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EXECUTIVE SUMMARY

PURPOSE OF THE EVALUATION

Western Economic Partnership Agreements (WEPAs) are a multi-year federal-provincial decision-
making tool designed to select projects that strengthen economic activity. Through individual
agreements signed with each provincial government in western Canada, Western Economic
Diversification Canada (WD) and the respective provincial government provide a matching contribution,
enabling significant investments to fund projects that support national economic priorities while
recognizing the unique characteristics of each provincial economy. The term of the current round of
WEPAs (WEPA III) is from 2008 to 2012. The expected completion date for funded projects is
September 30, 2013. The department provides $25 million in funding through the Western
Diversification Program authority for each of the western provinces, matched by the provincial
governments, for a total investment of $200 million to stimulate opportunities for western Canadians.

The purpose of this project was to conduct an evaluation of WEPA. In accordance with the 2009
Treasury Board Policy on Evaluation, the evaluation focused on relevance and performance (efficiency,
effectiveness and economy).

METHOD OF STUDY

This project was undertaken in two phases. The first phase focused on development of a detailed
evaluation work plan. The field research undertaken in the second phase of the project included a
detailed document and literature review, interviews with 143 key informants (including 25 WD
representatives, 9 representatives of provincial governments involved in WEPA, 6 economic
development experts, 15 other stakeholders, 4 representatives of other programs in Western Canada, 4
representatives of similar agreements in other regions, proponents of 50 projects, 19 representatives of
spin-off projects, and 9 proponents of applications that did not receive funding), case studies of 8
projects (42 representatives were interviewed as part of the case studies), and focus group sessions in
Winnipeg, Saskatoon, Edmonton and Vancouver involving 37 participants.

The evaluation focused on two key components of WEPA: WEPA as a decision-making tool; and the
economic development projects funded under WEPA using the Western Diversification Program (WDP)
authority.

MAJOR FINDINGS AND CONCLUSIONS

The key conclusions arising from the review of WEPA are as follows:

RELEVANCE

1. The need exists for economic development projects in western Canada. Economic
development projects, like those that the department has funded under the Western Diversification
Program authority, are still needed because they support critical areas of the economy.
Programming focused on promoting research and development, commercialisation of new
technologies, expanding investment, and supporting trade can help western Canada become more
competitive and reduce its dependence on natural resources. The department can continue to fund
similar projects in the future using its existing authorities, whether or not the WEPAs are renewed.
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2. The projects funded were aligned with departmental strategic outcomes and government-
wide priorities, and were consistent with the priorities of the federal government. The
department works to promote innovation, business development and community economic
development in its mandate. The projects funded under WEPA contributed to each of these priority
areas. The Speech from the Throne in 2011 highlighted the federal government’'s commitment to
supporting business development, productivity, innovation, trade, and economic competitiveness.
All key informants agree that the projects funded were consistent with the federal government’'s
agenda in western Canada and departmental priorities.

PERFORMANCE (EFFICIENCY, EFFECTIVENESS AND ECONOMY)

3. Although most of the projects are still ongoing, there has been significant progress made
already towards meeting their objectives and generating expected impacts. At the time of this
evaluation, 60% of projects were still on-going, 38% had only been recently completed and 2% had
not started yet. That being said, the projects and the agreements overall are viewed as having
made significant progress towards achieving their objectives. More specifically:

e The WEPA decision making process has contributed in promoting collaboration and
strengthening the partnership between the federal and provincial governments.

e The projects funded have generated a wide range of impacts. Reflecting the large number of
projects funded, the most significant impact was perceived to be in terms of strengthening
innovation, improving business productivity, and promoting trade and market development.

e Funded projects by the department have already made significant progress towards achieving
their performance targets.

e The impact of departmental funding extends beyond the direct impact of the funded projects to
include the impacts of follow-on projects, investments, and developments. Fifty-two percent of
project proponents (26 of the 50) reported that their project have already led to other projects,
investments or developments. The proponents estimate that these developments will involve
new investments of nearly $84 million. Proponents of spin-off projects reported that their
projects generated a variety of impacts including attracting follow-on investments totalling $11
million.

4. The WEPA decision making process had both some benefits and challenges. The key
informants agreed that the WEPA decision making process had a clearly defined governance
structure. It was well-structured given what it was trying to accomplish, the intended outcomes and
performance measures were clear and consistent with departmental reporting requirements.

The major issues regarding the WEPA decision process include the time required for project
approvals, the complexity of the project approval process, a lack of coordination in performance
reporting requirements between the federal and provincial governments, and a lack of dedicated
provincial funding in some provinces. Other issues arose related to the challenges in defining new
priorities, administration of the process, and the establishment of communication protocols.

5. The funded projects leveraged significant funds from other sources. The budgeted costs
associated with the 65 projects approved as of March 31, 2011 total $374 million, of which
departmental assistance represented 22%. In other words, WEPA Il leveraged $3.48 from other
sources for every dollar contributed by the department which is significantly higher than $2.24
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leveraged under the previous WEPA II. Project proponents noted that departmental funding of
projects signals government support, which helps to provide market credibility as well as attract
additional private sector funding and participation.

6. Key informants provided a variety of suggestions for improvement.

Key informants suggested that consideration should be given to improving the application and
review process, reducing the time required for approval of applications or at least providing a better
indication of how long a decision may take, streamlining the reporting requirements, encouraging
the provincial governments to establish a dedicated source of funding, and developing mechanisms
to communicate success stories and better share lessons learned as well as best practices across
projects and provinces.

In conclusion, the projects funded under WEPA align with the department’s priorities, they are
demonstrating early positive results, and there is an ongoing need for economic development funding.
The department has the existing program authorities to make similar investments in the future. WEPA,
as a decision-making model, has some strengths and weaknesses. The department has some options
as to what decision-making model it will choose to make its economic development project decisions in
the future. Regardless of what model the department chooses, this report offers up some suggestions
for improvement.
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I. INTRODUCTION

This chapter provides a brief overview of the Western Economic Partnership Agreements (WEPAS), the
purpose of the evaluation, and the structure of the report.

A. WESTERN ECONOMIC PARTNERSHIP AGREEMENTS

WEPAs are a multi-year federal-provincial decision-making tool designed to select projects that
strengthen economic activity. Through individual agreements signed with each provincial government in
western Canada, the department and the respective provincial government provide a matching
contribution, enabling significant investments to fund projects that support national economic priorities
while recognizing the unique characteristics of each provincial economy.

WEPAs are based on the following principles:

Cost-sharing with provincial governments on a 50-50 basis.

Partnership and joint federal provincial planning and decision-making.

Equal allocation of resources among the four provinces.

Sustainable growth, not short-term relief.

Building on strengths and enhancing competitiveness to achieve a more sustainable

economic base.

Recognition of unique characteristics of each provincial economy while at the same time

being consistent with national economic development policies.

Encouraging incrementality, private and institutional participation.

Coordinating and enhancing ongoing federal and provincial government and industry

activities.

9. Reducing overlap and duplication by enhancing and coordinating economic development
activities of the federal and provincial governments.

10. Flexibility of delivery terms (i.e. unilateral, joint or third-party delivery). Both parties may fund

individual projects equally, entirely by one of the parties, or some combination in between.

agrwnpE

o
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The term of the current round of WEPAs (WEPA IIl) is from 2008 to 2012. The expected completion
date for funded projects is September 30, 2013. The department provides $25 million in funding for
each of the western provinces, matched by the provincial governments, for a total investment of $200
million to stimulate opportunities for western Canadians. The program is governed by a management
committee consisting of federal and provincial representatives. Various types of non-profit, Aboriginal,
government and industry organizations (excluding individual businesses) are eligible to participate.
Funded projects focus most commonly on innovation, business development, and market development.

B. PURPOSE OF THE EVALUATION

The purpose of this project was to conduct an evaluation of WEPA. In accordance with the 2009
Treasury Board Policy on Evaluation, the evaluation focused on relevance and performance (efficiency,
effectiveness and economy). A list of the specific evaluation questions under each evaluation issue is
provided in the following table.
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Table 1: EVALUATION QUESTIONS BY EVALUATION ISSUE

Relevance: The extent to which the program addresses a continued need, is aligned with

Government priorities, and is aligned with federal roles and responsibilities

1. s there a continued need for the WEPAS? Are the needs documented and complete?
2. Is there a continued demand for the WEPA?
3. Isthe program aligned to WD and federal government priorities?

4. |s the program consistent with federal roles and responsibilities?

Performance: The extent to which the program has achieved its expected outcomes

5. To what extent is the WEPA effective in meeting its objectives? What has happened as a
result of implementing the WEPASs in western Canada?

6. What factors facilitate or impede the achievement of program results?

7. Did the WEPAs promote collaboration and strengthen partnerships between the federal and
provincial governments? Do the agreements promote key aspects of the federal government
agenda in western Canada?

8. INNOVATION: Has the WEPA strengthened innovation in western Canada?

9. BUSINESS DEVELOPMENT AND ENTREPRENEURSHIP: Has business development
and entrepreneurship been strengthened as a result of implementing the WEPAS in western
Canada?

10. COMMUNTY ECONOMIC DEVELOPMENT: Have communities been strengthened and
made economically viable through implementation of the WEPAS?

11. PROVINCIAL PRIORITIES: Did the implementation of the WEPAs lead to the
achievement of results in both federal and provincial strategic priorities? Do any of these
provincial priorities conflict with the intended federal priorities?

12. Have there been any unintended (positive or negative) outcomes?

Performance: The extent to which the program demonstrates efficiency and economy

13. Is the program design appropriate for achieving expected program results?

14. Is the program undertaking activities and delivering products in the most efficient manner?
e Are administrative and operational costs reasonable and funds being distributed at the

lowest possible cost and risk?

How could the efficiency of the program’s activities be improved?

Did all parties contribute their share of resources?

Avre there alternative, more efficient ways of delivering the program?

Is the program flexible in responding to funding opportunities presented?
e How does program delivery vary from province to province?

15. Are outcomes and performance measures clear, quantifiable and consistent with

departmental reporting requirements?
16. Is the program achieving its intended outcomes in the most economical manner?

C. STRUCTURE OF THE REPORT

Chapter Il presents an overview of the current round and previous WEPAs while Chapter Il provides a
description of the methodology employed to conduct this evaluation. Chapter IV describes the key
findings of the evaluation and Chapter V presents the major conclusions.

2



Western Economic Diversification Canada

Il WESTERN ECONOMIC PARTNERSHIP AGREEMENTS

This chapter provides an overview of WEPA in terms of its priorities, eligible recipients and costs,
review of applications, governance, differences in delivery across the four provinces, budget and
expenditures, and logic model. It also compares the current round of WEPASs to previous agreements.

A. OVERVIEW OF THE EXISTING AGREEMENTS

1. Priorities

These cost-shared agreements promote co-operation in planning and decision-making, recognizing the
unique characteristics of each provincial economy while supporting national economic priorities. The
current round of WEPAS focuses on the following federal priorities:

e Supporting the creation and growth of knowledge-based research and development, business
clusters; and the commercialization of new products, technologies and services out to market;

e Supporting trade and investment promaotion;
Enhancing business productivity and competitiveness; and

¢ Increasing value-added production in traditional industries.

Each of the agreements also reflects priorities identified by the signing provincial government. In
Manitoba, the Canada-Manitoba WEPA integrates the above strategic priorities as well as the
promotion of economic development through tourism opportunities — promoting Manitoba as a tourist
destination across the globe. In Saskatchewan, the WEPA objectives include community and regional
development and diversification to support projects that sustain and enhance economic opportunities
for Saskatchewan communities and geographic regions including developing opportunities for greater
Aboriginal participation in the economy.

