any contract
prescribed by
statute to be made
by city council.

Purchases
requiring
city council
approval

Where the
procurement
by-law is being
waived.
Where there is
an irregularity
or unresolved
challenge in
connection with
the procurement
process and the
award of the
contract is likely to
expose the city to
legal, financial, or
reputational risk.

Medium-cost
procurements that do
not have an approved
council budget must
be approved by city
council and the CAO26
or Deputy CAO.
High-cost
procurements that do
not have an approved
council budget must
be approved by city
council, the CAO or
Deputy CAO, and
the General Manager
Finance.

RFPs greater than
$100,000.
RFTs greater than
$3,000,000.
Sole source
procurements greater
than $50,000.
Professional
consulting services
greater than
$100,000.

26 Chief Administrative Officer of the city.
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Ma n a g i n g

R isk

“It’s about managing risk, not avoiding
it. You can never avoid it. How you can
manage to do that and have a successful
process without compromising.”
—Municipal government interviewee

While risk management is not reflected in existing
rules or legislation, it is a major consideration
in every procurement. A common theme across
existing literature, as well as interviews conducted
for this research, identifies government risk
aversion as a significant barrier to innovation
procurement. However, interviewees and
stakeholders also noted that pointing only to “risk
aversion” may be an oversimplification. Rather
than avoiding risk at all costs, challenges for public
procurers are centred on managing new kinds of
risks related to innovation. The increased emphasis
on collaboration and flexibility, and the RFP
approach itself, point to more shared responsibility
between the public and private sectors, which also
means sharing the risk presented by procurement
processes. Particularly from the perspective of
procurement offices, risk transfer and management
is at the core of all procurement efforts.
Procurement processes become more risk-laden
if government procurers do not assign the right
risks to the right supplier, or if there is no clear
understanding of who retains which risks.

for delivering essential public services—this risk is
both reputational (involving the potential erosion
of public trust in government), and operational
(in potential impact on service delivery). As such,
requests for proposals must begin with a clear
understanding of which responsibilities private
sector partners are able or unable to deliver on.
Two other risks that are the sole responsibility
of government include any risks associated with
Indigenous claims, and environmental assessment
risks—from potential impacts on communities to
preserving heritage sites.28
Risks that governments are able to transfer to or
share with a private sector partner include:
++ Risks associated with the design or
development of solutions, including ensuring
that the solutions fall within specifications and
existing rules;
++ Construction risk;
++ Risks associated with financing projects;

There are a number of risks that governments
are not able to transfer to suppliers. Among
these, the predominant risk is the political risk of
failure. While failures in business can occur even
in the best of circumstances, failures associated
with governments almost always carry political
consequences.27 Governments are held responsible
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++ Market risks associated with sales or leasing;
and
++ Risks associated with responsibility for
management and operating costs.29
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Ex p l o r i n g
Proc u r e m en t
A p p r o ac h e s
F l e x i bl e

+

For m ats

BIDS
WELCOME

LOW-COST PRO CUREMENTS
Procurement thresholds are the defining boundary
between the scale and formality of procurement
processes. Below the organization-specific
thresholds, low-cost and sometimes mediumcost procurements are subject to fewer advertising
and process requirements, although obtaining
competitive quotes is often considered to be good
business practice. As such, the overall process
of low-cost procurements tends to be subject to
shorter timelines.

F L E X I B L E R F P F O R M AT S
For medium- to high-value procurements where
competitive processes are required, flexible RFP
formats are becoming more widely adopted. In
Canada, there is currently no fixed list of formats
that limits a government procurer’s options
for conducting an open competitive process.
Existing literature describes a growing trend of
flexible formats with several stages and dialogue
between suppliers and procuring organizations.
In practice, this is reflected in burgeoning interest
from policymakers and practitioners both inside
and outside of government in problem-based
procurement and flexible RFPs for fostering
competitive innovation.30

What’s in the MIX

Flexible formats help procurers seek out solutions
based on pre-identified government objectives,
criteria, and process rules. They help government
procurers strike the right balance between
innovation and competition, and are a way for
suppliers to propose solutions to government in
contrast to government procurers approaching the
market with predetermined solutions. They are
also a way to facilitate discussions that help refine
potential solutions against transparent criteria
before a solution is selected and contract award is
negotiated. In particular, experts have pointed to
flexible RFP formats as a way to adapt to quickly
changing technology solutions.
In flexible formats, treating suppliers in a fair and
equitable manner, and confidentiality regarding
solutions are important. The processes must
be thoroughly documented for the purposes of
auditing and dispute resolution; a fairness monitor
can be engaged to ensure that each supplier is
being given the same information and opportunity.
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A. Traditional
RFP Process

B1. The Negotiated RFP Process

Assess
need

Assess
need

Assess
need

Analyze
market

Analyze
market

Analyze
market

Plan approach
to market +
evaluation

Plan approach
to market +
evaluation

Plan approach
to market +
evaluation

Issue RFP

Issue RFP

Issue RFP

Approach market
+ select supplier

Approach market +
rank proponents

Approach market +
rank proponents

Award
contract

Negotiate

Manage
contract

Evaluate responses
+ select preferred
supplier

The major differences are
highlighted in pink.

B2. The Negotiated RFP Process

Concurrent / “Best-and-Final-Offer”

Best and final offer stage

In contrast to the traditional
RFP process, the procurement
processes for the competitive
dialogue, innovation
partnership, and negotiated
RFP approaches are carried
out differently.

