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In response to the request from the House of Commons Standing Committee on Finance, the Canada Foundation for Innovation (CFI) is pleased to provide the committee’s members with recommendations to consider in preparation of the 1999-2000 federal budget.

Like most of the groups and organizations that will be making presentations to the committee, the CFI’s recommendations will be articulated around two underlying themes: quality of life of Canadians; and sustainable economic growth for our country.  And among the many recommendations and proposals that will be laid out for the committee, members will be looking for suggestions and solutions on how to invest wisely in the well-being of Canadians, and how to provide them with the opportunities to ensure a bright future—recommendations that will bring Canadians to share a vision for our country and provide them with the tools to achieve it.

Overall, Canadians approve of the federal government placing priority on S&T.  Not only are Canadians proud of the achievements of our research community, but they often turn to researchers to understand key issues affecting our society.  In a survey published earlier this year, Canadians rated researchers among the most trustworthy people.  While interesting in terms of social perceptions, these results highlight the concerns that Canadians have about a number of issues—their health, environment, and quality of life.  In this context, the consultation leading to the preparation of the next budget offers a unique opportunity to reflect on science, technology development, and innovation as core values of an innovative Canada.

Clearly, the federal government’s first priority should be to recognize the importance of scientific research and technology development as drivers of the new economy.  Canada’s research community represents our most significant asset in becoming more globally competitive, in training more young Canadians for research- and innovation-driven careers, and in transferring knowledge and technology to the private sector—Canada’s largest job provider.  

Recommendation One

· Canada’s socio-economic development is directly linked to its ability to innovate and use science and technology to sustain economic growth, and ensure the well-being of Canadians.  As a result, it is recommended that the 1999-2000 federal government budget adopt science and technology as Canada’s highest priority for a strategy aimed at ensuring sustained socio-economic development in the new millennium. 


With its mandate focussing on research infrastructure, the CFI has been designed to complement the mission of the federal research-granting councils which support a wide range of activities—from basic research to applied research in partnership with the private sector—and play an essential role in feeding into Canada’s innovation chain. 

This innovation chain is based on the investment of organizations such as the CFI and the federal granting councils that provide a healthy environment for university research.  Thanks to their sustained investment, discoveries and advancements in all fields and disciplines lead to the establishment of strong partnerships with the private sector, and often result in the creation of spin-off companies generating thousands of jobs not only for highly qualified personnel, but also for a wide range of technical, administrative, and service personnel.  It is out of such partnerships that Canada’s biotech industry emerged, and that our telecommunications and information technologies industry was able to gain worldwide recognition for its ingenuity and excellence.

In the 1998-99 budget, the federal government’s decision to increase the funding level of the research granting councils was a clear signal of the importance it places on the Canadian research community.  It also signalled the importance of providing adequate support for the expansion of scientific research and technology development in Canada.

Despite the Government’s investments in the CFI and the federal granting councils, the fact remains that Canada has fallen behind in recent years in terms of research capability.  The granting councils’ budget increase, for instance, only partially compensates for a budgetary decline that had started in the 1980s.  Although significant, the increase announced in the 1998-99 budget only restores the granting councils’ funding to 1995 levels, without offsetting earlier cutbacks and inflation.  Compared to other developed countries, Canada still underinvests in S&T.  

The CFI is not only boosting the capability for innovative and productive research in many parts of the country, it is also providing researchers with the tools to fully realize and develop their talent and creativity.  But this is only the first step.  By successfully achieving its mandate, the Foundation will widen the opportunities available to Canada’s research community and, at the same time, increase the need for more research funds—for operating support, staff, and trainees—to take full advantage of these opportunities. 

Recommendation Two 

· Given the urgent need to strengthen Canada’s investment in all areas of S&T—from health and engineering to the social sciences and the environment—and to help Canada’s research community take full advantage of the opportunities that will result from the CFI’s investment in new research infrastructure, it is recommended that the federal government increase the base budget of the university research-granting councils to levels comparable with those of other G-7 countries.


Capital infrastructure for research consists of the essential equipment, facilities, and installations needed to undertake scientific investigation and develop advanced technologies.  By investing in infrastructure projects, the CFI and its partners enable researchers in Canadian institutions to conduct leading-edge research and undertake programs that would not be otherwise possible.  

Without proper infrastructure, Canadian researchers are slowed down in their programs and activities.  With an ill- or under-equipped research community, Canadians fall behind countries that place greater emphasis on science and technology.  They also run the risk of missing out on the opportunities of the knowledge-based economy. 

Already, institutions are linking infrastructure to their capacity to conduct innovative research and to provide a competitive environment for the training of Canadian researchers.  The quality of the infrastructure in our institutions is directly tied to Canada’s capacity to build a truly innovative society.  Our research institutions urgently require the influx of new infrastructure to support their own strategic development.

In the Spring of 1998, the CFI held its first competition for funding. Almost 800 research infrastructure projects totalling close to $3 billion were submitted by Canadian institutions—of which the CFI’s share of the amount requested would be nearly $1.2 billion. The response from Canadian research institutions substantially exceeded all projections and is a clear indication of the seriousness of the problem for Canada.