In Alberta, the WEPA is focused on expanding the knowledge-based economy through technology
commercialization in priority sectors. The aim is to attract investment, support entrepreneurs and
increase the number of high-tech companies in Alberta. The priorities for funding under the Canada-
British Columbia WEPA include Asia Pacific, labour market and trade, Aboriginal inclusion, 2010
Olympics and Paralympics Winter Games and knowledge based industries.

2. Eligible Recipients

Eligible recipients include non-profit organizations, post-secondary institutions, hospitals and regional
health centres undertaking research and new technology development, First Nations band councils,
individuals undertaking research, co-operatives, small and medium-sized commercial not-for-profit
enterprises, federal crown corporations, provincial departments and agencies, and municipal
governments.
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3. Eligible Costs

Funding can be contributed towards eligible costs, including operating and capital costs, that are
incurred by the recipient and which, in the opinion of the department, are reasonable and are required
to achieve the results to which they relate. Examples of eligible costs are:

Operations, maintenance;

Personnel: salary and benefits;

Equipment purchase and lease;

Information management and information technology acquisitions;
Legal, administrative, accounting, licensing, permits, consulting fees;
Rents, leases, leasehold improvements;

Acquisitions of proprietary processes;

Interest charges, insurance, fees, taxes;

Supplies, transportation;

Capital improvements related to projects; and

Other costs that are reasonable, incremental and directly attributable to activities necessary to
achieve desired results, as specified by the agreement.

4. Review of Project Proposals

Projects are assessed against a range of investment criteria including relevance to the WEPA strategic
priorities, economic development impacts, feasibility/sustainability, strategic fit, range of support,
leveraged funding, rural impact and commercialization potential. Project proposals are assessed
independently, according to established procedures, by each partner prior to consideration for final
approval by the Management Committee.

5. Governance of the WEPA Decision Making Process

Each WEPA is managed by a management committee established by the federal and provincial
ministers and co-chaired by senior federal and provincial representatives for each region. The
Management Committee develops administrative guidelines for the application, assessment, approval,
reporting, implementation and monitoring of projects as well as measurement of results achieved.
Decision-making for project selection is achieved through consensus. While the federal and provincial
governments share the overall contributions to the agreement equally, there is flexibility regarding the
contribution of each partner to specific projects or initiatives. The contribution funding is provided by
each partner directly to the project proponents to carry out projects that have been approved by the
Management Committee.

5. Differences in Decisions across the Four Provinces

While the structures of the agreements are largely the same across the four provinces, there are
differences. In particular, differences exist with respect to:

o \Whether specific dedicated provincial government funding was set aside for WEPA. In Manitoba
and Saskatchewan, the provincial contribution was formally approved by the Treasury Board
and established as a specific line item in the provincial budget. In Alberta and British Columbia,
there is no dedicated funding but rather funding is secured on a project-by-project basis from a
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variety of ministries and programs. The absence of dedicated funding can make WEPA more
vulnerable to shifting priorities, provincial cutbacks or budget freezes.

The approval authority for the provincial funding. In Manitoba, each project receiving provincial
funding requires Treasury Board approval. In Saskatchewan, no further approval is required
beyond the department’s input to the Management Committee. In Alberta and British Columbia,
once projects are approved by the Management Committee, the provincial contributions need
only be signed off by the Deputy Minister of the funding ministry.

The level of coordination in negotiating and administering agreements. In Manitoba, each
project is assigned to one of the funding partners which then take the lead in negotiating and
administering the contribution agreement. In Saskatchewan, while one of the funding partners
take the lead in working with a particular proponent, separate funding agreements are
negotiated and administered. In Alberta, while there is a common application form used by both
the department and the lead provincial ministry, applicants must work directly with both orders
of government in securing funding. In British Columbia, applicants must also work directly with
both orders of government in securing funding with some path-finding services provided by the
department and the lead provincial ministry.

6. Budget and Expenditures

Under the Agreements, from 2008 to 2012, the department through the Western Diversification
Program authority provided $25 million in funding for each of the western provinces. The funds were
matched by the respective provincial governments and expected to leverage significant investment to
stimulate economies of the western provinces. The status of the existing budget, as of March 31, 2011,
is summarized in the following table.

Table 2: SUMMARY OF WEPA BUDGETS AND EXPENDITURES

Province ‘ Alberta BC Manitoba ‘ SK ‘ Total
Federal Status
Budget $ 25,000,000 $ 25,000,000 $ 25,000,000 $ 25,000,000 | $100,000,000
Value of Projects Approved to
March 31, 2011 $26,413,249 $12,802,917 $24,862,104 $19,347,495 $83,425,765
Expenditures to March 31, 2011 $16,753,000 $6,635,000 $13,670,000 $11,063,000 $48,121,000
Provincial Status
Budget $ 25,000,000 | $ 25,000,000 | $ 25,000,000 $ 25,000,000 | $100,000,000
Value of Projects Approved to
March 31, 2011 $18,685,000 $18,994,754 $24,642,100 $21,104,288 $85,795,596

As of March 31, 2011, 65 projects have been approved under the current round. Additional projects will

be approved in fiscal year 2011-12. The activities funded under the current WEPAs were in:

Innovation: including activities leading to technology adoption and commercialization,
technology linkages, applied research and development, community innovation, skills
development and knowledge infrastructure.
Business Development: including activities contributing to improve business productivity,
enhanced market and trade development, industry collaboration, foreign direct investment and
access to capital.
Community Economic Development: including activities contributing to planning and strategies,
development and viability, and economic adjustment.

5
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The number and value of projects approved by province and sub-activity are summarized in Table 3. As
indicated, the 65 projects involved assistance of $83.4 million from the department. Projects related to
technology adoption & commercialization account for nearly one-half of this amount.
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Table 3: TOTAL NUMBER OF PROJECTS AND DEPARTMENTAL FUNDING BY
PROVINCE AND SUB-ACTIVITY AS OF MARCH 31, 2011

Province

Alberta

Manitoba

Saskatchewan

o Num Num Num Num Num

Sub-Activities “ber Value ($) “ber Value ($) “ber Value ($) “ber Value ($) “ber Value ($)
Technology Adoption &

Commercialization 12 22,106,000 | 4 5,441,253 . 5,803,804 9 7,264,920 26 40,615,977
Improve Business Productivity 3 3,519,249 6 2679138 3 4,980,000 4 2,302,280 16 13,480,667
Market / Trade Development 3 1.713.776 7 7,112,600 3 1,380,295 13 10,206,671
Technology Research & Development 1 999,500 2 8,000,000 3 8,999,500
Foreign Direct Investment 1 788,000 1 400,000 2 1,188,000
Technology Skills Development 1 337,500 1 366,200 2 703,700
Knowledge infrastructure 1 5,200,000 1 5,200,000
Community Planning 1 400,000 1 400,000
Community Economic Adjustment 1 100,000 1 100,000
Not Noted in the Database 1 2,531,250 1 2,531,250

Provincial Total 15 26,413,249 | 16 12,802,917 | 15 24,862,104 | 19 19,347,495 | 65 83,425,765




7. WEPA Logic Model

A formal logic model was not developed during the negotiations for the current round of agreements.
The logic model for the WEPAs was developed in two parts. The first umbrella logic model (Figure 1
provided on the following page) and its narrative were developed by the department to link the
priorities, activities and outcomes of the WEPASs to the departmental Program Activity Architecture. The
second logic model (Figure 2) and its narrative reflect provincial priorities and their linkages to the
departmental Program Activity Architecture.

B. COMPARISON TO PREVIOUS AGREEMENTS

The first formal type of federal-provincial agreement for economic development in western Canada - the
General Development Agreements (GDAs) - was ratified in 1974. In 1984, the GDAs were replaced
with a new “umbrella” agreement - Economic Regional Development Agreements (ERDAS) between
1984 and 1994. The responsibility for the ERDAs was transferred to the department in 1987.

1. WEPAI: 1996 to 2001

The first WEPAs covered the period from 1996 to 2001. In this round, the department contributed $20
million which was matched by $20 million in funding from each of the four western provinces for a total
investment of $160 million which was invested in more than 192 projects. An evaluation of the first
WEPAs showed that the funding leveraged an additional $456 million from other levels of government
and the private sector. In other words, every dollar contributed by WEPA leveraged another $2.86 from
other sources ($5.75 for every dollar contributed by the department). Additionally, an estimated 120
new businesses were started as a result of WEPA projects. Nearly $500 million was invested in
buildings, equipment and projects creating over 1,300 full-time jobs.

2. WEPA II: 2003 to 2008

The WEPAs were renewed from 2003 to 2008 with the dollar value increasing to $25 million per region.
The total funding of $200 million was invested in 162 projects. The 2003 to 2008 round of agreements
(WEPA II) focused on the following federal priorities:

e Supporting the creation and growth of knowledge-based research and development, business
clusters and the commercialization of new products, technologies and services out to market;

e Supporting trade and investment promotion;

e Enhancing business productivity and competitiveness; and

¢ Increasing value-added production in traditional industries.

An interim evaluation of the 2003 to 2008 WEPAs concluded that, for every dollar invested by the
department for WEPA initiatives, another $2.24 was leveraged from other sources.
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Figure 1: WEPA LOGIC MODEL
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* Provincial Priorities are introduced in a separate logic model presented on the following page.
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3. Comparison of WEPA Il to Previous Agreements

The following table summarizes the available information on the three rounds of WEPA with respect to
the terms; level of funding; number of projects funded; and leveraged funding. There is only limited data
available on the cost and sources of funding for projects funded under WEPA I. There was a significant
structural shift in funding between WEPA 1l and WEPA IllI. In particular, the funding allocated to
technology adaptation and commercialization, foreign direct investment, and market/trade development
activities significantly increased, while the funds spent on community economic adjustment, community
planning, access capital, technology linkages, industry collaboration and community innovation
decreased.

Table 4: CHARACTERISTICS OF WEPA I, I, AND 11l

Characteristics WEPA | WEPA I WEPA I
Overview of the Agreement

Term 1996-2001 2003-2008 2008-2013
WD Funding Per Province $20 million $25 million $25 million
Total Budget $160 million | $200 million | $200 million
Project Funding®

Projects Funded 192 147 65
Average WD Funding/Project $417 $645 $1,283
Leveraged WD Funding/Project $2,375 $1,447 $4,470
Leveraged/WD Dollar $5.70 $2.24 $3.48

Another notable difference is the decision to focus on larger projects under WEPA llI, both in terms of
the level of funding provided by the department and the total project costs. The average funding
provided by the department increased from $644,886 under WEPA Il to $1.28 million under WEPA III
while the average total project costs increased from $2.09 million under WEPA 1l to $5.75 million under
WEPA III. Of the 65 projects approved under WEPA Ill, 29 involved departmental contributions of $1
million or more as compared to 30 of the 147 projects approved under WEPA I1l. The following table
compares the distribution in projects by level of funding under WEPA 1l and WEPA IlI.

! The funding data presented in this table is as of the time of the respective evaluations of WEPA 1, I, and Ill and
as such, may not represent the final totals.

