
T E L F E R  S C H O O L  O F  M A N A G E M E N T   U N I V E R S I T Y  O F  O T TA W A

CANADIAN FEDERAL PROCUREMENT AS  
A POLICY LEVER TO SUPPORT INNOVATION 
AND SME GROWTH

BY DIANE LIAO, BARBARA ORSER & ALLAN RIDING

COLLABORATORS QUANG DUONG & JÉRÔME CATIMEL

IN COLLABORATION WITH



 

ii 
 

Federal Procurement and SMEs 

 

 

Canadian Federal Procurement as a Policy Lever  
to Support Innovation and SME Growth 

 

About the Telfer School of Management 

The Telfer School of Management’s mission is to launch and accelerate management careers and influence 
sustainable organizational performance through the leadership of our graduates and the impact of our researchers. 
Building on the foundation of a unique location in a G8 Capital, our bilingual heritage and broad, multi-cultural 
diversity, the Telfer School of Management leverages strong relationships with organizations and communities to 
advance better understanding of the challenges they face and the value that we can offer.  

About Public Services and Procurement Canada 

Public Services and Procurement Canada (PSPC) plays an important role in the daily operations of the 
Government of Canada as a key provider of services for federal departments and agencies. PSPC supports them in 
the achievement of their mandated objectives as their central purchasing agent, linguistic authority, real property 
manager, treasurer, accountant, integrity adviser, and pay and pension administrator. The department's vision is to 
excel in government operations. Our strategic outcome and mission is to deliver high-quality, central programs and 
services that ensure sound stewardship on behalf of Canadians and meet the program needs of federal institutions. 

Acknowledgements 

The authors of this report are Diane Liao (M.Sc., Telfer), Dr. Barbara Orser and Dr. Allan Riding (Deloitte 
Professors in the Management of Growth Enterprises, Telfer). The study was undertaken in collaboration with Dr. 
Quang Duong, Director and Jérôme Catimel, Manager of the Business Analytics Services Directorate, 
Procurement Business Management Sector, Acquisitions Program, Public Services and Procurement Canada.  

____________________________ 

Editing Writing Matters • Design Janine Denis 

 
©2017 Telfer School of Management 

ISSN 0701-3086 • ISBN 978-0-88927-495-2 
 

Canadian Federal Procurement as a Policy Lever  
to Support Innovation and SME Growth 

telfer.uOttawa.ca/SMEprocurement 
 

Telfer School of Management 
University of Ottawa 

55 Laurier Avenue, East 
Ottawa, Ontario, Canada K1N 6N5 

telfer.uOttawa.ca 
 



 

i 
 

Federal Procurement and SMEs 

 

Canadian Federal Procurement as a Policy Lever  
to Support Innovation and SME Growth

EXECUTIVE SUMMARY 

This report profiles SMEs (small- and medium-
sized enterprises) as suppliers to the Government 
of Canada. This is an important area of inquiry 
because the growth of SMEs accounts for a 
disproportionate share of job creation, innovation 
and the accompanying economic prosperity. 
Because purchasing represents a significant portion 
of government expenditure, strategic procurement 
holds the potential to stimulate further economic 
development and innovation.  

The findings are based on public data tables drawn 
from the 2014 Survey of Financing and Growth of 
Small and Medium Enterprises (SFGSME, see Box 
2) and a review of the related literature.  

The Government of Canada is the single largest 
purchaser of Canadian goods and services. 
Procurement of goods and services, across all 
levels of government (municipal, provincial and 
federal) represent 32.8 percent of total government 
expenditures and 13.3 percent of Canada’s Gross 
Domestic Product (OECD, 2015a). Between 2012 
and 2014, 9.8 percent of Canadian SMEs were 
contract suppliers to the federal government. 
During the fiscal years from 2013 to 2014, 2014 to 
2015 and 2015 to 2016, on average, SMEs won 
annually more than $5.5 billion (approximately 
35.0 percent) of the total value of procurement 
contracts awarded by Public Services and 
Procurement Canada in Canada (PSPC, 2017). 
Among contracts of less than $1 million, the SME 
share of value increased to approximately 80.0 
percent (PSPC, 2017).  

Compared to SMEs that did not contract with the 
federal government (defined as non-contractor 
SMEs), SME suppliers were: 

• Older and larger (in terms of the total 
number of employees); 

• Concentrated within Knowledge-based and 
Technology-based Industries; and 

• More likely to be male- than female-owned. 

SME suppliers were also growth-oriented. Growth 
intentions were reflected through market 
development strategies, exporting and rates of 
innovation. Compared to all SMEs, SME suppliers 
were:  

• More likely to anticipate growth during the 
next three years (81.8 percent of SME 
suppliers versus 77.2 percent of all SMEs).  

• More than twice as likely to export (24.8 
percent of SME suppliers versus 11.8 
percent of all SMEs);  

• More likely to engage in interprovincial 
trade (52.3 percent of SME suppliers 
versus 21.0 percent of all SMEs);  

• More likely to anticipate future exports 
(25.1 percent versus 11.3 percent, 
respectively) and future sales to other 
provinces (70.4 percent versus 17.5 percent, 
respectively); and, 

• More likely to innovate (56.1 percent 
compared to 41.6 percent, respectively) 
across all forms of innovation (product, 
marketing, organizational and process).  

Among Organization for Economic Cooperation 
and Development (OECD) economies, low 
awareness about government contract opportunities 
and procedures, and the relatively high cost of 
bidding on government contracts are key obstacles 
among SMEs with respect to engaging in 
government contracting. Canada is no exception in 
this regard.   

The majority of Canadian SMEs (81.5 percent) do 
not view the federal government as a potential 
client. Obstacles to SME contracting with the 
federal government were similar between non-
contractor SMEs and SME suppliers. Among non-
contractor SMEs, frequently cited reasons for not 
selling to the federal government were: a lack of 
awareness of contracting opportunities (10.5 
percent of respondents); application process is too 
complicated or time consuming (7.4 percent of 
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respondents); and the firm had applied for a 
contract but was unsuccessful (2.0 percent) of 
respondents.  

Among SME suppliers, frequently cited obstacles 
included complexity of the contracting process 
(43.2 percent), difficulties in finding contracting 
opportunities (25.9 percent) and the high cost of 
contracting (26.5 percent). Secondary obstacles 
included: long delays in receiving payment (21.7 
percent); difficultly meeting contracting 
requirements (19.6 percent); and difficulty 
providing all the services required (14.0 percent).  

These descriptive findings suggest a need to further 
inform Canadian SMEs about the types of goods 
and services purchased by the federal government 
and strategies to mitigate the costs associated with 
tendering for federal contracts.  

To inform procurement policy and programming, a 
research framework that seeks to resolve several of 
the issues identified in this report is advanced (see 
Appendix A). The proposed analyses are designed 
to control for salient confounding firm-level 
attributes and owner characteristics in order to: 

• Identify factors associated with the 
propensity of SMEs to be suppliers to the 
federal government; 

• Examine the extent to which (relative to 
that of benchmark SMEs) being a SME 
supplier to the federal government 
improves firm performance with respect to 
sales and employment growth, innovation 
and exporting; and 

• Assess the extent to which, if any, gender 
identity remains a significant determinant 
of being a SME supplier to the federal 
government. 

To further inform future research, an annotated 
bibliography of related studies, sorted by topic, 
is presented in Appendix B. A description of 
procurement programs and organizations noted 
in this report is presented in Appendix C.
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BOX 1: Terms and Definitions 

 
Employer firms: Refers to SMEs with at least one employee. 
Gender of firm ownership: This report defines three categories of gender of ownership: 100.0 percent 
male-owned; 100.0 percent female-owned; and mixed ownership. 

Non-contractor SMEs: Refers to SMEs that did not contract with the federal government during the 
2011 to 2014 period. 
Procurement: Involves specifications development, value analysis, supplier market research, 
negotiation, buying activities, contract administration, inventory control, traffic, receiving and stores 
(Cavinato, 2010). 

Public procurement: Refers to “the purchase by governments and state-owned enterprises of goods, 
services and works” (OECD, 2015a: 136). Contracting occurs at all levels of government (federal, 
provincial and municipal). This report focuses on procurement at the federal level of government. 

Purchasing: Refers to acquisition of required materials, services and equipment (Cavinato, 2010). 

Small- and medium-sized enterprises (SMEs): Defined as firms with less than 99 and 499 employees, 
respectively. Collectively SMEs comprised 99.7 percent of all Canadian enterprises in 2014, accounted 
for 90.3 percent of private sector employment. Small businesses with fewer than 50 employees 
contribute 30.0 percent to Canadian GDP (ISED, 2016). 

SME innovators: Defined as SMEs that reported at least one of the following four forms of innovation: 
product; process; marketing; or organizational innovation.* 

SME suppliers: Defined as SMEs that have contractual relationships with the federal government and 
that serve as suppliers of goods or services. SME suppliers refer to those enterprises that have signed 
contracts with Public Services and Procurement Canada (formerly, Public Works and Government 
Services Canada). 

Strategic procurement: Refers to demand-side driven policies by government to stimulate and support 
innovation through SME contracting. 

Supplier diversity: Refers to “Initiatives that aim to increase the number of diverse (e.g., minority-
owned, women-owned) businesses that supply goods and services to both public and private sector 
organizations, either directly or as part of a wider emphasis on smaller enterprises in general” (Chartered 
Institute of Procurement and Supply, 2013: 1). 

*Please note that constrained by the survey data, SME innovator, SME exporters and female-owned 
SMEs reported in this paper do not exclude SMEs suppliers. This should be kept in mind, especially 
when comparing them with SME suppliers. 
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INTRODUCTION 

 
Supporting the growth of small- and medium-sized 
enterprises (SMEs) is a priority of most 
governments. This is an important focus of public 
policy for several reasons. First, the growth of 
young SMEs disproportionately generates 
economic prosperity through creation of new jobs.1 
Between 2005 and 2015, more than 95.0 percent of 
net employment growth—more than 1 million net 
new jobs—was attributable to SMEs (ISED, 2016). 
Second, many SMEs are innovative. Between 2012 
and 2014, small enterprises accounted for about 
27.0 percent of total R&D spending and medium-
sized enterprises accounted for another 18.0 
percent of private sector spending on R&D (ISED, 
2016: 16).  

To support SMEs, public procurement policies are 
predicated on the underlying assumption that firm 
growth is hindered by the liabilities of newness and 
unfavourable economies of scale. Economic returns 
from SME growth are thought to make up for the 
expenditure of public funds used to offset 
efficiency losses associated with SME contracting 
(Storey, 1998). The Glover Committee (2008), for 
example, reported that the small percentage of 
contract expenditures to SMEs makes a significant 
difference in SME performance, resulting in job 
creation, innovation and foreign trade. Procurement 
policies are also thought to enhance supply chain 
performance, by broadening the supplier base and 
increasing access to diverse markets (Canadian 
Aboriginal and Minority Supplier Council, 2006; 
Canadian Centre for Diversity Inclusion, 2016).  

From a SME supplier perspective, federal contactor 
status can enhance firm credibility and lend to firm 

                                                 
1  Haltiwanger, Jarmin and Miranda (2013) find that the 
growth of young firms accounts for disproportionate 
employment growth attributed to SMEs in general. 

growth through the likelihood of payment and 
incremental revenue (PWGSC, 2013). This 
perspective was explicit in the 2017 federal budget, 
through the introduction of funding targeted at 
early-stage R&D, and late-stage prototypes and 
goods and services from Canadian innovators and 
entrepreneurs (Morneau, 2017).  

Because public procurement accounts for a 
significant share of government expenditure, 
strategic procurement is increasingly viewed as a 
means of facilitating linkages among SME growth 
and innovation. 2  As Aschhoff and Sofka, (2009: 
1235) report:  

“…public procurement is especially 
effective for smaller firms in…distributive 
or technological services.”   

In particular, public procurement of innovations 
(PPI) is becoming a key element of policy, 
reflecting a trend towards demand-based 
innovation policy as a means of leveraging public 
funding for attainment of socio-economic 
objectives (Edquist, Vonortas, Zabala-
Iturriagagoitia and Edler, 2015). Innovation-
oriented SME procurement policy has been 
reported as helping to stimulate collaboration 
among suppliers and competitors in order for 
SMEs to secure government contracts (Reijonen, 
Saastamoinen and Tammi, 2016).  

Accordingly, it is important to understand better 
the linkages among federal procurement policy 
(including SME engagement in public 
procurement), firm performance (outcomes such as 
job creation, innovation and foreign trade) and 
                                                 
2 In Canada, public procurement is reported to represent 32.8 
percent of total government expenditures and 13.3 percent of 
Gross Domestic Product (OECD, 2015a). 
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economic growth. Research is needed to quantify 
the extent to which public procurement influences 
suppliersʼ decisions to invest in innovation and the 
spillover effects in terms of firm performance. 
Moreover, it is important to identify obstacles that 
may prevent public procurement from being an 
effective driver of innovation.  

This document provides an overview of these 
linkages. Specifically, the report compares profiles 
of SME suppliers with those of all SMEs. It does 
so by integrating evidence from salient academic 
and professional literatures with insights that relate 
to business owners’ experiences with federal 
government contracting.  

This report also includes an extensive annotated 
bibliography of references used in this research. It 
may be consulted as needed. Data for comparisons 
were obtained from published summary tables 
associated with the 2014 Survey of Financing and 
Growth of Small and Medium Sized Enterprises 
(ISED, 2015). An overview of the survey is 
presented in Box 2.  