Recommendation Three 

· The CFI is deeply concerned by the overwhelming need for infrastructure demonstrated by Canadian research institutions.  Given the importance of providing a competitive environment for research, and of training young Canadians for research and innovation-driven careers, it is recommended that the federal government look at ways to continue addressing the need for capital research infrastructure in Canadian institutions beyond the five-year life span of the CFI.


When it comes to business and finance, there are no boundaries.  Nothing is more fluid or mobile than capital.  Funds will go wherever the best conditions exist.  In the knowledge-based economy, brain power has become the new capital.  It travels fast, and recognizes those who share the same scientific or economic interests.  If Canadian researchers cannot find at home the right conditions or resources to fulfil themselves on personal and professional levels, they will look elsewhere to find what they need.  This is the reality for researchers and research institutions.  And in the knowledge-based economy, this is an inescapable reality for Canada.  

There is no doubt that we still need to do a better job in attracting more young Canadians to research and innovation-driven careers.  Institutions and granting agencies, including the CFI, are helping to promote such career choices to young Canadians.  However, Canada’s most serious problem is that it is simply not competitive in terms of salaries and opportunities.  

We must fix one problem: we must ensure that Canada can retain its talent. Without changes to the personal circumstances, we can only watch as our brightest researchers move away because our companies, universities, hospitals, and research institutions cannot provide a competitive environment for their employees. If we cannot keep the best in Canada, how can we attract the best?

The CFI can play a major role in helping to build a working environment for exciting innovation.  Thanks to recent CFI investments, universities across Canada are able to provide state-of-the-art research facilities and installations to over 400 new faculty members who are addressing problems in priority areas for Canadians.  Support from the CFI means that these new faculty members are able to undertake a wide range of research activities.  By helping these institutions attract top researchers to new faculty positions, the CFI is injecting a new dynamism into Canada’s research community.  

But one thing that the Foundation cannot fix is the remuneration that the private sector offers to researchers, and the tax burden that all levels of government impose on them.  If the CFI is to succeed in enhancing Canadian innovation, it needs the private sector and governments to be much more aggressive in competing for, and retaining, the best talent.  We need to look at all the factors that come into play when these bright Canadians decide to leave our country to pursue their careers elsewhere. 

When as many as half of our graduates in key fields such as software engineering and biomedicine leave Canada for the United States—either at graduation time or later on—

and when one in two graduates from Quebec institutions in biotechnology or other highly specialized fields now goes elsewhere, mostly to the United States, for a first job, we know that to keep highly qualified personnel is more a function of the private sector’s ability to retain them, than it is a matter of supply. 
Recommendation Four 

Considering the very competitive nature of the employment market in the knowledge-based economy, it is recommended that the federal government consider introducing measures, such as the reduction of personal income tax levels, to help make Canadian industry and research institutions more attractive to highly qualified personnel.

________________________________

The CFI has conducted a review of recent reports analysing key aspects of incentives to industrial R&D.  The CFI agrees with those who believe that, among the factors influencing the development of knowledge-based industries, there are three that are dominant: the reputation of local universities; the workforce; and the overall quality of life.  Even though they cannot be considered prime factors, the R&D tax credit programs put forward by various levels of government have an influence on the private sector’s decisions to undertake research programs and activities in Canada rather than in other countries.

The CFI was established by the federal government to help Canadian research institutions strengthen their infrastructure.  Following its established funding formula, the CFI supports, on average, 40% of the eligible costs of infrastructure projects.  The remaining 60% must come from partners in the private, public, and voluntary sectors.  The experience of the CFI first call for proposals has shown that, while the provinces are largely involved in the proposals that were submitted, the private sector only has a limited involvement in proposals for research infrastructure.

A study completed by the Association of Universities and Colleges of Canada (AUCC) revealed that the federal R&D tax credit program may explain the situation.  According to the AUCC study, the program makes it less attractive for the private sector to invest in research infrastructure in universities and research institutions, than to support the operating expenses of specific research projects.

Recommendation Five 

· Given the need to encourage the private sector to invest in a full range of research activities and tools, and to further promote the development of industrial R&D, it is recommended that the federal government review its R&D tax credit program to ensure companies that invest in capital infrastructure are not disadvantaged compared to those that invest in the operating costs of research.  Such modifications would help strengthen the existing program and encourage corporations to increase their support for scientific research and technology development in Canadian universities and hospitals.


The CFI is helping to strengthen the partnerships between research institutions and the private sector by working with business associations to establish workshops and conferences on all aspects of the innovation chain, and on its impact on Canada’s competitiveness in the global economy.  From the CFI’s perspective, these interactions are the keystone of a national dialogue on an innovative Canada.   

As Canadians are about to embark on a new millennium, knowledge, research, and innovation have become the lifeblood of economic growth, and the engine of success in the global economy.  In this changing world, Canada’s unique challenge is to ensure its position at the forefront of scientific research and technology development by ensuring that Canadians have the knowledge and capacity to innovate.

The rapid emergence of a culture of innovation challenges all aspects of our lives and leads us to make decisions based on entirely new conditions.  It calls for strategic choices.  We no longer live in a world where traditional relationships based on social, political, and economic factors are enough to define communities and countries.  The challenge for people is to adapt to these new conditions.  But if we succeed, a bright and promising future awaits Canada.

Thank you. 
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