Consecutive / “Rank and Run”

Negotiate with
shortlisted proponents
(concurrent)

Receive best and
final offers

Award
contract

Final ranking with
consecutive
negotiations

Manage
contract

Evaluate responses
+ select preferred
supplier

Award
contract

Manage
contract
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C. Competitive
Dialogue Process

D. Innovation
Partnership Process

Assess
need

Assess
need

Analyze
market

Analyze
market

Plan approach
to market +
evaluation

Plan approach
to market +
evaluation

Issue RFSQ

Issue RFP

Approach market +
shortlisted suppliers

Explore + design
solution

Develop solutions
with shortlisted
suppliers

Create prototype

Specify
requirements

Test prototype

Issue RFP

Commercialize
solution

Evaluate responses
+ select preferred
supplier

Award
contract

Award
contract

Manage
contract

Manage
contract
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A. Traditional RFP

Consecutive Negotiation RFP (Rank-and-Run)

An RFP document asks vendors to propose
solutions to address complex challenges. This
format outlines predefined evaluation criteria and
specifications, and is used when the selection
of a proponent cannot be made only on the
consideration of price.31

The consecutive negotiation RFP allows proposals
to be ranked based on both price and non-price
factors, and typically ends with a contract award
to a top-ranked proponent. If the parties involved
are not able to agree on terms, the procuring
organization can move down the ranking list to
negotiate with the next-ranked proponent.35

In a traditional competitive procurement process,
a procuring organization identifies the solution
that is required, describes that solution in detail,
and invites proponents to bid for the opportunity
to provide it. In other words, government defines
a solution and seeks out the most appropriate
vendor to provide it.
B. Negotiated RFPs
Broadly, negotiated RFPs are used for complex
procurements where solutions exist in the market
and procuring organizations have the flexibility to
work with proponents to discuss the terms of their
agreement.32 Canadian procurement experts have
suggested that negotiated RFPs are an emerging
standard following the Canadian Supreme Court
decision in M.J.B. v. Defence Construction that
confirmed that procuring organizations are able to
exercise their freedom to use traditional contract
law to negotiate flexible and low-risk competitive
bidding.33
Negotiated RFPs can help procuring organizations
create a regulated environment where both they
and the supplier can refine project details and
objectives, clarify contractual responsibilities,
and address any potential risks before signing a
binding agreement.34 They are particularly helpful
as an alternative to traditional RFPs because they
give both procuring organizations and suppliers a
chance to refine solutions to better suit procurer
needs and therefore get the best value for the
purchase.
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Concurrent Negotiation RFP (Best-andFinal-Offer)
After a preliminary screening process of proponents
to identify finalists, the concurrent negotiation
RFP approach allows parallel discussions to take
place between the procuring organization and
shortlisted proponents. When this dialogue phase
ends, the shortlisted proponents are invited to
submit their best and final offers, which are ranked
to determine which will be awarded the final
contract.36
In comparison with competitive dialogue (below),
the Best-and-Final-Offer format requires the
procuring organization to create specifications
and issue an RFP before the negotiation stages.
Additionally, it differs from the Rank-and-Run
format, which only allows procurers to negotiate
with one proponent at a time. The Best-and-FinalOffer approach allows procurers to simultaneously
consider and compare bids, which can also be
iterated upon before a final ranking decision is
made. In contrast with the Rank-and-Run format,
this format is a two-stage process. The second
stage focuses on the shortlist of suppliers (or the
top supplier), allowing them the opportunity to
revise their proposals in specific areas (e.g. cost).
These revised proposals become the best and final
offers, which are then subject to final evaluation
before the selection of a proposal.
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C. Competitive Dialogue

D. Innovation Partnership

Competitive dialogue is a multi-stage procurement
process that enables procuring organizations to
thoroughly discuss each aspect of a procurement
with suppliers before creating detailed
specifications and before inviting full tenders or
proposals from suppliers.37 In contrast to the Bestand-Final-Offer RFP, procurers using competitive
dialogue do not issue an RFP until specifications
have been developed with suppliers. Competitive
dialogue is useful where procuring organizations
have a complex procurement in which they sense
what their needs are but are unsure if those needs
can be met.

In innovation partnerships, procuring organizations
work with one or more proponents to research
and develop—and purchase—a solution that
meets an identified need. This approach can be
used to create an entirely new solution, or modify
existing solutions. Collaborating with suppliers to
work through phases of exploration, design and
development, prototyping, and production of a
solution allows risks and rewards of the process to
be shared, and supports the uptake of innovations
in cities.41

This format can vary in methodology, particularly
when it is used in different jurisdictions with
different regulatory contexts. The competitive
dialogue process was initially developed in the
EU.38 In Ontario, competitive dialogue usually starts
with an open competitive Request for Supplier
Qualification (RFSQ) to build a shortlist of vendors
that will participate in a dialogue process.39 At a
high level, the RFSQ describes the procurer’s needs,
the estimated value of the procurement, evaluation
criteria, and the treatment of intellectual property
and ownership. Potential solutions are submitted
by suppliers and refined throughout the dialogue
process. Based on the terms in the RFSQ, predefined criteria can be used to reduce the number
of suppliers in each round of dialogue.

