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[English]

The Vice-Chair (Mr. Corey Tochor (Saskatoon—University,
CPCQ)): I call this meeting to order.

Welcome to meeting number 38 of the House of Commons
Standing Committee on Science and Research. Today’s meeting is
taking place in a hybrid format, pursuant to the House order of June
23, 2022. Members are attending in person in the room and remote-
ly using the Zoom application.

We have a busy committee today. First off are the witnesses for
the support for the commercialization of intellectual property study,
and then in the last hour we have our in camera business to discuss.

I would like to make a few comments for the benefit of witnesses
and members.

For interpretation for those on Zoom, you have the choice at the
bottom of your screen of floor, English or French. For those in the
room, you can use the earpiece and select the desired channel. All
comments should be addressed through the chair. In accordance
with our routine motion, I am informing the committee that all wit-
nesses have completed the required connection tests in advance of
the meeting.

We will start our witnesses with five minutes for each for an
opening statement, followed by rounds of questions. Today I will
hand the floor over to Mr. Hinton for five minutes.

Please do your best to keep it within five minutes. I'll give you a
heads-up when there is about one minute left.

Mr. Hinton, the floor is yours for five minutes.

Mr. Jim Hinton (Intellectual Property Lawyer, As an Individ-
ual): That's great. Thank you.

Thank you to the committee for inviting me to speak.

I am Jim Hinton, an IP lawyer and patent and trademark agent
with Own Innovation. I am a senior fellow at the Centre for Inter-
national Governance Innovation, a co-founder of the Innovation
Asset Collective, as well as an assistant professor at Western Uni-
versity.

I'll begin my remarks by explaining why Canada has been focus-
ing on the wrong thing when it comes to innovation policy and then
move to concrete suggestions on how Canada can properly position
its innovation policy.

Our misorientation on innovation policy has created significant
risk to Canada's economic prosperity. If we don't reorient, Canada
is at risk of becoming a middle-income country.

IP and data aren't everything, but they're almost everything.
More than 90% of the value of companies today is in intangible as-
sets. Registered IP like patents and trademarks are only the tip of
the iceberg. While the U.S., China, Europe and other savvy coun-
tries have shifted decades ago to intangible asset capture, Canada
has not prioritized owning and commercializing intellectual proper-

ty.

You can't commercialize what you don't own, and as a country
Canada does not own very much IP. For example, in the clean tech-
nology space we own less than 1% of global IP. No one is expect-
ing us to be China or the U.S., but we are barely in the game, and
things are actually getting worse. We need to get our own piece of
the pie.

As we've heard from other witnesses, IP provides freedom to op-
erate, which prevents or discourages others from taking your mar-
ket. However, importantly, others' IP limits your freedom to oper-
ate, even though you don't intentionally steal anything. They lever-
age their IP position to limit your ability to grow and scale. In many
ways, IP is zero sum. You have the IP and you get paid. If you
don't, then you end up paying.

Currently, we allow our publicly funded IP to be given away. We
do the hard work of funding the research and creating the great
ideas, but then we assign the rights to that IP to foreign companies.
They make the money on our IP, sell the products back to us and,
most devastatingly, they use Canadian-funded IP against us.
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More than half of all industry-assigned IP that comes out of
Canadian universities is assigned to foreign companies. Canadian
universities are actually limiting the freedom to operate of Canadi-
an companies. They are not going to like me saying this, but as it
currently stands for research outputs, Canadian universities are part
of the problem. In a particularly egregious example, for Canada's
so-called Al strategy, with hundreds of millions of dollars in public
funding, only 7% of the IP generated ended up in Canadian indus-
try hands, with 75% of the IP generated being owned by foreign
companies. That cannot have been our intention.

Enough about the problems. They're well documented. It's on to
solutions.

First, we must understand what success in the innovation econo-
my means. Success is having Canadian-owned IP commercialized
globally and at scale. We need a whole-of-government approach to
embed Canadian-owned IP and data assets in global value chains.
We need to decrease our IP deficit and move from being IP renters
to IP owners.

To do that, we need to instill the mechanisms and infrastructure
to support economic prosperity and increased productivity.

First, have full stack and coordinated IP education, so companies
know the rules of the game. We have existing programs like the In-
novation Asset Collective, CIPO outreach, IP law clinics, IRAP IP
assist and new programs like ElevateIP, IP Ontario and other
provincial efforts. These programs need to be turbocharged.

Second is IP generation to ensure that companies capture what
they create. It's providing resources to support Canadian companies
to action IP strategies and ensure that all innovation programs make
IP costs eligible.

Third is IP retention, because the wealth accrues to the IP owner.
We need to ensure that Canadian companies are the ones commer-
cializing and making money from the IP. Mandate universities and
research institutions to prioritize Canadian companies and steward
publicly funded IP for Canadian economic benefit. In the review of
SR and ED, we must ensure that IP being funded is beneficially
owned by Canadian companies.

Fourth is collective action. Even if we do IP education, genera-
tion and retention, that will not be enough. The world of IP is al-
ready owned. We need to catch up. Take a collective effort to in-
crease freedom to operate with patent collectives, data collectives
and across all strategically important sectors. Every sector is now
an IP sector.

Fundamentally, we need to take a whole-of-government ap-
proach to increase freedom to operate for Canadian companies. If
we get this right, it will mean economic prosperity for generations.
If we get it wrong, it means that we won't be able to pay for the so-
cial programs that Canadians rely on.

I'm happy to discuss it.
® (1110)

The Vice-Chair (Mr. Corey Tochor): Thank you so much for
that testimony.

We'll have the second five-minute opening statement and then
we'll go into rounds of questioning.

Ms. Gagné, the floor is yours for five minutes.

[Translation]

Ms. Marie Gagné (Chief Executive Officer, Synchronex):
Good morning, I'm Marie Gagné, CEO of Synchronex, a network
of college centres for technology transfer and innovative social
practices.

A CCTT is a centre for innovation and applied research. We have
59 of them in Quebec, 49 devoted to technology and 10 for social
innovation. Each centre specializes in a field ranging from
aerospace and integration of people with disabilities to agriculture
and artificial intelligence. Each centre has its own area of expertise.
They bring together a total of 2,400 experts across Quebec. They
are the equivalent of technology access centres or polytechnics in
the rest of Canada. Each year, our experts work with 6,000 busi-
nesses on 11,000 innovation projects. We're talking about intellec-
tual property commercialization support here today.

