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EXECUTIVE SUMMARY
Introduction

The Minister of Indian and Northern Affairs (INAC) announced the initiation of the Procurement
Strategy for Aboriginal Business (PSAB) on March 29, 1996 in response to the under-
representation of Aboriginal businesses among firms that were seeking and winning federal
government contracts. The PSAB’s main objective was “to assist Aboriginal business
development by increasing Aboriginal business participation in the awarding of contracts by
federal departments and agencies.” It applies to all designated federal departments and agencies
under the Financial Administration Act and includes the following three components:

e set-aside contracts for competition by Aboriginal businesses — it is mandatory to
set aside any contracts for goods or services valued in excess of $5,000 that are
destined primarily for Aboriginal populations, provided that operational requirements
(best value, prudence and probity, and sound contracting management) can be
assured, and contract authorities may also voluntarily decide to set aside other
contracts for bidding by Aboriginal suppliers.

e means to encourage federal departments to increase their purchases from
qualified Aboriginal firms — federal departments set targets for Aboriginal
procurement and report annually on the fulfillment of these targets, and information
sessions and other methods are used to promote the Strategy to federal contracting
officers; in addition, each department has a PSAB coordinator that promotes the
Strategy within the department.

e means to increase the awareness and capacity of Aboriginal firms to participate
in federal contracting opportunities — various communication activities designed to
raise awareness among Aboriginal suppliers of what federal departments buy, how
they buy, and the manner in which they evaluate potential suppliers, are undertaken
and joint ventures are encouraged.

Following the Treasury Board requirements, the summative evaluation of the PSAB was to be
conducted by March 31, 2007. A work plan for the summative evaluation was developed in the
summer of 2006, and the summative evaluation was undertaken from November 2006 to March
2007,

Methodology

This evaluation comprised several lines of enquiry: key informant interviews (with PSAB
program staff and senior procurement officers); a survey of departmental PSAB coordinators; a
survey of Aboriginal businesses that had received contracts under the PSAB; a survey of
departmental material managers; and a document review/database assessment (comprising a
review of program documentation and departmental performance reports, and analysis of data
surrounding Aboriginal procurement provided by Public Works and Government Services
Canada).
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Key Findings

The summative evaluation explored issues surrounding the PSAB’s rationale/relevance, design
and delivery, impact/success, as well as cost-effectiveness, lessons learned, and alternatives to
the PSAB.

Rationale

Government stakeholders who participated in the evaluation generally continue to support the
PSAB’s rationale and objectives; however, the response rate among material managers was low,
suggesting that support may not be as widespread as was suggested by the data obtained. There
is more support for increasing opportunities for Aboriginal firms in other markets, and for
increasing the number of Aboriginal firms competing for federal contracts, than for goals such as
increasing the value of contracts awarded to Aboriginal firms, which could, in part, be a
reflection of the fact that the number and value of contracts awarded to Aboriginal firms has
increased dramatically since the inception of the PSAB, making for a different policy context
than when the Strategy was implemented over a decade ago. Interviews with PSAB program
staff suggest a desire to move beyond the PSAB by helping Aboriginal firms that have benefited
from the Strategy to continue to grow without relying solely on contracts set aside under PSAB.

Design and delivery

A number of stakeholders suggested that there are not adequate means of enforcing compliance
with the PSAB, given that there are no institutionalized consequences for departments that fail to
set aside contracts under the PSAB or that fail to achieve their performance targets. The data
indicate there are discrepancies across departments in terms of the amount of time devoted to the
PSAB, the use of PSAB set-asides, and the perceived level of awareness of the PSAB required
among material managers.

Some stakeholders also indicated that the eligibility requirements of the PSAB are unclear —
particularly the Aboriginal content requirements — and that they are in need of further
clarification. Survey and interview data suggest that many material managers and senior
procurement officers are not highly familiar with the requirements and/or are unaware that the
requirements had recently been clarified.

While it is clear that only a minority of audited firms are found to be non-compliant, the
consequences of non-compliance are unclear and are not institutionalized, suggesting that
potential exists to strengthen the enforcement and transparency surrounding the audit process.

Impact/Success

While it is evident that both the number and the dollar value of contracts awarded to Aboriginal
firms has increased since the inception of the PSAB, there is little data that speaks to the
achievement of other expected impacts, particularly the expected indirect impacts. Aboriginal
businesses indicated that the PSAB had a positive impact on such things as their ability to
compete for federal contracts and also the number and value of contracts awarded to their firm.
They indicated that the PSAB had less of an impact upon investment in their firms as well as
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their ability to develop product lines to meet demands. Many were unable to assess the impact of
the PSAB upon Aboriginal businesses and Aboriginal communities, in general.

PSAB program staff, in particular, were concerned with the lack of impact data available. They
indicated that additional data should be systematically collected to assess the PSAB’s impact,
including the number of jobs, training and apprenticeship opportunities created; as well as
whether, and to what extent businesses have been able to expand; the number of employees who
have been hired who were previously on social assistance; whether, and to what extent, sales and
profit margins increased; and whether the businesses can now access opportunities in the
international marketplace. The survey data suggests that in a minority of firms, there has been
some degree of job creation as a result of the PSAB.

Lessons learned and future directions

Survey data from material managers and PSAB coordinator indicates that finding Aboriginal
firms with the appropriate capacity to undertake particular government contracts remains a
significant challenge. Interview and survey data suggest this is due to the lack of an accessible
list of prequalified suppliers, and gaps in capacity in particular fields, such as the medical,
architectural, engineering, and surveying fields, and the skilled trades.

PSAB program staff recognized a need to build Aboriginal capacity in certain areas and see the
implementation of an Aboriginal benefits strategy as being important in this regard. Under such a
strategy, an Aboriginal benefits requirement would be included on large contracts whereby
contractors would be required to demonstrate some commitment to benefiting Aboriginal people
in order to be awarded these contracts, through, for example, the establishment of a scholarship
program, the creation of jobs for Aboriginal people, or a commitment to acquire materials and
supplies from Aboriginal vendors. Program staff believe the Aboriginal benefits strategy should
be implemented in conjunction with, rather than as a replacement to, the PSAB, as they see the
PSAB as an important means through which new and emerging Aboriginal businesses can gain
experience. A Memorandum to Cabinet (MC) would be required in order to make substantive
changes to the PSAB, such as the inclusion of an Aboriginal benefits requirement.

There was a strong consensus among all parties that there is a need to raise awareness of the
PSAB as well as to actively promote its use.
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1.0 Introduction

The Procurement Strategy for Aboriginal Business (PSAB) was put in place in 1996. Following
the Treasury Board requirements, a first evaluation of the Strategy was conducted in 2001, with
the summative evaluation of the PSAB to be conducted by March 31, 2007. In the summer of
2006, Indian and Northern Affairs Canada (INAC) contracted PRA Inc. to develop a work plan
to conduct the summative evaluation of the PSAB. The plan was developed based upon a review
of documentation and interviews with PSAB program staff, as well as representatives from
Public Works and Government Services Canada (PWGSC), Consulting and Audit Canada
(CAC), and the Treasury Board Secretariat (TBS).

