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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 the Foundation's views in preparation for the 2000-2001 federal budget.

The CFI's presentation will be articulated around one major theme: sustainable economic growth for Canada.  The other four primary themes proposed in the 1999 Pre-Budget Consultations were discussed at length in our presentations of the last two years. 

The CFI would like to provide committee members with suggestions and solutions on how to invest wisely in the well-being of Canadians, and to ensure a bright future for our country.  The CFI also hopes that its suggestions will enable Canadians to share a vision for our country, and will provide them with the tools to achieve it.

The CFI was created in 1997.  In the first year, there was a major effort to: establish the governance structure on wide consultation; establish the most effective programs; and send out the first call for proposals.  The CFI was given $800M in 1997 and an additional $200M in 1999.  The Foundation received the first proposals in June 1998 and has reviewed and evaluated them.  As of June 1999, the CFI had awarded $436M (the CFI share) in funding.  When the matching contribution is included, this represents a total investment of $1.09B.  As a result, these awards are supporting 546 projects at 73 institutions across Canada.

The terms of reference for the CFI are that it may fund capital infrastructure for research at colleges, universities, hospitals, and other not-for-profit institutions.  The CFI funds 40 percent of projects proposed and approved—and with only five years to complete this task.

The creation of the CFI addressed a deep need of the Canadian research community.  The Foundation received $1.2B (the CFI share) worth of requests in the first round of competitions, and the proposals from the institutions indicated that the matching funds would be available.  We have just completed an extensive series of visits across Canada, and it is already clear that the CFI will be receiving a large number of excellent proposals in future competitions. 

The CFI has started to address Canada's serious inability to compete in an increasingly knowledge-based economy.  UNESCO recently organized two major world conferences—one on higher education and one on science.  The conclusions of these conferences were unanimous:  economies depend largely on both a healthy higher-education sector and a healthy research environment.  It is widely accepted that higher education and science and technology are the underpinnings of competitiveness and productivity improvement.  The far-sightedness of the Canadian government in creating the CFI is a clear signal that Canada also accepts these premises.

This new CFI funding is providing Canadians with the tools they need to help release their creative energy.  If Canadian scientists, engineers, and others are to help Canada be a significant player in the knowledge-based economy, they must have the tools and support they need to compete on an international level.  If Canada is to attract and retain its fair share of the best minds, it must create the necessary conditions for them to realize their potential.  The CFI is already a major element in this.  The creation of the CFI, and more recently the Canadian Institutes of Health Research (CIHR), shows that Canada has been able to find new ways of doing things.  The Government is to be congratulated on these two measures, and we urge you to continue to develop new approaches.

Despite the Government's significant efforts over the last two years to support science, technology, and innovation, we have yet to achieve levels of support in Canada that would make us fully competitive.

The following examples show how Canada compares to other countries.

· In the U.S., public-sector support per post-secondary student rose by 20 percent from 1980 to 1998.  In Canada, public-sector support fell by 30 percent per student in the same period.

· Of the G-7 countries, Canada had the lowest total spending on R&D—1.7 percent of GDP.  This compares with 2.6 percent in the U.S. and 2.0 percent in the U.K., and with targets of 3 to 3.5 percent now established in these countries.

· Research grants from the federal government to Canadian universities are, on average, about one-third the size of comparable U.S. levels, which also include overhead costs. 

We now give a brief summary of our four funding programs.  In making these selections, we have used many reviewers and panels.  To date, over 600 people from around the world have assisted us at no charge to Canadian taxpayers.

1.
New Opportunities – This program provides up to $200,000

($500,000 total with matching contributions) to recently recruited or about-to-be-recruited new faculty members.  To date, the CFI has supported 450 such investigators at 27 institutions across the country.  There are excellent new recruits everywhere in Canada.  We have been encouraged by this and by the comments from many of these individuals.  They tell us that this early CFI support has been a key element in creating a supportive environment so they can fully contribute to Canada's future.  To date, we have awarded $40M ($100M total) to 257 projects.  There is an additional $100M ($250M total) allocated for the remainder of the CFI's lifetime.

2.
Research Development Fund – This program provides support to smaller institutions—those that receive less than 1 percent of their funds from the federal granting councils.  $40M ($100 total) has been allocated to this program.  To date, the CFI has awarded $23M ($71M total) to 21 institutions all across the country in support of 82 projects.  This selection was from 141 proposals submitted to date requesting $39.7M.  When this fund is fully awarded, institutions are free to enter the larger competition and the New Opportunities program.

3.
College Research Development Fund – There has been a competition for the colleges.  The CFI received 32 proposals from 23 colleges requesting a total of $15M.  We have selected 19 proposals from 15 colleges and awarded $7M ($17.5 total) to institutions in all parts of Canada.  We will release a second call for proposals in this category in mid-September 1999.

4.
Institutional Fund – This is the major fund that supported the larger research institutions (mainly universities and teaching hospitals).  The CFI received 419 proposals requesting a total of $1.2B CFI funds ($3B total).  We have now awarded $346M ($865M total) to 188 projects at 34 institutions in all parts of Canada.  The following examples of projects that the CFI is funding give an indication of the range of interests represented.

· In some cases, we are providing institutions with the opportunity to take advantage of the backbone optical fibre system funded by the Government through its "Connecting Canadians" thrust.