Commercializing an invention means making it an innovation
and integrating it into the market. Commercializing an invention
means using it. The committee's study could be called “Support for
the Use of Intellectual Property”. Because over 50% of Canada's
GDP is linked to the activity of small and medium-sized enterpris-
es, we need to develop a model that meets the needs of SMEs. They
need a model that is both simple, to help them overcome their re-
luctance to innovate, and fast, to quickly show them the benefits of
innovation. SMEs also need a low-cost system to protect profit
margins, which took a hit during the pandemic and are currently be-
ing hampered by inflationary pressures.
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There's no doubt that traditional patent management is neither
simple, quick, nor inexpensive. We would argue that intellectual
property needs to be put to work and licenced. In 99% of cases,
when we work with businesses, we give them usage rights in their
field of activity. Let me give you an example. If we develop a new
alloy for a dental business, we assign that business the rights to use
that alloy for dental purposes. We can then continue to work on that
alloy and adapt it it for a battery or aerospace business, for exam-
ple. We apply flexible, simple, effective intellectual property man-
agement.

We're certainly not into all or nothing. We're about incremental
innovation. When we have an all or nothing, we work together with
universities and then it's a more formal type of intellectual property
based on a patent, and the university's development office works on
it. In Quebec, this is done in cooperation with Axelys, an agency
that deals with intellectual property.

So my recommendation to the committee is pretty straightfor-
ward and has to do with funding. If we want our businesses to be
able to use intellectual property, and therefore commercialize it, we
need to support even more funding for applied research, and there-
fore the technology access centres and polytechnics. They have ex-
pertise in innovation at the grassroots level, which enables the use
of intellectual property.

In the most recent budget, we received over $100 million in addi-
tional funding for the college and community innovation program,
which is administered by the Natural Sciences and Engineering Re-
search Council. Those funds will be available for three years. Three
years is not enough time to develop long-term strategies, nor is it
enough time to attract, hire and retain top talent. So we need sus-
tained recurring funding, and the $170 million requested was a
minimum amount.

® (1115)

We need to support innovation in our SMEs so that intellectual
property gets used. We also need to more adequately support net-
working, bridging between the applied research done in colleges
and the university community. We need to shorten the time between
idea, invention and innovation, that moment when a new technolo-
gy hits the market and gets used. To do that, we need to more ade-
quately support the relationship between universities and applied
research organizations in the development of projects, upstream of
business involvement, to reduce the risk to business. We need to
make sure that what we offer to businesses is easy to integrate and
promotes wealth creation for Canada.

I'm ready to answer your questions.
[English]

The Vice-Chair (Mr. Corey Tochor): Thank you so much for
that.

We will now enter the first round of questions, which will be six
minutes apiece for each MP.

Kicking it off, we have MP Mazier for six minutes.

The floor is yours.

Mr. Dan Mazier (Dauphin—Swan River—Neepawa, CPC):
Thank you, Chair.

Thank you, Mr. Hinton, for being here today.

The Globe and Mail reported that Canada's spy agency specifi-
cally warned Canadian universities about research ties to Huawei.
Are you aware of this advice from CSIS?

Mr. Jim Hinton: Yes, CSIS is actively monitoring Canadian re-
search institutions for IP transfer and reviewing ties to foreign gov-
ernment actors. Then we saw the banning of 5G organizations like
Huawei in particular.

Mr. Dan Mazier: Thank you.

Despite this warning, the University of British Columbia admit-
ted at this committee that they are still working with Huawei tech-
nologies. We also know that multiple Canadian universities have
transferred intellectual property to Huawei. Do you have any idea
how many universities have ongoing research partnerships with
Huawei despite the warnings from CSIS?

Mr. Jim Hinton: There are at least 20 Canadian universities that
have been working with Huawei.

More recently, I pulled up some recent patent data, and the Uni-
versity of Toronto, McGill, Ottawa, Laval, Waterloo, UBC, Car-
leton, Ecole Polytechnique, Western, Regina and McMaster all con-
tinue to work with Huawei. Nobody's told them to stop. They're
getting money and they're happy, so they'll continue on.

Mr. Dan Mazier: Canadian universities receive government
funding for research. This means that intellectual property trans-
ferred to Huawei by Canadian universities could be funded by these
research funds. Would you agree?

Mr. Jim Hinton: Canadian universities are getting money. I
think they got $3.34 billion in federal funding, and Huawei would
be one of the beneficiaries of this funding.

Huawei's been able to generate hundreds of patents out of Cana-
dian universities over the years.

Mr. Dan Mazier: Thank you.

Has the current government done anything to guarantee that gov-
ernment research funding is not being used to develop intellectual
property for Huawei or for the other entities that CSIS warned
against?
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Mr. Jim Hinton: No, it's the opposite. There are incentive pro-
grams through NSERC to encourage Canadian universities to part-
ner with organizations like Huawei. There's nothing stopping a re-
searcher or a university from continuing to work with those organi-
zations. As we've seen, they'll continue to do that unless somebody
steps up and says that we need to reconsider this. We did see, out of
Alberta, that the Alberta government said that enough is enough
and those universities were told to stop.

It's clear that the universities aren't governing themselves well
enough. Somebody needs to come in and say, “It's time to handle
this more appropriately.”

Mr. Dan Mazier: Thank you.

The Alberta government has done it. Have any other govern-
ments that you're aware of?

Mr. Jim Hinton: Early this year, we saw that Canadian re-
searchers were working with Chinese military scientists, and then
very quickly that was pushed back on. However, corporate actors
like Huawei continue to be available for partnership, and a lot of
these universities are in long-term agreements with these and get-
ting a few millions dollars here and there to send the IP and all the
commercial value back to Huawei.

® (1120)

Mr. Dan Mazier: Mr. Hinton, CNN Business reported that
Huawei backtracked on a patent application they filed for a facial
recognition system intended to identify Uyghurs from other ethnic
groups. As you know, Parliament declared Beijing's treatment of
the Uyghurs a genocide.

How do we know that technologies being developed with
Huawei in Canadian universities are not being used by the Chinese
Communist Party for uses such as surveillance of minority popula-
tions?

