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Supply Chain Ontario (SCO)

Mandate
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Ensure government receives the best value for its 

procurement spend through fair, open and 

transparent procurement strategies and practices.

Key Functions 

▪ Enterprise Procurement

▪ Procurement Services to Ministries

▪ Continuous Improvement 

▪ Vendor Services

▪ Policy Implementation

▪ Transformation

▪ Strategic Planning 

Facts & Figures (2015/16)

•$6.6 billion OPS annual 

procurement spend

•Doing business with 

approximately 51,000 vendors 

annually

•77 enterprise Vendor of Record 

arrangements

•395 BPS entities have or are 

participating in supply chain and 

back-office initiatives



OntarioBuys Program
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History

• Started in 2005 under Ministry of Finance

• Focus on strategic investment in BPS supply chain transformation initiatives to 
improve and streamline supply chain processes

Mandate

• Promote collaborative procurement to enable savings and Government 
mandate

• Research and promote supply chain leading practices

• Design and launch leading-edge supply chain programs

Success

• Increased collaboration among sector partners

• Piloted new supply chain models and programs

• Delivered savings and service improvements for the BPS



OntarioBuys: Funding Themes
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• Driving the adoption of shared services

• Generating procurement savings through 
collaboration

Collaborative 
Procurement

• Improving the flow of goods, services and 
information

• Reducing waste

Operations 
Excellence

• Driving value-based procurement to propel 
innovation

• Developing programs to introduce new supply 
chain practices into the public sector

Innovation and 
Leading-Edge 
Supply Chain



Procurement as a Strategic Enabler
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Transformational 
outcome leveraging 

innovation in the 
market

Innovation 
Procurement 

Approach

Key Public 
Sector 

Challenge

Procurement can be a 

strategic enabler of 

public sector 

transformation by 

enabling government 

to  leverage 

innovation to solve 

key challenges



What is Innovation Procurement?
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“The purchase of solutions 

that either do not exist in the 

market or need to be 

adapted and improved to 

meet specified needs and to 

create value for users and 

the procuring organization”

• Complex solution

• Involves multiple stakeholders

• High value procurement to 

justify time and resources

• Solution development in 

collaboration with suppliers

• May involve partnership and/or 

the creation of intellectual 

property



Innovation Procurement – Overview
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Identify 
Need

• Making 
innovators aware 
of Public Sector 
Challenges

• Identifying and 
focusing on 
outcomes vs 
specifications

Engage 
Market

• Influencing the 
market and 
seeking input on  
procurement 
approach

• Engaging with 
the market vs 
informing

Procure 
Solution

• Advanced 
procurement 
techniques 
tailored to the 
problem and 
market

• Problem solving 
approach based 
on outcomes vs 
specifications

Implement

• Robust change 
management

• Potential for 
partnership 
approach with 
vendor vs 
traditional 
buyer/vendor 
relationship



Ontario’s Innovation Procurement Initiative
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2014
• MGCS launched the Innovation Procurement Initiative to address 

procurement-related gaps to innovation adoption in the BPS

2015
• Ontario Health Innovation Council recommends “accelerating shift to 

strategic, value-based procurement”

2016
• MGCS Mandate to collaborate with other ministries to transform 

government procurement with a commitment to innovation procurement

2017

• The report by the Healthcare Sector Supply Chain Strategy Expert Panel 
includes recommendations on “building capacity to undertake value-
based procurement” and “procuring innovative products and solutions”



Innovation Procurement Journey 
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What is the problem to address?

R&D (pre- commercial 

development) 
Commercialization

Product 

idea

Solution

design

Prototype First test 

products

Commercial end 

products

Adoption

Little coordination between public 

buyers and the market

Lack of skills in applying value-

based procurement models

Little market engagement to 

ensure innovation is focused 

on key needs

Buyers are not aware of 

innovative solutions or of 

means to acquire them

Valley of death: Many 

products and companies 

fail at the demonstration 

and scale up stage



Innovation Procurement Initiative
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• Aligning with relevant 

ministries 

• Focusing first on health 

innovation and 

expanding to education 

and other sectors

• Identifying policy barriers 

• Providing guidance on early 

market engagement and how 

to use innovation 

procurement

• Creating a strategic 

portfolio of demonstration 

projects 

• Engaging thought leaders 

to shape the vision for a long 

term sustainable model

• Developing 

leadership’s ability 

to drive innovation 

• Increasing 

procurement 

competency



The Need for Guidance
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The BPS Procurement 

Directive does not allow 

us to procure innovation.
How do I reassure 

my board that we 

can do this?