Findings suggest that SME suppliers were more 
likely to grow, innovate and export compared to all 
SMEs. However, the study indicates that there 
remain unresolved ambiguities regarding the 
profiles of SME suppliers and non-contractor 
SMEs. The report, therefore, outlines a research 
framework and methodology for addressing 
remaining questions.  

 

BOX 2: The Survey of Financing and Growth of SMEs (ISED, 2015)* 

The 2014 Survey on Financing and Growth of Small and Medium Enterprises (SFGSME) provides 
national data with which to understand better the experiences of Canadian SME owners with respect to 
federal government procurement.  

This report draws from summary tables of the 2014 SFGSME survey conducted by Innovation, Science 
and Economic Development Canada (ISED) and Statistics Canada. The tables reflect responses from 
10,397 owners of Small and Medium Enterprises (SMEs) that employed between 1 and 499 employees 
and that generated annual gross revenue of $30,000 or more in 2014.  

In addition to the large sample size, the 2014 survey had been redesigned to address interests in specific 
sub-populations of firms, including SMEs that have signed contracts with Public Services and 
Procurement Canada. The sampling frame comprised 673 SMEs known to have been suppliers to the 
federal government (SME suppliers), of which 419 responded to the survey, a response rate of 68.5 
percent. For more information on this survey, please visit the survey page on the ISED website 
(https://www.ic.gc.ca/eie/site/061.nsf/eng/02997.html). 

Salient findings in the report are based on descriptive, univariate analysis. Although these analyses may 
seem to point to the possibility of causal links among public procurement, innovation, international trade 
and—by extension—SME growth performance, the findings should be interpreted with caution.  

*For the purpose of the survey, financing and leasing companies, subsidiaries, non-profit organizations, 
government offices, schools, hospitals and other public sector organizations are not included in the sample 
population.  
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PROFILE OF SME SUPPLIERS

Firm size and age  
According to the 2014 SFGSME, 9.8 percent of 
Canadian SMEs conducted business with the 
federal government. Figures 1 and 2 illustrate that 
Canadian SME suppliers were, on average, larger 
and older firms. Only 1.7 percent of SME suppliers 
were new firms (those in business for two or fewer 
years) whereas 7.6 percent of all SMEs were new 
firms. Likewise, 62.6 percent of all SMEs had been 
in business for more than 10 years, compared to 
83.7 percent of SME suppliers. These findings are 
consistent with those from other OECD economies, 
where the likelihood of SME contracting with 
government increases with firm size and age 
(Appelt and Galindo-Rueda, 2016).  
Figure 1: Size distribution of SME suppliers (SME 

suppliers as a proportion of all SMEs, 2014) 

 

Figure 2:  Distribution of SME suppliers and all SMEs by 
firm age, 2014 

 

Distribution of SME suppliers by sector  
Figure 3 presents the distribution of SME suppliers 
as a proportion of all SMEs in each sector. Supplier 
SMEs were concentrated in the Knowledge-based, 
Technology-based Industries and the Construction 
sectors. Differences in the sector distribution of 
SME suppliers may reflect higher federal 
government demand for specific types of goods 
and services.  
Figure 3:  Sectoral distribution of SME suppliers (SME 

suppliers as a proportion of all SMEs, 2014)  
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Growth intentions and sales expectations of 
SME suppliers and all SMEs  
Between 2012 and 2014, actual annual rates of 
sales growth did not differ between SME suppliers 
and all SMEs (see Figure 4). Approximately 30.0 
percent of all SMEs reported no sales growth 
between 2012 and 2014 as did 30.3 percent of 
SME suppliers. Approximately half of all SMEs 
and SME suppliers reported between 1.0 and 10.0 
percent growth in sales over the three years 
preceding the survey. 
Figure 4:  Distribution of SME suppliers and all SMEs by 

sales growth (2011 to 2013), 2014  

 

When business owners were asked to state their 
growth intentions, almost 82 percent of SME 
suppliers stated an intention to expand the scale or 
scope of their firms over the next three years, 
compared to 77.2 percent of all SMEs (Figure 5). 

 

 

Figure 5:  Comparison of growth intentions: All SMEs; 
SME suppliers; SME innovators; and SME 
exporters, 2014 
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likely to be concerned about uncontrollable 
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employees, costs, cash flow, debt, corporate tax, 
financing, etc.). Figure 6 compares relative 
frequencies with which the two categories of firms 
(all SMEs and supplier SMEs) cited various 
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Figure 6:  Obstacles to growth, SME suppliers versus all 
SMEs, 2014 
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SME SUPPLIERS AND INNOVATION 

Compared to all SMEs, SME suppliers were more 
likely to report innovations: 56.1 percent of SME 
suppliers reported at least one innovation in 2014. 
This compares with only 41.6 percent of all SMEs. 
Figure 7 compares the distributions of SME 
suppliers and all SMEs by the relative frequencies 
with which they each reported various types of 
innovation. SME suppliers were more likely to 
report every form of innovation: product, 
marketing, organizational and process innovation. 
The most likely type of innovation was product 
innovation (38.3 percent of SME suppliers). 
Approximately one quarter of SME suppliers 
reported organizational (26.1 percent) and 
marketing innovations (24.1 percent). Process 
innovations were least likely (20.6 percent of SME 
suppliers).  
Figure 7:  Distribution of SME suppliers and all SMEs by 

types of innovation, 2014 
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Growth expectations among SME suppliers and 
SME innovators 
Owners of SME suppliers and SME innovators 
were both more likely to state an intention to grow 
the scope or size of their firms, compared to 
owners of all SMEs. In 2014, 81.8 percent of 
owners of SME suppliers and 83.7 percent of 
owners of SME innovators stated an intention to 
grow during the next three years (See Figure 5). 
This compares with 77.2 percent of all SMEs. 
Growth intentions of owners of SME innovators 
were even higher than those of SME suppliers. In 
2014, 30.9 percent of SME innovators anticipated 
sales growth of at least 10.0 percent compared to 
20.3 percent among SME suppliers. 3  SME 
suppliers were slightly more likely to anticipate no 
growth in the next three years compared to SME 
innovators (18.2 percent versus 16.3 percent, 
respectively).  

The propensity of Canadian SMEs to innovate 
exceeds the propensity of SMEs to contract with 
the federal government. In 2014, 41.6 percent of 
SMEs reported at least one innovation whereas 
only 9.8 percent of SMEs were suppliers to the 
federal government. As Table 1 indicates, SMEs 
operating in Information and Communications 
Technology, Manufacturing, and Wholesale Trade 
were most likely to innovate, however, there is 
evidence of innovation among SMEs in all sectors.  

There is limited Canadian evidence regarding the 
associations among procurement, innovation and 
SME performance. The lack of research makes it 
an ambitious challenge to quantify the impact of 
procurement on innovation and firm performance. 

                                                 
3  This may potentially explain why SME innovators’ 
historical sales growth is marginally higher than that of SME 
suppliers: 14.9 percent of SME innovators reported 2011 to 
2013 sales growth of more than 10.0 percent, compared to 
11.2 percent of SME suppliers. 

 

Table 1:  Distribution of SME suppliers and SME 
innovators, by size and sector, 2014 

  

SME 
suppliers as 
a proportion 
of all SMEs 

Innovative 
SMEs as a 
proportion 
of all SMEs 

All SMEs 9.8% 41.6% 

Firm size 
1 to 4 employees 8.1% 34.4% 
5 to 19 employees 11.1% 49.6% 

20 to 99 employees 12.7% 52.8% 

100 to 499 employees 17.2% 58.3% 

Sectors 
Knowledge-based 
Industries (KBI) 19.5% 53.0% 

Information and 
Communication 
Technologies (ICT) 

17.5% 62.9% 

Construction 14.6% 36.4% 
Professional, 
Scientific and 
Technical Services  

13.5% 45.0% 

Wholesale Trade 12.9% 50.5% 
Manufacturing  11.0% 61.5% 
Retail Trade  8.9% 44.9% 
Tourism 7.4% 36.9% 
Other Services 6.3% 36.5% 
Accommodation and 
Food Services  3.5% 38.3% 
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SME SUPPLIERS AND EXPORTING 

 
In 2014, SME suppliers were twice as likely as all 
SMEs to be involved in interprovincial trade. As 
Figure 8 illustrates, where 21.0 percent of all SMEs 
reported sales in multiple Canadian provinces, 52.3 
percent of SME suppliers did so. SME suppliers 
were also more likely to be engaged in 
international trade (24.8 percent versus 11.8 
percent among all SMEs). Among SME suppliers 
that exported in 2014: 88.5 percent reported sales 
to the United States; 25.0 percent reported sales to 
Latin America; and 48.1 percent reported sales to 
Europe. By comparison, among all SME exporters, 
89.2 percent reported sales to the United States but 
only 16.7 percent reported sales to Latin America 
and 31.3 percent reported sales to Europe. 
Figure 8:  Distribution of geographic sales by SME 

suppliers and all SMEs, 2014 

 

In terms of SMEs’ intentions to expand sales to 
new markets, SME suppliers were relatively more 
likely to anticipate sales across the geographic 
spectrum of markets, both domestically to other 
provinces, and internationally. As Figure 9 
illustrates, the United States is perceived to be the 
most likely foreign target market (21.7 percent and 
11.3 percent of SME suppliers and all SMEs, 
respectively), followed by Europe (11.2 percent 
and 4.2 percent of SME supplier and all SMEs, 
respectively).  

 

That SME suppliers are relatively more likely to 
engage in international trade may reflect owners’ 
relatively strong growth ambitions. Table 2 
compares SME suppliers and SME exporters, 
showing that both SME suppliers and SME 
exporters tend to be larger firms and relatively 
more likely to be growth-oriented (See also Figure 
5). The intention to seek growth may be a motive 
behind seeking external market opportunities 
through foreign trade and government contracting. 
Figure 9:  Comparison of target markets: 

SME suppliers and all SMEs, 2014 
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Among all industry sectors, Manufacturers were 
most likely to export: 38.3 percent of SMEs in this 
sector are exporters (Table 2). Knowledge-based 
and SME operating in the ICT sectors follow: the 
two sectors in which SMEs are most likely to 
innovate and to contract with the federal 
government. It is also possible that status as a 
federal contractor enhances firm credibility among 
those that seek to engage in foreign trade. 
Moreover, governments may, in some cases such 
as defense procurement, consider exporting as an 
indicator of SME capability. Hence, purchasing 
officers may be more likely to offer contracts to 
SME exporters compared to non-exporters.  

As shown in Figure 5, SME exporters (81.9 percent) 
were relatively more likely than all SMEs (77.2 
percent) to have growth expectations. However, as 
was the case for SME innovators, SME exporters 
were more aggressive with respect to the extent of 
growth: 32.8 percent expected sales growth in 
excess of 10.0 percent (compared with 20.3 percent 
among SME suppliers). This may explain why 
more SME exporters (15.7 percent) reported sales 
growth of over 10.0 percent than did SME 
suppliers (11.2 percent). 

 

Table 2:  Distribution of SME suppliers and SME 
exporters by firm size and sector, 2014 

  

SME 
suppliers as a 
proportion of 

all SMEs 

Exporting 
SMEs as a 
proportion 
of all SMEs 

All SMEs 9.80% 11.80% 
Firm Size 
1 to 4 employees 8.1% 9.1% 
5 to 19 employees 11.1% 12.4% 
20 to 99 employees 12.7% 20.7% 
100 to 499 employees 17.2% 28.0% 
Sectors 
Knowledge-based 
Industries (KBI) 19.5% 29.2% 

Information and 
Communication 
Technologies (ICT) 

17.5% 34.5% 

Construction 14.6% 1.9% 
Professional, Scientific 
and Technical Services  13.5% 22.6% 

Wholesale Trade 12.9% 26.9% 
Manufacturing  11.0% 38.3% 
Retail Trade  8.9% 5.8% 
Tourism 7.4% 19.8% 
Other Services 6.3% 4.6% 
Accommodation and 
Food Services  3.5% 7.9% 
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SME SUPPLIERS AND GENDER OF FIRM OWNERSHIP

In Canada, women have been starting businesses at 
faster rates than men for several decades, such that 
women own more than 180,000 employer firms 
and at least 770,000 firms with no employees 
(ISED, 2016). Still, in 2014, 64.7 percent of SMEs 
were majority male-owned and 15.7 percent were 
majority female owned. Other SMEs were jointly 
owned (see Figure 10).  

Female-owned enterprises remain smaller (in terms 
of employment and sales per employee) than firms 
owned by males, even after allowing for systemic 
factors such as firm age, size, export capacity and 
sector (Rosa and Sylla, 2016). Female-owned firms 
were also less likely to contract with the federal 
government, compared to male-owned firms. 
Among SME suppliers, 78.5 percent were male-
owned and 10.0 percent were female-owned firms. 
Figure 10: Comparison of business ownership by gender: 

All SMEs and SME suppliers, 2014 

 
Arguably, the relatively small size of female-
owned compared to that of male-owned firms 
might militate against government contract bidding 
and bid success. Other explanations of gender 
differences in engagement in government 
procurement are advanced in the literature. At the 
owner level, gender is reflected in human capital 
(such as the tenure of management experience 
(Coleman, 2007; Coleman and Robb, 2012). See 
Figures 11 and 12. Gender differences are also 
reported in social capital and in the composition of 
networks (for example, quality of referrals and 
reputation). In the context of federal procurement, 
human capital is reflected by the amount of 

knowledge about submission and contracting 
processes, and how best to respond to requests for 
proposals (RFPs).  