Innovation partnerships are useful for procuring
organizations as they allow procurers to
work directly with proponents to co-develop
solutions and potentially meet more specific
criteria. However, the invention or co-creation
of new solutions carries a number of additional
considerations and challenges, from designing
clear evaluation criteria for each phase to ensuring
a level playing field for proponents. Innovation
partnerships may have much longer timeframes
than other formats. Since the approach is based on
a set of staged procurements where the outcomes
of each stage determine the next steps, there is a
chance that a final product might not be created or
that it will not match initial expectations.

During dialogue sessions, all aspects of the
procurement contract can be discussed, including
commercial requirements and technical terms. The
sessions continue until the procuring organization
has identified the solution that best meets its
needs. The procuring organization then formally
closes the dialogue and finalizes the requirements,
and invites suppliers to bid on the resulting
contract opportunity using an RFP. This RFP stage
can be an invitational process that involves only
the suppliers remaining at the end of the dialogue
stage, or an open competitive process.40

What’s in the MIX
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W h at ’s

Ou t

E m ergi ng
for

T h er e:

models

i n novat ion

proc u r e m en t

In this section, we have highlighted a number of
interesting and emerging approaches that reflect
work that is being done in Canada, the US, and
the EU to both innovate procurement processes
and procure new solutions. While this is not a
comprehensive list of existing models, it aims to
be illustrative of the different types of innovation
procurement that have been put into practice.

Innovation procurement can be defined as:
Innovation procurement can be understood as practices that increase cross-sector and
cross-jurisdictional collaboration in procurement processes and open more opportunities
for sharing solutions.
Innovation procurement can be understood as practices that make a procurement process
more flexible and iterative.

Innovation procurement can be understood as the procurement of new technology or of
solutions that do not (yet) exist on the market.

Innovation procurement can be understood as the co-creation of solutions.
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STARTUP IN RESIDENCE (STIR)

What is it?
STIR is a 16-week program that connects startup companies with government agencies to create
technology-centred solutions to solve civic challenges. The program was launched by the Mayor’s
Office of Civic Innovation in San Francisco in 2014, and has grown to include about 30 government
partners, including cities such as Amsterdam, states and provinces including British Columbia, metro
transit authorities, and regional planning authorities.
What challenges does it aim to address?
The STIR program aims to help government procuring organizations access a growing market of
technology-based solutions, enable startups to build their understanding of how to work with
government customers, and empower government actors to experiment with new approaches
to civic challenges.42 STIR participants worked with government agencies to tackle a number of
civic challenges that include: creating chatbots to simplify procurement processes, using mapping
technology to provide services to people in need, creating visualizations of data from community
centres, and streamlining the process for people to become foster parents.43
What types of solutions?
Companies that are accepted into the STIR program typically offer technology-based solutions
including software, mobile apps, and information technology hardware to address challenges
in predetermined challenge areas. For example, STIR San Francisco’s 2019 cohort will include a
“mobility track” of civic challenges centred on transit including managing customer experiences
in stations and bus stops, reducing travel times, and providing online training for public
transport operators.44
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How does it work?
STIR is an alternative approach to the RFP competitive bidding process that does not require changes
to existing procurement rules. The program aims to make it easier for startups to work with cities.
It facilitates problem-based sourcing of solutions and presents the competitive bidding process in
a more user-friendly way. The STIR application for startup companies is deliberately designed to
resemble an application to an accelerator rather than a traditional RFP document.45
A page from the 2017 STIR RFP.

At the end of the program, startup companies are able to move directly into competitive contract
negotiations with the city.
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SPRINT WITH US

What is it?
Sprint With Us is a project run by the Government of British Columbia under the BC Developers’
Exchange, which is committed to experimenting with new ways for government to work with the
tech community to deliver better services. It is a procurement model that enables the provincial
government to bring on agile sprint teams for IT projects.
What challenges does it aim to address?
The agile model used by Sprint with Us aims to introduce open source IT products into government,
reducing the long-term service contracts that have typically restricted governments. This allows
procurers to iterate on the solution as needs change or new partners emerge, and reduce
communication barriers between procurers and suppliers by directly allowing both to work together
to co-design IT solutions.
What types of solutions?
Sprint With Us focuses on the creation and adoption of IT solutions for government. Products are
created by interdisciplinary teams with skills including front-end and back-end development, user
experience research and design, security engineering, agile coaching and delivery management,
technical architecture, and DevOps engineering.
How does it work?
Interested teams must apply through an RFQ to become qualified suppliers in order to participate
in Sprint with Us opportunities, proving that they have the capabilities listed above. After becoming
qualified suppliers, they become eligible to apply to an RFP. Both RFQ and RFP forms have been
designed to be filled out online on the Sprint with Us website. Active projects and opportunities are
also posted on the website, along with a description, a dollar-value, location, and whether in-person
work is required.
Supplier teams work closely with trained government product managers and use agile phases,
starting with understanding the business problem and then building a proof of concept to
demonstrate the feasibility of the solution before building the solution itself in the implementation
phase. The supplier team is able to charge a fixed price for each phase of the project.46
Off-ramps are built into contracts under Sprint With Us that protect the product from being derailed.
For example, if the supplier is not performing their responsibility to the specified product roadmap,
the government partner is able to procure another team since all coding done with the government
is developed through an open source license.
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Who owns the intellectual property?
Supplier teams own the code for their solutions. However, all solutions that are created under Sprint
With Us are published in GitHub under an open source license, and are openly available for other
organizations and governments to access and adopt.