In November 2006, INAC contracted PRA Inc. to conduct the summative evaluation of the
PSAB using an amended version of the methodology that had been presented in the evaluation
work plan. This report presents the findings of the evaluation surrounding the PSAB's
rationale/relevance, design and delivery, impact/success, as well as cost-effectiveness, lessons
learned, and alternatives to the PSAB.

1.1 Description of the Procurement Strategy for Aboriginal Business
(PSAB)

The Minister of Indian and Northern Affairs (INAC) announced the initiation of the Procurement
Strategy for Aboriginal Business (PSAB) on March 29, 1996." The Strategy was developed in
response to the under-representation of Aboriginal businesses among firms that were seeking and
winning federal government contracts.? Its main objective was “to assist Aboriginal business
development by increasing Aboriginal business participation in the awarding of contracts by
federal departments and agencies.”

The PSAB applies to “all federal departments and agencies designated as departments for
the purposes of the Financial Administration Act”* and includes the following three
activities aimed at promoting Aboriginal business participation in government
procurement:

» set-aside contracts for competition by Aboriginal businesses;

» means to encourage federal departments to increase their purchases from qualified
Aboriginal firms; and

Procurement Strategy for Aboriginal Business: Guidelines for Buyers/Government Officials (Contracting
Policy Notice 1996-97). Available online at:
http://www.ths-sct.gc.ca/Pubs_pol/dcgpubs/ContPolNotices/97-6_e.asp

Web-Based Guide to Doing Business with the Federal Government, Module 1. Available online at
http://www.ainc-inac.gc.ca/saea-psab/pmr/modl_e.html

Procurement Strategy for Aboriginal Business: Guidelines for Buyers/Government Officials, op. cit.
Procurement Strategy for Aboriginal Business: Guidelines for Buyers/Government Officials (Contracting
Policy Notice 1996-97). Available online at http://www.tbs-
sct.gc.ca/Pubs_pol/dcgpubs/ContPolNotices/97-6_e.asp
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» means to increase the awareness and capacity of Aboriginal firms to participate in federal
contracting opportunities.

1.1.1 Set-aside contracts

The North American Free Trade Agreement (NAFTA) and the World Trade Organization
Agreement on Government Procurement (WTO-AGP) provide for procurements to be “set
aside” for minority and small businesses. Procurements set aside for Aboriginal businesses are
therefore excluded from the provisions of these two international trade agreements.> Under the
PSAB, federal departments set aside contracts exclusively for Aboriginal businesses, using two
devices:

» Mandatory set-asides — Any contracts for goods or services valued in excess of $5,000
destined primarily for Aboriginal populations are reserved exclusively for Aboriginal
suppliers provided operational requirements, namely best value, prudence and probity,
and sound contracting management can be assured.

» Voluntary set-asides — Contract authorities may also voluntarily decide to set aside
other contracts for bidding by Aboriginal suppliers (including contracts valued at less
than $5,000 destined primarily for Aboriginal populations). Decisions to set aside
voluntarily “should be founded on knowledge and expertise of the Aboriginal supplier
community, meeting departmental objectives, best business practices, and the nature of
the requirement.”

1.1.2 Means to encourage federal departments to use
Aboriginal suppliers

The PSAB encourages federal departments to identify targets for Aboriginal procurement and to
report annually on the fulfillment of these targets. Information sessions, communications, and
other methods are used to promote the strategy to federal contracting officers and to inform
contracting officers within the department about the capacities of Aboriginal firms. To encourage
government departments and agencies to do business with Aboriginal suppliers and be receptive
to Aboriginal suppliers’ marketing efforts, departments and agencies with annual contracting
budgets in excess of $1.0 million “must develop multi-year performance objectives for
contracting with Aboriginal businesses and develop related reporting mechanisms.”’ This
includes performance objectives for “issuing contracts to Aboriginal suppliers, performing
Aboriginal supplier development activities, and including Aboriginal suppliers on the source
lists.”® Each federal department has a PSAB coordinator who promotes the initiative within the
department and works with management to establish and report upon annual targets for
Aboriginal procurement.

> http://www.ths-sct.gc.ca/Pubs_pol/dcgpubs/ContPolNotices/97-6-eng.asp

6 -
Ibid.

! Ibid.

8 The Procurement Strategy for Aboriginal Business — A Primer for Federal Government Procurement, p. 5.
Indian and Northern Affairs Canada.
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1.1.3 Means to increase the awareness and capacity of
Aboriginal firms to participate in federal contracting
opportunities

Federal departments and agencies undertake various communications activities to raise
awareness among Aboriginal suppliers of what they buy, who makes buying decisions, what they
look for when they buy, how they buy, and the manner in which they evaluate potential
suppliers.” Aboriginal suppliers are encouraged to enter into joint ventures with other Aboriginal
or non-Aboriginal suppliers to bid on government contracts; such joint ventures qualify as
Aboriginal suppliers under the PSAB if the Aboriginal business/businesses have at least 51%
ownership and control of the joint venture.™

1.2  Organization of the report

This report includes four main sections, including this introduction. Section 2 details the
methodology that was used to conduct the evaluation, including a discussion of methodological
limitations, and presents the evaluation matrix that was used to guide the research. Section 3
presents key findings for each of the questions presented in the evaluation matrix, and Section 4
summarizes the key conclusions of the evaluation.

o Web-Based Guide to Doing Business with the Federal Government, Module 2. http://www.ainc-

inac.gc.ca/ecd/ab/psa/bts/whg/index-eng.asp
10 Ibid.



Indian and Northern Affairs Canada 4
Summative Evaluation of the PSAB Final Report—March 29, 2007

2.0 Methodology

This section will outline the lines of enquiry that the evaluation comprised, discuss any
methodological limitations of the data, and present the evaluation questions and the indicators
that were used to assess them.

2.1 Lines of enquiry

This evaluation comprised several lines of enquiry: key informant interviews, a survey of PSAB
coordinators, a survey of Aboriginal businesses that had received contracts under the PSAB, a
survey of departmental material managers, and a document review/database assessment.

2.1.1 Key informant interviews

Two groups of key informants were interviewed — PSAB program staff (n=7) and senior
procurement officers (n=13). Separate interview guides were constructed for each of these
groups to ensure the relevance of the questions, although the content and themes of the
interviews overlapped considerably.

Key PSAB program staff (n=7) were interviewed either in-person or by phone to gain insight
into the PSAB's rationale/relevance, design and delivery, impact/success, as well as cost-
effectiveness, lessons learned, and alternatives to the PSAB.