Mr. Jim Hinton: We don't know.

If you look at the list of IP that's coming out of Canadian univer-
sities, it's being assigned to organizations like Huawei. It's artificial
intelligence, it's photonics, and it's advanced processing. Somebody
needs to understand this, and we need to get to the bottom of it.

There's a transparency issue here. We don't know who or what is
being done with Canadian publicly funded research, and there are
egregious examples that we need to make sure are not happening.
There are policies in place, but the fox is in charge of the henhouse.
The researcher who wants to get the money is the one checking the
boxes to say that there's no issue here. They're not security experts
either, so they're not trained on what the geopolitical issues they
need to be looking for are. They don't have that expertise. We need
somebody to do that proper governance.

Mr. Dan Mazier: I guess I have about a minute left.

Is there anything else you want to add from your opening state-
ment or to any of the questions I've asked?

Mr. Jim Hinton: Yes. I think Huawei is one example. It's an
egregious example, because we're working with them through the
front door when we're worried about them going through our secure
data networks.

However, it happens across the board. We basically give away
our IP to global companies all the time. We're just happy to partici-
pate, and that 75% of the AI IP is just abysmal. Nobody should be
thinking we need to be funding and giving away our IP like that.
They're profiting off of us. They're using that data. There's no con-
trol over it. That's not how innovation works.

Mr. Dan Mazier: Thank you.

That's all, Mr. Chair.

The Vice-Chair (Mr. Corey Tochor): You had 21 extra sec-
onds. Thank you for being very tight with your time.

We're now moving on to Madam Diab for six minutes.

Ms. Lena Metlege Diab (Halifax West, Lib.): Thank you very
much, Mr. Chair.

[Translation]
Welcome to our witnesses today.

Ms. Gagné, I have a few questions for you and I'll start by con-
gratulating you for your experience in this field.

As a woman, I'm very interested in the challenges that women
face in the area of intellectual property commercialization. Can you
tell us about that this morning?

Ms. Marie Gagné: Are there any pitfalls for women in commer-
cializing intellectual property? I would say that it's women's strug-
gle in general to take their rightful place in society.

Are intellectual property issues more important? In social inno-
vation—the door I want to open—when we talk about commercial-
izing new ways of doing things and new approaches, anything hav-
ing to do with equity, diversity, inclusion and decolonization is part
of those new practices. This is very often forgotten when we talk
about commercialization of intellectual property. That's why I pre-
fer to talk about using intellectual property.

In addition, intellectual property that is created in social innova-
tion generates multiple types of wealth, because it can be trans-
ferred across multiple organizations. We often want knowledge to
multiply and be shared far and wide. Therefore, if we want to help
women and minorities take their place, we mustn't forget the mech-
anisms that need to be put in place to support the use of intellectual
property in social innovation. One way to do that would be to cre-
ate a funding program dedicated to applied college research and
adapted to its realities at the Canadian Institutes of Health Re-
search, but also at the Social Sciences and Humanities Research
Council. It could use the same model as the Natural Sciences and
Engineering Research Council of Canada's college and community
innovation program. That would start appropriating new and inno-
vative societal practices more broadly.
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Ms. Lena Metlege Diab: You brought up something very impor-
tant. What supports would you say are currently in place in Quebec
and in the rest of Canada? Also, can you recommend any improve-
ments the government should make to support research?

Ms. Marie Gagné: We talk a lot about the economic value of in-
tellectual property, when what we should be talking about is socio-
economic value. Top social science researchers can be found in col-
leges, polytechnics and universities in Quebec and Canada. Support
is needed to bridge the gap between basic research and applied re-
search. Additional funding is also needed to support knowledge
transfer to interested stakeholders, in other words, not-for-profit or-
ganizations and organizations with limited means but the ability to
access broad segments of the population. In many cases, they in-
clude vulnerable groups in society who have been shunted aside, as
well as professional settings that are very much in need of social
and societal improvements. Health care, in particular, comes to
mind. The focus is on managing disease, not on managing health. If
we want to manage health, we have to focus on social innovation
pre-technology.

[English]
Ms. Lena Metlege Diab: Thank you.

Mr. Hinton, you spoke about three things in terms of IP—educa-
tion, generation and retention. I want to ask you specifically about
education.

You spoke about a lot of programs. From the ones that you've
identified and used or that some of your clients have used, what in
particular is out there for females or people from indigenous com-
munities or marginalized communities that they can use? What can
you recommend based on what you're aware of?

Mr. Jim Hinton: The Innovation Asset Collective, an organiza-
tion I co-founded, is a $30-million federally funded pilot program.
It has a fantastic report on women and under-represented groups.
We worked on that for quite some time. My colleague there, Myra
Tawfik out of the University of Windsor, and the team prepared a
fantastic report as well as action items.

There's a specific funding program for women and other under-
represented groups within the Innovation Asset Collective, but that
is limited, very limited, and time-limited now. That will stop by the
end of March unless there is renewed funding. There needs to be
full funding for that and for taking the recommendations. Myra and
the team at IAC made a number of recommendations to expand re-
sourcing for women and other under-represented groups.

Ms. Lena Metlege Diab: Thank you. That's my time.

Thank you very much.

The Vice-Chair (Mr. Corey Tochor): Thank you for that round.
I'll move now to MP Blanchette-Joncas for the Bloc.

[Translation]

Mr. Maxime Blanchette-Joncas (Rimouski-Neigette—Témis-
couata—Les Basques, BQ): Thank you, Mr. Chair.

Thank you to the witnesses for participating in this important
study.

Ms. Gagné, from the CCTT network, Synchronex, it's always
nice to see you. In your opening statement, you talked about the
three-year funding the government earmarked in the budget to sup-
port the college and community innovation program.

I examined the budget as well, and this is how much I saw: zero
dollars. There is nothing, despite the consensus within the scientific
community and among all stakeholders, including the ones at this
table and all the witnesses we've heard from in the year and a half
the committee has existed. The government has turned a blind eye,
even disregarding the recommendations in a report the government,
itself, commissioned on the science ecosystem. I'm talking about
the Bouchard report, of course, which was released on March 20.