12
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Table 5: COMPARISON OF DISTRIBUTION IN DEPARTMENTAL FUNDING AND TOTAL
PROJECT COSTS BETWEEN WEPA || AND WEPA IlI

WD Funding (number of Total Costs (number of
Level of Funding projects) projects)

WEPA Il WEPA IlI WEPA I WEPA Il

0-49,999 28 0 8 0
50,000-99,999 20 1 12 0
100,000-499,999 48 20 42 4
500,000-999,999 21 15 30 12
1,000,000-4,999,999 29 22 33 30
5,000,000-9,999,999 1 7 16 13
10,000,000-49,999,999 0 0 6 5
50,000,000-99,999,999 0 0 0 0
100,000,000-299,999,999 0 0 0 1

Total Projects 147 65 147 65

Apart from the size of projects and distribution of funding by sub-activity, the model for WEPA |lI
generally follows that of its predecessor. A few other notable differences between WEPA Il and Il are
summarised as follows:

e The department introduced a new performance measurement system for all of its projects part
way through WEPA I1l. Reflecting its Program Activity Architecture (PAA), the department
established a series of standard performance indicators for each of its sub-activities. Beginning
in April 2005, the department incorporated at least one standard performance indicator into
each contribution agreement. In addition to one or more standard indicators, each project may
also have unique indicators on which they are required to report.

e Certain provincial priorities have evolved. In Manitoba, for example, the focus shifted from
community development to supporting tourism. In Saskatchewan, the focus shifted from
increased productivity and diversification to supporting community development while, in British
Columbia, the focus shifted from tourism, innovation, entrepreneurship, and sustainable
communities to Asia Pacific, labour market and trade, Aboriginal inclusion, and 2010 Olympics.

e Project funding tended to become less flexible. According to key informants, there were more
rigid restrictions as to what each order of government could fund as well as the ability of
proponents to transfer funding between various line items without a formal amendment.

13
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Ill. EVALUATION METHODOLOGY

This section describes design and the methodology of the evaluation.

A. MAJOR LINES OF EVIDENCE

This project was undertaken in two phases. The first phase consisted of initial interviews as well as a
file and document review leading to the development of a detailed Evaluation Work Plan. The Plan
outlined the strategies and methodologies which were then implemented in the second phase of the
project. The field research undertaken in the second phase of the project included document and
literature review, key informant interviews, case studies, and focus groups.

1. Document and Literature Review

A detailed review was conducted of WEPA documents and files as well as literature relevant to the
activities of the agreements. The document and literature review included:

o A detailed review of relevant documentation including the WEPA Results Based Management
and Accountability framework, briefing notes, project databases, project final reports, and the
2008 WEPA Evaluation Report.

e Developing a profile of WEPA in terms of program objectives, activities, outputs, intended
outcomes, delivery model, budget, and logic model outlining the causal linkages between the
objectives, activities, outputs, and outcomes.

o Areview of the Evaluation Framework prepared by the department which outlines the evaluation
issues, questions, indicators, and data sources to be used in conducting the evaluation.

o A review of literature on other similar agreements that have been established in other regions.
A patrticular focus was placed on agreements involving the federal government and provincial or
territorial governments with objectives related to economic development or diversification.

e A review of literature on other programs in western Canada that share similar objectives as
WEPA. These programs were based on the results of a literature review as well as interviews
with the key informants including federal and provincial government representatives.

2. Interviews with Key Informants

As part of this evaluation, interviews and surveys were conducted with 143 key informants including
WD representatives, representatives of provincial governments involved in WEPA, economic
development experts, other stakeholders, representatives of other programs in Western Canada,
representatives of similar agreements in other regions, project proponents, representatives of spin-off
projects, and proponents of applications that did not receive funding.

The following table provides the target number and number of interviews completed for each key
informant group as well as a short description of each key informant sample. As demonstrated in the
table, the target was to complete 121 to 135 key informant interviews.

14
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Key
Informants

Table 6: SAMPLE FOR KEY INFORMANT INTERVIEWS

Target Description of Sample

Completed

Number

Purposive Criterion sampling. Departmental
Representatives were selected based on their knowledge and
involvement in WEPA activities as well as regional
distribution. 28 representatives were selected and were 26

Rep:’/gslz)nta— 26 o5 interviews_ completed. Of the 26 departmental
tives representatives, 4 were memberg of the management
committees and 22 were WD officers or program leads
working in the regions. Of the 26 representatives, 7 were
from Alberta, 7 from British Columbia, 6 from Manitoba,

and 5 from Saskatchewan.

Provincial Purpo_siv_e sampling. _The participants were selected ba_lsed
Government on the_zlr involvement in WEPA. Of the 10 representatives
Representa- 10 9 mt_e(wewed, 3 r_epresentatlves were from Alberta, 4 from

tives Br|t|§h Columbia, and 2 each from Saskatchewan and
Manitoba.
Purposive sampling. Through internet research and
document review, we identified 10 major academia and

Economic research institutions, and e(_:onc_)mic think-tanks in Canadg.
Development 6 810 10 We contacted each organization and_asked about the_lr

Experts knowledge and expertise in economic development in
western Canada overall and specifically about WEPA. We
interviewed 6 experts who considered themselves
sufficiently knowledgeable to provide input.

Purposive Criterion sampling. We identified 73 industry
associations, economic development groups, research

Other 1310 organizations and non-profits that are active in regions,

Stakeholders

15 16 sectors, or projects relevant to WEPA. We contacted all 73
organizations to determine the level of familiarity with the
department and WEPA as well as their willingness to

participate.
Representati Purposive/Snowball Sampling. Through internet research,
-ves of Other document review and referrals from key informants, we
Programs in 4 4to5 | identified programs in western Canada that fund similar
Western initiatives. We then surveyed programs representatives who
Canada were involved in delivering or managing these programs.
Representati
-ves of Purposive Sampling. We identified similar
Similar 4 1105 federal/provincial programs and selected five which shared
Agreements goals most similar to those of WEPA. 4 interviews were
in Other completed with representatives involved in these programs. .
Regions
Project 50 35 Census. We attempted to contact all project proponents and

Proponents

completed interviews with representatives of 50 of the 65
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Infolfr?]yants Completed l\-lruar;%eetr Description of Sample
projects. Of the 50 proponents, 9 represented projects funded
in Alberta, 14 represented projects in British Columbia, 12
represented projects in Manitoba, and 15 represented
projects in Saskatchewan.
Purposive/Snowball Sampling. During the interviews with
project proponents, we asked them to identify other projects
Spin-Off 15 to and ir_litia_tives create_d as a result of th_e project activities_ or
Projects 19 20 organizations that 3|gn|f|cantly_benef|ted from the project
implementation. Based on the interviews we were able to
identify 20 such organizations and projects and completed 19
interviews.
Census. We were provided by a list of 19 representatives
Proponents associated with applications to WEPA that did not received
of Projects funding (i.e. were rejected or withdrew their application).
That Did Not 9 81010 | We contacted each representative (excluding those who were
Receive turned down for one application but approved for another
Funding and therefore were interviewed as project proponents) and
were able to complete 9 interviews.
121 to
Total 143 135

All key informant interviews were conducted by telephone. Where possible, each individual was
provided a copy of the questionnaire in advance of the interview.

3. Case Studies

Case study reviews were one of the critical lines of evidence for this evaluation. Case study reviews
were conducted of 8 projects funded by the department. The case studies were selected to include a
cross-section of projects by province, type of project, size of project, and type of proponent
organization. The selection of specific projects for case studies also took into consideration the stage of
project development (i.e. completed or close to completion); the willingness of the proponent to
participate, and input provided by departmental representatives regarding the projects.

More specifically, the eight case studies:
¢ Include two projects from each province;

e Had made substantial progress in implementation by the time of the evaluation. Of the eight
projects, four were known to be completed, two had received 90% to 100% of their funding from
the department, one had received 70% to 80% payout, and one had been paid 50% to 60% of
the approved funding;

¢ Include a mixture of technology, market/trade development, and business productivity projects.
Of the eight projects, three were categorized as Improve Business Productivity; one was
categorized as Market/Trade Development and four were categorized as Technology Adoption
& Commercialization.
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¢ Include one non major-urban project (Northern Manitoba) and two large dollar projects (over $2
million in departmental funding). In terms of departmental funding, two projects were approved
for $2 million to $6 million, four were approved for $1 million to $2 million, one was approved for
$500,000 to $1 million, and one was approved for less than $500,000.

¢ Include a mixture of different types of proponents including three university-based projects, one
service organization, one public private partnership, one sector council, one provincial tourism
agency, and one provincial research organization.

In conducting the case studies, the evaluation team collected and reviewed background information
including project proposals, progress reports, completion reports and other project outputs, and
conducted an interview with the departmental project officer responsible for the file. Other methods
include conducting a site visit to the location of six of the eight projects to review the work undertaken
as well as examining documentation regarding the impact and outcomes generated to date. The
evaluation team also conducted interviews with the project proponents who have been involved in the
project, and interviews with a sample of other representatives involved in or impacted by the project. As
demonstrated in the following table, a total of 42 interviews were conducted for the case studies.

Table 7: CASE STUDY INTERVIEWS BY NATURE OF INVOLVEMENT

WEPA 11l Case Study Interviews

Nature of Involvement Frequency

Project Proponents 8

WD Project Officer 8

Others Involved 14

Users of Project Outputs 12
Total 42

The information obtained from the case study reviews was analyzed and summarized and the key
findings included in this report.

4. Focus Groups

As part of the evaluation four focus groups were conducted. Focus group sessions were staged at
departmental offices in Winnipeg, Saskatoon, Edmonton and Vancouver. Representatives were from
the department, the respective provincial government, and other selected stakeholders. An outline of
possible questions was forwarded to participants in advance to help them prepare for the session. The
focus of the discussions varied somewhat from site to site, depending upon the composition of the
groups, the interests of the participants, and relevance of particular questions to that jurisdiction. In
total, 37 representatives participated in the focus groups.
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Table 8: FOCUS GROUP PARTICIPANTS BY TYPE OF KEY INFORMANT

Type of Key Informant Winnipeg Saskatoor Edmonton Vancouve Total

Proponents/Stakeholders 5 5 3 4 17
WD Representatives 1 4 5 4 14
Provincial Representatives 1 1 2 2 6
Total 7 10 10 10 37

The participants were selected based on their knowledge and involvement in WEPA activities. Most
were also interviewed as part of the key informant interviews. All participants were invited by e-mail and
telephone. The sessions were two hours in length.

5. Data Analysis and Reporting

The data from each of the evaluation methodologies was summarized to address each of the relevant
evaluation issues/questions. The data analysis strategy includes the triangulation of multiple lines of
evidence. This involves the extraction of the results from each line of inquiry that relate to each
evaluation issue and cross validation of the findings. This step took into account the strengths and
limitations of each line of inquiry.