Senior procurement officers (n=13) from a variety of government departments of varying sizes
and structures, including INAC, were interviewed by telephone to gain insight into the
evaluation issues from the perspective of different departments. INAC was responsible for
selecting the departments from which senior procurement officers would be interviewed and
acquiring an appropriate contact name via the PSAB coordinator. PRA then followed up with
these contacts to schedule the interviews; some of the senior procurement officers who had been
identified declined to participate or did not return any of numerous calls placed to schedule their
interviews. As a result, the actual number of interviews conducted was 13, rather than 15, as had
originally been intended. Key findings from the interviews have been integrated throughout this
final report.
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2.1.2 Survey of PSAB coordinators

All departmental PSAB coordinators (n=54) listed on the PSAB website received questionnaires
to collect information on their department's PSAB-related activities, as well as to ascertain their
opinions regarding the rationale/relevance, design and delivery, and impact and success of the
Strategy.

The questionnaire was pre-tested with three respondents in order to ensure the questions were
clear and appropriate to the respondents to be surveyed. Bilingual paper copies of the
questionnaire were mailed to all PSAB coordinators in mid-December. The surveys were mailed
with an addressed postage paid envelope in which respondents could return their completed
questionnaires. The paper copy of the survey also gave respondents the option of receiving an
electronic version of the questionnaire that could be completed on the computer. In early
January, PSAB coordinators that had yet to return their questionnaires were sent e-mail
reminders. A second e-mail reminder was sent out approximately two weeks later (the fourth
week of January).

Pre-tests included, 28 questionnaires were returned, for a response rate of 52%. The largest
proportion of respondents (43%) indicated they had been the PSAB coordinator for their
department for 5 years or more, whereas 25% indicated they had been their department's PSAB
coordinator less than a year. Respondents most commonly indicated that they worked in sections
or divisions responsible for procurement and contracting. Just over two thirds of respondents
(68%) indicated that their divisions or sections undertake the following activities to support
Aboriginal procurement: promoting Aboriginal procurement objectives, overseeing contract
procedures, and monitoring procurement contracts. A significant proportion indicated their
section or division purchases goods and services (61%) and maintains and uses Aboriginal
supplier lists (50%), while a minority (18%) specified that they meet with Aboriginal business
suppliers.
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2.1.3 Survey of businesses that received contracts under the
PSAB

PWGSC provided PRA Inc. with a database of all contracts awarded by PWGSC to Aboriginal
firms since the inception of the PSAB (1996) to October 2006.'* Contracts awarded under the
PSAB were extracted from this sample using the trade agreement description indicator.
Approximately 500 unique vendors were identified; however, although the business name,
address, and telephone numbers were included in the database, no contacts names were provided.
Given that addressing business questionnaires to particular titles (e.g., "the owner™) rather than to
named individuals tends to result in a low response rate, as well as to address the possibility that
some vendors in the sample may have moved or may no longer be in business, PRA placed calls
to these vendors in November 2006 to acquire contact names, confirm mailing addresses, and
advise vendors to expect a questionnaire in the mail.

From an initial sample of over 500 vendors that had received contracts under the PSAB,
telephone calls to each to acquire the appropriate contact names and confirm contact information
revealed that many of the business phone numbers were no longer in service. Attempts were
made to look-up businesses to identify their new phone numbers, if they were available, but in
many cases, no current number could be identified. The sample therefore decreased to 310,
though contact names could not be acquired for all firms.

Surveys were sent to the businesses in the sample via regular mail and mail reminders followed
approximately two weeks after. In addition, follow-up phone calls ensured that the
questionnaires had been received and were used to encourage contacts to complete and return the
questionnaires. During these phone calls, businesses were also given the opportunity to receive
the questionnaire by either fax or as an electronic version via e-mail. A second follow-up call
was placed a couple of weeks later to remind businesses to complete the questionnaire, at which
point businesses were also given the opportunity to complete the questionnaire over the phone.
Due to these repeated efforts, 92 questionnaires were completed, for a response rate of
approximately 30% - which is considered quite a good response rate for a business survey.

The median number of years in business among survey respondents was 9. Over half of
businesses (57%) indicated their businesses were 100% Aboriginal owned, while 26% indicated
that they were 51% Aboriginal owned. A variety of sectors were represented, through the most
predominant were construction (28%), manufacturing (20%), government service (15%), health
and social service (14%), business service (14%), retail and wholesale (13%), and other service
industries (13%).%” The median total number of full time employees was 6, with nearly one fifth
(18%) indicating that they had one employee or less. In the most recent fiscal year, nearly one
third (29%) indicated their revenue had $250,000 or less while 15% reported revenues of more
than $5,000,000. Within the last fiscal year, the median percentage of the total value of sales to
federal government was 43%, with just over 1 in 10 (12%) indicating that the federal government
had accounted for 100% of the value of their sales.

1 To generate this sample, PWGSC provided all documents (originals and amendments) awarded for both the

“competitive” and “non-competitive” processes coded against any of the trade agreements associated to the
CLCA (Comprehensive Land Claim Agreements), the Set-Aside program and/or which are aboriginal (self)
identified suppliers.

12 Note respondents could choose more than one sector.
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2.1.4 Survey of departmental material managers

The sample of departmental material managers and their contact information was acquired from
the Contracts Canada website. The questionnaire was pre-tested with two material managers to
ensure the questions and wording was appropriate. In the second week of December 2006, the
material managers in the sample (n=666) were then sent the questionnaire both by regular mail
and e-mail, giving them the option to complete the questionnaire in either electronic or hard copy
format. An e-mail reminder was sent in early January 2007, followed by a second e-mail
reminder toward the end of January 2007.

A small proportion of the contacts from the original sample had moved or quit (n=17 or 3%) or
indicated they were not qualified to complete the questionnaire (n=11 or 2%). A total of 144
questionnaires were returned, for a response rate of 23% of the remaining sample. Over half of
the respondents (54%) indicated they had been departmental material managers for their current
departments for 5 years or more, whereas nearly one third (29%) had between 1 and 5 years'
experience as material managers for their departments, and 15% had less than a years'
experience.

2.1.5 Database assessment/document review

PWGSC provided a database generated by their Acquisition Information System (AIS) of all
contracts (both set-asides and open competition) awarded by the department to Aboriginal firms
since the inception of the PSAB in 1996."* The database also included the names, locations,
industry sectors, and sizes (number of employees) of the firms awarded these contracts, the dates
and dollar values of the contracts, as well as the department on whose behalf each contract was
awarded. This data was analyzed to generate a profile of the PSAB contracts and the firms
receiving contracts under the PSAB and a comparison between PSAB and non-PSAB contracting
activity. Key findings from the database assessment have been integrated throughout this final
report.

INAC provided a select number of departmental PSAB performance reports and data
surrounding audits conducted by CAC for review. Findings from the document review have also
been incorporated into this report.

B The database included all contracts (originals and amendments) awarded by PWGSC under both

“competitive” and “non-competitive” processes coded against any of the trade agreements associated to the
CLCA (Comprehensive Land Claim Agreements), the Set-Aside program and/or which are Aboriginal
(self) identified suppliers.
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2.2 Limitations of the data

While the evaluation offers insight into the perceived legitimacy of the rationale for the PSAB,
as well as its design and delivery and its impacts, it is important to understand the limitations of
this data. Every effort was made to collect tangible factual data, however, there is limited
performance measurement data being collected to assess the impact of the PSAB. This challenge
arose during the first evaluation of the PSAB, which yielded recommendations for improving
reporting. Standardized reporting has yet to be implemented, however, as it was decided to
postpone such activity until after the government-wide review on procurement that is being
undertaken was completed. As such, since raw data from all government departments could not
be obtained, the evaluation relies upon data from PWGSC, as well as the data collected within
the surveys of PSAB coordinators, material managers, and businesses, much of which are
perceptions or opinions only. It is important to remember that opinion data, while valuable, is not
always a reliable assessment of actual impacts.