Specifically, I'm interested in hearing your views on that lack of
investment in research—research investment is, after all, the first
phase of the innovation chain. Meanwhile, our competitor and
neighbour to the south has doubled the core funding allocated to its
biggest program, the National Science Foundation, in the years
ahead, under the CHIPS and Science Act.

Canada continues to drop in the global ranking when it comes to
research investment. Do you agree with that observation? Also,
what risks does that pose to your activities in the long term, tangi-
bly speaking?

® (1130)

Ms. Marie Gagné: Thank you.

Knowledge development is the foundation of wealth creation. As
everyone knows, businesses and organizations have to innovate in
order to set themselves apart locally, nationally and internationally.
Today, being innovative is just as important in municipal gover-
nance as it is in the business community. Pursuing innovation
means going after knowledge and coming up with new research,
which can then be applied. For that reason, I have to agree with
you.

It's really important to provide greater support for research. I'm
talking about research overall, not just basic research. A look at
technology readiness levels, or TRLs, reveals the importance of
providing support to every link in the chain. After all, a chain is on-
ly as strong as its weakest link. If you want to access innovation
and knowledge and get that knowledge out to businesses—going
from TRL 1 all the way to TRL 8 or 9—you have to make sure both
basic research and applied research are very well-funded.

That's how you get knowledge developed in universities out to
the stakeholders in need of that knowledge—businesses and organi-
zations. That's where wealth creation happens. Wealth is created
when an invention becomes an innovation and the knowledge is put
to use. Accordingly, research as a whole needs to be better funded
at every TRL.
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Mr. Maxime Blanchette-Joncas: Thank you, Ms. Gagné.

I'd like to talk more about the budget. As you know, the crux of
the issue is money. The committee recently met with Jeftrey Taylor,
the chair of the National Research Advisory Committee at Colleges
and Institutes Canada. He told us that Canada's colleges received
only 2.39% of tri-council funding in 2020.

Can you tell us where you stand on that? Could you also talk
more about the issue you raised earlier in relation to short-term
funding and the three-year budget investment? On a practical level,
how does that impact your organization and the members you rep-
resent?

Ms. Marie Gagné: There's no doubt that we welcome the addi-
tional funding allocated to the college and community innovation
program, which the Natural Sciences and Engineering Research
Council of Canada administers. As I said, this is non-recurring
funding, which is a problem because it doesn't allow for long-term
strategy development or the purchase or introduction of new equip-
ment. Something else it doesn't allow for is attracting and retaining
top talent. Clearly, when you're forced to offer people temporary
contracts, you can't be competitive.

Providing very good support for basic research but inadequate
support for applied research impacts Canada tremendously. Applied
research is where wealth and value are created. It's really time to
adjust how research funding is apportioned and increase the overall
level of funding throughout the chain. If we don't want to abandon
an invention midstream and run the risk that it will never benefit a
business or innovative solution, research has to be adequately fund-
ed at every stop along the way, every TRL.

® (1135)
Mr. Maxime Blanchette-Joncas: Thank you, Ms. Gagné.
Ms. Marie Gagné: Ongoing funding is the crux of the issue.
Mr. Maxime Blanchette-Joncas: Exactly. I completely agree.

Ms. Marie Gagné: In an inflationary environment...

Pardon me. Please go ahead.

Mr. Maxime Blanchette-Joncas: Not to worry.

Let's come back to intellectual property. How do you think we
should support the development of a research continuum? I'll be
even more specific. How do we bring basic research players—uni-
versities—and applied research players—college centres for the
transfer of technologies and others—closer together? The point is
to turn inventions into innovations.

[English]

The Vice-Chair (Mr. Corey Tochor): I'm sorry but we're out of
time for this round of questions. I would ask the witness to please
submit a written response to the last question.

We move now to our guest MP for the day.

Welcome, MP Angus, to our committee. For six minutes, the
floor is yours.

Mr. Charlie Angus (Timmins—James Bay, NDP): Thank you,
Chair. It's an honour to be at this committee.

Mr. Hinton, I want to start with you. I was interested in how you
talked about how IP is leveraged against companies, against our po-
tential innovation. We certainly know that, with Google, Amazon,
Meta and Apple, there is this whole concept of this kill zone for in-
novation. Their data banks are without parallel. They have predic-
tive abilities to anticipate. They have a massive legal war chest and
control of the market.

How do we, as Canadians, even play in that game when we see
the kill zone of innovation around so many start-ups?

Mr. Jim Hinton: Those big companies have amassed tens of
thousands of patents. Their datasets are unparalleled globally, and
we continue to feed those as users. They always say in the last year
they've generated more data than they have in all the years before
that, so it's always continuing to ramp up. What we need to do is
reduce this asymmetry.

There's a significant freedom-to-operate limitation when you're
getting into markets where these big players are, so you need to re-
duce the IP and data asymmetry. You need to build an IP position
that you can leverage against them. It's not about getting patents for
protecting your inventions as much as it's about getting patents that
are going to read on what they're doing and neutralize the threat of
what they have. These big players need to be neutralized. If you do
it one-off with one company at a time, they're going to keep buying
you up or knocking you out and restricting your ability to grow in
scale.

Mr. Charlie Angus: One of the arguments that has been used is
on antitrust, but antitrust tends to be on competitive pricing, where-
as this is a whole different thing. This is about limiting future po-
tential and future possibilities by just buying up or sidelining inno-
vation. Given their massive power in market share and data power,
you mentioned the idea of IP collectives. Is that what we have to
look at as Canada?

1 would love for us to take on antitrust, but I don't think our
American neighbours are going to like that very much. Antitrust is
going to have to come out of the United States, really, to make this
happen—or Europe—but I don't know if we could do that. Would
the IP collectives be a way of trying to level the playing field some-
what?

Mr. Jim Hinton: Maybe as a first competition policy, antitrust is
absolutely a strategic lever to embed Canadian companies in global
value chains. That's what the Americans use their antitrust policy to
do. They grow their companies using competition policy, or not us-
ing it, to ensure that their companies are inserted into global value
chains. That is absolutely a lever we can use to increase the free-
dom to operate for Canadian companies, if done strategically.
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As you mentioned, IP collectives—the Innovation Asset Collec-
tive, which I co-founded, and Mike McLean was here earlier at the
committee and spoke on that—need to be funded and expanded.
Right now it's just for data-driven clean-tech companies. It needs to
be much broader than that.