Gender influences are evidenced at the firm level 
with respect to access to markets and external 
capital needed to finance expansion (Coleman 
2007; Coleman and Robb, 2012). Hence, smaller 
SMEs have relatively fewer organizational assets 
with which to identify and respond to government 
RFPs, navigate federal bureaucracy or meet 
complex contract specifications, including just-in-
time inventory obligations (Pearson, Stanley and 
Cooper, 1993).  
Figure 11:  Comparison of firm age, SME suppliers and 
                    female-owned firms, 2014 

 
 
Figure 12: Comparison of years of business experience, 

 SME suppliers and female-owned firms, 2014 

 

With respect to government procurement, research 
has suggested that in the United States, frequency 
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of bidding on, and receiving, federal contracts did 
not differ between male and female business 
owners, after controlling for systemic differences 
in owner and firm profiles (Miller-Kermani, 2009). 
Table 3:  Distribution of SME suppliers and female-

owned SMEs, by firm size and sector, 2014 

Systemic gender influences are likely to be 
reflected in the Canadian setting and may help to 
explain the (as yet unknown) degree to which 
female-owned SMEs are less likely to sell to 
government compared to male-owned firms. For 
example: 

• Whereas female-owned SMEs were 
disproportionately younger (see Figure 11), 
SME suppliers have tended to be older firms. 
Approximately half (54.5 percent) of female-
owned firms were more than 10 years old 
compared to 83.7 percent of SME suppliers.  

• Female business owners had fewer years of 
management experience compared to male 
business owners (see Figure 12). In 2014, 

84.2 percent of SME suppliers had more than 
10 years of experience. This compares with 
67.1 percent of majority female-owned 
enterprises. 

• Female-owned firms were less likely to be in 
the Knowledge-based and Information and 
Communication Technologies sectors. These 
sectors have been over-represented among 
SME supplier firms. Table 3 also illustrates 
the disjoint between those sectors in which 
SME suppliers are concentrated (such as: 
KBI, ICT, Construction) and those sectors in 
which female-owned SMEs are concentrated 
(Retail Trade, Accommodation and Food 
Services, Tourism, Other Services). 

Obstacles to contracting: female-owned SMEs 
Research has documented that obstacles to 
contracting with the United States federal 
government were, for the most part, similar among 
male and female business owners. Primary 
obstacles were: (a) lack of knowledge regarding 
government contracting (including how to search 
for procurement opportunities); and (b) perceptions 
about low return on investment due to the volume 
of work involved in proposal preparation (Miller-
Kermani, 2009). Gender-related factors that helped 
to explain female business-owner hesitation to 
participate in public procurement included: 
perceptions of not being taken seriously; fear of 
rejection as a result of insufficient size and 
experience; and unfounded impressions that 
government only procures for weapons and large-
scale construction projects (Miller-Kermani, 2009).  

If a gender gap in federal contracting exists, this 
likely reflects lost economic opportunity. Bardasi, 
Sabarwal and Terrell (2011: 417) have observed 
that such gaps present an opportunity for future 
economic development: 

“A performance gap between female and 
male entrepreneurs...would imply that 
countries are not fully utilizing their human 
and physical capital and that the 
repercussions on their (and their country’s) 
growth potential are negative.” 

These initial findings suggest the need to review 
the influence of gender on both the likelihood of 
tendering and contract success.   

  SME 
suppliers as a 
proportion of 

all SMEs 

Female-owned 
SMEs as a 

proportion of 
all SMEs 

All SMEs 9.8% 15.7% 
Firm Size 
1 to 4 employees 8.1% 17.1% 
5 to 19 employees 11.1% 15.4% 
20 to 99 employees 12.7% 10.9% 
100 to 499 employees 17.2% 6.5% 
Sectors 
Knowledge-based 
Industries (KBI) 19.5% 10.0% 

Information and 
Communication 
Technologies (ICT) 

17.5% 8.1% 

Construction 14.6% 5.1% 
Professional, 
Scientific and 
Technical Services  

13.5% 15.8% 

Wholesale Trade 12.9% 8.8% 
Manufacturing  11.0% 8.8% 
Retail Trade  8.9% 22.1% 
Tourism 7.4% 21.2% 
Other Services 6.3% 23.0% 
Accommodation and 
Food Services  3.5% 21.4% 
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SELLING TO GOVERNMENT

The literature supports several perspectives about 
the merit of SME focused procurement policy. One 
perspective holds that engagement of SMEs in 
public procurement lends to cost-effectiveness and 
best-value-for-money through greater competition 
(Asian Development Bank, 2012; OECD, 2013). 
Another view suggests that governments should 
favour large contractors. To inform procurement 
policy and the design of SME-focused 
programming, this section examines perceptions of 
SME-focused procurement policies and common 
obstacles cited by SME owners with respect to 
selling to government. 

From the perspective of the government, contract 
aggregation (or bundling) lends to lower prices for 
goods and services, less duplication of effort and 
lower transaction costs, improved capacity and 
expertise, increased contractual certainty, easier 
monitoring, simplicity and uniformity (Asian 
Development Bank, 2012; Miller-Kermani, 2009; 
OECD, 2015b; Preuss, 2011; Smallbone, Athayde  
and Meng, 2007; Van Scheers, 2016). Economies 
of scale and efficiencies achieved through 
procurement volumes also allow for more focused 
delivery of policy goals (OECD, 2015b). 

Critics argue that contract bundling may weaken 
competition and ultimately reduce innovation by 
excluding potential SME innovators (Uyarra and 
Flanagan, 2010). High production volumes and low 
profit margins can discourage SMEs from 
participating as prime contractors (Asian 
Development Bank, 2012; OECD, 2013). Hence, 
excessive aggregation of contracts may stifle 
competition by squeezing out SMEs and ultimately 
lead to higher prices and lower rates of innovation 
(Fiontar, 2009).  

Another rationale for contract bundling is that 
government procurers are risk averse, particularly 
when dealing with SMEs. Stringent requirements 
may exclude SMEs with less experience or 
financial capability (Asian Development Bank, 
2012). While central procurement officers may 
retain a wide interpretation of best value and 
whole-life costs, front-line procurers may be more 

risk-averse or less informed about appropriate or 
acceptable interpretations of contract specifications 
(Smallbone et al., 2007). Procurer risk aversion 
may also be biased, such that even when SMEs 
have capacity to deliver goods or services, the firm 
fails in competition against larger suppliers due to 
lack of supplier experience or proven track records. 

Typically, and compared to large firms, small firms 
lack technical, financial and administrative 
capacities with which to manage complex 
procurement procedures (Asian Development Bank, 
2012; Fiontar, 2009; Pirvu and Clipici, 2016; 
Smallbone et al., 2007). Lack of resources then 
limits SME access to government markets and 
reduces the likelihood of success in winning 
contracts (Huka, 2016; World Bank Group, 2016). 
Resource constraints, including managerial time, 
networks and financial capital (Miller-Kermani, 
2009) can further hamper the ability of SME 
owners to remain informed about contracting 
opportunities (Olusegun and Akinbode, 2016). 
Lack of transparency and confidence can prompt 
SMEs to become discouraged from engaging in the 
procurement processes (Flynn and Davis, 2015). 
Olusegun and Akinbode (2016) also identify 
unrealistic eligibility criteria, biased award criteria, 
long payment terms and complex contract 
management systems as reasons for the low 
participation rate by SMEs in public procurement.  

Related obstacles include: 

• Selection criteria that are overly restrictive; 
• Lengthy milestone and payment intervals; 
• Low access to financial and working 

capital to provide financial guarantees;  
• Lack of qualification or certification; and 
• Government preference towards larger and 

longer contracts that exceed SME capacity. 

Such obstacles differ, based on the stage of 
procurement. Box 3 summarizes common 
challenges of public procurement by stage of 
procurement.  
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Given the economic contributions of growth-
oriented SMEs, obstacles that impede SME access 
to government contracting should be minimized 
(Loader, 2016). A step to engaging more SMEs in 
federal contracting is identifying the obstacles 
faced by Canadian SME suppliers and SMEs that 
do not contract with the federal government. The 
next two sections describe findings salient to this 
task drawn from the 2014 SFGSME survey. 

Obstacles selling to the federal government: 
SME suppliers  
In 2014, the two most frequently cited obstacles 
faced by SME suppliers in selling to the federal 
government were: (a) complexity of the contracting 
process (43.2 percent); and (b) difficulties in 
finding contracting opportunities. Not surprisingly, 
relatively fewer SME suppliers (25.9 percent) cited 
the latter as an obstacle; however, the frequency of 
perceptions varied by sector. 

In decreasing order of frequency, other obstacles 
included: high costs of the contracting process 
(26.5 percent); long delays in receiving payment 
(21.7 percent); and difficulty meeting contracting 
requirements (19.6 percent). 

Interestingly, only 14.0 percent of SME suppliers 
cited difficulties with respect to providing all 
services required in the contract. It may be that 
SME suppliers overcame the previously cited 
obstacles before delivering on the services 
specified in the contract (as suggested in Box 3: 
SME challenges of public procurement by stage of 
procurement). Alternatively, delivering on federal 
contracts may not be as onerous or complex once 
the business owner has: found the contract 
opportunity; responded to the RFP; and met the 
contract specifications. Table 4 presents a 
breakdown of these obstacles among SME 
suppliers. 

Table 4: Obstacles when selling to the federal government

  
Complexity 

of  
contracting 

process 

Difficulties in  
finding 

contracting   
opportunities 

High costs  
of the 

contracting  
process 

Long 
delays in  
receiving 
payment 

Difficulty 
meeting 

contracting  
requirements 

Difficulty 
providing  
all services  
required 

All SMEs 41.3% 30.8% 28.8% 23.8% 20.3% 14.9% 
SME suppliers 43.2% 25.9% 26.5% 21.7% 19.6% 14.0% 
Sector       Professional, Scientific 
and Technical Services 51.2% 43.9% 35.5% 19.6% 24.8% 14.3% 

Information and 
Communication 
Technologies (ICT) 

50.0% 52.2% 39.1% 21.7% 37.0% 13.0% 

Wholesale Trade 48.1% 28.0% 30.4% 21.3% 18.6% 22.0% 
Manufacturing  46.9% 36.0% 22.9% 19.7% 24.7% 20.1% 
Construction  42.8% 26.5% 31.0% 30.7% 22.4% 12.3% 
Other Services  40.6% 32.5% 9.0% 15.9% 17.4% 13.5% 
Transportation and 
Warehousing  34.9% 38.7% 31.2% 29.0% 10.1% 13.1% 

Knowledge-based 
Industries  34.8% 30.0% 23.1% 26.4% 19.8% 15.6% 

Retail Trade  33.7% 29.0% 22.1% 16.0% 18.9% 22.2% 
Information/Cultural 
Industries, etc. 33.6% 23.5% 33.3% 26.8% 17.1% 10.3% 

Tourism 32.4% 19.6% 24.9% 24.9% 12.7% 3.6% 
Agriculture/Forestry/Fish
ing/Hunting Industries 
and Mining/Oil/Gas  

32.2% 37.2% 28.6% 27.3% 16.9% 18.4% 

Accommodation and 
Food Services 29.1% 15.5% 7.7% 20.5% 18.0% 8.2% 
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Box 3: SME Challenges of Public Procurement by Stage of Procurement 

Stages of 
Procurement 

Challenges 

Access to 
information 

• Finding opportunities on online tendering platforms. 
• Suppliers do not know whom to contact when seeking contracts or 

clarification. Buyers are inaccessible. Information is disorganized.  
• Lack of information or feedback to understand procurement process. Lack of 

related training (e.g., bid writing, submission process).  
• Pre-conceptions that governments prefer to contract with large suppliers. 

Pre-qualification  • Clarity of solicitation documents. Limited resources to engage in pre-
qualification processes (e.g., vetting bids). 

• Governments ask inappropriate questions (e.g., proprietary information).  
• Time invested does not guarantee invitation to tender. Excess paperwork. 
• Lack of feedback following pre-qualification stage of applications. 
• Unspecified use of proprietary information (e.g., informal, on websites).  
• Difficulty getting on bid lists for local contracts. 
• Restrictive bonding or securing requirements.  

Tendering • Contracts awarded based on lowest price rather than overall best value. 
• Suspicion that selection processes favour insiders and established firms. 
• Cost of bidding. Contract bundling limits SME opportunities.  
• Federal jargon and complex legislation (national and international standards) 

create unrealistic expectations with respect to technical and financial 
capacity and compliance standards.  

• Just-in-time procurement (inventory) reduces the number of long-term 
relationships and limits number of suppliers. 

• Sub-contracting is as difficult as contracting directly with governments. 
Contract 
administration  

• Lack of capacity and resources to meet compliance requirements. 
• Complexity of federal accounting and payment systems/schedules.  
• Inflexible terms of payment even when caused by government delays. 

On-going 
relationship 
management 

• Expectation creep, unplanned and unrealistic demands.  
• Informal add-ons without due compensation. 
• Turnover of federal employees and loss of relationships.  
• Lack of communication with respect to expectations. 

Source: Orser, Riding and Weeks (forthcoming).  
Adopted from Orser and Weeks (2009) and Public Works Government Services Canada (2013).    
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Obstacles selling to the federal government: 
Non-contractor SMEs   
The 2014 SFGSME survey also inquired about the 
reasons why SMEs did not sell to the federal 
government. Table 5 provides a breakdown of the 
reasons cited for not selling to government, broken 
down by sector. Among non-contractor SMEs, the 
most frequently cited reason was that the federal 
government is not a potential client. This was 
particularly evident among SMEs operating in 
primary (Agriculture, Forestry, Fishing and 
Hunting) and extraction sectors (Mining, Oil and 
Gas). It is likely that SMEs operating in these 
sectors generate products or services that are not 
commensurate with the needs of federal 
government.  