PRE-COMMERCIAL PROCUREMENT

What is it?
Pre-commercial procurement (PCP) is an approach to procuring R&D that is primarily used in the EU.
Public procurers buy R&D from competing suppliers to identify the best value for money solutions
that can address their needs.
What challenges does it aim to address?
This approach addresses barriers to entry into public procurement markets, and helps government
procurers and suppliers share the risk burden of purchasing new tech solutions. Through PCP, local
firms can increase their competitiveness and potentially attract new investors, and public procurers
are able to test new and innovative solutions.47
What types of solutions?
PCP primarily focuses on developing technological solutions to address societal challenges such as
healthcare and wellbeing, security, clean energy, and climate change.
How does it work?
Typically, market sounding to gauge supplier interest takes place at the outset of the process, after
which procurers can use an open or invitational competitive process to engage suppliers.48 The
PCP approach is a separated into phases: solution design, prototyping, original development, and
validation and testing, with the number of suppliers reduced at the end of each phase.49 The process
tends to cover the development of solutions.
The purchase of the solutions produced in PCP, as well as other solutions that may address the
problem that procurers are hoping to solve, happens in a separate process that is referred to as the
public procurement of innovation (PPI). The separation of PCP and PPI is intended to allow room for
competition from companies that have developed potential solutions outside of a PCP process, and
avoid issues around foreclosing competition and crowding out other R&D financing sources.
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The Phases of the Pre-Commercial Procurement Model

Source: Pre-commercial Procurement: Driving innovation to ensure sustainable high quality public services in Europe

Who owns the intellectual property?
Suppliers retain ownership rights over intellectual property, while procurers keep some usage
and licensing rights.

What’s in the MIX
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CITYMART

What is it?
Citymart is an online platform that aims to help municipal governments procure and deliver better
services by connecting them to solutions, projects, and peers globally, and focusing on challengebased procurement models. Citymart is based in New York City, and the online platform is available
globally to interested municipal governments.
The platform shares case studies and increases exposure to innovative solutions and problem-based
procurement approaches in order to build capacity for innovation among government procurers.
Citymart also works with cities to surface vendors beyond the “usual suspects,” building a larger and
more diverse pool of potential solutions.
What challenges does it aim to address?
Citymart was created to address barriers to sharing and scaling innovative solutions faced by cities.
It was formed on the premise that there are opportunities for cities to adopt solutions that already
exist in the market or solutions that have been used by other cities around the world.
How does it work?
To guide problem challenges, Citymart offers support to cities at various points in the procurement
process, from launching a challenge to connecting with vendors with potential solutions. It offers
two integrated products:
++ Opportunity Builder: software that helps cities craft questions, explore global solutions, share
learnings with other cities, refine proposal documents, and engage a database of potential
vendors. The Opportunity Builder helps government partners generate the first draft of the RFI
and RFP processes.
++ BidSpark: a platform that allows cities to post projects to potential suppliers and see solutions
that have been posted by suppliers.
CityMart’s platform also includes a solutions database in which suppliers can post their existing
solutions free of cost.
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Citymart’s Platform Offerings

Source: Citymart
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DIGITAL FREDERICTON

What is it?
Digital Fredericton is a multi-year initiative run by the City of Fredericton in New Brunswick. It aims
to transform the way that internal government operations run and improve the user experience
of city services.50 Digital Fredericton seeks to adopt modern government business solutions using
technology-based solutions and innovative approaches. Approaches ideally use well-integrated
systems (such as dashboards displaying key metrics), draw on best practices, and are user friendly
and cost-effective.51
What challenges does it aim to address?
Digital Fredericton aims to reduce barriers for people using public services in the city and for firms
that might have interest in working with the municipal government. Internally, the initiative is also
working to adopt more tech solutions and more collaborative ways of working within government.
What types of solutions?
The initiative focuses on three categories of business improvements centred on technological
innovation:
++ Core systems, focusing on the way that city staff work with internal systems, tools, and IT
infrastructure;
++ E-government, focusing on how users connect and engage with city services; and
++ An innovative connected community, focusing on making data more open and enabling online
collaboration with the public to increase government transparency.52
Digital Fredericton seeks out any solutions tied to these categories—while this includes tech, it also
invites other solutions such as business and consulting services.
How does it work?
In June 2017, the City of Fredericton issued an RFP to invite potential suppliers to work with the City
to develop solutions to advance its smart city goals. While the document had a stipulated end
date, the challenge remains open to companies that might have solutions to offer the City. Specific
challenges posted on the Digital Fredericton website include how the City might use open data to
highlight issues that communities face, how to better understand people using targeted services,
and what data collection or additional services could be provided by waste management trucks.53
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Across the approaches that we have seen in the
course of this research, there appear to be key
commonalities: in addition to adopting problemor challenge-based procurement approaches and
outcome-based specifications, most models focus
on how government procuring organizations can
build stronger relationships with smaller firms,
more quickly and effectively adopt tech-based
solutions and connect with tech talent, and find
ways to open-source or scale solutions. Many
existing models follow similar principles, such as:
The Build in Canada Innovation
Program (BCIP)
The BCIP is a federal first-purchase program that
matches suppliers with tech-based solutions
to government departments. It helps potential
suppliers move solutions from the final stages
of R&D to the market, and allows government
procurers to test potential innovative solutions.54
Once approved to participate in the BCIP, suppliers
can be awarded a contract of up to $500,000 for
non-military solutions or $1 million for military and
defence-focused solutions.
The AI Justice Challenge
InnovateBC, the Ministry of Citizens’ Services,
and the Ministry of Attorney General in British
Columbia have partnered to create a challenge
engaging the innovator community to use artificial
intelligence-based solutions to provide people with
better access to the justice system. The challenge
seeks out solutions including a smart online
guide to help people complete forms easily and
accurately and which responds to people in their
preferred language, an auto-transcriber for fast and
more cost-effective transcription, and a chatbot to
provide legal guidance and information.55
The CivTech Program
As a component of the Scottish Government’s
Digital Directorate, the CivTech program works
with government agencies to define problems
and release them as challenge briefs on which
potential suppliers can bid. Shortlisted suppliers
are paid to further develop their proposals with
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the government agency—which is referred to as
the challenge sponsor. Afterward, the successful
supplier is invited into an accelerator stage where
they work directly with the challenge sponsor
to develop a minimum viable product, with the
eventual goal being a larger contract and extended
relationship with the challenge sponsor.
CoProcure
CoProcure is a US-based startup that works to
connect government procurers with startups and
small businesses. It works with government staff
to help them identify, purchase, and share techbased solutions through cooperative purchasing
approaches.
It is interesting to note that innovation in
procurement does not always take the form of a
discrete model or platform and can be reflected
in internal shifts in process. One example is an
approach used by the City of West Hollywood’s
innovation team, which uses bench contracts56
to procure services from a pre-qualified list of
vendors. The City of West Hollywood’s innovation
team identified long procurement timelines
as a challenge to connecting city staff with the
innovation, technology, communications, and
creative talent that they needed.57 To address this
barrier, they issued a request for qualification for a
set of suppliers to provide support on innovation
and communications products. They received
about 60 submissions and awarded 10 contracts.
As a result, staff are able to request a scope of work
from suppliers when support is needed, select a
supplier, and issue a purchase order in two to four
days. In contrast, initiating a new procurement
process often takes two to four weeks. This
approach also gave the city opportunities to work
with smaller firms and suppliers that might not
have been able to compete for larger projects
and to build those firms’ capacity to work with
government partners.