On the data side, we saw this with Sidewalk Labs. If you read the
book that's out on that, I get a brief mention because I helped work
with the Waterfront Toronto team on that to reorient the policy. It's
about reducing the asymmetry in data and allowing Canadian com-
panies to be able to access Canadian-generated data and to use that
as a commercial asset.

There are the privacy concerns that need to be navigated and
managed. However, ultimately, if the data is an asset and these big
companies are able to use that to far out-commercialize you be-
cause they have access to that information, then we need to be able
to get to that scale. We can really only mimic that scale, because
we're a small open economy, in a collective way—so pooling data
assets that Canadian companies can access and commercialize.

Mr. Charlie Angus: I'm really interested that you raised the is-
sue of Sidewalk Labs, because I certainly pushed for the investiga-
tion at the federal level. Would it seem that we are naive in dealing
with these companies? We were turning over a massive piece of
prime real estate to one of the biggest companies in the world to do
whatever they wanted. We were told it would be really cool for
Toronto to give over all this land, all this potential, and, hey, they'll
get all of our data, but they'll put it in some kind of trust maybe at a
library someplace.

The whole thing from start to finish raised serious questions
about public interest, public space and the public right to know, yet
all those seemed to go by the wayside because it was Google and
they were supposed to be cool. Is there a naiveté to Canada's ap-
proach to this?

® (1140)

Mr. Jim Hinton: Yes, absolutely. We got the bum's rush on the
whole thing, and we were hoodwinked into doing that deal. Luckily
we got out of it, because it would have been generations of eco-
nomic opportunity lost. It was a land grab but a data grab, which is
really even worse. There was some predatory contracting and all
sorts of things embedded in there. On the record, I am saying that
the patent terms were laughably stupid. They were trying to make
the Canadians agree to things that were just foolish. They said they
weren't going to sue us in Canada, but if we entered the U.S. mar-
ket they would use their patents to sue us. It wasn't a partnership. It
was them coming in...and it was at all three levels of government
where we saw it: Toronto, Ontario as well as the federal govern-
ment.

Everybody sort of saw the Google.... Maybe at the time, the
Google brand was stronger than it is now with what's happening
with some of the other data aspects, but it was a failure of political
leadership across the board.

Mr. Charlie Angus: Thank you very much.

The Vice-Chair (Mr. Corey Tochor): Thank you for that round
of questioning.

Now moving on to our five-minute round, we have Mr. Soroka
from the Conservatives.

The floor is yours.

Mr. Gerald Soroka (Yellowhead, CPC): Thank you, Mr. Chair.

Starting off with Mr. Hinton, would you say that basically we do
a poor job of trying to patent anything in Canada?

It seems that we do job creation at our universities to do re-
search. That's about it, and then we sort of just let the money flow
out. Is that a good assessment?

Mr. Jim Hinton: Yes. It's really on two fronts.

If you look at our research institutions, it's philanthropy. We're
giving this stuff away. Universities are great. We do two things
well, education and basic research, but that's being given away.

When it comes to applied research and commercialization, it
doesn't happen. There was $4.5 billion spent on research and devel-
opment at universities in 2018. Guess how much they made in com-
mercialization? It was $54.4 million. Anybody can turn $4.5 billion
into $54 million. It's easy. You can make more money: Just don't
spend as much money as you spent before.

It's not happening. Universities are not doing commercialization.
They're doing either basic research or philanthropy. We need to get
more of the reorientation around supporting Canadian companies
and having Canadian headquarter companies commercialize and
scale globally.

If you look at some of the funding initiatives, even as recently as
yesterday with Ericsson and Nokia, Canadian public funding is
there. These are global companies. We're giving them money to
generate IP, and then we're going to buy that back from them.
Maybe it's a little bit better than Huawei, but it's still no good.

This is not what innovative economies need to be doing. We
need to be the ones setting up Canadian branch plants in Finland or
Sweden, or wherever else there's great talent, harvesting data and
IP from them and then commercializing it globally. We're doing it
backwards.

Mr. Gerald Soroka: Okay. Because we've been working with
these big tech companies for so long and they've patented so much,
are there really any patents left that aren't going to infringe on them
to some degree? Are we now forced to work with them because we
have no patents of our own?

Mr. Jim Hinton: I work with Canadian companies. In the soft-
ware space especially, you will be infringing on somebody else's
patent because there are so many patents out there. Up until last
year, IBM was filing 9,000 patents—more than all of Canada's
combined. There's this upward trajectory.
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Now the Chinese are filing millions of patents annually as well.
There's no bottom to intellectual property generation. You just keep
filing more patents.

Canadian companies aren't capturing at the same scale. They're
not meeting the same pace. The IP deficit is growing and getting
worse. When you factor in intangible assets like data, it starts to
dramatically increase because of the value and opacity of how data
can be commercialized and used.

Mr. Gerald Soroka: Obviously this government realizes this,
and that's why they're starting to change so many things.

One of our colleagues brought up about women, indigenous and
under-represented people having funding available. Is there any-
thing in there where they have to patent it to have long-term stabili-
ty, or is that just a quick job creation to make it look like they're
doing something?

Mr. Jim Hinton: On the IP initiatives, yes, but they're signifi-
cantly subscale. You can't give $40 million to Nokia and then, in
the same breath, give $10,000 through NRC IRAP's IP assist to a
Canadian company. You're increasing the asymmetry rather than
trying to catch up. You're putting wind in the sails of the foreign
companies and then you're putting anchors on the Canadian compa-
nies.

® (1145)

Mr. Gerald Soroka: Yes. There are a lot of restrictions and a lot
of problems that this government is doing...or their lack of it.

What other areas do you think they need to improve upon?

Mr. Jim Hinton: When you look at the strategic innovation
fund, if a Canadian company wants to get this, there are IP reten-
tion terms in there. If you leave, then you have to either pay it back
or leave the IP behind. That doesn't happen with Nokia. Finland
gets the IP immediately. The patents have Nokia Finland's address
on them.

We give Canadian companies a worse deal than we give these
big established players. Those are the ones we want to insert into
that value chain and capture some of that value, and we're doing the
opposite.

Mr. Gerald Soroka: Would you say that these foreign compa-
nies are well aware of how easy it is to get research done at our ex-
pense? Knowing that they're going to profit highly from it, are they
intentionally coming here to work with us?