However, recalling that Knowledge-based 
Industries (KBI), Information and Communication  

 

 

 
Technologies (ICT) and Construction are dominant 
sectors among SME suppliers, it is notable that a 
majority of non-contracting SMEs do not perceive 
government as a potential client even in these 
sectors. For example, 74.9 percent of non-
contracting SMEs in Knowledge-based Industries 
do not perceive government as a potential client. 
Similarly, among non-contracting SMEs operating 
in Information and Communication Technologies, 
50.4 percent did not perceive the federal 
government as a potential client. Among non-
contracting SMEs operating in Construction, 73.1 
percent did not perceive government as a potential 
client. Such firms may be further discouraged by 
what they perceive as a complicated application 
process. These business owners also cited lower 
levels of awareness about contracting opportunities.

 

Table 5: Reasons for Not Selling to the Federal Government, SME Non-suppliers

  

Federal 
government  

not a potential 
client 

Application 
process too 

complicated or 
time consuming 

Unaware of  
contracting  

opportunities 

Applied for 
a contract 

but was 
unsuccessful 

All SMEs 81.5% 7.4% 10.5% 2.0% 
Sectors 
Agriculture/Forestry/Fishing/Hunting 
Industries and Mining/Oil/Gas Extraction  94.3% 1.3% 1.8% N/A 

Accommodation and Food Services 92.1% 1.8% 3.9% N/A 
Tourism 87.8% 3.1% 6.3% 1.3% 
Retail Trade  85.1% 5.3% 10.1% 1.1% 
Transportation and Warehousing 85.0% 6.1% 9.8% 1.5% 
Information/Cultural Industries, Health Care 
and Social Assistance, Arts/Entertainment/ 
Recreation, Administrative Support, etc. 

84.5% 6.7% 8.4% 1.5% 

Other Services 83.1% 4.6% 10.3% 1.2% 
Wholesale Trade 77.8% 8.0% 11.9% 5.0% 
Manufacturing 75.9% 11.4% 15.6% 3.0% 
Knowledge-based Industries (KBI) 74.9% 14.7% 17.1% 1.8% 
Construction  73.1% 10.6% 14.4% 3.3% 
Professional, Scientific and Technical 
Services 68.0% 15.8% 17.1% 3.3% 

Information and Communication 
Technologies (ICT) 50.4% 32.6% 27.7% 5.0% 
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RESPONSE STRATEGIES 

A recent study of international procurement 
policies suggests that the Canadian federal 
government has historically emphasized 
economically oriented aspects of purchasing 
(Brammer and Walker, 2011). While the Canadian 
government’s emphasis has been similar to that of 
most European governments, the Canadian 
procurement policy was also characterized by non-
discrimination and equal participation of 
Aboriginal businesses.4,5   

Traditional supply-side SME and innovation 
programs may not, however, be sufficient to drive 
growth and innovation. As such, there is increasing 
interest by governments in promoting procurement 
policies that facilitate innovation and socio-
economic diversity (Jeeva and Wood, 2012; 
Rogerson, 2013; Smallbone et al., 2007; Snider, 
Kidalov and Rendon, 2013). 6  This trend was 
evidenced through the permanent introduction of 
the Build in Canada Innovation Program in 2012.7 
                                                 
4 For example, in 1996, the Canadian government introduced 
the Procurement Strategy for Aboriginal Business, a set-aside 
program to increase the number of Aboriginal suppliers 
bidding for, and winning, federal contracts (St. Germain and 
Sibbeston, 2007). The program includes mandatory set-aside 
requirements for Aboriginal goods and services valued in 
excess of $5,000 destined for Aboriginal populations. The 
government has articulated voluntary set-asides for goods and 
services that are not destined to Aboriginal communities.  
5 According to the weighted percentage of Aboriginal-owned 
SMEs that are suppliers to the federal government and the 
size of SME suppliers that participated in the 2014 SFGSME 
survey, the number of Aboriginal SME suppliers surveyed 
was estimated to be less than 10. Thus it is impossible to 
arrive at any robust conclusions based on statistical analysis 
with such a small sample.   
6 Policy interventions stand at the crossroad of a long running 
and unresolved debate concerning the degree to which 
government should intervene in the economy to support 
innovation (Edler and Georghiou, 2007).   
7  The Build in Canada Innovation Program (BCIP, 2017) 
enables the federal government to buy innovative pre-
commercial goods and services, and to test them with 
government departments and partners. Technology is vetted 
through the national industrial research funding agency. The 
government then matches supplier goods and services with 
appropriate federal agencies. The government views the 
policy as a “win-win” for businesses and federal testing 
departments.  

More recently, the 2017 federal budget ushered in a 
new era of strategic procurement in Canada 
(Morneau, 2017). The 2017 budget earmarked 
funding for an innovation-oriented procurement 
program modelled after the US Small Business 
Innovation Program. 8  The characteristics of 
innovation-oriented procurement policy and 
supplier diversity are presently described.  

Innovation-oriented procurement policy 
Innovation-oriented procurement policy is defined 
as the purchase “of a not-yet-existing product or 
system whose design and production will require 
further, if not completely novel, technological 
development work” (Edquist and Hommen, 2000 
as cited by Reijonen, Saastamoinen and Tammi, 
2016). Such policy is thought to stimulate supply-
side activities in at least three ways:  

• Innovation-oriented procurement policy 
creates an environment “that stimulates 
learning as well as the emergence and 
uptake of new organizational and 
technological capabilities” (Lember, Kattel 
and Kalvet, 2014: 15).  

• Programs encourage innovation through 
clearly defined needs of the government, 
rather than on external evaluations of 
technical or scientific achievements, 
without an assured market (Clermont and 
Fionda, 2016; Edler  and Georghiou, 2007; 
OECD, 2012; Yu and Stough, 2009). 9 

                                                 
8  The 2017 federal budget states: “Under Innovative 
Solutions Canada, a portion of funding from Federal 
departments and agencies will be allocated towards early-
stage research and development, late-stage prototypes and 
other goods and services from Canadian innovators and 
entrepreneurs. In return, the Government will have access to 
the latest, most innovative products and services—a true win-
win for citizens and the businesses that employ them. This 
program will be designed to be scalable, so that other 
Canadian jurisdictions can take part in the future, if they wish 
to do so. To encourage inclusive growth, particular effort will 
also be made to encourage procurement from companies led 
by women and other underrepresented groups.” (Morneau, 
2017: 88) 
9  Zelenbabi (2015: 277) cautions that narrowly targeted 
markets or sectors (constrained by a demand-side 



 

 
 

18 

Federal Procurement and SMEs 

Suppliers in the private sector identify and 
initiate innovation, rather than government. 

• Lead customers may offer more effective 
solutions (such as goods or services that 
have a longer lasting impact than those 
specified in the traditional tender process).  

Strategic procurement, therefore, encourages SME 
contractors to offer innovative products or services 
rather than merely meeting pre-determined 
specifications. However, one concern with respect 
to innovation-focused public procurement is that 
such programs tend to favour the military and 
larger, established firms (Geroski, 1990). This may 
infer systemic exclusion of female-owned and 
other under-represented populations of SME 
owners in federal contracting. 

Canadian procurement policy, therefore, reflects a 
trend towards demand-based innovation as a means 
of levering public funding to attain socio-economic 
objectives (Edquist et al., 2015). Additional 
changes in procurement practices are expected, 
given the mandate of the federal minister 
responsible for federal procurement to modernize: 

“…procurement practices so that they are 
simpler, less administratively burdensome, 
deploy modern controllership, and include 
practices that support our economic policy 
goals, including green and social 
procurement.” 

Supplier diversity  
The Canadian Centre for Diversity Inclusion 
(CCDI, 2016: 5) has reported on the benefits and 
incidence of supplier diversity in Canada: that the 
‘business case’ for diversity reflects10:   

                                                                                    
procurement policy approaches) may become problematic for 
the delivery of a broader innovation agenda: “policy aiming 
to stimulate innovation needs to be made up of multiple 
interventions logic that operates on both the demand- and the 
supply-side, intending to reinforce each other.” 
10  Orser et al. (forthcoming) document several additional 
rationales for women-centric procurement policy: “The 
development perspective holds that gender-specific initiatives 
such as federal procurement are a means of alleviating 
poverty by increasing women’s per capita income (Mayoux 
2001). Moreover, advocates argue that SME policy should 
adhere to women’s lived experiences, rather than third-party 
interests and agendas (Byrne and Fayolle 2010). Thus, 

• “Increased competition among vendors, 
leading to better pricing and more 
innovative products and services;  

• Increased flexibility and just-in-time 
delivery from vendors;  

• Building the most-qualified supplier pool;  
• Reducing supply chain risk, by engaging 

multiple, capable suppliers;  
• Increased access to ethnic or diverse 

markets;  
• Meeting customer expectations for 

diversity;  
• Community relationship building;  
• Building economic capacity, stakeholder 

relationships, goodwill and prosperity in 
the community;  

• Increased brand recognition within the 
community with improved public and 
client relations;  

• Customization of products or services can 
be easier with smaller diverse vendors; 
and, 

• Improved employee engagement.” 
 
The CCDI (2016) study found the lack of 
government incentives to be a contributing factor 
in the relatively low engagement with supplier 
diversity in Canada (compared to the United 
States). 

Business associations and industry groups have 
called on the Canadian federal government to 
establish procurement programs targeted at under-
represented communities, including female 
entrepreneurs, visible minorities and LGBTQ2 
(WBE Canada, WEConnect International Canada, 
LGBT Supplier Diversity Program and 
Certification, Canadian Aboriginal and Minority 
Supplier Council, Canadian Taskforce for 
Women’s Business Growth). By contrast, the 
                                                                                    
Federal spending should reflect the contributions of all, 
including women business owners (Gammage et al. 2002; 
McGill 2004). Finally, from a social stability rationale, 
investment in women is viewed as a means to help stabilize 
economies through family decision-making. Underlying these 
rationales are calls for more formalized and systemic 
interventions to support women entrepreneurs (Verveer 
2010).” 
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United States federal government leads all OECD 
economies in the implementation of supplier 
diversity and affirmative procurement, requiring 
SME sub-contracting as part of competitive bids 
and tendering in large contracts (Clark and 
Moutray, 2004). For example, the United States 
federal government has a published goal of 
allocating 25.0 percent of spend to SMEs, and 5.0 
percent of spend to majority female-owned SMEs.    

Impact of SME policies and programs  
The extent to which innovation-oriented 
procurement and supplier diversity are favourable 
to governments and SMEs is debated. From a 
demand-side perspective, SME procurement 
programs use taxpayer funds to offset efficiency 
losses to government in order to achieve the greater 
good of job creation and prosperity for society. 
Nakabayashi (2009) contends that public set-asides 
not only improve equity between large and small 
firms,11 but also saves public funds, reasoning that 
increased competition among SMEs 
overcompensates for production inefficiency, 
leading to lower procurement costs. Nakabayashi 
also argues that set-asides squeeze positive net 
gains from large firms (compared to the alternative 
of removing set-asides), driving public 
procurement costs down.  

Preferential treatment for SMEs can, however, 
increase procurement costs due to competitive 
pressures exerted by favoured bidders; 
governments lose the surplus from lower-cost 
bidders by granting a bid preference to higher-cost 
bidders (Marion, 2007). However, as Denes (1997) 
has reported, there is little evidence that set-asides 
are more costly.  

From a supply-side perspective, SMEs typically 
prefer to act as prime contractors rather than sub-
contractors. However, sub-contracting is one 
means of responding to the above obstacles. For 
example, American women business owners report 
that sub-contracting is an essential part of their 
business strategy (Madison Services Group, 2007). 
                                                 
11 According to Nakabayashi (2009), if set-aside programs are 
removed, large firms would switch their entry from high-end 
to low-end projects, depressing SMEs’ entry into low-end 
projects. As a result, participants would decrease in both 
high- and low-end projects. 

Miller-Kermani (2009) has observed that women-
owned small businesses in the United States are 
willing to sub-contract with a prime contractor in 
order to increase their skill sets and become more 
procurement-ready. However, SMEs as sub-
contractors have complained that their input was 
restricted and their margins squeezed.   

The Glover Committee has also reported (2008: 
34): “…[sub-contractors] often suffer unfavourable 
terms and conditions, and can face disproportionate 
delays in payment.” Similar complaints are 
reported by Orser et al. (forthcoming) in a study 
that examines the efficacy of gender-based United 
States federal procurement policies. They find that 
58.0 percent of SME sub-contractors experienced 
challenges with getting prompt payment from the 
prime contractor; 42.0 percent of SME sub-
contractors reported being involved in bids as a 
sub-contractor but were not subsequently hired 
after the prime contractor had won the contract.  

The impact of United States federal affirmative 
procurement programs also remains unclear. 
Evidence suggests that current measures from the 
United States federal government lags in 
promoting woman-owned business’s interest in 
federal procurement (Madison Services Group, 
2007). Miller-Kermani (2009) confirmed the 
finding that all existing American federal programs 
(collectively and individually), were not associated 
with any significant differences in either bid 
frequency or success rates between male and 
female business owners. A decade after Miller-
Kermani’s study, Orser et al. (forthcoming) found 
little has changed in the American context.12  
How might the Canadian federal government 
effectively engage SMEs in procurement? 
According to Madison Services Group (2007) best 
practices in federal procurement in the United 
States, defined as the most effective small business 
programs, are presented in Box 4.  