· 64 universities proposed the funding of an electronic journal digital library scheme.  These universities are in all parts of Canada.  The CFI will provide $20M ($50M total) for this innovative project. 

· The CFI has funded five supercomputing centres across the country.  These centres will connect to Canada's high-speed backbone and will allocate at least 20 percent of the time to other institutions. This capacity will be allocated by the C3CA consortium of universities.  

· The CFI has also funded a number of genome centres across the country as part of an effort to ensure that Canada is in a position to capitalize on this fast-moving field with its profound ramifications.  Although it has not provided direct funding for the overall backbone or inter-institutional links, the CFI has responded to proposals that allow investigators to have access to the backbone from their desk or laboratory.

· Of particular interest, the CFI supported the Canadian Light Source (CLS)—a large project at the University of Saskatchewan—with $56.4M.  The funding of this project highlights an issue that needs to be addressed in the coming months:  the capacity to find operating support for CFI projects is a serious barrier to ensuring that Canadians have the tools they need to be competitive.

The CFI is now preparing to make the next call for proposals, which will go out in September 1999.  Proposals will be due in February 2000 with funding decisions made in the summer of 2000.  The CFI expects that an additional $400M ($1B total) will have been awarded by summer 2000.  This will leave a final competition for 2001.  In preparation for the next call for proposals, the CFI has consulted extensively over the past few months to determine how it can be most effective.  In its consultations, the CFI has:

· made extensive visits to colleges, universities, and teaching hospitals from March to September 1999;

· held meetings with researchers in many parts of the country; and 

· conducted a third-party survey of presidents, vice-presidents/liaison officers, panel members, and research team leaders (successful and unsuccessful).

The institutions have been able to identify suitable matching-funding partners.  In all cases, there has been a provincial matching fund available (Atlantic Canada Opportunities Agency (ACOA) in Atlantic Canada).  For example, Ontario has established the Ontario Innovation Trust with similar goals.  The CFI has reached a protocol with Quebec that allows the CFI to take advantage of their review processes in a co-ordinated way.  And British Columbia has established the Knowledge Fund.

Since the federal government has always made a significant contribution to research, the relationships between the provincial institutions (and their provincial partners) and the CFI have proceeded in a satisfactory way.  The result has been that the provinces have, on average, matched the CFI approved awards on a dollar-for-dollar basis.  Research support does not impinge on provincial jurisdiction.  There has been little contribution by government departments and agencies to support these projects.

In turn, the private sector has provided most of the remaining 20 percent of funding.  This confirms that we are meeting the objective of building bridges to the private sector.  We have clear indications from many investigators that these 

new tools are also leading to many new partnerships with the private sector—in the form of joint research projects.  We will document this further.

The assessment of the CFI's impact will continue.  In addition to those already mentioned, the CFI is involved in a number of activities.

1.
 The CFI is organizing a major conference on innovation to be held in Ottawa on December 1 and 2, 1999.  The conference will be co-hosted by the granting councils with sponsorship from many associations (Business Council on National Issues, The Canadian Chamber of Commerce, Public Policy Forum, CATA Alliance, Information Technology Association of Canada, Canada’s Research-Based Phamaceutical Companies, Royal Society of Canada, Canadian Academy of Engineering, Association of Universities and Colleges of Canada, Corporate-Higher Education Forum).

2.
Each investigator team leader will provide a report on progress, planned progress, and/or results by October 31, 1999.

3.
Each institution will be asked to provide a report on the CFI's potential impact on their institution by October 31, 1999. 

4.
Brief summaries of every project are being prepared and will be on the CFI's Web site for wide use—including for use by the media.

5.
The panel members will be asked to review and summarize these results at the end of the conference, and the CFI will ask the sponsors for their comments.  This will result in a five-page summary report of the highlights and issues.

6.
Early in 2000, the CFI will invite senior policy-makers from a number of countries to meet with us to review these results and to provide a third-party assessment.

Overall, the CFI has been given a remarkable opportunity to do things in a new way.  On behalf of those we have been able to support, we express our profound appreciation.  We will continue to review our approaches and to be fully accountable.

As we move to fully embrace the knowledge-based economy and to ensure that Canada is a significant player, our country-wide consultations have revealed that there are interesting issues and opportunities facing Canadians.  Among them:

· There is a significant opportunity to play a greater international role with further capital investment.

· Infrastructure and equipment become obsolete very quickly.  The CFI needs to consider, on an ongoing basis, how to maintain the access that Canadians have to modern facilities.

· Canadian institutions face massive retirements in the next decade.  Given current university finances, Canada will lose much of its research capacity.  We must take steps to ensure that Canadian institutions can replenish the stock of research performers.  The bridging of positions is no longer adequate since positions are being lost everywhere.  The very best researchers will not be attracted to institutions that cannot offer career opportunities.

· We must pay attention to the operating costs of new facilities and the other institutional costs of carrying out research.  We might refer to this as non-capital research infrastructure.

· We must continue to pay attention to the support of the direct costs of research through the federal granting Councils. 

We need to pay close attention to all of these issue if Canada is to maintain and even enhance its research and innovation capacity—in terms of capital research infrastructure, non-capital research infrastructure, renewal of personnel, and operating grants for the direct costs of research.

In this changing world, Canada's unique challenge is to ensure its position at the forefront of scientific research and technology development.  It can do this by ensuring that Canadians have the knowledge and capacity they need 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.