Mr. Jim Hinton: Yes. There's a reason that Ohio doesn't want
southwestern Ontario's Volkswagen battery manufacturing facility.
It's not economic. There are no spillovers happening. If there were
100 jobs in a factory 10 years ago, then there are 10 now, and eight
of those jobs are coming from Volkswagen Germany. There are two
people pushing around brooms in a factory.

I used to work in southwestern Ontario for a heavy truck manu-
facturer. These are parking lots. The Mexicans took the jobs. Cana-
dians don't want these jobs. Nobody wants these jobs, but we're
funding companies to create the atmosphere of jobs.

We gave $30 million to the Michelin plant. Michelin has 10,000
patents. It's an IP game. It's not about jobs.

Mr. Gerald Soroka: Okay. It's more looking like we're doing
something than actually doing anything.

Can you give us other opportunities where this government
should change the direction, and how it could do that to make sure
that the patents stay with us?

Mr. Jim Hinton: It's simple. It's about prioritizing Canadian
companies and doing whatever you can through tax policy, innova-
tion policy and competition policy to increase Canadian companies'
freedom to operate globally. It's putting the wind in the sails of the
Canadian company using domestic markets. Strategic procurement
is another example. There are a lot of levers.

The Americans do it. Certainly, the Chinese and Koreans do it.
You see the Scandinavians doing it, as are other European coun-
tries. We're not doing it. We're just being taken advantage of.

Mr. Gerald Soroka: That sounds very....

Okay. That's it for me then.

The Vice-Chair (Mr. Corey Tochor): Thank you so much for
that.

We're moving on to MP Lauzon for five minutes.

[Translation]

Mr. Stéphane Lauzon (Argenteuil—La Petite-Nation, Lib.):
Thank you, Mr. Chair.

Thank you to the witnesses for being here.

Ms. Gagné, today, we heard how the transfer of patents to other
countries gives rise to national security concerns. The Minister of
Innovation, Science and Industry introduced a certain number of
measures to address national security concerns, which we've talked
a lot about in the past year. Among those measures are working
closely with universities to make them aware of the risks associated
with the transfer of intellectual property, as well as developing new
national security guidelines for research funding to help post-sec-
ondary institutions better identify, assess and mitigate the risks.

What's more, under the Investment Canada Act, foreign investors
have to undergo a review, including enhanced scrutiny for all sensi-
tive sectors, such as universities. I'm not sure whether you know
this, but the government introduced Bill C-34, an act to amend the
Investment Canada Act. Can you talk about the importance of that
scrutiny in protecting Canadian intellectual property?

Ms. Marie Gagné: Having sat on a number of committees and
worked with universities, I have a slightly more nuanced view than
Mr. Hinton.



April 18,2023

SRSR-38 9

Universities are increasingly sensitive to and aware of the impor-
tance of having mechanisms to analyze the potential national secu-
rity risks of partnering with foreign companies. I think the progress
is well-paced. Quebec is even establishing practices to limit risks
associated with research and innovation investments through strate-
gic industrial research networks. Things don't change overnight, of
course.

Nevertheless, things have changed dramatically in the past two
years. How do you assess the risk of working with an industry part-
ner? The controls are becoming tighter and tighter. Where it gets
complicated, and Mr. Hinton talked about this, is figuring out who
is behind the main company. That can be very challenging. If there
were people dedicated to that and if there were a central office to
help us determine whether the prospective partner posed a risk, that
would provide added value.

® (1150)

Mr. Stéphane Lauzon: Very close to my riding, I have educa-
tion-based research centres, so colleges and universities. The
Saint-Jérome CEGEP is one example. Those institutions have been
pursuing innovations, doing a lot of work on plastic-based materials
and working closely with universities and the private sector. Busi-
nesses play a crucial role because they are the ones that create de-
mand for the technology.

Yesterday, | was at Lion Electric, a company that opened the first
battery manufacturing plant in Quebec. A thousand feet from the
plant, a research centre is being set up, and it will work with uni-
versities.

Mr. Hinton, do you think funding industry partners that work
with universities and the private sector is a good way to ensure that
Canada produces cutting-edge intellectual property?

[English]

Mr. Jim Hinton: Yes, as you mentioned, the strategic alignment
is key: to make sure that we have Canadian universities that are
generating the IP and then Canadian companies that are around that
to be able to be the receptors. Then, from a value-chain perspective,
from critical mineral batteries to electric vehicles and even self-
driving vehicles, there are Canadian companies across the value
chain that own intellectual property and that are inserted into the
global value-chain end of commercializing. We need to make sure
that the Canadian company that is receiving that IP gets wind in its
sails and is going to be able to commercialize and expand its mar-
ket opportunity.

Mr. Stéphane Lauzon: Thank you.

Do we have more time left?

The Vice-Chair (Mr. Corey Tochor): You have four seconds.
Mr. Stéphane Lauzon: Okay, let's ask another question.

A voice: Oh, oh!

Mr. Stéphane Lauzon: Thank you, Mr. Chair.
The Vice-Chair (Mr. Corey Tochor): Thank you so much.

With that, we are now on to a two and a half minute round. We
have MP Blanchette-Joncas for two and a half minutes.

[Translation]

Mr. Maxime Blanchette-Joncas: Thank you, Mr. Chair.

Ms. Gagné, I have a quick question for you, and I'd appreciate a
quick answer. How can we further support the development of
emerging technology companies?

Ms. Marie Gagné: I'm going to speak for my own bailiwick.

Applied research centres can help emerging companies get to a
minimum viable product quickly. Those start-ups need help when it
comes to fast-tracking the development of the first version of a
product that can be commercialized.

That is why it is incredibly important to bring applied research
players and start-ups together. The first version of the product has
to be commercialized quickly so it can be improved quickly to ar-
rive at a second, better quality, version. Bringing those two together
is extremely important because start-ups have very limited research
capacity and little money for equipment. Giving those companies
access to cutting-edge infrastructure in applied research is im-
mensely valuable.

Mr. Maxime Blanchette-Joncas: Thank you, Ms. Gagné.

I'm glad you're here, Mr. Hinton. You said something very im-
portant. Only 7% of the IP generated under the pan-Canadian artifi-
cial intelligence strategy is owned by Canadian interests. That's
very worrisome, I must say.