                                                 
12 In the United States, the Women-Owned Small Business 
(WOSB) Federal Contract Program has set aside certain 
federal contracts (in industries where women-owned small 
businesses are under-represented) to qualifying woman-
owned businesses, that must be ‘certified’ as majority-
women-owned, i.e., the firm should be at least 51.0 percent 
owned, and primarily managed by, one or more women.  
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In Canada, the federal government has created the 
Office of Small and Medium Enterprises (OSME) 
in PSPC to advocates on behalf of SMEs and 
encourages their participation in federal 
government procurement (https://www.tpsgc-
pwgsc.gc.ca/app-acq/pme-sme/index-eng.html). 

The OECD (2012) advances the following 
examples of measures that might bear witness to 
innovation in public procurement: 

• Existence of a regulatory body that would 
govern public procurement of R&D; 

• Percentage of the overall procurement 
spend earmarked for procurement of R&D; 

• Number of patents that can be linked to 
procurement of R&D relative to overall 
procurement budget for R&D (or, 
alternatively, overall procurement 
budget)13; 

• Number of cases and total value of 
acquisition of innovative products/services 
relative to total procurement spend14;  

• Most recurrent types of procurement 
procedures adopted for acquiring 
innovative products/services among open, 
restricted and negotiated procedures; 

• Ease with which public buyers can engage 
the market in early consultations. (To what 
extent is procurement regulation restrictive 
with respect to early consultations with the 
market?); 

• Frequency of reference to standards in 
tender documents; and 

• Frequency of use of functional 
requirements in procurement contracts. 

 

                                                 
13 This is just one example of a key difficulty with using 
output measures: that of finding a clear and direct link 
between the specific procurement activity (or set of activities) 
and outcomes such as patents. 
14  This is an approach that requires a generally accepted 
definition of what constitutes an innovation. 

With respect to increasing the engagement of 
(potentially) under-represented communities in 
federal contracting, Orser and Weeks (2009) have 
presented recommendations drawn from Canadian 
consultants on procurement policies and programs 
to better support women-owned firms. While their 
focus was on women-owned enterprises, the 
suggestions may be applicable to other minorities 
Recommendations include:  

• Expand awareness of procurement 
opportunities through women business 
associations;  

• Initiate supplier diversity programs and 
include women-owned businesses in lists 
of suppliers and sub-contractors;  

• Train procurement personnel about the 
importance of women-owned enterprise;  

• Proactively engage women in seminars 
about selling to government and effective 
proposal writing;  

• Establish procurement targets for SMEs 
and in particular, women-owned 
enterprises;  

• Review the impact of larger, consolidated 
tenders on SMEs;  

• Encourage corporations to extend supplier 
diversity among second-tier contractors; 
and  

• Women-owned businesses should be 
encouraged to form joint ventures or 
alliances to bid on large contracts.  
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Box 4: Best Practices in Federal Procurement:  
The most effective small business programs in the United States (Madison Services Group, 2007) 

Vendor outreach sessions: Vendor Outreach Sessions provide a forum for small businesses to meet with 
Small Business Specialists or program officials in a series of pre-arranged 15-minute appointments. These 
sessions provide the small business community an opportunity to discuss their capabilities and learn of 
potential procurement opportunities in a one-on-one forum.  

Teleconferencing: The Department of Veterans Affairs (VA) uses teleconferencing as a tool to reach out 
to small businesses that want to do business with the Department. Realizing that small businesses find 
travel expensive, the VA has chosen technology as a way to effectively reach out to small businesses.  

Regional training and conferences: While most federal buyers are located in Washington D.C., the same 
is not true of small businesses. One way to address this geographic dispersion is to establish small 
business training seminars at regional offices as the General Services Administration (GSA) has done. 
Sessions allow the GSA to disseminate information to a wider range of small businesses. Regional Small 
Business Administration (SBA) offices and GSA offices work together to support regional conferences 
and contracting assistance to small businesses to allow businesses to concentrate on opportunities in their 
local area as well as to save on the expense of traveling.  

Small business advisory committees: Some agencies, such as the GSA and the Department of Energy, 
have established Small Business Advisory Committees (SBAC) to provide recommendations to the 
leaders of the agency on how to improve small business utilization. These committees are comprised of 
individual members selected based on their experience in the small business community or as experts and 
advocates for their program area.  

Conferences and tradeshows: Many conferences, tradeshows, and educational seminars aid small 
businesses in selling their products or services to the federal government. Some Congressional offices 
even host procurement or vendor sessions for established and potential small businesses. In addition, most 
agencies host their own small business opportunity fairs/seminars. Small businesses can gain significant 
insight on agency buying practices and valuable contacts by attending conferences hosted by specific 
agencies.  

Mentor/protégé programs: The mentor protégé program is designed to motivate and encourage large 
business prime contractor firms to provide mutually beneficial developmental assistance to: small 
business; veteran-owned small business; service-disabled veteran-owned small business; HUBZone small 
business; small disadvantaged business; and women-owned small business concerns. 
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CONCLUDING REMARKS

Drawing on the 2014 Survey on Financing and 
Growth of Small and Medium Enterprises 
(SFGSME) this study documents that 9.8 percent 
of employer SMEs conducted business with the 
federal government between 2012 and 2014.  

Compared to non-contractor SMEs, SME suppliers 
were larger (in terms of employees), older, growth-
oriented, innovative, export focused and more 
likely to be male-owned than female-owned. SME 
suppliers are relatively concentrated in (descending 
order): Knowledge-based Industries; Information 
and Communications Technologies; Construction; 
Professional Scientific and Technical Services; and 
Wholesale Trade and Manufacturing.  

Potential explanations for differences in the profile 
of SME suppliers and non-contractor SMEs were 
advanced. Constrained by the published summary 
data (ISED, 2015), the extent to which potential 
confounding factors account for these differences 
remains unclear. Without a robust analysis of micro 
data to control for systemic differences in firm-
level and individual-level attributes, it is not 
possible to estimate the impacts of supplying to the 
federal government on firm growth and innovation. 

Responses to lever procurement as a means to 
enhance firm growth, employment, innovation and 
socio-economic diversity were described. 
Illustrative strategies to further engage SMEs in the 
federal supply chain were also profiled. Evidence 
about the impacts of procurement policies and 
programs targeted at SMEs is limited. It is mixed 
and based primarily on European and American 
practices. There is a dearth of evidence about the 
Canadian context.  

To further inform evidence-based procurement 
policy, it is important to identify program 
outcomes, establish performance metrics and 
document good practices (Bradfield, 2015; 
Nakabayashi, 2010). For example, PSPC has 
recently commissioned a study to analyse the 
impacts of the Build in Canada Innovation 
Program.  The study confirms the value of the 
program for SMEs and suggests positive impacts 
on participants’ growth and the Canadian economy, 
including jobs creation and exports. Replicating 

such study in the future and complementing it with 
other quantitative methods would help further 
assess impacts to inform program improvements.  

Research is also needed to further understand 
operational (internal) barriers that militate against 
public procurement as a driver of innovation (for 
example, cost efficiencies, legalistic or risk-adverse 
culture). The absence of robust measurements and 
monitoring mechanisms can result in program 
misalignment and lack of compliance in federal 
procurement process (Davis and Brady, 2015). 

Measuring the impact of public procurement policy 
poses challenges with respect to data collection and 
methodologies. For example, to date there is no 
Canadian database that allows examination of sub-
contracting at the federal level. Consequently, the 
experience and contributions of sub-contractors 
remain invisible. Federal tendering processes also 
do not require suppliers to declare gender identity. 
Without a mechanism in place to identify gender 
identity, it is difficult to obtain the empirical 
evidence necessary to conduct gender-based 
analysis with which to inform policy discussions 
about the experience, importance and contributions 
of female- and minority-owned enterprises. 
Research and data are required, therefore, to create 
a Canadian profile of SME suppliers and to 
evaluate if current policies and programs meet the 
needs of all business owners. 

One step towards a solution is to create a unified 
platform that gathers contracting information, both 
primary and sub-contracting, to enable a single 
collection of data, better management and 
evaluation of the supply chain in the public 
procurement sector. Such information will help 
facilitate results-oriented and evidence-based 
policy support.  Some challenges include: 

• Consistent categorization and classification of 
systems, and linkages between procurement 
and economic data sets. For example, the 
Goods and Services Identification Number 
(GSIN) system used by the federal government 
is outdated and should be replaced by the 
United Nations Standard Products and Services 
Classification (UNSPSC) used by the industry.     



 

 
 

23 

Federal Procurement and SMEs 

• Definition of objectives and indicators for 
measurement, e.g., support socio-economic 
policy objectives in the area of SMEs, women 
and innovation, and the related analytics needs; 

• Scope and granularity of data to assess 
participation, transparency and performance, 
including in areas such as sub-contracting, bids 
and price efficiencies; 

• Methodologies to track socio-economic impacts 
for government procurement. The Council of 
Canadian Academies chaired by Esko Aho in 
Innovation Impacts: Measurement and 
Assessment (2013) identifies seven methods, 
including: Case Study; Indicator-based 
Frameworks; Scorecards and Benchmarking, 
Design Matching estimation; Difference-in-
Difference Estimation; and Random 
Experiments. All methods, and their efficacy, 
are dependent on the quantity and quality of the 
data; and 

• Collaboration with other agencies, jurisdictions, 
industry and academia. 

 
The need for additional Canadian evidence is 
further reinforced by the Comprehensive Economic 
and Trade Agreement (CETA). CETA commits 
Canada to open a wider range of government 
procurement activities (Global Affairs Canada, 
2017), and, potentially, increasing competition in 
the public procurement marketplace. Accordingly, 
the research described in Appendix A of this report 
outlines a proposal that seeks to inform the 
following questions: 

1. What factors affect the likelihood of SMEs 
selling to the federal government? Does gender 
identity of firm ownership remain a significant 
factor in propensity to contract with the federal 
government after controlling for confounding 
owner and firm-level attributes?  

2. How does the performance of SME suppliers to 
the federal government compare to that of the 
overall SME population? Does being a supplier 
to the federal government improve SME 
performance with respect to growth, innovation 
and market expansion? 

3. What implications can be drawn from the 
proposed study with respect to public 

procurement policy and programs to support 
innovation and enterprise growth? 

http://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/ceta-aecg/chapter_summary-resume_chapitre.aspx?lang=eng
http://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-acc/ceta-aecg/chapter_summary-resume_chapitre.aspx?lang=eng
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APPENDIX A:  

PROPOSED EMPIRICAL METHODOLOGIES  

Research questions 
Given the scale and importance of public 
procurement with SMEs, it is essential for the 
Canadian government to understand better the 
associations among SME engagement, public 
procurement, and enterprise performance through 
empirical evidence. Accordingly, the proposed 
research will attempt to answer the following 
questions: 

1. What factors affect the likelihood of SMEs 
selling to the federal government? Does the 
gender identity of a firm’s ownership remain a 
significant factor in propensity to contract with 
the federal government after controlling for 
confounding owner and firm-level attributes?  

2. How does the performance of SME suppliers to 
the federal government compare to that of the 
overall SME population? Does being a supplier 
to the federal government improve SME 
performance with respect to growth, innovation 
and market expansion? 

3. What implications can be drawn from the 
proposed study with respect to public 
procurement policy and programs to support 
innovation and enterprise growth? 

Data requirements 
The proposed study will draw on data from the 
2014 Survey on Financing and Growth of Small 
and Medium Enterprises (SFGSME). The 2014 
survey was conducted by Innovation, Science and 
Economic Development Canada (ISED, 2015) and 
Statistics Canada.15 The survey was redesigned to 
inform topics of interest to PWGSC, such as sub-
populations (including SMEs) that have signed 
contracts with the federal government. The 2014  

 

                                                 
15  Non-profit organizations, cooperatives, financing and 
leasing companies, joint ventures, multiple/federal 
government, subsidiaries, as well as other enterprises in 
specific industries are not included in this survey. 

 

survey provides, therefore, a unique source of data 
with which to inform Canadian evidence about 
public procurement with SMEs.  

Apart from accessing the micro data of the 2014 
survey, the proposed study requires linking other 
Statistics Canada data to the aggregated dataset for 
the purpose of analysis: 

• Primary provincial location; 
• Three-digit NAICS code; 
• Annual revenue from 2011 to the most 

recent year available; 
• Annual profit from 2011 to the most recent 

year available; 
• Export value from 2011 to the most recent 

year available, and 
• Number of employees from 2011 to the 

most recent year available. 

Before proceeding to data analysis, missing 
values will be assessed and ‘cleaned’ to ensure 
data accuracy. Applicable weights will also be 
applied to ensure data representativeness.  

Methodology and analytical framework 
As noted, because of confounding factors, 
conclusions from the univariate breakdowns of the 
2014 survey data remain ambiguous. The proposed 
study will employ two analytical approaches to 
further explore the associations among SME’s 
engagement in public procurement, enterprise 
growth and innovation: 

• Chi-square Tests: Will examine if there are 
significant differences between SME 
suppliers and SMEs that did not contract 
with the federal government with respect to 
firm-level attributes, owner characteristics 
and business performance, and  

• Multivariate Regression Analyses: Will 
adopt the general methodologies employed 
by Rosa and Sylla (2016) who used 
SFGSME data to determine the extent to 
which enterprise growth differs between 
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female-owned and male-owned SMEs. The 
approach will be generalized along the lines 
with four different models to test:  

• Factors that affect SMEs’ likelihood of 
selling to the federal government 
(Model One); and  

• Whether being a supplier to federal 
government improves SMEs’ 
performance in sales growth (Model 
Two), innovation (Model Three) and 
international trade (Model Four), 
respectively (after accounting for 
systemic differences between SME 
suppliers and the overall SME 
population).  