56 A “bench” of suppliers is a group of suppliers that have
already undergone a competitive process and been awarded an
RFQ to provide solutions to the procuring organization.
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With the lens of exploring innovation
procurement opportunities and
challenges in municipalities, we mapped
insights from our research across highlevel procurement processes. In the
course of this work, we found that
opportunities and challenges exist at
each stage. While these insights are
not comprehensive, they represent
the breadth of experiences shared by
stakeholders and expert interviewees.
The procurement process is complex
and involves a number of entities
beyond procurement offices, including
but not limited to the business unit (the
department that is driving the purchase)
and other affected departments, such
as information technology and legal
departments. While business units are
engaged and lead the initiative from
beginning to end, procurement offices are
looped in after the needs assessment and
market research stage.

“The biggest challenge is getting
procurement [offices] involved early
on…Some people think it’s the last
stop but it should be the first to
have a collaborative process and
to guide the process to get a better
result.”
—Municipal government interviewee
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Government leaders could better
support cultural shifts and
organizational acceptance of the
risks associated with innovation.
Approaches that emphasize rapid
sharing of working solutions
could be time- and cost-saving
(vs. reinvention).

Unsolicited proposals + pilots
present an opportunity to learn
about what’s on the market,
although in a limited fashion.

There is potential to build sharing
and collaboration into the
process (e.g. does another
organization have similar needs?)

To learn more about existing
solutions + suppliers, procurers
could explore mechanisms such
as reverse trade shows.

ASSESS
NEED

ANALYZE
MARKET
Plan approach to
market + evaluation

Managing new kinds of risk
related to innovation.

Cities can be strapped for
resources when it comes to
market research.

Procurer risk aversion can pose
challenges to adopting and
implementing innovation
procurement.

Suppliers are unaware of city
challenges and do not position
solutions accordingly.

What is meant by “innovation
procurement” is not always
clear.

Unsolicited proposals challenge the
fairness of the procurement
process.
Being a first adopter is a
risk-laden endeavour.
Pilots are used to experiment
outside of the procurement
process, but they are hard to
regulate + challenge fairness.
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Opportunity to start low-risk
experimentation with lower
value purchases or pilots.
Explore possibility of using a
problem-based approach.

ilots
learn
ket,
hion.

Government agencies are
interested in buildg relationships
with SMEs and startups to attract
potential suppliers.

ing
curers
ms such

Opportunity for collaborative
efforts or invention and
co-design.

n approach to
et + evaluation

to

city
sition

allenge the
ent

Potential for multiple
stages of contracting.

AWARD
CONTRACT

PROCURE
SOLUTION
Release RFP

Build off-ramps in a process to
refine a problem or test alternate
solutions.

Opportunity for
working solutions to be
shared or scaled.

MANAGE
CONTRACT

Approach market +
select supplier

Procurement rules + competition
thresholds dictate what can be
procured and the tools available.

In co-creation or R&D processes,
a solution or partnership may not
operate as expected.