With regard to the Aboriginal business survey, it should be noted that the sample was generated
from firms that had been awarded contracts by PWGSC (either directly or on behalf of another
department) only, since data regarding contracts awarded directly by other departments was not
available. Furthermore, the sample included standing offers that had not been called up, and a
number of the businesses included therein were no longer in business. Some of the businesses
contacted were unaware of the PSAB, in spite of records showing they had received at least one
PSAB contract. Some of the factors that may account for this include turnover and succession, as
well as difficulty recollecting details of contracts that may have been awarded several years ago.

The database assessment suffers from these same limitations and it is important to note that the
firms that are denoted as Aboriginal firms have been self-identified, but not necessarily verified,
as such.

Methodologically, to assess the impact and reach of the impact, it would have been useful to
have conducted a general survey of Aboriginal businesses in Canada, not just those that reported
having received such contracts, to assess awareness and opinion of the Strategy among
Aboriginal businesses in general. This may have offered additional insights into potential gaps in
the Strategy, though it may not have been possible to construct a reliable sample frame of
Aboriginal businesses. In addition, some qualitative research such as focus groups/work groups
or interviews with Aboriginal businesses may have offered more in-depth insights than
quantitative survey data can provide.

The response rate for the survey of departmental material managers was rather low (23%), and
though the response rate among PSAB coordinators was higher (52%), nearly half of
departmental PSAB coordinators did not respond to the survey in spite of repeated follow-up
attempts. The original evaluation methodology called for ADM-level involvement as a means of
enhancing these surveys' response rates. Originally, an e-mail from an ADM from INAC was to
be sent directly to those who were being surveyed in order to encourage material managers and
PSAB coordinators to complete and return the questionnaires that they received directly from
PRA,; it was later determined that it would be inappropriate for an ADM from INAC to directly
address subordinates in other departments, and therefore, the strategy was modified as follows:
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The ADM of INAC was to correspond with other departmental ADMs, who, it was hoped, would
then encourage or remind the material managers and PSAB coordinators, within their respective
departments, to complete the questionnaires that had been sent to them. Unfortunately, due, in
part, to recent turnover within INAC, such correspondence could not be approved and sent out
prior to the close of the survey. Had the evaluation contact strategy been implemented as
originally envisioned, with more buy-in from the ADM-level, the response rate may have been
improved.

2.3 Key evaluation issues
The evaluation is intended to address the following key issues:

» the rationale/relevance and appropriateness of the PSAB, its components, its objective,
and its expected impacts

» the Strategy’s design and delivery, including the appropriateness, clarity, and
effectiveness of the PSAB’s guidelines and eligibility criteria and the means of assessing
the eligibility of Aboriginal firms and the ensuring government departments comply with
the PSAB

» the impact/success of the Strategy, including the extent to which the PSAB has achieved
its expected direct and indirect impacts, whether any unintended outcomes have been
observed, and the Strategy’s reach

» cost-effectiveness and lessons learned, including the perceived strengths and weaknesses
of the PSAB and alternatives or future directions for promoting Aboriginal business
development.
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3.0 Findings

This section presents the findings of the evaluation. Results appear within four sections
corresponding to the main evaluation issues: rationale and relevance; design and delivery; impact
and success; and cost effectiveness, lessons learned, and alternatives. Each section will conclude
with a synthesized summary of findings.

3.1 Rationale/relevance

This section will present the findings related to the rationale and relevance of the PSAB.

3.1.1 Rationale for the PSAB and each of its components

This section will discuss the rationale for the PSAB and its components and their perceived
relevance, drawing from the documentation available, as well as the interviews with PSAB
program staff and the surveys of PSAB coordinators. The purpose was to clarify the rationale for
the PSAB and to assess the extent to which it remains relevant more than a decade after the
inception of the Strategy.

"PSAB - Guidelines for Buyers/Government Officials™, revised in December 2005, indicates
that the overall rationale for the PSAB was to increase contracting between the federal
government and Aboriginal businesses. In establishing the PSAB, the federal government
recognized that the number of Aboriginal businesses, as well as the number of qualified
Aboriginal college/university graduates, had increased, and that the Aboriginal business
community had the capability and the potential to play a much larger role in federal procurement.
The government also recognized that "many business interests, especially small business,
perceive the federal procurement process as being one of the main vehicles to allow them to
achieve a higher level of economic viability and profitability."** Consequently, it is apparent that
enhancing the profitability of Aboriginal businesses, particularly small Aboriginal businesses, is
also part of the Strategy's rationale. The rationale for the promotion of joint ventures is that
"while many Aboriginal businesses may not yet be in a position to bid on very large projects,
they can enhance their competitive edge by building and expanding partnerships and strategic
alliances with others"." It is expected that through the contracting mechanisms under the PSAB,
socio-economic benefits to Aboriginal firms will be accrued and that more Aboriginal businesses
will * become competitive within the mainstream Canadian economy™.®* The PSAB guidelines
indicate that "PSAB is based on the premise of establishing Aboriginal business capacity, of
value added by the Aboriginal business and demonstrated benefits to the Aboriginal
community™.'” The expected impacts/benefits of the PSAB will be elaborated upon in

Section 3.1.2.

14

15
16

PSAB - Guidelines for Buyers/Government Officials, Section 1.1.1
PSAB - Guidelines for Buyers/Government Officials, Section 3.2.1
PSAB - Guidelines for Buyers/Government Officials, Section 3.1.1
ol PSAB - Guidelines for Buyers/Government Officials, Section 3.2.4
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To clarify the current theoretical underpinnings of the Strategy and each of its components,
PSAB program staff were asked to identify the rationale for the PSAB as a whole, as well as the
rationale for set-asides, supplier development and information activities, departmental
performance objectives, and mechanisms to encourage joint ventures between Aboriginal and
non-Aboriginal businesses:

»

Program staff indicated the rationale for the PSAB is to help Aboriginal businesses
access federal contracting opportunities, thereby enhancing Aboriginal business
development.

Program staff viewed set-asides as a means through which Aboriginal businesses can
gain experience, grow, and ultimately develop the capacity to win federal contracts under
open competition. They emphasized that set-asides are particularly important for new
Aboriginal businesses that may have difficulty winning contracts under open
competition.

Program staff indicated the rationale for supplier development and information activities
is to help Aboriginal businesses learn how to access federal government contracting
opportunities and market their services, and though they indicated that a strong rationale
for supplier development and information activities remains, some noted the need to help
Aboriginal firms grow without relying upon set-asides.