B. EVALUATION CHALLENGES AND LIMITATIONS

During the process of conducting this evaluation, a number of challenges were encountered; however
several techniques were employed to overcome each challenge. The main challenges included:

e Timing of the evaluation. In terms of effectiveness, the evaluation focused on immediate and
intermediate outcomes. However, most of the supported projects were newly funded, which
means that sufficient time has not passed to measure the progress made against intended
intermediate outcomes. Many project activities were still underway or only recently completed
and the impacts not yet measurable. The impact of many of the lessons learned, strategies
tested, models developed and results achieved can only be measured over a longer-term.

e Staff turnover in some of the proponent organizations and organizations which applied
unsuccessfully for funding. Some of the lead staff responsible for developing proposals which
were ultimately not approved for funding as well as some lead staff associated with funded
projects were not available for an interview due to staff turnover. To overcome this challenge,
the evaluation team tried to interview other representatives of the organizations who were most
familiar with the project activities. Before conducting interviews, the team made sure that the
representatives had adequate knowledge of the project activities.

e Lack of knowledge and awareness of the department and WEPA among stakeholders and
economic development experts. Many of the stakeholders and economic development experts
contacted for interviews were not aware of WEPA. To overcome this challenge and reach the
targeted number of interviews, the evaluation team expanded the contact list to include a large
number of organizations. Of the 73 stakeholder organizations contacted, the team were able to
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complete 15 interviews. Of the 10 economic research organizations and think-tanks contacted,
6 interviews were completed.

e Potential for respondent bias. The evaluation findings are based, in part, on the views of those
with a vested interest in the program and potentially biased in their responses regarding
program outcomes. Several measures were taken to reduce the effect of respondent biases and
validate interview results including (i) interviewers communicated the purpose of this evaluation,
its design and methodology, and strict confidentiality of responses clearly to participants; (ii)
interviews were conducted by telephone by skilled interviewers; (iii) the respondents were asked
to provide a rationale for their ratings including a description of specific activities which
contributed to the reported outcomes; and (iv) impacts generated by particular activities were
confirmed through document review, case studies, and learning circles.

e |dentifying representatives of similar programs and scheduling interviews. The evaluation team
had to conduct extensive internet research and several telephone calls to identify
representatives of similar programs who had adequate knowledge of their respective programs
and are able to participate in an interview. To overcome this challenge, the team sent the
representatives information about WEPA and this evaluation, explained the importance of their
participation and assured confidentiality of the interviews.

e Limited information available about similar programs. Finding adequate information about
similar programs was a challenge. In particular, it was difficult to gather program specific data
(e.g., description of program design and delivery, budget and administrative cost, performance
measurement system, assessment and selection criteria, etc.). Most programs have limited data
on the Internet and some programs have never conducted an evaluation (or evaluation results
are not publicly available). To overcome this challenge, during interviews the evaluation team
asked representatives of the similar programs to provide materials and resources which include
more detailed information about the programs.

¢ In reviewing the results of the focus groups, it is important to note that the discussion reflects
the opinion of those who were in the room. The participants in the focus groups are not
necessarily representative of all those who have been involved in the program. Given the nature
of focus groups, the main conclusions do not necessarily mean that all participants spoke to the
issue or, if they had, would necessarily agree with the opinions which were expressed by others.

o Difficulty obtaining additional information from project proponents for case study reviews. The
case study reviews required multiple communications with proponents to validate findings,
request additional information and clarify certain aspects and conclusions. With the busy
schedules of most project proponents, it was difficult to arrange times to request additional
information. To overcome this challenge, the evaluation team made consistent and multiple
attempts to contact, used various communication methods (e.g. phone, email), and explained
the importance of their contributions in this review.
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IV. MAJOR FINDINGS

This chapter summarizes the key findings of the evaluation gathered from all lines of evidence, grouped
by evaluation issue and question.

A. RELEVANCE

This section explores the relevance of the WEPA decision-making process in terms of its consistency
with departmental and governmental priorities, and the need for project activities.

1. The need exists for economic development projects in western Canada, and current
departmental program authorities can be used to fund such projects.

When asked to rate how much of a need exists for the type of projects provided through WEPA, on a
scale of 1 to 5, where 1 is no need at all and 5 is a major need, the average rating ranged from 3.7
amongst WD representatives to 4.9 amongst provincial representatives, project proponents, and
proponents of applications which did not receive funding.

The key informants who provided high ratings noted that projects such as those delivered using the
WEPA decision mechanism is needed because it supports critical areas of the economy (e.g.
innovation, research and development, and commercialization); funds projects that often could not be
funded through other initiatives (i.e. may not be eligible for funding or for which there is a shortage of
funding available); levers funding from multiple sources; facilitates wider and more knowledgeable input
into the selection of projects; promotes increased understanding between the two orders of government
regarding development opportunities, priorities and needs; coordinates development activities; and
results in projects that are relevant to the needs of the local economy.

Some key informants noted that, because funding come from existing Western Diversification Program
(WDP) authority or provincial government funds, WEPA does not complement other funding as much
as it simply duplicates or adds a level of complexity to structures that are already in place. In the
opinion of some, WEPA complements the WDP only in that it allows the department to provide funding
to provincial agencies without a specific Order in Council.

The departmental mandate allows for the funding of economic development projects using decision
making mechanisms developed under the Western Diversification Program authority. Some key
informants, mostly WD representatives, who provided a lower rating, believe that the federal and
provincial governments would continue to cooperate, communicate and invest in similar projects in the
absence of a WEPA decision making agreement. Furthermore, direct funding by the department may
be more efficient and effective to the extent that the approval process would be simpler (i.e. only one
order of government would be involved), and the department could focus more specifically on its priority
areas and perhaps more easily adjust those priorities over time without an intergovernmental decision-
making process as WEPA.

2. A review of the literature confirms a need for projects that can facilitate economic
development and diversification of the economy in western Canada.
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Despite some improvements in recent years, the economies of the western provinces remain heavily
dependent on the resource sectors. Western Canada’s economic output from mining, forestry,
agriculture and oil and gas activities accounts for about 15% of the region’s Gross Domestic Product,
compared to only 3% for the rest of Canada®. Over the next several years, further developments in
resource sectors are predicted to be the primary source of economic growth in the region. Growth is
expected in the forestry, mining and national gas sectors in British Columbia, the oil and gas sector in
Alberta, the potash and crude oil sectors in Saskatchewan, and the mining sector in Manitoba®. While
growth in these sectors is welcomed, heavy dependence on the resource sectors can create challenges
and make the economy more vulnerable to fluctuations in global markets and volatile commaodity prices.

The rate of economic diversification in western Canada will be influenced by a variety of economic
drivers such as the level of investment in research, development and commercialization, business
productivity, access to key markets, and access to investment capital. The available literature indicated
that:

e The level of business investment in innovation in western Canada is low. Compared to other
developed nations, industry in Canada and particularly the western provinces lags behind in
terms of investment in research and development activities, and the commercialization of
research and development products®. Alberta, Manitoba and Saskatchewan have the lowest
levels of business expenditures on research and development®. The Coalition for Action on
Innovation in its recent Action Plan for Prosperity stresses the need for government action to
build a more innovative Canada®.

e From 1981 to 2007, increases in labour productivity contributed to 57% of per capita income
growth, meaning it was the largest contributor of the improved standard of living in Canada’.
However, compared to other Organization for Economic Cooperation and Development
(OECD) countries, Canada and particularly western provinces rank very low in terms of labour
productivity and productivity growth. Canada ranks 17" among 20 OECD countries and 6"
among the G7 countries in terms of productivity increase over the last 30 years®. In 2007, the
level of business sector labour productivity in Canada was only 75% of the level in the United
States’. Low levels of business productivity in Canada is associated with weak investment by
firms in innovation and building their knowledge capital, a failure to realize the opportunltles
from increased specialization, and weak business practices and governance mechanisms™°
Some of the strategies, which can be implemented by government to boost busmess
productivity, include investments in research and development, innovation, programs to
facilitate development of technical, management and entrepreneurship skills, and adoption and
diffusion of the latest state-of-the-art technologies™

¢ Small and medium-sized enterprises (SMESs) play a significant role in the Canadian economy.
SMEs contribute approximately 41 percent of overall Canadian Gross Domestic Product, and

2 WD. Value Capture Strategies in Key Sectors and Potential for Foreign Direct Investment in Western Canada.
3 Canada West Foundation. An Extraordinary Future: A Strategic Vision for Western Canada
* Conference Board Canada. 2009. How Canada Performs: A Report Card on Canada
5 The Conference Board of Canada. 2009. Western Canada Productivity, Competitiveness, and Potential.
6 Coalition for Action on Innovation. Action Plan for Prosperity, October 2010
7 Boothe P. & Roy R. Business Sector Productivity in Canada: What do we know. International Productivity
OECD Productivity Database
Boothe P. & Roy R. Business Sector Productivity in Canada: What do we know. International Productivity Monitor
Boothe P. & Roy R. Business Sector Productivity in Canada: What do we know. International Productivity Monitor
! Conference Board of Canada. 2011. Labour Productivity Growth
http://www.conferenceboard.ca/hcp/Details/Economy/measuring-productivity-canada.aspx
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employ a majority of the Canadian work force®. The role of SMEs in economies of some
western provinces is especially important. For example, 98 per cent of all businesses in British
Columbia are SMEs™. SMEs are also the driving force behind Canada’s productivity and
productivity growth. According to research, over the last 10 years, SMEs have led larger firms
in terms of productivity growth'*. However, the recent economic downturn, increasing labour
costs, and the high Canadian dollar have created many challenges for SMEs and increased
the need for programming, particularly programming that enables SMEs to upgrade and
modernize facilities, equipment and processes, revise their business process, build new
partnerships, connect with suppliers and expand into new markets®.

e The economy in western Canada is heavily dependent on export trade. The continuing growth
of Asian economies provides significant trading opportunities for Canadian business,
especially for businesses in western Canada. Despite recent declines in international trade
due to the recession, Canadian trade, especially trade with Asian countries, is demonstrating a
steady increase'®. Aimost 75% of Canada’s exports to Asian countries are shipped through
ports in British Columbia'’. The value of trade through British Columbia ports is expected to
increase from $35 billion in 2005 to $75 billion by the 2020, By strengthening the supporting
infrastructure, establishing partnerships, and supporting trade activities (e.g. trade shows,
business trips etc.) governments can help business to enter into new markets and expand
trade activities.

e Competition for foreign investment is increasing. Although Foreign Direct Investment in
Canada overall and particularly in western Canada is on the rise, Canada faces increasing
competition from developing countries which are taking advantage of trade liberalisation and
infrastructure improvements'®. Canada’s share of the global stock of inward Foreign Direct
Investment fell from 9.8% in 1980 to 6.3% 1990 and to 3.2% in 2006%. There is an important
role for government in branding and communicating western Canada’s advantage as a place
to invest and do business?’.

3. The specific objectives, priorities and activities of WEPA are aligned with departmental
strategic outcomes and government-wide priorities.

The mandate of the department focuses on the development and diversification of the economy of
Western Canada. Towards that end, the department works to promote innovation, business
development and community economic development?’. The activities of WEPA contribute to each of
these priority areas. More specifically, WEPA supports investments:

¢ In innovation that promote the growth of a stronger, sustainable knowledge-based economy.
As noted in Chapter Il, WEPA has supported investments in technology adoption and
commercialization, research and development, and building the knowledge infrastructure.

12 Industry Canada. 2011. Key Small Business Statistics
¥ WD. 2011. Small Business Profile
14 RBC, "Small and Medium-Sized Businesses are Driving Productivity Gains," October 2006
15 BDC'’s Entrepreneurial Insight, February 2008
16 canada Pacific Gateway. 2010. Asia-Pacific Gateway and Corridor Initiative Reaches A Milestone.
17 Roslyn Kunin and Associates Inc. 2007. Final Report: Situation Analysis of Projected Asia-Pacific Gateway Investment in
the Western Provinces with a Focus on Human Resources.
'8 BC Ports Strategy
!9 Conference Board 2004. Open for Business? Canada'’s Foreign Direct Investment Challenge.
%0 United Nations Conference on Trade and Development. World Investment Report 2007
%L Conference Board 2004. Open for Business? Canada’s Foreign Direct Investment Challenge
22 WD Report on Plans and Priorities, 2011-2012
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e In business development that helps small and medium-sized enterprises become more
innovative, grow faster, create value-added jobs and compete in global markets. WEPA has
supported investments in improving business productivity, developing new markets, and
attracting foreign direct investment.

e That helps rural and urban communities adjust to changing economic circumstances, invest in
public infrastructure and sustain their local economies. More specifically, WEPA has supported
a small number of investments that facilitate improvements to community infrastructure. In
addition, investments in innovation and business development also contribute to community
economic development.