LEGEND
INSIGHTS

Which solution is needed is
not always clear, or the right
solution may not exist.
Long, complex, and formal
procurement processes can be a
disincentive for suppliers.

ment
nt
d to
ess.
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ENTITIES INVOLVED

Opportunities

Business unit

Challenges

Procurement office

Connections
between
challenges +
opportunities

Legal office
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TA K I N G A N I N C R E M E N TA L A P P R O A C H
TO I N N O VAT I O N
With the lens of exploring innovation procurement
opportunities and challenges in municipalities, we
mapped insights from our research across highlevel procurement processes. In the course of this
work, we found that opportunities and challenges
exist at each stage. While these insights are not
comprehensive, they represent the breadth of
experiences shared by stakeholders and expert
interviewees.
Managing new kinds of risk related to innovation
can be a challenge for procuring governments.
Expert interviewees noted that the directives
for innovation procurement often emerge from
the political level. We also heard that procuring
organizations may wrestle with the question of
whether or not government actors should play
the role of “first adopters”—or at least open
supporters—when it comes to solutions new to the
market. While being “first” would reflect positively
on the capacity of government to innovate, it is
also a risk-laden move to adopt solutions that are
relatively untested. There is no consensus from
different organizations and departments on what
role government procurers should play in this case;
however, there is a shared sense that government
procurers should have some controlled space
to experiment with approaches and solutions,
manage risk, and anticipate new challenges related
to innovation.
Taking an incremental approach to innovation
can be one way to test tools and approaches and
to manage risk: it can be beneficial to start with
low-cost procurements to explore opportunities
and constraints before trying more formal highercost, higher-risk procurements. For instance, we
heard from expert interviewees that a number of
practices focused on innovation procurement are
happening at the level of lower-cost procurements
that fall below open competition threshold
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requirements. Research from the EU found that
small- and medium-sized enterprises, particularly
startups, were interested in smaller value
contracts but were wary of being overburdened
with paperwork.58 While many innovation efforts
are focused on the more complex high-value
procurements, one insight that has emerged from
this research is that the work taking place in the
realm of lower-cost procurements should not be
overlooked.

“Where we have innovative tools, we
need a process guideline of how the tools
work and the risk assessment—what do
we need to watch for? Are there lessons?
[We need] a bit of a risk lens, and a legal
lens on it as well. Is it how to implement
and use these new tools? There’s not a lot
out there that tells us how to use them.”
—Municipal government interviewee
We have heard from expert interviewees that
while low-cost procurements can help both
procuring organizations and suppliers avoid a
longer competitive process, this approach also
raises concerns about fairness, since there are
fewer chances for other suppliers to participate.
These concerns can be compounded when
procurement offices are not included the process.
From interviews, we heard that business units
tend to include procurement offices only when
stipulated by process guidelines in an effort to
avoid additional paperwork and red tape. Lowcost procurement experimentation is happening
in business units while procurement offices are
usually engaged in higher-value processes that
require formal RFPs. For business units that are
looking to procure an innovative solution or
approach procurement in an innovative way,
looping in procurement offices early on could be
seen as an opportunity to better manage risk and
share learnings that could be applied in future
work.
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THERE IS MORE SPACE FOR
E X P E R I M E N TAT I O N AT T H E M A R K E T
R E S E A R C H S TA G E

feel prepared to bid, not just the ones that are
geographically close, or have more access to
relevant information or connections.

Market research is carried out differently across
sectors, jurisdictions, and departments. Expert
interviewees noted that thorough market research
is critical, for instance where procurers might
need to verify whether a solution to an identified
challenge already exists. However, we heard that
this can be a challenge for a number of reasons:
cities are often strapped for resources to dedicate
to market research and, particularly in the context
of innovative solutions, it is not always clear how
much needs to be done or how. Available solutions
change quickly, and new ones are constantly
entering the market, so the search for solutions—
and the ways in which they are procured—needs
to be flexible and iterative. Market research is a
key consideration in determining whether the
selected procurement approach is suited for a
given challenge, and useful in deciding whether
an existing solution should be adopted or a new
solution should be developed. On this topic,
we heard from interviewees that the need to
invent solutions is a rare one. Since many cities
share similar challenges, they do not need to
independently solve the same problem with a new
invention each time.

In the emerging practices of innovation
procurement, conflicts of interest can arise when
engaging with unsolicited proposals from vendors
that are eager to share their solutions. While
unsolicited proposals challenge the fairness of the
process, they can be a partial stand-in for market
research, since they allow cities to gain some
understanding of solutions that are on the market.

“Somebody comes to you and sells you
something that nobody else has. It may be
true at that point, but I won’t sign a 20year agreement. I don’t know what’s going
to be around the bend in a year. I want to
research and make sure it’s true.”
—Municipal government interviewee
Expert interviewees mentioned that suppliers often
do not know what challenges cities are trying to
solve so they cannot develop or position solutions
accordingly. Insights drawn from interviews reflect
a need for government procuring organizations to
share information about challenges with a wider
set of problem-solvers. However, government
procurers often face tensions around how to
ensure that all of the right problem-solvers
are able to access information equally and
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“One challenge of being innovative is
startup companies and pilots where
companies approach us to work with
them on something…A competitive
process isn’t possible since it’s a one-off.
People try to make a case for a sole source,
but then there’s no way [for us] to level the
playing field.”
—Municipal government interviewee
Additionally, a number of expert interviewees
suggested that many challenges faced by
government procurers have existing solutions that
could be shared; for instance, another city might
have developed a solution for a similar challenge.
Interviewees suggest that an approach that allows
for rapid sharing of working solutions to deliver
the best possible services would be more timeand cost-efficient than reinventing solutions for
different jurisdictions. However, opportunities
for collaboration and sharing often need to be
designed and built into agreements from the start
of a procurement process to engage partners in a
meaningful and productive way.