Other experts who appeared before the committee said that
Canada was at a crossroads. Do we want to be a net consumer of
innovations invented and produced elsewhere, or do we want to be
a net exporter of homegrown solutions?

Tell us, if you would, about the tangible risks and consequences
of doing nothing—of not having a real strategy and not turning
things around to fix this. What could happen to Canadian business,
to Canada's economic prosperity?

® (1155)
[English]

Mr. Jim Hinton: Yes. If you look at the makeup of the Canadian
economy, if we don't have our global champions, then our prosperi-
ty is going to continue to erode. We're always going to continue to
pay more and more for the world's IP. Even from a tax perspective,
we're going to have less and less of a tax base with companies off-
shoring their IP, so we won't be able to pay for the social programs
that we need and want. It will continue to erode.
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We need to turn into Canadian companies that are commercializ-
ing globally and bringing wealth back into the country, instead of
really doing the opposite. It's existential. This is generational
wealth transfer that we're losing now, and it takes decades to catch
up. It takes 20 years for the patent to run its course. We have to put
pieces in place, as the Chinese did 15 years ago for generating, cap-
turing and then expanding their IP strategies.

[Translation]
Mr. Maxime Blanchette-Joncas: Thank you.
[English]

The Vice-Chair (Mr. Corey Tochor): Now we are on our last
round of questions, our last MP questioning.

MP Angus, you have two and a half minutes.
Mr. Charlie Angus: Thank you, Mr. Chair.

We've seen Joe Biden's IRA. When I talk to people in industry,
one of the things that they're so invigorated by is this whole-of-gov-
ernment approach, a whole larger economic strategy, not just sprin-
kling tax credits. They are in a global IP war with China as to who's
going to be the innovator, who's going to control that market, so
they incorporated all these facets in order to make sure that green
technologies are going to advance America's economic, social and
climate targets.

Now we've just seen in the recent budget of the Trudeau govern-
ment that we have $85 billion in green investments, which is great.
We've managed to secure a number of commitments to ensure jobs
and apprenticeships. However, do you see Canada actually tying
these investments to a larger IP strategy so that we actually benefit
and are not just the traditional hewers of wood and drawers of wa-
ter?

Mr. Jim Hinton: No. The recent budget and budgets before it....
Just on the upstream side, if you fund so everybody buys an electric
vehicle, that doesn't ensure there is any economic value happening.
We saw with wind turbines in Ontario that it's a massive wealth
transfer to whoever owns the IP on those wind turbines, such as
Samsung, Siemens or Korean companies.

It doesn't necessarily mean there's going to be any economic ben-
efit. A lot of that demand side means that we're going to end up
buying American cars, electric vehicles, and there will be nothing
left here. We're going to be doing the hard work of physically as-
sembling the pieces that the robots won't do, but we're paying for
everything else. It's backwards. It's missing the IP capture part. In-
sert Canadian companies into the electric vehicle value chain. Do
that.

The Americans are doing it. The U.S. Department of Energy has
been doing it for 15 years—systematically. Any time a Canadian
company files a patent for a battery, they're getting called up by
Chinese investors who are saying they want to invest in their com-
pany because the Chinese want to own that piece of the value
chain. We're not doing that.

Mr. Charlie Angus: We can do that without being on the wrong
side of our global trade agreements, as the Americans are doing.

Mr. Jim Hinton: Absolutely. These are all standards, approaches
and playbooks that other countries have taken. We've modelled the

Innovation Asset Collective off of the French, the Korean and the
Japanese approach to being higher performing on intellectual prop-
erty.

There's nothing offside of trade agreements in ensuring that
Canadians are participating in the global economy.

Mr. Charlie Angus: Thank you.

The Vice-Chair (Mr. Corey Tochor): We are ahead of schedule
a little bit, so we're going to squeak in two rounds of four-minute
questioning.

Now we have MP Lobb for four minutes.

Mr. Ben Lobb (Huron—Bruce, CPC): Thanks.
Thank, Mr. Hinton.

One question I wanted to ask you is about the net benefit test.
The net benefit test for 2023, indexed, is just under $2 billion, but
most of the small tech start-up companies don't IPO at $2 billion in
Canada. They have an enterprise market value of many multiples
less than $2 billion.

Do you think that Canada needs to take another look at the net
benefit test? We are investing so much here at the university level,
and through SR and ED and IRAP, only to see, when it's about to
blossom, a U.S. private equity firm come in, take it out and consoli-
date the market that it has created.

Do we need to look at the net benefit test?

Mr. Jim Hinton: Countries are going further and further up-
stream to acquire companies that are going to fill those links in
their value chain. If we say we want to be good at electric vehicles
or critical minerals—or you name the sector—there needs to be a
coordinated effort to make sure we retain those companies. Compa-
nies are going to come and go, and they get bought and sold, but we
want to retain as many of them possible. If they go under because
they're bad companies, we make sure that happens as well.

We need to be able to keep filling the pipeline and then accelerat-
ing those companies to scale. It's all about scale. You can't scale if
the foundation you're built upon is already owned. That's what hap-
pens when you own 1% of the clean tech IP, for example. Generally
speaking, we own 1% of global IP across all sectors.

® (1200

Mr. Ben Lobb: I don't want to be a conspiracy theorist, but
when Magnet Forensics sold in Kitchener-Waterloo, I noticed it
was just under the threshold that would have required a net benefit
test. I'm not saying the industry minister would have decided
against that sale, but I thought it was a little interesting that it did
come in under that amount.
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BlackBerry recently sold 32,000 of its older patents, which it
says are non-core, to a U.S. private equity company—whatever it
was. There had to have been tens of millions of Canadian taxpayer
dollars invested in SR and ED and IRAP and all these things to
come up with some of these patents—not all, but some.

Do you think the Canadian government or the taxpayer has any
right at all to any of those dollars when they are sold, or is that just
part of government business?

Mr. Jim Hinton: It's way too late to be looking at it now.

When we fund this Nokia deal with $40 million of public fund-
ing, where are the terms in there? Start today, but not after the tree
has already been cut down and it's gone.