Program staff indicated the rationale for departmental performance objectives is to
encourage government departments to include Aboriginal suppliers in their supply chain,
though a couple of program staff questioned the validity of this rationale, given the lack
of means of enforcing compliance.

Program staff indicated the rationale for joint ventures is to help Aboriginal businesses
grow and become more competitive by allowing Aboriginal businesses to partner with
other businesses in order to bid on and win larger contracts they may not have had the
capacity to complete alone. Program staff indicated the expectation is that this will allow
Aboriginal businesses to learn, expand, and increase their networks, and eventually,
become able to bid on these larger contracts on their own.
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Similarly to PSAB program staff, the survey results suggest that PSAB coordinators also see a
strong rationale for PSAB and its components. As shown in Table 1, over three quarters of PSAB
coordinators expressed agreement that the rationale for the PSAB remains valid, that
departmental performance objectives should continue to include Aboriginal procurement, and
that the set-asides are a valid way of supporting Aboriginal economic development. Overall,

there was slightly less support for the encouragement of joint ventures and subcontracting

arrangements, though most nevertheless agreed that a strong rationale remains. It appears that
most PSAB coordinators also continue to see a rationale for supplier development activities,
given that two thirds (64%) expressed disagreement that supplier development activities are less

important now than five years ago.

Table 1:
components (PSAB coordinators, n=28)

PSAB Coordinators' level of agreement with statements regarding rationale for PSAB and its

Please indicate your level of agreement with the

following statements regarding the rationale for the Strongly | Somewhat So_mewhat S_trongly Don't know/
PSAB and its components agree Agree Disagree disagree | No response

The rationale for the PSAB remains valid after a decade. 39% 43% 11% 4% 4%
The program for setting aside contracts for Aboriginal firms 32% 46% 14% 4% 4%
under the PSAB remains a valid policy tool to support
Aboriginal economic development.
Department performance objectives should still include level 43% 39% 4% 7% 7%
of procurement from Aboriginal businesses.
Supplier development activities are less important now than 14% 11% 36% 29% 11%
five years ago.
There remains a strong rationale for encouraging 18% 54% 14% - 14%
partnerships (joint ventures and subcontracting
arrangements) between Aboriginal and non-Aboriginal firms.
The set-aside program is a good way to increase full-time 21% 46% 7% 4% 21%

employment within the Aboriginal population.

Note: Totals may not sum to 100% due to rounding.
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3.1.2 Perceived relevance and appropriateness of objectives
and expected impacts

The objective and expected direct and indirect impacts of the PSAB are presented in Table 2.
Interviews with PSAB program staff and senior procurement officers, as well as the surveys of
PSAB coordinators, material managers, and Aboriginal businesses, were used to assess the
extent to which the objectives and expected impacts of the Strategy are seen by these
stakeholders to be relevant and appropriate.

Table 2:  Objective and expected impacts of the PSAB

Stated objective of the PSAB: to assist Aboriginal business development by increasing Aboriginal business
participation in the awarding of contracts by federal departments and agencies.

Expected direct impacts of the PSAB:

increase number of contracts with Aboriginal firms

increase value of federal contracts (set-aside and regular process) with Aboriginal businesses
increase number of Aboriginal firms competing for and winning contracts

increase investment in Aboriginal firms and business start-ups

enhance capacity of firms through skill transfer

increase partnerships between Aboriginal and non-Aboriginal businesses.

v v v v v Vv

Expected indirect impacts of the PSAB:

» increase sustainable employment

» increase opportunities in other markets

» develop product lines to meet new demands

» lead to positive socio-economic impacts, including reduction of dependency on social assistance.

Source: Evaluation of the Procurement Strategy for Aboriginal Business, 2002 (PSAB logic model)

Both PSAB program staff and senior procurement officers were asked whether the objectives
and expected impacts of the PSAB, both direct and indirect, as shown in Table 2, are still
relevant and whether any changes to the objectives and expected impacts are required. All
program staff stated that the objectives and expected impacts of the PSAB remain relevant,
though a few indicated that the expectations are high and go well beyond what the PSAB has the
capacity to deliver. Senior procurement officers generally agreed that the objectives and
expected impacts of the PSAB remain relevant, though a few raised concerns surrounding the
implications of increasing partnerships between Aboriginal and non-Aboriginal businesses,
noting that not all partnerships are legitimate, and limited benefits accrue to Aboriginal
businesses if little to none of the work is performed by Aboriginal workers.
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Figure 1 presents the levels of agreement of PSAB coordinators (denoted by PC) and material
managers (denoted by MM) with statements regarding the relevance and appropriateness of
PSAB's objectives and expected impacts. Both PSAB coordinators and material managers were
most inclined to express agreement with the need to increase opportunities for Aboriginal firms
in other markets and increase the number of Aboriginal firms competing for federal government
contracts, while they were least inclined to express agreement that increasing the number of
partnerships between Aboriginal and non-Aboriginal firms would increase the value from set-
asides and that the value of contracts awarded by their departments to Aboriginal firms should
increase. Support for the objectives was higher among PSAB coordinators than among material
managers, and less than half of material managers expressed agreement that their department
should increase the number or the value of contracts awarded to Aboriginal firms; approximately
one quarter expressed disagreement with each of these statements, while a similar proportion did
not respond or did not know.

Coordinators' and Managers' Agreement with PSAB's Objective
and Expected Impacts

79%

There is a need to increase opportunities for Aboriginal firms
in other markets.

The # of Aboriginal firms competing for federal government J 719

contracts should increase. 5%

8%

L L
— o 3

In this dpt., we need to increase the # of contracts to
Aboriginal firms.

18%

Increasing the # of partnerships between Aboriginal and non- 47%
Aboriginal businesses would increase the value this dpt. gets

from set-asides. 51%)

50%

The value of contracts this dpt. awards to Aboriginal firms
should increase. 43%

-

0% 1% 20% 30% 40% 50% 60% 70% 80% 90% 100%

% strongly agreel/agree

||:|Coordinators (n=28) @ Material Managers (n=144)

Figure 1

The expected indirect impacts of the PSAB imply that the positive impacts of the Strategy are
expected to flow from the businesses to the communities. To assess the extent to which
Aboriginal business success can be expected to benefit their communities, Aboriginal businesses
were asked to indicate to what extent the success/profitability of an Aboriginal business affects
the overall prosperity of the community in which it operates. Three quarters of business
respondents (76%) indicated that the success or profitability of an Aboriginal business affects the
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overall prosperity of the community in which it operates at least to some extent, including nearly
four tenths (37%) who indicated that Aboriginal business success affects community prosperity
to a great extent.