Additionally, all regression analyses will be 
conducted hierarchically. Control variables will be 
entered in the first step, followed by the key 
independent variable that is of interest in each of 
the models (for example, gender of primary 
business ownership in Model One and involvement 
in federal procurement in the other models). 

SMEs’ participation in public procurement  
Model One examines factors that affect SMEs’ 
participation in federal procurement. Since the 
dependent variable in Model One is a binary 
variable signifying whether or not the firm is a 
Government of Canada ‘SME suppliers’ or not, 
logistic regression will be employed. Specifically, 
and as noted earlier, preliminary bi-variate analysis 
has found that female-owned SMEs appeared to be 
disproportionately less likely to be contract with 
the federal government. Gender is the key 
independent variable in Model One, a categorical 
variable connoting gender of ownership (100.0 
percent male, 100.0 percent female, mixed) for 
each SME case. Additionally, perceived obstacles 
in the procurement process might discourage SMEs 
from supplying to the government, thus are also 
added to the model as a key independent variable. 
It is to be measured as a categorical variable to 
denote different types of obstacles in the federal 
procurement process. The remaining variables will 
comprise variables that control for factors that were 
found to confound the impact of gender. The 
regression equation of Model One could be 
expressed as below: 

ln (
𝑓(𝑥𝑖)

1−𝑓(𝑥𝑖)
)=𝛼 +𝛽0� 𝐶𝚤 � + 𝛽11 𝐺𝑖  + 𝛽12 𝑂𝑖    +  𝜀𝑖 �… 

…...(Model 1) 

where ln (
𝑓(𝑥𝑖)

1−𝑓(𝑥𝑖)
) is the dependent variable: ln 

denotes the natural logarithm and 𝑓(𝑥𝑖) represents 
the probability of a SME selling to the federal 
government;  𝐶𝚤 � are vectors of control variables that 
have potential influence on the dependent variable 
(such as sector, firm size, firm age, growth 
intention, etc.); G indicates the gender of business 
ownership; 𝑂𝑖  represent perceived obstacles in the 
procurement process; α, 𝛽0�,𝛽11,𝛽12 represent 
corresponding coefficients to be estimated from the 
data, and 𝜀𝑖 �are vectors of error terms assumed to 
obey the statistical assumptions of the model being 
estimated. Interpretation of the resulting estimates 
will provide estimates of the extent to which 
female-owned SMEs are under-represented among 
SME suppliers.  

Procurement and SME performance 
Model Two to Model Four will estimate factors 
that relate to performance of SME suppliers, 
(specifically, sales growth in Model Two, 
innovation in Model Three, and export propensity 
in Model Four), and the extent to which being a 
‘SME supplier’ is among these.  

First, Model Two tests whether selling to the 
federal government has an impact on SMEs’ 
annual sales growth, after controlling for other 
factors that might confound the impact of 
government contracting. In this analysis, the key 
independent variable is whether the SME is a 
supplier to the federal government. The regression 
of Model Two could be expressed as: 

𝑓(𝑥𝑖)=𝛼 +𝛽0� 𝐶𝚤  �  + 𝛽2 𝑃𝑖  + 𝜀𝑖 �….……..….(Model 2) 

where 𝑓(𝑥) is the dependent variable calculated as 
the per-2011 employee increment in sales revenues 
between 2011 and the most recent year available. 
 Cı � are vectors of control variables that have 
potential influence on the sales growth; Pi  is a 
binary variable signifying whether or not the firm 
is a Government of Canada procurement client; 
α, β0�,β2 represent corresponding coefficients to be 
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estimated from the data, and εı � are vectors of error 
terms assumed to obey the statistical assumptions 
of the model being estimated.   

Model Three comprises a statistical estimation of 
antecedents of innovation among SMEs, and the 
extent to which being a ‘SME supplier’ is 
associated with innovative activities. Since the 
dependent variable is a categorical variable, 
multinomial logistic regression will be applied. 
Again, the key independent variable is whether the 
SME is a supplier to the federal government and 
control variables will comprise categorical and 
continuous variables that may be associated with 
innovative activity. The regression of Model Three 
could be expressed as: 

ln (
𝑓(𝑥𝑖)

1−𝑓(𝑥𝑖)
)=𝛼 +𝛽0� 𝐶𝚤  �  + 𝛽3 𝑃𝑖  + 𝜀𝑖 �……...(Model 3) 

where the dependent variable is a categorical 
variable, each category signifying one type of 
innovation reported by SMEs and the reference 
category is no innovation;  𝐶𝚤 � are vectors of control 
variables that have potential influence on 
innovation; 𝑃𝑖  is a binary variable signifying 
whether or not the firm is a Government of Canada 
procurement client; α, 𝛽0�,𝛽3 represent 
corresponding coefficients to be estimated from the 

data, and 𝜀𝑖 �are vectors of error terms assumed to 
obey the statistical assumptions of the model being 
estimated.  

Model Four uses export propensity as a dependent 
variable to examine the extent to which SME 
suppliers are more or less likely to engage in 
international trade than SMEs that did not sell to 
the federal government:  

𝑓(𝑥𝑖)=𝛼 +𝛽0� 𝐶𝚤  �  + 𝛽4 𝑃𝑖  + 𝜀𝑖 �…………....(Model 4) 

where 𝑓(𝑥) is the dependent variable calculated as 
the proportion of revenue that are export sales;  𝐶𝚤 �  
are vectors of control variables that have potential 
influence on export propensity; 𝑃𝑖  is a binary 
variable signifying whether or not the firm is a 
Government of Canada procurement client; 
𝛼, 𝛽0�,𝛽4 represent corresponding coefficients to be 
estimated from the data, and 𝜀𝚤 �are vectors of error 
terms assumed to obey the statistical assumptions 
of the model being estimated. Because the 
dependent variable is bounded from both below 
(0.0 percent) and above (100.0 percent), fractional 
regression methods would be employed. 

The following table provides a summary of all 
variables in each regression model. 

 

Table 6: Descriptions of Variables in Each Model 

Model Descriptions Corresponding Survey Questions 
                                          Dependent Variables 

1 Whether or not the SME reported sales to the 
federal government during 2011–2014. 

I10: Binary variable, where: 
1 = Yes, 0 = No 

2 
SMEs’ per employee increment in sales 
revenue from 2011 to most recent year for 
which data are available. 

Data linkage: Continuous variable calculated as the 
increment, per 2011 employee, of total revenues between 
2011 and most recent year for which data are available. 

3 

Innovation activities between 2011 and 2014.  I14: Categorical variable where 
1=Product innovation 
2= Process innovation 
3=Marketing innovation 
4=Organizational innovation 
5=No innovation (reference category) 

4 SMEs’ proportion of revenue that are export 
sales. 

I4: Continuous constrained variable calculated as the 
percent of sales accounted for by exports.  
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Table 6: Descriptions of Variables in in Each Model (continued) 

Model Descriptions Corresponding Survey Questions 
                                     Key Independent Variables 

1 

Categorical variable according to gender of 
ownership (100.0 percent males; 100.0 percent 
female; mixed) 

J7: Categorical variable, where:  
0 = 100% male-owned 
1 = 100% female ownership  
2 = Mixed ownership 

Perceived obstacles when selling to the 
government. 

I13: Binary variable corresponds to each obstacles, where: 
1 = Yes, 0 = No 

2/3/4 Whether the SME reported sales to the federal 
government during 2011–2014. 

I10: Binary variable where  
1 = Yes, 0 = No 

                                           Control Variables 

1 

Firm size: number of paid employees 
excluding the owner and contract workers. 

A2: Continuous variable.  

Firm age B2: Continuous variable equals to 2014 minus years of 
establishment. 

Sectors Data linkage: A group of binary variables, each denoting 
whether the business locates in the corresponding sector, 
where: 1 = Yes, 0 = No. Sectors to be broadly defined: 
Goods producers/Retail and Wholesale/Professional, 
Scientific, etc. services/Other services. 

Age of the primary decision-maker. J1: Continuous variable (or ordinal variable). 
Years of owning or managing a business.  J3: Continuous variable (or ordinal variable). 
Educational level of the primary decision 
maker. 

J2: Ordinal variable, where: 
1 = Less than high school diploma 
2 = High school diploma 
3 = A college/trade school diploma 
4 = A Bachelor’s degree 
5 = A Master’s degree or higher   

Growth intention. I2: Ordinal variable, where: 
1 = Less than 0%  
2 = 0%  
3 = 1% to 10% per year 
4 = 11% to 20% per year 
5 = 20% or more per year 

Whether the primary decision-maker is 
Aboriginal? 

J8-a: Binary variable, where:  
1 = Yes, 0 = No 

Whether the primary decision-maker is a 
visible minority? 

J8-b: Binary variable, where:  
1 = Yes, 0 = No 

Whether the primary decision-maker was born 
within Canada? 

J4: Binary variable, where:  
1 = Yes, 0 = No 

2/3/4 

Firm size: Number of paid employees 
excluding the owner and contract workers. 

A2: Continuous variable.  

Firm age. B2: Continuous variable equals to 2014 minus years of 
establishment. 

Sectors. Data linkage: A group of binary variables, each denoting 
whether the business locates in the corresponding sector, 
where: 1 = Yes, 0 = No 
Sectors to be broadly defined: Goods producers/Retail and 
Wholesale/Professional, Scientific etc., services/Other 
services. 

Age of the primary decision-maker. J1: Continuous variable.  
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Table 6: Descriptions of Variables in Each Model (continued) 

Model Descriptions Corresponding Survey Questions 
                                           Control Variables 

2/3/4 

Years of owning or managing a business.  J3: Continuous variable.  
Education level of the primary decision- 
maker. 

J2: Ordinal variable, where: 
1 = Less than high school diploma 
2 = High school diploma 
3 = A college/trade school diploma 
4 = A Bachelor’s degree 
5 = A Master’s degree or above 

Growth intention. I2: Ordinal variable, where: 
1 = Less than 0%  
2 = 0%  
3 = 1% to 10% per year 
4 = 11% to 20% per year 
5 = 20% or more per year 

Gender of ownership J7: Categorical variables, where  
0=100% male-owned 
1=100% female ownership  
2=Mixed ownership 

Financing: whether the business requested and 
received any types of financing during in 
2014?  

Combining questions in sessions C, D, E, F, G: 1 =  SME 
applied for at least one type of financing and received 
either full or partial amount of the grant; 0 = SME did not 
apply or receive for any financing. 
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APPENDIX B:  
ANNOTATED BIBLIOGRAPHY  

 

Author Topics Data (Country) Key Findings 
Procurement and SMEs 

Asian 
Development 
Bank (2012)  

SME development 
through 
government 
procurement 

Secondary research 
(Asia)  

The use of SME procurement preference schemes need to be 
objective, targeted and with an exit strategy to ensure that they do 
not become a mechanism to subsidize inefficient or corrupt SMEs. 

Clark and 
Moutray  
(2004) 

Small businesses in 
the government 
marketplace 

Secondary research 
(United States) 

Federal agencies have not met their goals for women, minorities, or 
veterans. Contract bundling and ‘purchase cards’ may restrict small 
business opportunities. 

Davis and 
Brady (2015) 

Inclusion of 
innovation and 
SMEs in public 
procurement 

Interview  
(Ireland) 
 

 

Lack of senior management commitment, the absence of robust 
measurements and monitoring mechanisms, conflicting political 
agendas, and a risk adverse culture have diminished federal 
intentions to support strategic procurement.   

Denes 
(1997)  

Small business set-
aside in public 
procurement 

Secondary 
quantitative data 

Empirical evidence indicates that small business set-asides 
do not lead to higher costs of contracted services, as long as the 
pool of bidders is not reduced.  

Fee et al.  
(2002) 

Problems and 
opportunities for 
SMEs in public 
procurement 

Interview 
(Northern Ireland) 

Government tendering procedures need to be simplified to ensure 
easier access to contracts for SMEs. This is in addition to existing 
support mechanisms for SMEs in public procurement.  

Flynn and 
Davis (2015) 

SME-friendly 
public procurement 

Survey  
(Ireland) 

The lack of policy awareness among SMEs suggests a failure of 
communication from the central government. 

Flynn and 
Davis (2016) 

SME-friendly 
public procurement 

Survey  
(Ireland) 

Public buyers are complying with some but not all policy measures. 
Compliance is high with respect to some measures, such as open 
tendering, provision of feedback and self-declaring financial 
capacity. Compliance is low with respect to measures that impose 
higher transaction costs, such as dividing contracts into lots and 
encouraging consortium bidding. 

Glover 
(2008)  

Strategic 
procurement and 
SMEs 

Primary (interview)  
and secondary data 
(United Kingdom) 

SME participation in public procurement requires transparency, 
simplified procurement processes, strategic procurement to 
encourage innovation and fairness for SME sub-contractors. 

Huka  
(2016) 

Public 
Procurement and 
SMEs 

Primary and 
secondary data 
(Tanzania) 

SMEs owners are aware of public procurement opportunities and 
participate in bidding for contracts despite the low success rate of 
winning contracts. 

Jones  
(2011)  

Social responsible 
procurement 

Secondary research 
(East Asian) 

Recent reforms of public procurement in East Asian states largely 
entail preferential arrangements that favor SMEs (as well as venture 
firms, environmental sustainable and work safety firms). 