At the local level, [we’re trying to] prevent
cities from making bespoke software city
by city, and creating a marketplace where
all the needs are the same. Cities should
be networking with other cities [to share
solutions]…How do we let [other cities]
know that we have this product and that
they can use it?”
—Non-government expert interviewee
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“How many procurements are being done
where two ministries are procuring the
exact same piece of software, but because
they don’t communicate, there are two
contracts going out for the same thing?”
—Provincial government interviewee
C U LT U R E B U I L D I N G I S A P A R T O F T H E
I N N O VAT I O N P R O C E S S
From interviewees, a recurring theme we heard
was centred on the evolving role of governments
as innovators: staff in business units, procurement
offices, and legal offices feel a constant pressure
to innovate while ensuring that public dollars are
protected and spent wisely and transparently. The
culture of procurement is driven and characterized
by the necessity of stringent risk management
balanced against a desire to innovate and test
new solutions and practices. There are further
challenges that stem from the complexity of
procurement, from differences in interpretation
of process guidelines to different ways that
subjectivity can affect implementation.

“People are being tugged in a lot of
directions; they’re told to be creative and
not to be boring, and also to not allow for
corruption.”
—Municipal government interviewee

“We’re the fairness monitor. We have to
play both sides [and] make sure everyone
is treated fairly. Look at the scores. If two
players did good work but one scores four
and one scores five, what happened? We
are the referees.”
—Municipal government interviewee
The definition of innovation procurement is not
always clear, nor is innovation procurement always
desirable or applicable to procurements across
all sectors and governments, or even across all
departments. The adoption and implementation
of innovation procurement is uneven and subject
to interpretation. As such, it may not be surprising
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that the often risk-averse culture of procuring
organizations was a consistent theme in many
expert interviews; one that appears to be woven
through both opportunities and challenges.
In examples across the US, EU, and Canada,
interviewees shared a variety of cultural barriers
from risk aversion to a perceived reluctance of
government organizations to explore space for
experimentation within existing boundaries.
From other interviewees, we heard that culture
did not pose additional barriers to innovation.
These differences in experience did not seem
to be tied to geography or level of government,
but to the presence of internal champions and
in some cases, to proximity to the tech sector. In
particular, we found that interviewees who worked
in environments where government agencies
regularly engaged the local tech ecosystem faced
fewer cultural barriers to experimentation with
innovation procurement.

“When you’re [looking to] procure
something, but you’re looking for more
ideas on how it can be done…We might
think that’s obvious, but when you’re in
an agency that has never been involved
in something like that, that is innovation.
It’s done in baby steps, but to have people
come to you asking how we can do this
differently, that is innovation and it’s a big
accomplishment, for what it’s worth.”
—Municipal government interviewee
Considering the pace of change in the challenges
that cities face and the constant evolution
of existing solutions, we found that some
interviewees emphasized an opportunity for
capacity building for procurement teams and
business leads. In complex procurements,
particularly the processes that span across
ministries and years, staff in both government
business units and procurement offices can be
faced with a wide range of challenges and subjects
where in-house expertise is not always present.
For example, business units and procurement
teams do not always have the expertise to evaluate
complex tech solutions—in some cases, procurers
are facing this challenge with different models
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for hiring external tech talent. This challenge is
not necessarily a new one; business units and
procurement offices constantly face procurements
of vastly different sizes and scopes that they
cannot always know intimately. However, the
innovation conversation has brought additional
nuance to this challenge.
Ultimately, cultural shifts and organizational
acceptance of the risks associated with innovation
need to be supported by political leaders as well
as legislative and administrative bodies across
all levels of government. The challenges posed
by equipping business units and procurement
staff with the right tools, capacity building for
innovation, and building risk aversion through
exposure cannot be driven solely at the staff
level—culture change must come from the top.

B U I L D I N G R E L AT I O N S H I P S
WITH SUPPLIERS AND THE TECH
ECOSYSTEM
As aforementioned, many emerging models for
innovation procurement that we encountered in
the course of this research are designed around
adopting tech-based solutions and practices
and opening bidding processes to smaller firms.
We heard from interviewees that government
procurers across all levels of government are
interested in engaging smaller businesses as a new
set of potential problem-solvers. Emerging models
for innovation procurement have been challenging
ideas of which companies can do what kinds of
work.
This included lowering barriers to participation in
government procurement processes, as smaller
businesses face a number of barriers. Recent
research found that the majority of Canadian
SMEs do not see the Government of Canada as a
potential customer, citing that they were unaware
of contracting opportunities or that they found the
application process too time-consuming.59 Even
for successful SME suppliers, complex contracts
are accompanied by challenges associated with
long processing times, rigid requirements, and
lengthy proposals that inexperienced suppliers do
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not have the capacity to understand and write. For
suppliers that are unaccustomed to working with
government partners, the ability to win contracts
are an entirely separate skillset requiring external
support.60

“The fact that procurement is so slow,
complex, and risk-averse is a deterrent to
companies with solutions that could be
useful but can’t afford to break into the
govtech market.”
—Non-government expert interviewee

“If you are getting people to solve the
problems, who is it? Big companies
or consultancies? Or should we open
ourselves up to everyone? If we are doing
that, what are the procurement laws and
rules and guidance around that?”
—Government interviewee