3.1.3 Perceived role of PSAB in enhancing business success

To clearly identify the logic of the Strategy and its perceived role in enhancing Aboriginal
business success, PSAB program staff and senior procurement officers were asked what they
perceived to be the Strategy's role in enhancing Aboriginal business success. PSAB program
officers indicated PSAB is intended to provide opportunities for Aboriginal businesses to
compete for and acquire federal contracts. A few indicated that they hope with time Aboriginal
firms will move beyond PSAB and become successful in federal contracting outside the PSAB.
Senior procurement officers indicated that trade shows and the availability of PSAB program
staff to whom Aboriginal businesses can refer, to enhance Aboriginal business success. Some,
however, indicated that the Strategy will only be as successful as the level of awareness
surrounding it, and that there is a need to provide more education to departmental officials,
particularly managers and procurement officers. Like PSAB program staff, some senior
procurement officers said the PSAB had played an important role by allowing Aboriginal
businesses to compete and acquire federal contracting opportunities, which they had not
previously been accessing, thereby allowing them to gain experience. A couple of officers,
however, indicated that while the PSAB has significantly impacted upon some Aboriginal
businesses, this has not been the case for all, particularly given some of the ambiguities
surrounding Aboriginal content and joint ventures

In order to facilitate the identification of appropriate indicators to assess the success of the
PSAB, PSAB program personnel were asked to indicate what direct and indirect outcomes one
could expect to see that would demonstrate the success of the PSAB. They indicated that direct
expected outcomes would include more contracts awarded to Aboriginal suppliers and more
Aboriginal businesses in operation. Indirect expected impacts would include Aboriginal
suppliers providing community leadership and serving as role models for Aboriginal youth, as
well as more jobs, increased job sustainability, and increased capacity. To assess the success of
the PSAB, it was indicated that the number of jobs and training and apprenticeship opportunities
created for Aboriginal people should be measured, as well as whether, and to what extent,
businesses have been able to expand, the number of employees hired who were previously on
social assistance, whether, and to what extent, sales and profit margins increased, and whether
the business was able to gain access opportunities in the international marketplace — indicators
that are not currently being collected and reported upon.
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3.2 Design/delivery

The following section addresses issues surrounding the design and delivery of the PSAB,
including expectations of government departments, compliance mechanisms, and eligibility
criteria.

3.2.1 Expectations of government departments in supporting
the PSAB

To identify the expectations of government departments in supporting the PSAB, documentation
surrounding the PSAB was reviewed. PSAB program staff and senior procurement officers were
asked to describe what federal departments are expected to do in support of the PSAB, and how
these expectations have changed over time to assess the clarity and level of awareness
surrounding these expectations.

The PSAB policy, available on INAC's PSAB website, includes the following statements
surrounding the expectations of federal government departments under the PSAB:

» "all departments and agencies shall initiate or participate in supplier development
activities aimed specifically at Aboriginal businesses™

» "It is essential that contract administrators are familiar with the supply and
qualifications of Aboriginal businesses, especially in regional situations. Federal
departments are expected to lead by example and practice in contracting with qualified
Aboriginal businesses."

» "All departments and agencies are authorized and encouraged to voluntarily set aside
other procurements under the set aside program for Aboriginal business where practical
and cost effective.”

» "Each department and agency with an annual contracting budget in excess of $1.0
million shall develop multiyear performance objectives for contracting with Aboriginal
businesses."

» "Departments must retain for review and audit details of procurements in order to
monitor the success of this policy and to prepare appropriate reports to the Treasury
Board."'®

PSAB program staff and senior procurement officers, asked what government departments are
expected to do in support of the PSAB and how these expectations have changed over time,
generally identified expectations in keeping with the documentation surrounding the Strategy.
Program staff indicated that government departments are expected to be aware of and to make
use of the PSAB, to set targets for Aboriginal procurement, to advocate for the Aboriginal
supplier community, and to actively seek out contracting opportunities with them. Similarly,

18 PSAB - Policy. http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=13706&section=text
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senior procurement officers indicated that they are expected to adhere to the PSAB, to set and
report upon targets for Aboriginal procurement, and to promote the Strategy and Aboriginal
businesses in general. Some senior procurement officers indicated that their departments were
proactive in setting aside contracts for Aboriginal firms, whereas others indicated they did not
make use of set-asides since they did not apply to their departments' contracts and/or because
they were able to meet their targets without doing so. Both program staff and senior procurement
officers generally indicated that expectations have remained unchanged, though some program
officers noted not all government departments have met these expectations.

3.2.2 Compliance mechanisms

Interviews with PSAB program staff and senior procurement officers, as well as the survey of
PSAB coordinators, were used to identify what mechanisms are in place to ensure government
departments comply with the PSAB's requirements, to assess the perceived effectiveness of these
mechanisms, and to solicit suggestions for improving these mechanisms.

PSAB program staff and senior procurement officers indicated that the following help ensure
compliance with the PSAB:

» The PSAB is part of Treasury Board Contracting Policy.

» A member of the PSAB team monitors MERX to ensure appropriate contracts are being
set aside, and contacts contracting officers to inform them when contracts should be set-
aside.

» Government departments establish annual targets for Aboriginal procurement and report
upon their progress with year-end reports provided to Deputy Ministers.

» PSAB staff follow up with departments that have not met their targets to encourage them
to do more to meet the targets the following year or to find out why they have not met
their targets.

While many senior procurement officers indicated these means were effective in ensuring
compliance, program staff indicated a need to strengthen compliance mechanisms. Program staff
suggested tying achievement of the targets to performance pay and indicated there should be
more commitment on the part of Treasury Board Secretariat, ADMs, and the Auditor General to
ensure compliance. Similarly, a few senior procurement officers commented that compliance
could be improved through greater political emphasis, more buy-in and commitment from upper
management, and more follow-up and monitoring of the objectives.

Less than half of PSAB coordinators (43%) indicated that there are effective mechanisms that
ensure compliance with the PSAB; 39% indicated there were no effective mechanisms and 18%
did not know. Those who indicated there were no effective compliance mechanisms in place
were asked what needs to be done to increase compliance. Respondents indicated that
departments have no incentive to comply, that there were no penalties for non-compliance and
that more training for new and existing staff was needed.



Indian and Northern Affairs Canada 18
Summative Evaluation of the PSAB Final Report—March 29, 2007

Asked what mechanisms are in place to encourage their departments to meet their performance
objectives, many PSAB coordinators (29%) did not know or did not respond. Those who did
respond primarily indicated that achieving the performance objectives had been made a priority
and that there were contract stipulations and PWGSC tools in place (see Table 3).

Table 3: What mechanisms encourage your department to meet its performance
objectives with respect to contracting with Aboriginal suppliers? (PSAB
coordinators, n=28)

n %

Belief/made a priority/made routine 5 18%

Contract stipulations/PWGSC tools/registration process 5 18%

Supplier awareness 4 14%

Aboriginal standing offers 3 11%

Advice/training by procurement officers 3 11%

Audits/distribution of results 2 7%

Other 3 11%

DK/NR 8 29%

Note: Respondents could choose more than one answer.

Totals may sum to more than 100%.

In sum, there do not appear to be any coercive means of ensuring government departments
comply with the PSAB or institutionalized penalties for government departments that fail to set
aside contracts when appropriate or that fail to meet their performance objectives. Stakeholder
response suggests the need for sanctions for non-compliance and also implies that offering more
PSAB-related training and fostering commitment to the Strategy among top-level departmental
personnel's might also enhance compliance.