WEPA is consistent with the operational priorities of the department. In 2010-2011, these priorities
included supporting technology commercialization (facilitating the translation of knowledge and
technology into commercial opportunities); expanding trade and investment (enhancing the participation
of SMEs in global markets, creating value-added opportunities connected to western Canada's
gateways and corridors; raising western Canada's visibility as a competitive investment location); and
facilitating business productivity and competitiveness?®. Of the 65 WEPA projects approved as of
March 31, 2011, 26 focused specifically on technology adoption and commercialization, 13 focused on
market/trade development while 2 focused on foreign direct investment, and 16 focused specifically on
improving business productivity.

In addition, the focus of WEPA is consistent with federal government priorities. The Speech from the
Throne in 2011 highlighted the federal government’s commitment to supporting business development,
productivity, innovation, trade, and economic competitiveness. The Speech stated that government will
support innovation and new technologies; “continue to make targeted investments to promote and
encourage research and development in Canada's private sector”, universities, colleges and
polytechnics; and will facilitate “opening new markets for Canadian businesses and work towards
“attracting foreign investment to our economy.”**

All WD representatives agreed that WEPA is consistent with the federal government agenda in Western
Canada as well as with departmental priorities. These key informants noted that WEPA contributes to
government priorities by supporting technology development and commercialization, trade expansion
and investment attraction; improvements to business productivity, and strengthening Canada’s
competitive advantages, all of which contribute to economic development and diversification in Western
Canada.

4. The specific projects supported under WEPA are consistent with the priorities of the federal
government.

During the negotiation of WEPA 111, each provincial government was invited to define specific provincial
priorities. To the extent that the priorities of the two orders of government may conflict, this raised the
possibility that projects could be funded under WEPA which were not consistent with federal
government priorities. However, this has tended not to occur for two reasons. First, the priorities of the
federal government tended to be defined so broadly that they could be seen as encompassing all of the
provincial government priorities. Secondly, the project review and approval process provided a
mechanism through which the funding partners could discuss current priorities, select appropriate

23 WD Report on Plans and Priorities, 2010-2011.
4 Speech from the Throne. 3 June 2011, Ottawa, Ontario
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projects and, at times, even shape projects in such a manner that they would better contribute to the
priorities of both orders of government.

It should be noted that several WD representatives did perceive that certain negotiated provincial
priorities were either not consistent with departmental priorities or at least currently represent a
relatively low priority for the department. The provincial priorities mentioned most frequently were
promoting Manitoba as a tourism destination across the globe and promoting community and regional
development and diversification in Saskatchewan (since the agreements were negotiated, community
economic development has become much less of a priority for the department). Very few community
economic development or tourism projects were approved.

It was more common for provincial representatives to note examples where they saw possible projects
as being consistent with the stated federal government priorities yet not supported by the department
because they were considered to be a low priority at the present time.

5. WEPA is an appropriate role for the federal government given its responsibilities related to
economic development. However, WEPA is not a necessary role given the possibility of
using other models to promote economic development.

Key informants were asked whether WEPA is an appropriate and necessary role for the federal
government. Given the shared responsibilities of the federal and provincial governments with respect to
economic development, most key informants saw participation in a joint decision making process such
as WEPA to be an appropriate role for the federal government.

Is the funding of WEPA an appropriate and necessary role for the federal
government?

es, it is an appropriate an
necessary role 80%

35%

100%

I

Yes, it is an appropriate but

0,
not necessary role 0%

0%

o ) ) 4%
No, it is neither appropriate

0,
nor necessary role 20%

0%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

BWD representatives (n=26) BED Experts (n=5) OProvincial Representatives (n=10)

However, some key informants from the department disagreed that WEPA is a necessary role. It was
viewed as not necessary for the department to promote development through a bi-lateral agreement
such as WEPA,; rather, the department could and does use other strategies such as direct funding to
promote development.
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6. WEPA is seen as a decision-making tool that allows the department to deliver on projects
linked to objectives under the Western Diversification Program authority. WEPA’s share
many of the advantages and disadvantages of intergovernmental agreements.

The WEPA is funded under the program authority of the Western Diversification Program (WDP).
Contributions under the WDP support activities that develop and diversify the western Canadian
economy and activities where economic and/or employment benefits accrue primarily within western
Canada. Funding is focused on activities that: support innovation; promote a competitive and expanded
business sector in Western Canada; and, develop sustainable communities that improve the
competitiveness and quality of life in western Canadian communities. As a decision making tool, WEPA
allows the department to fund projects that support WDP’s broad objectives using a governance model
that incorporates provincial and federal management committees.

The comparative analysis undertaken for the evaluation revealed that the decision making processes of
WEPA share many of the advantages and disadvantages of intergovernmental agreements. In
particular, the agreement facilitated joint planning and coordination, reduced the risk of duplication and
overlaps, enhanced intergovernmental partnership and relations, increased the profile of funded
projects, helped to create better referrals to other sources of funding, and greater leveraging of financial
and in-kind contributions.

The disadvantages included decision-making processes which tended to be long and bureaucratic as
federal and provincial government approach to making decisions differed significantly. In addition, less
attention was given to areas where government priorities do not align (e.g. community economic
development and tourism). Also coordination and administration of the process required significant
efforts and resources; and the money spent on the programming activities may not be necessarily new
as both governments would have spent similar amounts through other avenues if WEPA did not exist.
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B. ACHIEVEMENT OF EXPECTED OUTCOMES

This section describes the effectiveness of projects implemented using the WEPA decision making tool
with respect to achieving departmental objectives.

1. Itis too early to determine the ultimate impact of WEPA Il projects given that most projects
are still in the implementation phase or have only recently been completed.

Significant time is required for projects such as those funded through WEPA to fully implement their
activities and generate expected outcomes. Most WEPA projects, however, were still being
implemented at the time of this evaluation. According to project proponents, 60% of projects were still
on-going, 38% had only recently been completed and 2% (one project) had not yet started.

What is the current status of the project?

On-going 60%

Suspended [0%
Has not started 7. 2%
Cancelled |0%
Other | 0%
Do not knowi 0%

0% 20% 40% 60%

% Project Proponents (n=15)

2. WEPA projects were viewed as having made significant progress towards achieving their
objectives.

The project proponents most commonly view the objectives of their projects as developing new
products, technology, innovation or infrastructure; developing new and expanding existing markets;
improving business processes, productivity and competitiveness; engaging in research, development
and testing; preparing a workforce and addressing labour issues; and supporting local economies.

The project proponents and other key informants were asked to rate how successful WEPA projects
have been to date in achieving their objectives. On a scale of 1 to 5, where 1 is not successful at all and
5 is very successful, project proponents provided an average rating of 4.6. Project proponents noted
that their intended project activities were or are being implemented as intended. Projects have
produced outputs such as research and technology products, and training that have been utilized or
purchased by other organizations, and that projects have met or are on track to meet their performance
indicators. Amongst the key informants, the average ratings regarding the success of WEPA projects in
achieving their objectives varies from 3.5 amongst stakeholders to 4.1 amongst departmental
representatives.
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On a scale of 1to 5, where 1 is not at all successful and 5 is very successful,
how successful do you think WEPA/the WEPA project is to date in
achieving its objectives?

Other Stakeholders
(n=12)

catorn covnn ey NN : ;
Western Canada (n=2) '

oaives (n=12) T :
Representatives (n=12) i
WoRe e e I - -
(n=25) :

Project Proponents 4.6
(n=47) m

2 3 4 5
Average rating 1 is not at all successful and 5 is very successful

3.4

|

=

While noting that it is premature to determine the eventual impacts as many projects were still ongoing,
key informants highlighted the success of various projects, the effectiveness of the projects in
leveraging funding from various sources, and the level of coordination and communication between the
federal and provincial governments. Those who provided a lower rating noted delays in project
approvals which slowed implementation and resulted in some projects not going ahead. In addition, a
few projects were not implemented as planned and/or did not generate desired outputs or outcomes
due to problems with the WEPA decision making process. A review of 8 case study projects
demonstrated that, although most projects experienced at least some delays and one project had not
yet made any progress towards meeting performance targets due to delays, all projects still expect that
they will achieve their objectives and meet their performance targets.

3. In most provinces, the WEPA decision-making process was viewed as successful in
promoting collaboration and strengthening the partnership between the federal and
provincial governments.

Government representatives were asked to rate the extent to which WEPA has been successful in
promoting collaboration and partnership between the two orders of government using a scale of 1 to 5,
where 1 is no impact at all and 5 is major impact. As demonstrated in the following figure, WD
representatives provided an average rating of 4.2 and provincial representatives provided an average
rating of 4.4.
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How much of an impact do you believe that WEPA has had in terms of
promoting collaboration and strengthening the partnership?

Provincial
Representatives (n=9)

WD Representatives
(n=24)

1 2 3 4 5
Average rating 1 is no impact at all and 5 is major impact

Government representatives noted that partnership is the central premise of WEPA. They highlighted
the importance of the joint federal-provincial funding in:

e Coordinating the activities of the two orders of government by facilitating joint planning and
decision-making within an area of joint responsibility. The decision making process under
WEPA contributed to greater communication and coordination at both the project
officer/program level and across senior management. The agreements resulted in increased
understanding between the two orders of government regarding the needs of the respective
provinces, key strategic directions and existing initiatives.

e Facilitating a longer-term, more strategic approach to development focused on series of
related projects and initiatives. The coordinated, strategic approach extended beyond projects
funded under WEPA by facilitating greater coordination in other support provided by the two
orders of government.

e Making more informed decisions in the selection of projects. One of the strengths of the
existing model was that it facilitated input from a wide variety of federal and provincial
representatives who were familiar with the sectors, markets, technologies, and proponents.

e  Supporting the development and implementation of incremental, industry-driven projects which
meet the development needs of the province. By working in collaboration with industry
organizations and provincial governments, WEPA helped to better align the priorities of the
proponent, the federal government and the provincial government. In addition, it enabled the
department to provide funding to provincial crown agencies without a specific Order in Council.

Some representatives who provided lower ratings noted that the joint decision-making was not
necessarily an easy task and, at times, generated strong disagreements regarding the selection of
projects.
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4.

Reflecting the diverse nature of the project activities supported, WEPA projects generated a
wide range of impacts. WEPA projects generated their most significant impacts in terms of
strengthening innovation, improving business productivity, and promoting trade and market
development.

Government representatives were asked to rate the impacts that WEPA projects have had with respect
to each of its expected outcomes using a scale of 1 to 5, where 1 is no impact at all and 5 is major
impact. The results are summarized below.

How much of an impact do you believe that WEPA has had in terms of:

Strengthening innovation EEG——
. . - 3.9
Improving business productivity 3.7
Promoting trade and market * 3.9
development 3.7
Addressing the priorities * 3.6
negotiated with the province(s): 3.3
Increasing value-added production # 3.3
in traditional industries 3.2
Promoting attraction of foreign ﬁs_‘
direct investment 34

Facilitating community economic | 07
planning, development and :
. ) 2.6
adjustment: ‘
) ) 2 3 4 5
Average rating 1 is no impact at all and 5 is major impact
m WD Representatives (n=24) OProvincial Representatives (=9)

Government representatives provided the following rationale for their ratings and examples to illustrate
the nature of the impact.

Strengthening innovation (e.g. increasing research and development, strengthening
technology linkages, facilitating technology adoption and commercialization, and/or
strengthening the knowledge infrastructure). Strengthening innovation was the major area of
focus, accounting for 64% of the WEPA funding approved to date. Innovation projects resulted
in technology demonstrations and prototypes, and facilitated technology adoption and
marketing.