S U C C E S S D O E S N OT A LWAY S M E A N
MAKING A BIG PURCHASE
Innovation procurement practices in Canada are
emergent and fragmented. Many opportunities
to work with innovation procurement are
characterized by trial and error, and underpinned
by concerns about how to stay compliant with
procurement principles. Interviewees and
stakeholder engagement have demonstrated that
significant learnings and successes can occur
anywhere in a procurement process. While not
all efforts will lead to a purchase, both procurers
and proponents are well-positioned to benefit
from burgeoning relationships (particularly with
suppliers who are not familiar with working with
governments), building mutual awareness and
understanding of how public, private, and nonprofit organizations can collaborate, and growing
the pool of future proponents.
Additionally, we heard that consideration should
be given to how a relationship with a proponent
could be safely and appropriately terminated if
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the relationship is not productive. Government
procurers that go through a procurement process
that does not end in a purchase may also take
away a greater understanding of the problem they
are hoping to solve, or of the types of solutions
that exist in the market. For instance, it may be
desirable to pursue a pilot project to test the
potential of a solution rather than undergoing a
full procurement process. As such, when procuring
organizations are looking to explore innovation
procurement, processes should be designed with
off-ramps and multiple stages of contracting in
mind.

“Sometimes it can’t work because of the
[procuring organization]…or on the other
side because of the company in question.
Maybe they didn’t have the aptitude or
attitude to take it forward. [If that does
happen], take into account what happens
when we get the intellectual property back
from the failed project. There are always
lessons to learn there.”

BIDS
—Provincial government interviewee
WELCOME
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R ecom m en dat ions
In the context of working in or with cities to design
innovation procurement approaches such as the
Municipal Innovation Exchange initiative, we offer
the following set of recommendations to support
the development of ongoing and future innovation
procurement approaches, and spur broader
conversation on the subject within Ontario and
across Canada.
1. “Innovation procurement” should be defined
by organizations at the outset of a challenge
design process. While there are existing
definitions of innovation procurement in
literature, we have found that, in practice, it
is still understood in any broad spectrum of
ways. It can be interpreted as the increased
collaboration and the sharing of solutions; as
more flexible and iterative processes; as the
procurement of new technology or a solution
that does not exist on the market; or as the
invention or co-design of a new solution.
Many innovative processes will include the
application of more than one interpretation.
A shared understanding from the outset of
the process will help set clear objectives and a
mutual understanding of success.
2. Create space for incremental approaches to
innovation—such as starting with lowerrisk or low-cost solutions to manage and
anticipate risk. In the world of government
procurement where risk management is
paramount to protect the public dollar
and maintain fairness and transparency,
experimentation can be seen as overburdened
with risk. Cities could benefit from using
low-cost procurements, which fall below
open competition thresholds, or initiatives
such as the MIX as lower-risk spaces for
experimentation and opportunities to test codesigned approaches.
3. Political leaders, executives, and councils
need to be involved in innovation
procurements so that the processes and
associated risks are well understood and
accepted. Building top-down support for
innovation procurement will help pave the
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way for culture shifts and help eliminate
risk aversion to lead to more innovation in
procurement processes.
4. Take into account the unique contexts
and rules of each city. Solutions designed
for one city may not work for another, and
what is considered to be innovative may vary
across cities and departments. Every city
operates under different policies, bylaws, and
procurement dollar thresholds. Additionally,
every city exists in a different ecosystem of
firms (tech and otherwise) and organizations.
A key consideration is that there will seldom,
if ever, be a one-size-fits-all approach to
innovation procurement that will be optimal for
all cities and all types of solutions.
5. There is more room for experimentation
at the market research and assessment
stages of the process. There is opportunity to
explore how cities conduct market research
and explore the ways that it can be expanded.
Because available solutions are constantly
growing and changing, and cities may share
similar problems, expanding market research
could be a way to engage suppliers and
identify potential areas for collaboration with
other cities. Market research is important to
determine the procurement approach needed
and avoid the reinvention of solutions that may
exist elsewhere.
6. Build relationships with suppliers and the
tech ecosystem. Many smaller businesses
and startups face barriers to participation in
government procurement processes. However,
there is potential for more government
procurers to adopt tech-based solutions and
practices, and open bidding processes to
smaller firms.
7. When designing innovation procurement
processes, build off-ramps. While not all
efforts will lead to a purchase, both procurers
and proponents are well positioned to benefit
from relationship-building, and developing
mutual awareness and understanding of how
public, private, and non-profit organizations
can collaborate, as well as growing the pool of
future proponents.
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Conclusion
Across Canada, the US, and EU, governments
are finding ways to adapt to the need for new
solutions, new partners, and new opportunities
to collaborate in order to drive innovation.
Innovation procurement presents a big opportunity
for governments to respond to a marketplace of
solutions and ways of working, one that is rapidly
evolving.
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Many of the approaches shared in this report
are not entirely new—in many ways, innovation
procurement draws on established conventions
and the layers of rules that aim to keep
procurement fair, open, and transparent. The
opportunity for innovation lies in understanding
how governments can add value while continuing
to comply with trade agreements, policy, and
procedures. As the MIX initiative launches and
builds on its learnings over the next three years, we
hope that this report can contribute helpful insight
to upcoming innovation procurement challenges
and set the stage for future efforts.
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