The evaluation of the PSAB completed in 2002 identified the lack of means of enforcing
compliance with the PSAB as an issue and recommended enhancing enforcement of the Strategy.
Following this evaluation, an Interdepartmental Working Group was formed to assist in
revitalizing the PSAB and to explore the evaluation recommendations. The feasibility of
"introducing performance pay penalties as an incentive to senior officials in promulgating the use
of the PSAB among departmental procurement personnel™ was explored by the Working Group,
as well as an ADM-level Steering Committee, but was ultimately rejected in favour of a focus on
a government-wide communications strategy.*®

1 PSAB Performance Report, 2004. Page 16.
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3.2.3 Implementation and support across departments

All lines of enquiry were used to assess the level and consistency of implementation and support
for the PSAB across departments.

PSAB program staff, asked whether managers and contracting officers understand, support, and
make use of the PSAB and whether the PSAB has been implemented consistently across
departments, generally indicated that most managers and contracting officers understand and
support the PSAB. Some do not, however, with turnover presenting a challenge in this regard.
There was disagreement as to whether the PSAB had been implemented consistently across
departments, with some indicating implementation had been consistent and others that it had
been somewhat inconsistent across departments.

Senior procurement officers, asked whether managers and contracting officers within their
department understand, support, and make use of the PSAB, answered in the affirmative for the
most part. However, some noted that not everyone is aware of the PSAB targets and that some
are reluctant to contract with Aboriginal firms as they believe it does not always result in best
value. Others noted the need for more support for the PSAB at the managerial level and a couple
indicated that while people adhere to the requirements of the PSAB, they do not necessarily see
the PSAB as being of much importance.

Very few (7%) of the PSAB coordinators who responded to the survey indicated they were
aware of any instances in which their departments had failed to comply with the PSAB by not
setting aside a contract valued in excess of $5,000 for which Aboriginals were the primary
recipient or where their department had failed to meet their annual target. Similarly, few (11%)
indicated that their department had failed to achieve their annual performance objectives in the
last three years.

PSAB coordinators reported that their departments had undertaken a variety of activities as a
result of the PSAB. Most commonly, these activities involved systems to monitor Aboriginal
procurement, training for contracting officers, and review of procurement and contracting
policies (see Table 4).

Table 4: What activities has your department undertaken as a result of the PSAB? (PSAB
coordinators, n=28)
Activity n %

Systems to monitor Aboriginal procurement 18 64%
Training for contracting officers 18 64%
Review of procurement and contracting policies 17 61%
Internal orientation sessions on Aboriginal procurement 16 57%
Developing communication materials on Aboriginal procurement 13 46%
External orientation session for Aboriginal business 4 14%
Meet with Aboriginal leaders — event, tradeshows®’ 3 11%
Other 1 1%
DK/NR 2 7%
Note: Respondents could choose more than one answer.

Totals may sum to more than 100%.

2 This response was specified under "other" by 11% of respondents.
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The majority (71%) of PSAB coordinators thought that all or most contracting officers within
their department are familiar with the PSAB, whereas 11% thought about half were, 7% thought
some were, and 11% did not know. Coordinators were also asked to characterize the support of
contracting officers within their department toward various parts of the PSAB (see Table 5).
Most PSAB coordinators indicated that contracting officials supported PSAB as a tool to
promote Aboriginal businesses and the monitoring of Aboriginal contracts, but were neutral with
respect to using the set-asides and being proactive in identifying Aboriginal suppliers.

Table 5: Perceived support of contracting officer toward various parts of PSAB (PSAB

coordinators, n=28)
How_would_ you c_haracterize the support of N . Don't

contracting offlc:la_lls in your department toward the Positive Neutral Negative Know
following parts of the PSAB

a. PSAB as a tool to promote Aboriginal 61% 36% 4% -

businesses in general

b. Using the Aboriginal Set-Aside Program 46% 54% - -

c. Monitoring Aboriginal contracts 54% 39% 7% -

d. Being proactive in identifying potential 36% 50% 11% 4%

Aboriginal suppliers

e. Notifying DIAND of set-aside contracts 36% 32% 11% 21%

f. Notifying departmental clients about PSAB 46% 36% 7% 11%

requirements

Both the survey of PSAB coordinators and the survey of material managers indicate there are
discrepancies across departments in terms of the amount of time devoted to the PSAB, the use of
PSAB set-asides, and the perceived level of awareness of the PSAB required among material
managers. The reported number of hours spent by PSAB coordinators on PSAB-related activities
in September 2006 varied, though over half (54%) reported they had spent 5 hours or less,
including 32% who spent one hour or less. Half of material managers (49%) indicated they had
not used the set-aside element of the PSAB within the last year and 1 in 5 (22%) did not know or
did not answer, leaving less than 1 in 3 (29%) who reported having used the set-aside at least
once in the last year. The largest proportion of material managers (43%) indicated their day-to-
day job requires general awareness of the PSAB, while fewer (29%) indicated a moderate level
of familiarity is required. Very few (about 10%) said a high level of familiarity was required, and
a similar proportion said no familiarity whatsoever was required.

The annual departmental performance reports for a select number of government departments of
various sizes (n=9) were reviewed. For some of these departments, reports or data for certain
years was missing or unclear, and there were some inconsistencies in terms of the nature and
form in which the data is reported. Nevertheless, based on the data available, it appears that
compliance with the Aboriginal procurement performance targets under the PSAB has generally
improved over the years. Based on the available data, five of nine departments failed to achieve
their performance targets for either 1998 or 1999 (or both years), whereas only two departments
failed to achieve their performance targets in either 2004 or 2005, while other departments
achieved more than double their targets in these years.
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The 2004 PSAB performance report (the most recent year for which data was available) indicates
that the vast majority of large departments®! are meeting or exceeding their departmental
performance objectives (according to the TBS report for 2004, which excludes credit card
purchases, standing offer call-ups, and amendments). The only exception is PWGSC, whose
2004 objective was $11,400,000, and which achieved $4,461,000 or 39% of this target. The
summed 2004 objective for all other departments was $33,696,865, and the TBS report indicates
that $24,027,000 or 71% of the objective was achieved, though in 2002 and 2003, other
government departments far exceeded objectives. Nevertheless, overall, business volume
directed by government departments and agencies as per the TBS report was more than double
the objective.?

3.2.4 Clarity of PSAB guidelines and criteria

Within the context of PSAB, the term “Aboriginal” includes Status and Non-Status Indians,
Métis, and Inuit who are Canadian citizens and normally reside in Canada.”® The PSAB
eligibility requirements outlined in a Treasury Board Contracting Policy notice in 1996 indicated
that businesses could be a sole proprietorship, limited company, co-operative, partnership, or a
not-for-profit organization. Regardless, they were required to meet the following criteria:

» At least 51% of the firm must be Aboriginal-owned and controlled.

» If the business has six or more full-time staff, at least one-third must be Aboriginal
people.