Improving business productivity. WEPA projects facilitated business investment in technology
to improve productivity, supported general and entrepreneurship training, and improved
business operations and processes. Sixteen percent of the funding and 25% of the projects
funded to date focused on improving business productivity.
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e Promoting trade and market development. Twelve percent of the funding and 25% of the
projects funded through WEPA was categorized as market and trade development. Several
projects implemented in Manitoba were highlighted as having a significant impact in terms of
promoting international trade and market development in the province.

e Addressing the priorities negotiated with the province(s). Each Agreement defines specific
provincial priorities. Each province was viewed as having made progress towards achieving
provincial priorities as a result of implementing projects, with the rating being highest in Alberta
where the focus was on innovation and technology transfer.

e Increasing value-added production in traditional industries. Compared to other priority areas,
few projects were implemented which focused directly on value-added production in traditional
industries. Approximately 7% of funding directly focused on increased value-added production
in traditional industries. However, several other projects in the forestry, agriculture and mining
industries (e.g., Composites Innovation Centre, Canadian Manufactures and Exporters
Manitoba Division Centre of Excellence, and FPInnovations) impact on value-added
production. In addition, it is anticipated that some of the technology projects will lead to
increased value-added production in traditional industries over the medium to longer-term.

o Promoting attraction of foreign direct investment. Only two WEPA projects directly focused on
promoting foreign direct investment in Western Canada, including a project related to
Vancouver Olympics 2010. In addition, several projects such as YES Winnipeg and
CentrePort Canada Corporation were not categorized as investment projects but are expected
to generate foreign direct investment in the future.

e Facilitating community economic planning, development and adjustment. According to WD
representatives and provincial representatives, projects specifically aimed at community
development were not a high priority for WEPA. Only two community planning/economic
adjustment projects were funded through WEPA. Nevertheless, many projects funded through
the department have supported business and job creation and have already or will contribute
to community development.

5. Although many are still on-going, the WEPA projects have already made significant progress
towards achieving their performance targets®.

The performance measurement system used by the department requires project proponents to collect
and report data on a number of agreed upon standard and unique performance indicators (usually up to
a maximum of five indicators per project). When the projects are approved, targets are established for
each indicator. Throughout project implementation, the proponents may provide periodic updates to the
department on performance indicators and targets. During the interviews conducted as part of this
evaluation, project proponents were asked to provide updates on their respective performance
indicators.

The following table provides a list of all 22 performance indicators which are associated with two or
more of the 65 WEPA projects, the number of projects using each indicator, the number which have
reported their performance to date (with the number of those surveyed provided in brackets), the

% The funded projects are expected to be completed by September 30, 2013
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aggregated target numbers, the progress previously reported to the department on each indicator (prior
to the survey), and the revised totals after updating the progress based on the results of the survey.

As demonstrated in the table, on an aggregate basis, seven of the targets for the 22 indicators have
already been met and three are very close to being met. In particular, the WEPA projects have met or
exceeded targets in terms of introducing technologies to market, participating in export and market
development initiatives, preparing export ready companies, creating industry association partnerships,
training people, facilitating investments, and achieving client satisfaction. The WEPA projects are very
close to meeting their targets in terms of identifying products and processes for further research and
development, demonstrating viable technologies, and creating and expanding businesses. The
indicators requiring much more progress to be reported to achieve the targets include facilitating
investment, creating spin-off companies, and executing licenses. Each of these indicators would require

considerable time after completion of the project to be realized.

Table 9: WEPA PERFORMANCE MEASURES

Projects

Common Performance . .. Aggregated Previously Updated
: with Reporting
Indicators : Target Reported Total
Indicator

Innovation
Technology demonstrations 15 12(8) 91 19 33
Prototypes developed 11 10(8) 82 33 36
Technologies to market 8 7(5) 203 402 1,018
Technologies adopted 5 4(2) 49 14
Patents filed/issued 5 5(4) 29 6
Products or processes that are
identified for further R&D 3 1(1) 19 4 14
Demonstrations of viable 5 1(1) 13 ) 8
technology
Licenses executed 2 1(1) 12 - 0
Export and Market Development
Co's participating in e_xp_ort_ and 8 8(7) 5105 5138 5268
market development initiatives
Increase in sales 8 6(4) $ 100,400,000 $ 46,610,000 $59,896,000
Export ready companies 4 3(3) 110 97 132
Employment and Staffing
Jobs created or maintained 20 20(12) 7,033 903 2,780
People trained 4 4(3) 593 132 596
Skilled personnel 2 2(0) 52 12 12
Investment
Venture capital invested 2 2(2) $ 16,500,000 $ 1,600,000 $6,970,000
{/r\}(grect investment facilitated by 5 4(0) $22,200,000 - | $29,100,000
Business Creation
Businesses
created/maintained/expanded 16 15(8) 1,356 471 1,341
Spin-off companies formed 4 4(2) 19 - 1
Other
Projects promoting participation 6 5(5) 63 17 26
in major international events
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Projects
with Reporting*

Indicator
4 3(3)

Common Performance

Aggregated Previously Updated
Target Reported Total

Indicators

Industry association
partnerships created

Client satisfaction with business
services provided

Client satisfaction as measured
at a minimum of two events

* Provides the number of projects that we were able to obtain performance data either through surveys or by
reviewing WEPA performance files. The numbers in brackets indicate the number of projects with whom the
evaluation team completed surveys

57 42 57

3 2(1) 3 1 1

2 2(2) 80% 80% or 92% 89% or 92%

From the sample of 50 projects which were the focus of proponent interviews, eight projects were
selected for further case study. The document and follow-up interviews with various representatives
associated with or impacted by these eight projects confirmed the data reported by the proponents. Of
the eight projects, one has already fully met their performance targets, six have made significant
progress, and one has yet to report any progress due to delays in receiving security certification. All
eight projects expect to fully meet their performance targets over time.

Although still early in implementation, the case study projects have already generated significant
impacts in terms of facilitating development of technology, innovation and skills, creating jobs, and
increasing revenues. The case studies highlight the diverse nature and success of the projects
supported under WEPA. These include:

¢ Installation of underground mining stimulators and mining training programs developed to better
prepare workers for the mining industry; and raising the profile of Manitoba in international
markets and increasing tourist volumes and revenues in Manitoba;

e Establishing a new mineral analysis laboratory in Saskatchewan, to conduct mineral analysis for
the mining industry and researchers. This also resulted in creating jobs, increasing revenues
and contributing to local economic development;

e Availability of a cutting edge neuroscience technology in Alberta for researchers and industries
helping to create and commercialize new prototypes, drugs and biological implants.

e The attraction of 49 students from India to attend internship programs at various universities in
British Columbia and build their skills. Some of these students have already returned to pursue
a graduate degree in various fields. Representatives of various industries expressed interest
and support in the program, which may lead to more skilled people working in British Columbia
in the future.

6. The impact of WEPA projects extends beyond the direct impact of the projects to include the
impacts of follow-on projects, investments, and developments.

The impacts were not limited to the direct impacts of each project. Projects often lead to follow-on
projects or investments by the proponent organization or by other organizations which may utilize the
technology, knowledge, products or services created by the project. Even though most WEPA projects
are still in the implementation phase, the results of interviews with project proponents as well as others
involved in spin-off projects indicated that the projects have already generated significant follow-on
projects and investments. Fifty-two percent of project proponents (26 of the 50) reported that their
WEPA project have already led to other projects, investments or developments. The proponents
estimate that these developments will involve new investments of nearly $84 million. A further 26% of
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the proponents expected their projects to lead to other projects, investments or developments in the
future.

Of the 26 project proponents who indicated that their projects have generated new projects and
investments, 14 were able to elaborate on the impact of these projects. Examples of such impacts
include the provision of an in-school science program to 9,000 students from grades 7 to 12 in Alberta,
and the participation of people in various related employment training programs. Other examples were
pilot projects to demonstrate technology developed or staging of events (e.g. a film festival in
Manitoba), implementation of new communication and network technologies in several remote
communities. ,

As part of the evaluation, representatives were interviewed from 19 other organizations identified by the
project proponents as having undertaken spin-off projects, investments or developments related to the
original WEPA project. The objectives of these follow-on activities varied widely, from developing and
testing new technology and software to commercializing new products, exploring new markets, raising
awareness of the new technology, undertaking business development and expansion, and building
partnerships. When asked to rate the success of their follow-on activities on a scale of 1 to 5, where 1
is not successful and 5 is very successful, these representatives provided an average rating of 4.5. The
following figure indicates the impacts mentioned by proponents of spin-off projects.

Has the project had an impact on your organization in terms of:

Facilitating partnerships; strategic alliances, and ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
collaborations | e ‘ ‘ ‘ ,-5‘,’55/ ‘ ‘ ‘ =] 89%
Skill development ,-55;"-”‘ ‘ ‘ ,-"ff?’ ‘ i ‘ 72| 89%
Developing new markets o, ‘ ‘ ‘ ,-f-‘-‘:-"'f ‘ %1 849
Increasing revenues i A 63%0
Creating or maintaining employment 58%
Developing, commercializing or adopting new |
technologies | BaaE 2
Encouraging or attracting investments : S : : : ,a‘;‘.'-:il 53%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

‘ BProponents of Spinoff Projects (n=19) ‘

The proponents of spin-off projects provided the following rationale for their ratings and examples to
illustrate the nature of the impact.

e Facilitating partnerships, strategic alliances, and collaborations. The proponents of spinoff
projects entered into a range of partnerships and collaborations. The partnerships included
establishing agreements over joint project implementation, publishing research reports and
articles, obtaining new investments and product developments, building various facilities and
infrastructure projects, and participating in various working groups and advisory committees.

o Skill development. The projects contributed to the development of skills and capacities of the
staff members of the spin-off organizations as well as helped other industries, businesses and
students learn about and utilize various products and services.
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o Developing new markets Four proponents noted that their new markets included various
regions in Canada and six proponents were able to expand to international markets such as
United States, Poland, Russia, Mexico, Brazil, China, Australia, United Kingdom, Brazil, Spain,
and Germany.

e Increasing revenues. Of the ten proponents who noted an impact in increasing revenues, three
were able to quantify the revenue increase on a dollar basis and two indicated a percentage
increase. According to three proponents, the project helped them to increase revenues by $44
million.

e Creating or maintaining employment. The proponents of 11 spinoff projects, who reported an
impact in creating or maintaining employment, noted that the project created or maintained
187 employees. Most of the created/maintained employment was for high-skilled positions in
technology, research, Information Technology and marketing sectors.

e Developing, commercializing or adopting new technologies. 10 proponents reported
developing or adopting 18 different technologies such as iPad and iphone software and
applications, networking device for computers, data downloading smart meters,
communications equipment, fibre-optic technology, storage devices, lithium technology, device
controllers and switches, and GPS technology. They also reported commercializing five
products.

e Encouraging or attracting investments. The proponents of spin-off projects noted that new
investments came mostly through connections and partnerships that they built through project
implementation. According to the proponents, four projects generated an investment of $10.8
million for their organizations.

The follow-on projects, investments or developments may themselves generate further follow-on
activities. Of the 19 proponents of spin-off activities interviewed, 21% (4 proponents) indicated that
their projects have already led to other projects, investments or developments and an additional 37%
noted that will happen in future. The secondary spin-off projects included a demonstration of products
in other regions, and expanding project activities to other regions. The investment generated by new
initiatives totalled $5.4 million, with the funding provided by governments, industry groups and private
companies.