From my understanding, a lot of the IP and the value in the
BlackBerry portfolio has been extracted. They've licensed it out,
and now it's just about converting the stack of patents in the corner
of the office into a pile of money. The commercialization—

Mr. Ben Lobb: I have a last, quick question before my time runs
out.

We had the Canadian IP Office appear a month ago, and they
said that everything is great and that they are faster and more robust
than ever. I know you don't want to get on the wrong side of them
with your applications, but without shooting yourself in the foot, is
that the sense? Is there the sense that they're doing better, or is there
more work to be done yet?

Mr. Jim Hinton: They were set up to fail to a certain extent. It's
three years to get a trademark examined. A trademark is a one- or
two-page document. It's a relatively simple thing. There is a signifi-
cant backlog, so they need support from an administrative perspec-
tive in processing these documents.

From a strategic perspective, how do we use the Canadian Intel-
lectual Property Office to empower Canadians to better file domes-
tically but also, predominantly, where the global markets are?

The Vice-Chair (Mr. Corey Tochor): Thank you so much for
that.

Madam Bradford, you have four minutes.

Ms. Valerie Bradford (Kitchener South—Hespeler, Lib.):
Thank you, Mr. Chair.

Thank you, Madam Gagné, for appearing before our committee
again.

Mr. Hinton, welcome to Ottawa. I believe the last time we met
was in December when we made the announcement about Ele-
vateIP and the $90-million investment the federal government
made into accelerators and such incubators as Communitech, which
got $38 million of that. That will help companies in Ontario, Mani-
toba and Saskatchewan. Of course, you were at that announcement.
Here's a quote that you gave us at that time. You said that, without
protection, “IP is going to flow out of the country. Then the value
from that IP being commercialized is lost forever and then we're
going to have to pay to use that technology, even though we built
it.” It was similar to what you said in your opening comments this
morning.

As the founder of Own Innovation, you'll be directly involved in
advising start-ups through the ElevateIP program. Can you tell us
how you and your company are benefiting from that and how this
ElevateIP program will help address some of these problems that
you've been identifying in your testimony this morning?

Mr. Jim Hinton: Yes. ElevatelP is a relatively brand new pro-
gram. I think a number of different aspects have been working and
consulting with Communitech to help frame this, supporting them
on how to best frame it for Canadian companies. I think education
is a key piece, making sure that companies know the rules of the
game but also at a sector-specific level—within different sectors
and how they manage intellectual property there. I think that's table
stakes, and we need to be doing that. People need to know how to
manage IP.

In terms of the next piece, to me, I'm hopeful and optimistic that
a lot of the funding will flow into the companies to be able to gen-
erate IP and retain IP and get the patents they need or any other in-
tellectual property protection they need.

Ms. Valerie Bradford: Right. It seems that it will help address
the issue that 90% of the value is in intangible assets like IP. Can
you tell me how you're utilizing this through your company, Own
Innovation, in the companies you're working with so that they can
leverage this program?

® (1205)

Mr. Jim Hinton: It's from the education side but then also from
the resourcing perspective so that they can get the patent they need.
These early-stage companies talk about the valley of death, or go-
ing from an idea to commercialization, making sure you get that
patent in place. You need to file it most times before you're com-
mercializing. That oftentimes is the spot where you need the re-
sources the most. Then, as the company grows in scale, it's manag-
ing that freedom to operate the risk that's out there and using IP in-
telligence and IP landscaping to understand who the players in that
market are and who you'll necessarily be bumping into, and then
building a position, starting today, that you will need five to 10
years from now.

Ms. Valerie Bradford: In your opinion, then, this ElevatelP pro-
gram will help address some of these long-standing issues that
you've identified.

As well, I was interested and actually kind of alarmed to hear in
your opening statement that universities are involved in helping to
sell to foreigners the IP that's being developed on their campuses.
Do you know why this is happening? Why would they do that?
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Mr. Jim Hinton: It's because there's no incentive otherwise.
They're happy to work with these global companies. It's really a
photo op. Universities in Canada are mandated with two things: ba-
sic research and education. In countries like Finland, economic de-
velopment is one of those priorities. If that was priority, a mandated
priority with checks and balances for Canadian universities, then
we'd be able to see economic development.

Right now, Canadian universities have oversold. They're not do-
ing innovation. It's Canadian companies that do innovation, and we
should be supporting them. Canadian universities should be sup-
porting the Canadian companies—not us trying to find ways to get
higher performing out of Canadian universities.

Ms. Valerie Bradford: Right. I think a lot of the Mitacs pro-
grams and the colleges do more applied research, where they actu-
ally partner up with existing companies to help solve actual prob-
lems. It's not theoretical research but it's to solve a problem that
they're facing. I think that's kind of a more direct approach some-
times than the theoretical research we get.

Mr. Jim Hinton: Canadian colleges are chomping at the bit—
Ms. Valerie Bradford: Yes, they are.

Mr. Jim Hinton: —for more resources on intellectual property.
They've been neglected. They need more resourcing and support. IP
Ontario is relatively new and is starting to fill some of that gap, but
it's significantly subscale. Even with ElevateIP, you talked
about $90 million and four years spread across the country. Two
days later, you're down the street and Nokia's getting $40 million.

A bunch of small companies can get picked off very easily and then
major companies get significantly more resources to be able to con-
tinue to accelerate away.

It's the scale, and we need to bring that scale up. A start-up strat-
egy is okay, but we need a scale-up strategy. Start-up companies are
going to come, they're going to fail and they're going to grow. The
ideas aren't that great, but once they're in the market and they al-
ready know where the next dollar is going to come from, we want
to be putting more resources behind those, because the most valu-
able form of IP, I would say, is knowing what people are willing to
pay for and then continuing to go down that line.

Ms. Valerie Bradford: Right, and I think ElevatelP is for the
ramping up. The start-up, like you say, is not the problem. It's
growing to the next...before you're profitable. That's what's hap-
pened—

The Vice-Chair (Mr. Corey Tochor): I apologize. We're a
minute and 30 seconds over our four-minute allotments.

Ms. Valerie Bradford: Thank you.
The Vice-Chair (Mr. Corey Tochor): I would like to thank the
witnesses for being here in person and online.

We will now suspend for one minute before we enter the in cam-
era business section of our meeting. We'll suspend and then we'll be
right back, so don't go too far.

[Proceedings continue in camera)
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