Primer on Innovation Procurement
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Contains 

guidance on 

early market 

engagement 

strategies &    

innovation 

procurement 

models



Primer: Early Market Engagement
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Market Sounding

Market Creation

Trade Show

Reverse Trade Show

Forward Procurement

Plan

Unsolicited Proposal

Request for Expression

of Interest



Primer: Innovation Procurement Models
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1. R&D Procurement

2. Innovation Partnership

3. Design Contest

4. Competitive Dialogue

5. Competitive Procedure with Negotiation

6. Innovation Friendly Competitive Process

▪ Six models

▪ Customizable / 

Adaptable

▪ Not mutually 

exclusive

▪ Can be designed to 

comply with 

Procurement 

Directives and 

applicable trade 

agreements



Other Resources

Innovation 
Procurement Toolkit

Innovation 
Procurement 

eLearning Modules
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Transformation Funding: Successes
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Investing in strategic 
portfolio of Ontario-

based demonstration 
projects

Focus on 
Key Sectors 
(healthcare, 
education, 

etc.)

$20M 
investment 

over 4 years
3 examples:

• Innovation 

Partnership

• Co-Design

• Competitive 

Dialogue



Example 1: System Coordinated Access e-

Referral Platform
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Problem

• Needed a 
solution to 
integrate 
services across 
a region

• No existing 
solution met the 
need

Market 
Engagement

• Extensive 
engagement 
using multiple 
mediums

• Specific effort to 
engage SMEs

• Opportunities to 
form 
partnerships

Innovation 
Procurement

• Procurement 
process 
informed by 
vendor 
engagement

• Innovation 
Partnership: 
dialogue, design 
phase, 
negotiation, and 
proof of 
concept; two-
phase contract

Outcome

• Purchased 
solution from a 
consortium of 3 
Ontario SMEs

• Outcome not 
feasible using 
conventional 
procurement

• Procurement 
designed to be 
scalable across 
province



Example 2: Procurement by Co-Design
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Problem

• How can 
healthcare 
providers 
collaborate with 
suppliers at the 
early stages of 
innovation while 
complying with 
procurement 
policies

Market 
Engagement

• Market 
engagement 
using multiple 
modalities

• Post challenge 
briefs publicly

• Inform 
healthcare and 
vendor 
communities of 
the opportunity 
and process

Innovation 
Procurement

• Approach:

• Innovation 
partnership

• Design 
contest

• Option to 
procure 
following 
successful 
prototyping

• Includes 12 
week co-design 
period 

Outcome

• Digital health 
and innovative 
process or 
service 
solutions

• Outcome not 
feasible using 
conventional 
procurement



Example 3: Creating Value in Cardiac 

Program
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Problem

• There is rarely 
room for 
innovative 
solutions in 
technologically 
sophisticated 
areas such as 
the cardiac 
program

• Use innovation 
procurement 
process to 
obtain value 
rather than to 
procure 
innovation

Market 
Engagement

• In-person 
market 
engagement 
sessions

• Informed vendor 
community of 
the opportunity 
and process

• Encouraged 
collaboration 
among vendors

Innovation 
Procurement

• Hybrid 
competitive 
dialogue 
innovation 
procurement 
process

• Includes 
shortlisting pre-
qualified 
vendors and 
conducting 
information 
sessions

Outcome

• Value for money 
and economic 
outcomes

• Innovation value 
and 
technological 
outcomes

• Operation value 
and 
organizational 
outcomes

• Patient values 
and clinical 
outcomes



Capacity Building: Successes
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Developed procurement and leadership competencies to enable innovation 
procurement

Trained over 200 healthcare and procurement professionals on innovation 
procurement models

Partnered with the Conference Board of Canada to develop e-learning on key 
innovation procurement fundamentals

Partnered with the University of Windsor to study all innovation procurement 
projects and publish case studies to disseminate lessons learned



Innovation Procurement – Objectives
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Enabling the adoption of innovation 
through procurement

Adoption of 
innovative 

procurement 
models

Increased 
number of 
innovation 

procurements

Broad public 
sector adoption

Enhanced 
procurement 

skills and 
competencies



Innovation Procurement – Observations

23

• Need to emphasize outcomes and problem solving

• Innovation procurement is permitted under current procurement directives
Problem Solving vs. Compliance

• Most procurements are NOT Innovation Procurements
Innovation Procurement vs. 

Innovative Procurement

• Recognize change in procurement landscape

• Need to strengthen procurement skills and risk tolerance

Leadership and Procurement 
Skills

• Transition from supplier push to demand pull-based innovation

• Lengthy process impacts buyer and vendor resources

Need for Extensive Market 
Engagement

• Outcome-based specifications enable vendors to better respond with 
innovative solutions

• Pricing for innovative solutions can be challenging for vendors
Innovative Solutions



Innovation Procurement: Key Success Factors
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Clear Champions and Early Adopters

Demand Pull vs. Supply Push

Leadership focus on Problem Solving and Risk Tolerance

Extensive Market Engagement

Outcome-based specifications and value-based evaluations

Robust Change Management



Moving Forward

Continue support of existing Programs

Publishing Case Studies & Disseminating Lessons Learned

Engaging New Sectors

Expanding Available Innovation Procurement Guidance and Tools

Shifting from Pilots to Procurements
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