Of the 8 projects reviewed as case studies, 4 also generated spin-off projects, follow-on investments or
developments. For example, after participating in international sales trips organized through a WEPA
project, an industry partner was able to build business partnerships with 15 tour operators from five
different countries, attract $1.3 million new investments and increase their customer base by additional
400 clients. A nanotechnology research facility specialized on nerve repair engaged in partnership with
private sector companies to develop neuron-science drugs and train research fellows. An infrastructure
innovation cluster helped partner companies to attract significant new investment for developing and
commercializing new technologies. A world class electron microscopes established in Alberta through a
WEPA project led to a new project to introduce nanotechnology to students in the province.
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7. The success of WEPA activities in producing expected outcomes is attributed to the
collaboration and partnership between governments, the ability to leverage other funds, the
flexibility of selecting projects, and the skills of program staff.

This evaluation explored key factors that may have contributed to the success of WEPA programming.
Factors identified by key informants include:

e Collaboration and cooperation between two orders of governments, which helped to set
common goals and priorities and identify worthy projects.

e Ability to leverage substantial amounts of funds from other sources, including the federal and
provincial governments as well as the private sector.

e Clearly defined and agreed upon activity goals and priorities.
e The flexibility of selecting various projects across different sectors and regions.

¢ Involvement of skilled staff members and capable project partners. The expertise, skills and
commitment of the people involved in WEPA activities, including both federal and provincial
government representatives, played a significant role in the success of the projects.

According to the project proponents, the success of projects can be attributed to skilled and committed
project staff and the capacity of proponent organizations to deliver quality project activities and develop
innovative products and technologies. The ability of the projects to reach out and involve community
members, clients and other stakeholders in the project activities and partnerships and support from
other stakeholders, and communities also played an important role in success of the WEPA projects.

8. Several project-specific factors such as delays in project approvals and implementation,
lack of stakeholder support and difficulties in accessing additional funds served as
obstacles to the success of WEPA.

While projects have generally been successful, they have faced some constraints. Key informants
indicated that the following obstacles related to the decision-making process under WEPA served as an
impediment to achieve results in projects.

e Changes in provincial governments can cause a shift in priorities and delay project
approvals. There was the concern that the lack of dedicated funding makes provincial funding
more vulnerable to government freezes and cutbacks.

e Project development and approval was cited as a complex process, which require
significant administrative efforts. Each WEPA project needed to be approved by at least two
government bodies (federal and provincial). The application process and project requirements
may differ significantly among funders, which created a significant administrative burden on
applicants. This burden includes eligible expenditures and funded budget lines which differ
among funders.

e Involvement of multiple players in the decision making process which can constrain
coordination and communication. Coordination of activities with multiple stakeholders
required additional time and effort. In particular, when the priorities and funding objectives of the
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two governments do not exactly align require significant coordination. This slowed down the
process and increased bureaucracy in making decisions.

Other constraining factors most commonly identified at the project level included resource constraints
related to difficulties in accessing other sources of funding to continue or expand project activities;
limited interest from stakeholders and clients in participating in project activities or using outputs;
internal issues related to project administration and management; the economic downturn which
affected the business environment in the region; and issues with respect to meeting the product or
certification standards. Constraining factors identified with respect to the design and implementation of
WEPA is discussed in the following section.
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C. PERFORMANCE: EFFICIENCY AND ECONOMY

This section reviews the findings of the evaluation regarding the efficiency and economy of the WEPA
decision-making process.

1. The WEPA decision-making process had both some benefits and challenges.
Government representatives were read a series of statements regarding the design of WEPA and then

asked if they strongly disagreed, somewhat disagreed, neither agreed nor disagreed, somewhat agreed
or strongly agreed with each. The responses are illustrated below.

For each of the following statements, we would like to know whether you
strongly agree, somewhat agree, neither agree or disagree, somewhat disagree
or strongly disagree.

WEPA had a clearly defined and
appropriate governance structure 45
(including processes,
responsibilities and -9
accountabilities)

WEPA is well-structured given what
it has been attempting to
accomplish

4.3

4.1
WEPA intended outcomes and
performance measures are clear, 4.2
quantifiable and consistent with
departmental reporting
requirements.
3.6

4.3

The program is flexible in 43
responding to the funding
opportunities presented

1 2 3 4 5
Average rating 1 is strongly disagree, 3 is neither, and 5 is strongly agree

® WD Representatives (n=24) OProvincial Representatives (n=10)

The federal and provincial government representatives generally agreed that:

e WEPA has a clearly defined governance structure. The members of the WEPA Management
Committees tend to have been involved in the agreement for a number of years and, in some
cases, for multiple generations of agreements. The management committees have developed
administrative guidelines for the application, assessment, approval, reporting, implementation
and monitoring of projects as well as measurement of results achieved.

The time required to review and approve applications can be delayed by the need for parallel
reviews (i.e. applications are reviewed by both the federal and provincial governments), the
time that may be required to get a proposed project on the agenda of a management
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committee meeting, and the necessity to obtain further approvals once a project is
recommended by the management committee.

WEPA was well-structured given what it has been attempting to accomplish. The WEPA model
contributed to effective government support for economic development by increasing
understanding between the two orders of government. The WEPA model was viewed to have
facilitated joint planning and decision-making within an area of joint responsibility. Most project
proponents and a majority of proponents of applications who did not receive funding consider
WEPA to be well-structured. The project proponents and other applicants indicated that WEPA
decision-making process was supported by qualified project officers who provide useful
guidance to proponents and were committed to successful implementation, and have an
effective reporting and performance measurement mechanism which ensures accountability of
results and achievement of objectives.

Those who felt that WEPA was not well-structured focused primarily on the application and
reporting process, which they felt was cumbersome and bureaucratic. In particular, the
proponents and other applicants noted that the requirements often vary between the federal
and provincial governments, and the process can take a long time and much effort to
complete.

e The intended outcomes and performance measures were clear, quantifiable and consistent
with departmental reporting requirements. The performance measurement system had
numerous strengths including:

= Performance indicators were clearly defined in each contribution agreement and specific
targets were established for each;

= The inclusion of standard indicators allowed for the aggregation of certain data and the
carrying forward of that data into the department’s performance reporting; and

= Proponents demonstrated a strong commitment to collect and report on the performance
indicators.

There were challenges in the WEPA decision making process. WEPA was viewed as flexible by
federal government representatives, in large part because the federal priorities were defined quite
broadly Provincial government representatives were somewhat less likely to view WEPA as flexible in
responding to funding opportunities, citing some disagreements regarding the selection of actual
projects within the priorities.

Several project proponents and other representatives who have been involved in previous rounds noted
that WEPA Il is somewhat less flexible than previous agreements. The proponents noted that
restrictions regarding the types of expenditures that each government can fund and the allocation of
project funding by line item has tended to become more rigid over time.

Some members of the management committee from the department expressed several challenges in
the WEPA decision-making process that related to:

Priorities:
= Requirement to negotiate defined priorities with the provinces which reduces the department’s
ability to pursue evolving federal priorities.
= The degree of generality that was necessary in the agreement which created a dynamic of
broadly defined priorities rather than flexible, targeted approaches.
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= Engagement of industry under WEPA which was a priority for the department but not to the
same extent for all provinces.

Administration:
= The requirement for formal engagement with the provinces on the selection of projects, financial
considerations, communications, and approvals which increased the complexity in many cases
and, at times, delayed projects.

Communications:
= The establishment of different communications protocol which often made coordinating
announcements a challenge and negatively impacted federal visibility. Establishing equal
representation for announcements was challenging in cases where proponents had a reporting
relationship with the province.

2. Departmental funding was necessary to the implementation of the projects. Without funding,
most projects would not have gone ahead.

Although the projects received contributions from other sources, funding through the Western
Diversification Program authority played a major role in the implementation of most projects. As
demonstrated in the following figure, 72% of project proponents indicated their projects would not have
gone ahead without the funding and an additional 10% mentioned that the likelihood were low (25%
likelihood). These proponents indicated that their projects required significant investments and it would
not have been possible for them to obtain the necessary funding from other sources.

Only 14% of the project proponents reported a significant likelihood that their project would still have
gone ahead (50% likelihood or higher). On average, there was only 11% likelihood that the projects
would have been implemented in the absence of any departmental funding.

How likely is it that the project would have gone ahead even
without the assistance under WEPA?

2%

0%

25%

50%

75%

100%

0% 10% 20% 30% 40% 50% 60% 70% 80%
Project Proponents (n=50)

The projects that reported very little or no likelihood of being implemented in the absence of any
funding were proportionally distributed across provinces and industries. The proponents noted that the
projects required significant investments and it would not have been possible for them to generate the
necessary funding from other sources without the department’s support and endorsement. Those
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projects which may have still proceeded would have reduced in scope (e.g. certain important project
activities would have been eliminated) or delayed.

Of the nine proponents of applications submitted to WEPA which did not receive funding, four (44%)
indicated that their project are in the implementation phase, four (44%) reported that their projects were
cancelled, and one (11%) is still looking for alternative funding. After applying unsuccessfully through
WEPA, three proponents applied to other sources of funding to fill the budget gap. At the time of this
evaluation, only one of those proponents was successful in accessing funds from other sources. Of the
four projects which are underway without any funding, three reported a reduction in the project budget,
a corresponding scale down of project activities, and delays to the project schedule and timing.

3. The funded projects leveraged significant funds from other sources.

The budgeted costs associated with the 65 projects approved as of March 31, 2011 total $374 million,
of which the departmental assistance represents 22%.

Table 10: VALUE OF DEPARTMENTAL ASSISTANCE APPROVED AS A PERCENTAGE
OF TOTAL PROJECT COSTS, MARCH 31, 2011

Province AB BC MB SK Total
Total Project Funding $70,196,724 $ 51,650,239 $ 86,733,511 $ 165,097,476 $373,677,950
Total WD Assistance $ 26,413,249 $12,802,917 $ 24,862,104 $ 19,347,495 $ 83,425,765
ﬁ‘f}?};‘:}gdmgﬁom 37.6% 24.8% 28.7% 11.7% 22.3%
Total Funding Per Dollar
of WD Funding Provided $1.66 $3.03 $2.49 $7.53 $3.48

The budget data indicate that WEPA Il projects leveraged $3.48 from other sources for every dollar
contributed by the department, which is significantly higher than $2.24 leveraged under the previous
WEPA |l projects. The degree of leverage varies from $1.66 from other sources for every dollar
contributed by the department in Alberta to $7.53 from other sources for every dollar contributed by the
department in Saskatchewan. The leverage figures in Saskatchewan benefit from a large contribution

from other federal government departments for one large project.

TABLE 11: BUDGETED SOURCES OF FUNDING FOR WEPA
PROJECTS AS OF MARCH 31, 2011

Province AB BC MB SK Total
WD $26,413,249 |  $12,802,917 |  $24,862,104 $19,347,495 |  $83,425,765
Provincial $19,675,000 |  $18,994,754 | $ 27,011,554 $21,104,288 |  $86,785,596
Other Federal $705,000 $9,334,000 $213,000 |  $103,958,000 | $114,210,000
Other Non Stackable $19,337,816 $2,420,547 |  $28,786,823 $10,024,383 |  $61,469,569
82;&?"9 Revenue/ Working $2,065,659 |  $10,489,271 $2,897,080 $8,155,005 $23,607,015
Equity $2,000,000 -$ $2,175,950 - $4,175,950
Other Stackable -3 -~$ $250,000 $1,508,575 $1,758,575
Municipal -$ $140,000 $45,000 $100,000 $285,000
Total $70,196,724 | $51,650,239 | $86,733,511 | $ 165,097,476 | $373,677,950
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Project proponents noted that departmental funding signals government support for particular projects,
which helps to provide market credibility as well as attract additional private sector funding and
participation.