Loader  
(2007) 

Value for Money 
vs. SME Support in 
public procurement 

Case study  
(United Kingdom) 

While procurement officers would like to do business with small 
firms, in practice their primary aim is to achieve value for money.  

Loader  
(2015) 

Challenge of public 
procurement in 
SMEs 

Secondary 
quantitative and 
qualitative data 
(United Kingdom) 

Overall, SMEs remain concerned about public procurement 
practices and the competence of public procurement officers. 

Loader  
(2016) 

Local procurement 
with SMEs 

Secondary 
quantitative data 
(United Kingdom) 

Although a range of supportive policies towards SMEs have been 
introduced, there remain tensions, ambiguities and inconsistencies 
in practice among local purchasing authorities and between local 
and central government. 

Marion  
(2007) 

Set-aside programs 
for small 
businesses 

Secondary 
quantitative data 
(United States) 
 
 

Small Business Subsidies may lower procurement costs at little cost 
to economic efficiency.   
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Author Topics Data (Country) Key Findings 
Procurement and SMEs 

McKevitt and 
Davis  
(2013) 

Public procurement 
with 
microenterprises 

Survey  
(Ireland) 

The author proposes a typology of four interaction patterns, 
showing that small firms are not a homogeneous group. SMEs 
should use divergent strategies when competing for contracts. 

Morneau  
(2017) 

2017 Budget of 
Government of 
Canada 

Budget: N/A 
(Canada) 

The federal government must act as a first customer to support new 
and emerging businesses, in order that they can grow, create new 
jobs and find new customers around the world. 

Nakabayashi 
(2009) 

Set-aside programs 
for small 
businesses 

Secondary data 
(Japan) 

The empirical results suggest that set-aside programs likely 
decrease procurement costs. 

Nakabayashi 
(2010) 

Set-aside programs 
for small 
businesses 

Secondary data 
(Japan) 

Approximately 30.0 percent of SMEs would exit the procurement 
market if set-asides were to be removed. This would erode 
competition, which would increase the cost of government 
procurement more than it would offset production cost 
inefficiencies. 

Nicholas and 
Fruhmann 
(2014) 

Public procurement 
and SMEs 

Secondary research Public procurement systems must be 
transparent, objective, demonstrate integrity and provide value for 
money. There is no reason that SME policies applied in public 
procurement should be exempted from these requirements. 

OECD  
(2013b) 

Public procurement 
and SMEs 

Survey 
(OECD member 
countries) 

Among OECD member countries, 85.0 percent retain policy 
measures to support SMEs. Compared to large firms, SMEs are 
seen to have disadvantages when tendering on contracts. 

Olusegun and 
Akinbode 
(2016) 

Barriers faced by 
SMEs in public 
procurement 

Survey  
(Nigeria) 

Perceived lack of transparency in procurement proceedings, 
disproportionate eligibility criteria and the burdensome nature of the 
procurement process are the primary reasons why SMEs are 
reluctant to participate in public procurement. 

Pearson et al. 
(1993) 

Purchasing from 
minority-owned 
firms 

Survey  
(United States) 

Compared to corporate procurers, minority-owned firms perceive 
all impediments to public procurement to be at a higher level. 

Preuss  
(2011) 

Public procurement 
and small business/ 
entrepreneurship 

Case study  
(United Kingdom) 

The main reasons why local authorities increase sourcing from SME 
include: a wider sense of local 
responsibility to the local economy and society; working with local 
SMEs generates tangible and intangible benefits; and pressure from 
central government and local politicians. 

PSPC  
(2017) 

Key procurement 
statistics 

Government 
internal data 
(Canada) 

SMEs secured approximately 35.0 percent (more than $5.5 billion 
annually) of the total value of procurement awarded by the federal 
government to suppliers located in Canada.  

Public Works 
Government 
Services 
Canada 
(2013) 

Profiles of 
Canadian SMEs 
involved in Federal 
procurement 

Survey  
(Canada) 

Barriers to engaging more SMEs to engage in federal contracting 
include: the administrative burden and paperwork for SMEs; 
awarding contracts based on lowest price rather than overall best 
value; difficulty for SMEs to find opportunities not listed on the 
federal government electronic tendering service; cost of bidding; 
and clarification of solicitation documents. 

Reijonen et 
al. (2016) 

Entrepreneurial 
orientation of 
SMEs in public 
procurement sector 

Survey  
(Finland) 

The proactivity and innovativeness dimension of entrepreneurial 
orientation (EO) influences SMEs search for information on public 
sector opportunities and their subsequent bidding activity. 

Storey  
(1998) 

Evaluation of SME 
procurement policy  

Secondary research Most policy initiatives in OECD member countries currently are 
merely monitored, rather than evaluated.  

Van Scheers 
(2016) 

Factors that 
contribute to the 
failure SMEs in 
meeting supplier 
performance 
standards 

Primary (survey) 
and secondary data 
(South Africa) 

The main factors contributing to SME failure to meet supplier 
performance standards include: unclear specifications and terms of 
references; insufficient information to ensure understanding of 
requirements; insufficient feedback and support; no support of SME 
suppliers; limited or no use of business support programs by SME 
suppliers; and external factors such as access to finance, changes in 
the economy and location. 
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Author Topics Data (Country) Key Findings 

Procurement and Innovation  
Appelt and 
Galindo-
Rueda  (2016) 

Association 
between public 
procurement and 
innovation 

Multiple 
quantitative data 
(EU and OECD 
countries) 

This report provides data on the engagement of firms in public 
procurement across a wide number of countries and the relation to 
existing measures of innovation. 

Aschhoff and 
Sofka  
(2008) 

Demand-driven 
public procurement 
for innovations 

Survey  
(German) 

Public procurement and knowledge spillovers from universities 
propel innovation success equally, however, this is especially 
effective for smaller firms in regions under economic stress as well 
as in distributive and technological services. 

Clermont and 
Fionda  
(2016) 

Pre-commercial 
public 
procurement on 
innovation 

Case study  
(Italy) 

Benefits of pre-commercial public procurement programs include 
delivery of better, more efficient and higher quality public services 
and support for demand-side public policies that advocate for 
research, innovation and supporting of SMEs. 

Edler and 
Georghiou 
(2007) 

Demand-side 
innovation policy 

Secondary research 
(European Union) 

Authors outline the rationales, potential and necessary framework 
conditions for the use of public procurement as a type of 
innovation policy measure. 

Edquist and 
Hommen 
(2000) 

Public technology 
procurement and 
Innovation Theory 

Secondary research 
(European Union) 

EU procurement rules have restricted public technology 
procurement, both in terms of limiting the scope of action available 
to public agencies and diminishing the possibilities of interactive 
learning between public agencies and their suppliers.  

Edquist et al. 
(2015) 

Innovation 
procurement in 
developing country 

Case study  
(Brazil) 

Developing-country governments are encouraged to make more 
use of their industrial and technological policies (such as long-term 
financing, tax exemption, and R&D subsidies) to assist local firms 
in participating in public sector procurement. This is particularly 
true for products and services that 
constitute innovations and acquire higher levels of technological 
capability through continuous learning processes. 

Fiontar 
(2009) 

Stimulate 
innovation through 
public procurement 

Focus group, 
survey and 
consultation 
meetings 
(United Kingdom) 

Public sector officials are very often risk averse. 
Risk aversion arises from lack of practical experience and expertise 
of procurers. It is frequently the supplier who identifies and 
initiates innovation. Applying overly restrictive selection criteria 
tends to exclude young, innovative enterprises. 

Lember et al. 
(2014) 

Theory and 
practice of 
innovation 
procurement  

Secondary research  The authors propose four policy modes for the evolution and 
development of innovation-relevant public procurement policies in 
the wider institutional contexts. 

McGowan 
(2014) 

Foster competition 
and innovation 
through trade 
policies  

Secondary research  Innovation policy needs to become more efficient and more in line 
with the growing importance of the services sector and knowledge-
based capital. 

OECD  
(2013c) 

Innovative tools in 
public procurement 

Survey  
(OECD member 
countries) 

Many central governments have invested in e-procurement 
systems. However, most governments have yet to take full 
advantage of the potential benefits of such systems. 

Rolfstam 
(2015) 

Public 
procurement of 
innovation 

Secondary research  The authors discuss challenges, problems and factors explaining 
procurement behavior in the local procurement context, as well as 
actors on regional and national levels to manage the transition 
towards more innovation-friendly procurement behavior.  

Uyarra and 
Flanagan 
(2010) 

Innovation Impacts 
of Public 
Procurement 

Secondary research  The authors propose a fourfold typology of procurement to explore 
the potential impacts on markets and innovation. 

van Putten 
(2012) 

Instruments in 
public procurement 
of innovation 

Secondary research  An innovation procurement strategy with a lead customer is more 
successful than using a tender process solely to encourage 
contractors to offer innovative solutions. 

Zelenbabic 
(2015) 

Innovation friendly 
procurement 
practices 

Case study 
(Denmark) 

Public procurement of innovation may have occurred as a result of 
innovation-friendly procurement practice. 
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Author Topics Data (Country) Key Findings 

Procurement and Gender 
American 
Express (n.d.) 

Small Business 
Program in public 
procurement with a 
gender focus 

Survey  
(United States)   

Female and minority small business owners who are active 
prime contractors are achieving success in the federal 
marketplace. 

Chiloane-
Tsoka (2013) 

Affirmative Tender 
Procurements for 
women 
entrepreneurs 

Interview  
(South Africa) 

Tender documents are not useful in empowering Black women 
entrepreneurs to tender on contracts. 

Eichler  
(2011) 

WEConnect 
International in 
Canada Conference 

N/A Aside from access to major corporate contract, business owners 
of certified women-owned SMEs benefit from being part of a 
network of like-minded individuals.  

Madison 
Services 
Group  
(2007) 

Best practices to 
assist women-
owned businesses 
in federal 
procurement 

Interviews  
(United States) 

Woman-owned businesses interest in federal contracting far 
exceeds the assistance that the federal government currently 
provides. 

Miller-
Kermani 
(2009) 

Barriers faced by 
women-owned 
small business in 
federal procurement 

Survey  
(United States)   

Barriers that prevent women-owned small business succeeding 
on winning federal contracts are, for the most part, similar to the 
barriers of success in the private sector. 

Orser and 
Weeks (2009) 

Review of SME 
procurement in 
Canada with a 
gender focus 

Interview and 
secondary research 
(Canada) 

SME procurement policies with the private and public sector are 
under-utilized. Strategies to support women-owned enterprises 
are advanced.    

Orser et al.  
(forthcoming) 

Gender-based 
federal procurement 
policy 

Survey (United 
States) 

Women-owned certification had no impact on bid frequency or 
bid success in federal government contracting. 

Sundin and 
Tillmar (2010) 

Masculinization of 
public sector 
outsourcing in elder 
care industry 

Case study (Sweden) Although the elder care sector is a female-dominated industry in 
Sweden, 97.0 percent of the total home service hours awarded 
to private organizations goes to male-owned businesses with the 
introduction of a ‘customer-choice-system’ into home-based 
elderly care in the municipality. 

Weaver et al. 
(2003) 

Women-owned 
firms’ access to 
corporate  markets 

Survey  
(United States)   

Relationships with decision-makers (e.g., purchasing personnel 
and end users), perseverance and patience were key factors for 
those who do business with large corporations. 

Procurement and Supplier Diversity 
Chartered 
Institute of 
Procurement 
and Supply 
(2013) 

What is supplier 
diversity and why is 
it important 

N/A Organizations seeking to establish a supplier diversity program 
need to recognize that there are considerable 
challenges to be faced at both the strategic and operational 
levels.  

Jeeva and 
Wood (2012) 

Supporting supplier 
diversity through e-
government 
solutions 

Secondary research  E-government procurement plays a pivotal role in supporting 
local sourcing initiatives and supplier diversity so that local 
suppliers can be provided with business opportunities and 
methods to reduce poverty.  

Ram et al.  
(2007) 

Initiative to 
promote supplier 
diversity 

Focus group and 
secondary research 
(US and UK) 

Drawing on the policy transfer literature and experiences in the 
United States, the study, a United Kingdom-based initiative to 
promote supplier diversity, is examined.  

Rehman  
(2016) 

Costs and Benefits 
of Affirmative 
Action Public 
Procurement 
Programs   

Survey  
(United States) 

Affirmative Action Public Procurement Programs participants 
(minority business owners) perceived similar economic costs 
and benefits but significantly greater social costs and benefits 
than non-participants. 
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Author Topics Data (Country) Key Findings 
Procurement and Supplier Diversity 

Rogerson  
(2013) 

Improved market 
access through 
supplier diversity 
and public 
procurement 

Secondary research 
(South Africa) 

This article identifies business constraints on market access for 
small, Black-owned enterprises in urban South Africa. Catalysis 
for new market opportunities include building links into private 
sector supply chains through supplier diversity and building 
links into public sector markets through public procurement. 

Smallbone et 
al. (2007) 

Procurement for 
minority-owned 
businesses 

Interview and 
secondary research 
(United Kingdom) 

There is little evidence to demonstrate the impact of supplier 
diversity practices on the ability of small firms to access public 
procurement contracts. 

Smallbone et 
al. (2008) 

Supplier diversity 
in procurement 
policies and 
practices 

Interview, focus 
group and secondary 
research (United 
Kingdom) 

For procurement officers in public bodies, implementing 
supplier diversity is challenging and only partly under their 
direct influence. 