The leveraging of departmental funding for WEPA projects is further extended if we consider the value
of investments associated with follow-on projects and developments. As indicated in the previous
section on project outcomes, the projects have generated at least $94.8 million in follow-on
investments.

4. The administration of WEPA was viewed as a cost-effective process.

When asked to rate how cost-effective the WEPA decision making process has been in implementing
projects and producing its expected outputs and outcomes on a scale of 1 to 5, where 1 is not at all
cost-effective, 3 is somewhat, and 5 is very cost-effective, provincial representatives provided an
average rating of 4.6 and departmental representatives provided an average rating of 4.3.

Key factors which contributed to the cost-effectiveness include:

o Key informants described the administrative and operational costs of the program as
reasonable — although the department does not track the total cost of internal resources
allocated to WEPA. Both Government representatives agreed with the statement that the
administrative and operational costs of WEPA are reasonable. However, data on actual Full
Time Equivalents administrative expenditures were not available as there were no dedicated
staffs specifically to WEPA. Data is not tracked regarding the actual time that staff members
spend on WEPA activities relative to other activities.

e The decision making process was seen as having the resources needed to support effective
implementation of approved projects. Government representatives agreed that WEPA process
provided adequate resources and capacity to support effective implementation and achieve the
intended outcomes of approved projects. According to the representatives, the funding
allocated from the department to support implementation of WEPA projects was adequate. The
timing of the cash flow was often coordinated between the two orders of government. For
example, if one funder has expended their budget for the fiscal year while the other has funding
left over, one partner may accelerate payments while the other delays payment on their share
until the next fiscal year. On the other hand, the lack of dedicated funding from provincial
governments in British Columbia and Alberta negatively affected delivery and created
uncertainty.

5. There are several options to fill the gaps in the absence of WEPA.

The comparative analysis demonstrated that even in the absence of intergovernmental agreements,
governments can still work to facilitate communication and coordination by:

e Engaging in regular communications such as consultations, meetings and information exchange
to coordinate program activities with each other and avoid overlap in programming and
duplication of efforts. The focus of this coordination can be on specific projects or be more
general in nature;

o Organizing advisory committees, where representatives of various stakeholder organizations
and groups come together and review, discuss and advise on programming activities; and
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Developing a strategic plan for the region or specific sectors. Such strategic plans could outline
the development priorities for the region/sector and roles and responsibilities for each
government involved in it.

6. The major issues identified as affecting or potentially constraining the effectiveness of
efficiency of WEPA as a decision making process include the time required for project
approvals, the complexity of the project approval process, a lack of coordination in
performance reporting requirements between the federal and provincial governments, and a
lack of dedicated provincial funding in some provinces.

Based on results of key informant and project proponent interviews, case studies, focus groups and
document and file reviews, a number of constraining factors have been identified which are discussed

below:

The time required for project approvals can be long and unpredictable. The existing system was
criticized both in terms of the length of time that can be required to obtain approval as well as
the unpredictability of the time required, which can affect the credibility of project officers
amongst applicants. There are a variety of application, project and proponent factors that can
slow approval. It is very difficult for proponents to plan activities when timing is very uncertain.

A review of project approval times indicates that the average length of time required for approval
increased from 189 calendar days under WEPA Il to 245 days under WEPA Ill. The following
figure shows the distribution of the time required under WEPA Il and WEPA IIl. As
demonstrated in the table, about 50% of projects were approved in 160 days or less under
WEPA |l as compared to over 200 days under WEPA Ill.
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However, further analysis indicates that the difference in project approval times is largely
attributable to an increase in the average size of projects. Larger projects tend to require longer
time periods for approval. 29 of the 65 projects funded under WEPA Ill have involved
departmental contributions of $1 million or more as compared to 30 of the 145 projects funded
under WEPA Il. The average time required to approve large projects has not changed (259 days
under WEPA 11l as compared to 255 days under WEPA 11).
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Project development and approval is a complex process for applicants, which often require
significant administrative efforts. The process is inherently complex in that WEPA projects need
to be approved by at least two funding bodies (federal and provincial) and the application
process and criteria may differ significantly between those bodies (requiring separate
applications and processes). Sometimes applications receive approval from one order of
government must wait several months or more to be approved by the other, which delays
project implementation. Furthermore, the types of expenditures (e.g. certain missions or
infrastructure) that the federal government and provincial government can and cannot fund vary
between the two orders of government.

Performance indicators and reporting requirements may vary significantly between funders,
adding to the administrative burden on applicants. The major weakness of the existing
performance tracking system is that, in most provinces, performance indicators and reporting
schedules are not coordinated between the federal and provincial government. This raises the
possibility that proponents will need to track different indicators and produce separate reports
for each order of government. Another weakness is that the performance indicators vary
significantly from project to project which makes it difficult to meaningfully aggregate data on the
performance of the agreement overall.

The lack of dedicated provincial government funding set aside for WEPA. The federal
government had a dedicated budget through the Western Diversification Program authority. In
Manitoba and Saskatchewan, the provincial contribution was formally approved by Treasury
Board and established as a specific line item in the provincial budget. However, in Alberta and
British Columbia, there is no dedicated funding but rather funding is secured on a project-by-
project basis from a variety of ministries and programs. The lack of designated provincial funds
added complexity to the project approval process and creates extra challenges for
implementation. As evidenced in British Columbia, the absence of dedicated funding can make
the agreement more vulnerable to shifting priorities, provincial cutbacks or budget freezes.

7. There were a number of suggestions for improvement.

Key informants and project proponents provided suggestions and recommendations with respect to
how a future departmental decision making process could be improved (also applicable to other
departmental decision making process), which are summarized below.

Improve the application and review process by developing a more standardized structure for
proposal documents; increase transparency by providing clearer guidelines on what
information is needed and what criteria are used in reviewing applications as well as by
providing clear feedback on the rationale for the decisions made; and providing for a more
seamless review of applications between the two orders of government (e.g. have one
department responsible for shepherding the proposals through the system). Consideration
could also be given to issuing a formal call for proposals to complement the current system.

Reduce the time required for approval of applications (e.g. by devolving more of the funding
decisions to the regional level) or at least provide a better indication of how long a decision
may take. It was noted that the existing system is not very predictable.

Streamline the reporting requirements by developing a common group of performance
indicators for each project, agreed to by the two orders of government and the proponent.
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Under such a system, proponents would not be required to report separately to the two
sources of funding.

e More narrowly define the priorities to better target the program funding and to ensure that
projects are consistent with federal government priorities.

e Ensure that the provincial governments establish a dedicated source of funding for any future
agreements.

e Consider varying the level of funding by province based on demographic and economic
characteristics as well as geographic size. Larger provinces should be allocated more funding.

e Establish a program advisory group. The planning process could be broadened to include
input from industry as well from the federal and provincial government.

e Develop mechanisms (e.g. meetings, events, and documentation) to better share lessons
learned and best practices across projects, proponents, and government.

e Communicate the success stories to raise awareness of WEPA. Both government and
proponents should place a higher priority on finding opportunities (e.g. the results of research
or specific activities) to get the word out about the successes of particular projects and the
important role played by government in facilitating the development and implementation of
those projects.

Representatives of other programs in western Canada noted that the key to successfully delivering this
type of agreement is on-going and open communication with all program partners and stakeholders as
well as having a flexible design and delivery mechanisms that allow changes to accommodate the
needs of various organizations and projects.
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V. MAJOR FINDINGS AND CONCLUSIONS

The evaluation focused on two key components of WEPA: WEPA as a decision-making tool;
and the economic development projects funded under WEPA using the WDP authority. The key
conclusions arising from this review are as follows:

RELEVANCE

1. The need exists for economic development projects in western Canada. Economic
development projects, like those that the department has funded under the Western
Diversification Program authority, are still needed because they support critical areas of the
economy. Programming focused on promoting research and development,
commercialisation of new technologies, expanding investment, and supporting trade can
help western Canada become more competitive and reduce its dependence on natural
resources. The department can continue to fund similar projects in the future using its
existing authorities, whether or not the WEPAs are renewed.

2. The projects funded were aligned with departmental strategic outcomes and
government-wide priorities, and were consistent with the priorities of the federal
government. The department works to promote innovation, business development and
community economic development in its mandate. The projects funded under WEPA
contributed to each of these priority areas. The Speech from the Throne in 2011 highlighted
the federal government’'s commitment to supporting business development, productivity,
innovation, trade, and economic competitiveness. All key informants agree that the projects
funded were consistent with the federal government’'s agenda in western Canada and
departmental priorities.

PERFORMANCE (EFFICIENCY, EFFECTIVENESS AND ECONOMY)

3. Although most of the projects are still ongoing, there has been significant progress
made already towards meeting their objectives and generating expected impacts. At
the time of this evaluation, 60% of projects were still on-going, 38% had only been recently
completed and 2% had not started yet. That being said, the projects and the agreements
overall are viewed as having made significant progress towards achieving their objectives.
More specifically:

e The WEPA decision making process has contributed in promoting collaboration and
strengthening the partnership between the federal and provincial governments.

e The projects funded have generated a wide range of impacts. Reflecting the large
number of projects funded, the most significant impact was perceived to be in terms of
strengthening innovation, improving business productivity, and promoting trade and
market development.

e Funded projects by the department have already made significant progress towards
achieving their performance targets.
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e The impact of departmental funding extends beyond the direct impact of the funded
projects to include the impacts of follow-on projects, investments, and developments.
Fifty-two percent of project proponents (26 of the 50) reported that their project have
already led to other projects, investments or developments. The proponents estimate
that these developments will involve new investments of nearly $84 million. Proponents
of spin-off projects reported that their projects generated a variety of impacts including
attracting follow-on investments totalling $11 million.

4. The WEPA decision making process had both some benefits and challenges. The key
informants agreed that the WEPA decision making process had a clearly defined
governance structure. It was well-structured given what it was trying to accomplish, the
intended outcomes and performance measures were clear and consistent with departmental
reporting requirements.

The major issues regarding the WEPA decision process include the time required for project
approvals, the complexity of the project approval process, a lack of coordination in
performance reporting requirements between the federal and provincial governments, and a
lack of dedicated provincial funding in some provinces. Other issues arose related to the
challenges in defining new priorities, administration of the process, and the establishment of
communication protocols.

5. The funded projects leveraged significant funds from other sources. The budgeted
costs associated with the 65 projects approved as of March 31, 2011 total $374 million, of
which departmental assistance represented 22%. In other words, WEPA Il leveraged $3.48
from other sources for every dollar contributed by the department which is significantly
higher than $2.24 leveraged under the previous WEPA 1l. Project proponents noted that
departmental funding of projects signals government support, which helps to provide market
credibility as well as attract additional private sector funding and participation.

6. Key informants provided a variety of suggestions for improvement. Key informants
suggested that consideration should be given to improving the application and review
process, reducing the time required for approval of applications or at least providing a better
indication of how long a decision may take, streamlining the reporting requirements,
encouraging the provincial governments to establish a dedicated source of funding, and
developing mechanisms to communicate success stories and better share lessons learned
as well as best practices across projects and provinces.

In conclusion, the projects funded under WEPA align with the department’s priorities, they are
demonstrating early positive results, and there is an ongoing need for economic development
funding. The department has the existing program authorities to make similar investments in the
future. WEPA, as a decision-making model, has some strengths and weaknesses. The
department has some options as to what decision-making model it will choose to make its
economic development project decisions in the future. Regardless of what model the
department chooses, this report offers up some suggestions for improvement.
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