Snider et al.  
(2013) 

Diversity 
governance in 
federal contracting 

Secondary research 
(United States) 

The authors argue that given current deficiencies in federal 
agency contracting capacity, agencies use minority-based 
preferences to reduce workload, thereby awarding contracts for 
convenience rather than to achieve diversity governance. 

St. Germain 
and Sibbeston  
(2007) 

Public procurement 
for Aboriginal 
businesses 

Secondary research The report suggests that the Government of Canada must 
reaffirm its commitment to the Procurement Strategy for 
Aboriginal Business (PSAB) and take steps to address 
outstanding issues relating to the program, including eligibility 
and content criteria.  

Other Research/Reports on Public Procurement 
Ayres and 
Cramton 
(1996) 

Affirmative action 
and competition 

Secondary 
quantitative data 

Subsidizing the participation of new bidders can induce 
established bidders to bid more aggressively. The authors 
conclude that this revenue-enhancing effect does not provide a 
sufficient constitutional justification for Affirmative Action, but 
when such justification is independently present, Affirmative 
Action cost the government less than is currently thought. 

Bradfield  
(2015) 

Federal 
Government 
Performance-based 
Service Contracts  

Multiple-case study  
(United States) 

Performance-based service contracts’ (PBSC) success relied 
upon the identification of achievable outcomes and adequate 
resources for vendor oversight. 

Brammer and 
Walker 
(2011) 

Sustainable public 
procurement (SPP) 

Survey  
(20 countries) 

While most public sector organizations embed some 
sustainability criteria in their procurement, some areas of 
sustainability are neglected. There is also wide variation in 
practice across regions. 

Cernat and 
Kutlina-
Dimitrova  
(2015) 

International public 
procurement 

Secondary 
quantitative data 
(OECD member 
countries) 

The internationalization of public procurement should be a key 
priority for trade negotiators, given the significant size of public 
procurement markets and high level of restrictions that persist. 

Erridge  
(2007) 

Regulatory, 
commercial and 
socio-economic 
goals of  public 
procurement policy 

Interviews and 
secondary research 
(United Kingdom) 

Public procurement projects could make a significant impact on 
the target employment group and on wider society by reducing 
unemployment and removing those newly employed from the 
benefits system. 

Geroski  
(1990) 

Procurement as an 
industrial policy 
tool 

Secondary research Procurement policy can be used effectively and more effectively 
than R&D subsidies to stimulate industrial innovation.  

Global Affairs 
Canada  
(2017) 

Comprehensive 
Economic and 
Trade Agreement 
(CETA) 

N/A Chapter summaries provide details of the public procurement 
agreement between Canada and the European Union. 

Kwakkenbos 
(2015) 

World Bank 
Group’s new 
procurement 
framework 

N/A The new World Bank Group’s procurement framework offers 
greater flexibility and ownership for partner countries to utilize 
procurement as a public policy tool for achieving development 
objectives. 
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Author Topics Data (Country) Key Findings 
Other Research/Report on Public Procurement 

McCrudden  
(2007)  

Achieve social 
justice through 
government 
procurement 

Secondary 
research  

European and international legal regulation of procurement has 
become an important means of accentuating the positive and 
eliminating the negative in both the social and economic uses of 
procurement. 

OECD  
(2012) 

Performance 
measure of public 
procurement 

Secondary 
research  

This paper provides the logic for constructing and a set of 
performance measures of a procurement system. 

OECD  
(2013a) 

Strategic public 
procurement 

Survey  
(OECD countries) 

Most OECD member countries do not measure the opportunity 
cost of pursuing socio-economic and environmental goals, 
resulting in governments lacking the adequate tools to priorities 
between competing objectives. 

OECD  
(2015a) 

Size of public 
procurement 

Survey  
(OECD countries) 

In 2013, governments spent, on average, 29.0 percent of the 
total general government expenditure on public procurement. 

OECD  
(2015b) 

Central purchasing 
bodies in public 
procurement 

Survey  
(OECD countries) 

Among the OECD member countries surveyed, 78.0 percent of 
the CPBs undertake the role of acting as a contracting authority, 
aggregating demand and purchasing and as manager of the 
system for awarding framework agreements. 

OECD  
(2015c) 

E-procurement Survey  
(OECD countries) 

All OECD member countries that responded to the survey 
identified procurement opportunities and provide tender 
documents through e-procurement systems. 

OECD  
(2015d) 

Strategic public 
procurement 

Survey  
(OECD member 
countries) 

Only 11 OECD member countries (39.0 percent, including 
Canada, Korea and the United Kingdom) measure the impact of 
their policy or strategy to foster innovative goods and services. 

Pirvu and Clipici 
(2016) 

Public 
procurement of 
social enterprises 

Survey  
(European Union 
countries) 

Despite the importance of social enterprises, strategies to 
enhance access of social enterprises to the EU public 
procurement market are not well known by the employees of 
public contracting authorities. 

World Bank 
Group  
(2016) 

Public 
procurement 
benchmarking 

Survey  
(77 countries) 

The transparency of public procurement regulations is far from 
optimal. There is a clear move toward the use of electronic 
means in conducting public procurement. Transaction costs are 
still high in a number of instances throughout the public 
procurement process. 

Yu and Stough 
(2009) 

Long-term 
government 
performance 

Case study  
(United States 
/China) 

The authors propose to transfer carefully selected United States-
based innovative procurement policies and practices to China as 
a “software” technology. 

SMEs 
Haltiwanger et al. 
(2013) 

SMEs and job 
creation 

Secondary 
quantitative data 
(United States) 

After controlling for firm age, there were no systematic 
relationships between firm size and employment growth, which 
points to the important role of small and young businesses in 
job creation.  

ISED  
(2015) 

Financing and 
growth of SMEs 

Survey  
(Canada) 

The 2014 Survey on Financing and Growth of Small and 
Medium Enterprises (SFGSME) was designed to determine the 
types of financing used by SMEs and to collect information on 
recent attempts by SMEs to obtain new financing. 

ISED  
(2016) 

Key SME statistics Survey  
(Canada) 

As of December 2015, the Canadian economy totaled 1.17 
million employer businesses. Of these, 1.14 million (97.9 
percent) were small, 21,415 (1.8 percent) were medium-sized 
and 2,933 (0.3 percent) were large enterprises. 

Rosa and Sylla 
(2016) 

Performance of 
SMEs with a 
gender focus 

Survey  
(Canada) 

Majority female-owned SMEs report lower sales per employee 
and fewer employees than majority male-owned firms in 2011 
and 2014. 
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Author Topics Data (Country) Key Findings 
Female Entrepreneurship 

Bardasi at al. 
(2011) 

Performance of 
female 
entrepreneurs 

Survey  
(Eastern Europe,  
Central Asia, Latin 
America, and Sub-
Saharan Africa) 

While female entrepreneurs receive smaller loans than their male 
counterparts, the returns from each dollar they receive are no lower 
in terms of overall sales revenue. 

Byrne and 
Fayolle 
(2010) 

Feminist theory in  
entrepreneurship 
training 

N/A The authors proposed three different ways of conceptualizing 
women’s entrepreneurship training, the rationale for its existence 
(or not) and the implications of these ontological starting points for 
education design, implementation and practice.  

Coleman 
(2007) 

Human/financial 
capital and SME 
performance with a 
gender focus 

Survey  
(United States) 

Human capital variables, including education and experience, had a 
positive impact on the profitability of women-owned firms, whereas 
financial capital had a greater impact of the profitability of men-
owned firms.  

Coleman and 
Robb  
(2012) 

Financing 
strategies for 
female 
entrepreneurs 

Survey  
(United States) 

The authors adopt a “life cycle” approach to discuss the challenges 
faced by different types of women-owned businesses and the 
financing strategies for female entrepreneurs. 

Gammage  
et al.  
(2002) 

Gender 
assessments of 
trade and 
investment 
agreements 

Secondary research  The authors identify a number of indicators that should be 
monitored in order to assess the gender impacts of agreements with 
current and future trading partners of the United States.  

Mayoux 
(2001) 

Effective policies 
to promote 
women’s 
entrepreneur 
development 

Secondary research The author points out that the aim of promoting women’s enterprise 
is not only to enhance women’s contribution to growth and poverty 
alleviation, but to ensure that women themselves benefit from these 
developments.  

McGill 
(2004) 

Impacts of trade 
policies on 
vulnerable groups 
(gender)  in 
developing 
countries 

Secondary research Developing countries must have the flexibility to choose the trade 
policy options that best support their poverty reduction strategies 
and broad development goals. 

Verveer 
(2010) 

The APEC Women 
Entrepreneurship 
Summit (WES) 

N/A WES participants agreed that political support for the WES is a vital 
channel for APEC economies to spur women’s entrepreneurship. 

Supply Management 
Cavinato 
(2010) 

Components and 
definition of supply 
management 

N/A The author reveals that the scope of supply management is 
integration across fourteen components and provides definition of 
each component. 

 

  



 

 
 

43 

Federal Procurement and SMEs 

 
APPENDIX C: PROCUREMENT PROGRAMS AND ASSOCIATIONS 

 

Special Programs/Association Types Country Descriptions 
Build in Canada Innovation 
Program  

Federal procurement 
program 

Canada The program helps companies bring their innovative 
products and services to market. 

Canadian Aboriginal and 
Minority Supplier Council  

Non-profit membership 
organization 

Canada Canadian Aboriginal and Minority Supplier Council 
aims to champion business relationships and economic 
growth of the Canadian supply chain through the 
inclusion of Aboriginals and Minority suppliers. 

Canadian Centre for Diversity 
Inclusion  

National charitable 
organization 

Canada Canadian Centre for Diversity and Inclusion (CCDI) 
helps individuals and organizations to be inclusive and 
free of prejudice and discrimination. 

Canadian Taskforce for 
Women’s Business Growth 
(2009-2011) 

National and non-partisan 
consortium of prominent 
women business owners, 
SME service agencies, 
academics, and industry 
associations  

Canada Canadian Taskforce for Women’s Business Growth 
identified strategies to support the growth of women-
owned enterprises. Recommendations included the 
need for public policy, advocacy, applied research, 
collaboration and sharing of best practices. 

LGBT Supplier Diversity 
Program and Certification 

Certifies/matches LGBT 
Business Enterprises 
(LGBTBEs) with 
corporate contract 
opportunities 

 Works with LGBTBE entrepreneurs seeking to 
diversify their supply chains. Support services 
including: marketing, public relations, 
communications, event management, executive 
coaching, diversity coaching, office carpet 
maintenance, digital printing, graphic and web design, 
advertising, translation, and catering. 

WBE Canada Certifies/matches 
Women’s Business 
Enterprises (WBEs) with 
corporate contract 
opportunities 
 

Canada Provides a range of programs and support services to 
assist WBEs in accessing business opportunities with 
corporations, including: training, education, 
conferences, workshops, webinars, networking and 
mentoring.  WBE Canada also provides corporate 
members with forums, tools and techniques to 
strengthen supplier diversity.   

WEConnect International  

WEConnect International 
Canada 

Certifies/matches 
Women’s Business 
Enterprises (WBEs) with 
government, corporate 
contract opportunities 
 

Global 
Canada 

Based in Washington, the organization supports an 
international network of WBEs and support agencies to 
help women entrepreneurs succeed in global value 
chain. Support services include programs to assist 
WBEs in accessing business contract opportunities 
with governments and corporations. These include: 
training, education, conferences, workshops webinars, 
networking and mentoring. The organization also (a) 
provides corporate members with forums, tools, online 
curriculum and techniques to strengthen supplier 
diversity; and (b) works directly with global 
corporations to brand and promote ‘women-owned’ 
products and services.   

Women-Owned Small 
Businesses  

Federal procurement 
program 

US WOSB program enables Economically Disadvantaged 
WOSBs (EDWOSBs) to compete for Federal contracts 
that are set-aside for EDWOSBs in industries where 
women-owned small businesses are underrepresented.   

 



T E L F E R  S C H O O L  O F  M A N A G E M E N T   U N I V E R S I T Y  O F  O T TA W A

CONNECT WITH US

fb.com/telfer.uOttawa

@TelferResearch

@telfer_uOttawa

tlfr.ca/linkedin


	4970_TELFER-Exec-summary-cover_0517_v5
	Federal Procurement and SMEs report_web
	Executive Summary
	Introduction
	Profile of SME Suppliers
	Firm size and age
	Distribution of SME suppliers by sector
	Growth intentions and sales expectations of SME suppliers and all SMEs
	Obstacles to enterprise growth

	SME Suppliers and Innovation
	Growth expectations among SME suppliers and SME innovators

	SME Suppliers and Exporting
	SME suppliers and Gender of Firm Ownership
	Obstacles to contracting: female-owned SMEs

	Selling to Government
	Obstacles selling to the federal government: SME suppliers
	In 2014, the two most frequently cited obstacles faced by SME suppliers in selling to the federal government were: (a) complexity of the contracting process (43.2 percent); and (b) difficulties in finding contracting opportunities. Not surprisingly, r...
	Obstacles selling to the federal government: Non-contractor SMEs

	Response Strategies
	Innovation-oriented procurement policy
	Supplier diversity
	Impact of SME policies and programs

	Concluding Remarks
	References
	Additional references for Appendix B: Annotated Bibliography

	Appendix A:  Proposed Empirical Methodologies
	Research questions
	Data requirements
	Methodology and analytical framework
	SMEs’ participation in public procurement
	Procurement and SME performance

	Appendix B:  Annotated Bibliography
	APPENDIX C: PROCUREMENT PROGRAMS AND ASSOCIATIONS