» For joint ventures/consortiums, at least 51% of the joint venture/consortium must be
owned and controlled by an Aboriginal business or businesses, as defined above. If there
are six or more employees working for the joint venture/consortium, at least one-third
must be Aboriginal people.

» If an Aboriginal supplier or the joint venture is to subcontract part of the requirement, the
Aboriginal component of the work must be maintained. Contractors must certify that an
Aboriginal firm will conduct at least one-third of the value of the work performed under
the contract.*

2 Department of National Defence, Health Canada, PWGSC, Fisheries and Oceans, Canada Revenue
Agency, Correctional Service Canada, Transport Canada, and Canadian Heritage

2 PSAB Performance Report 2004, page 5.

2 The Procurement Strategy for Aboriginal Business — A Primer for Federal Government Procurement, p. 4.
Indian and Northern Affairs Canada.

24 Aboriginal Business Procurement Policy and Incentives (Contracting Policy Notice 1996-2). Available

online at http://www:.ths-sct.gc.ca/Pubs_pol/dcgpubs/ContPolNotices/96-2_e.asp
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Following the evaluation completed in 2002, work was undertaken to further clarify the PSAB
policy. In consultation with CAC, Aboriginal businesses, and an Interdepartmental Working
Group, work was undertaken to clarify the eligibility requirements. A Web Notice was posted on
the PSAB website summarizing clarifications that had been made to the policy and indicating
that the new policy document amalgamated four previously issued Treasury Board Contracting
Policy Notices (CPNs). These clarifications surrounding joint ventures and Aboriginal business
identity, are summarized in Table 6.

Table 6: Summary of revisions to the PSAB polic

Clarifications regarding joint ventures Clarifications regarding Aboriginal identity

» ‘“require written agreements between the parties » “cannot be considered a resource,
involved to substantiate that ownership and contribution or form of consideration in the
control is held (51%) by the Aboriginal firm; calculation of ownership and control;

» Aboriginal firm must demonstrate it has the » The Aboriginal firm cannot be used as a flow-
capacity and resources to do business on its through for the sole purpose of transferring
own but that the joint venture would enhance the funds to a non-Aboriginal firm or used only as
Aboriginal business by providing more a cost-sharing arrangement;
opportunities and expertise; » must provide substantial benefits to

» Aboriginal firm will have the power to make day- Aboriginals which increase and/or support
to-day management decisions related to the joint sustainable development initiatives in
venture project; and Aboriginal communities.”

» Separate records must be maintained by the
Aboriginal firm for operations of the joint
venture.”

Source: PSAB website (http://www.ainc-inac.gc.ca/ecd/ab/psal/index-eng.asp)

The interviews with PSAB program staff and senior procurement officers, as well as the surveys
of PSAB coordinators, material managers, and Aboriginal businesses, were used to assess the
clarity of the eligibility criteria. To assess the appropriateness of the eligibility criteria, PSAB
coordinators were asked to indicate whether any of the eligibility criteria hinder the Strategy's
effectiveness.

PSAB program staff and senior procurement officers were asked whether the clarified PSAB
policy and its guidelines and eligibility criteria are clear and consistent, whether ambiguities
remain, and if so, what has been done to address these ambiguities. Program staff indicated that
the clarified policy and criteria are clearer. But they also indicated there is still a need to clarify
the 33% Aboriginal content requirement, noting that the requirement is that 33% of the value of
the work should be performed directly by Aboriginal people, whereas some suppliers believe that
they are not required to have a certain proportion of the work performed directly by Aboriginal
people, provided they meet the Aboriginal ownership and control requirements. Program staff
noted that a working group had been formed to address issues such as these and that there are
plans to clarify this requirement and to further revise the policy. Any such clarifications will
require a TB Submission.

Several senior procurement officers indicated that they were unaware of the clarifications to the
policy and guidelines or that they had not reviewed them in detail. It is possible that this is in part
due to the fact that the clarified policy, which consolidates four Treasury Board CPNSs, is
available through the PSAB website, but not found under the Contracting Policy notices and
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circulars on the TBS website.?> Some indicated that the policy and guidelines are now clearer
and did not identify any confusion or ambiguity surrounding the eligibility requirements. Others
indicated a need to improve the auditing process, which a couple of contacts indicated to be
unclear, in order to ensure firms are genuinely Aboriginal.

PSAB coordinators, material managers, and Aboriginal businesses were asked about the clarity
of the PSAB’s eligibility criteria. Approximately one third of both PSAB coordinators and
businesses indicated that the eligibility criteria were not clear (see Table 7). The vast majority
(88%) of PSAB coordinators who indicated the eligibility criteria were unclear indicated that the
content requirement for the labour element was unclear. Only 12% of material managers said the
eligibility criteria were not clear, though 44% did not know or did not respond, suggesting they
are not highly familiar with the eligibility criteria, this is not surprising, given that, as previously
noted, most had not made use of the set-asides within the past year. Of the few material
managers that indicated that the eligibility criteria were unclear, 65% indicated that the
requirement for Aboriginal ownership and control was unclear and 53% indicated that the
content requirement for the labour element was unclear.

PSAB coordinators and material managers were also asked about the clarity of the revised PSAB
guidelines and policy. The largest proportion of material managers (50%) did not know whether
the PSAB policy and guidelines were clear. This again suggests that many material managers are
not highly familiar with the PSAB guidelines and policy or may not have been aware that the
policy was recently clarified. As previously noted, many material managers indicated their day-
to-day job requires only a general awareness of the PSAB. The few material managers that
indicated the policy and guidelines were unclear most commonly indicated that more details
were required regarding joint ventures. Most PSAB coordinators (54%) indicated the policy and
guidelines were clear, while 1 in 4 (25%) indicated they were not clear (see Table 7).

Table 7: Perceived clarity of PSAB eligibility criteria and guidelines/policy
PSAB eligibility criteria PSAB policy/guidelines
PSAB Material Businesses PSAB Material
Coordinators Managers (n=92) Coordinators Managers
(n=28) (n=144) - (n=28) (n=144)
Clear 61% 44% 53% 54% 42%
Not clear 29% 12% 30% 25% 8%
DK/NR 11% 44% 16% 21% 50%
Note: Totals may not sum to 100% due to rounding.

PSAB coordinators were questioned whether any of the PSAB's eligibility criteria hinder the
Strategy's effectiveness in increasing Aboriginal business participation in the awarding of
contracts by federal departments and agencies, in response, 1 in 5 (21%) said yes (50% said no
and 29% did not know). Those who indicated that the PSAB's eligibility criteria hindered its
effectiveness (n=6) were asked what changes should be made to the criteria to enhance the
Strategy's effectiveness. The most common suggestion, made by 5 of these 6 respondents, was to

> The PSAB website indicates: "Please note that although this new version of the policy is now administered

on INAC’s web site, it is still a Government of Canada policy, under the authority of the Treasury Board
Secretariat."
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change the content requirement for the labour element to be carried out by (an) Aboriginal
firm(s), which is currently 33%. The questionnaire did not ask these respondents to indicate what
they thought the content requirement should be changed to, as this question is more appropriately
explored in a forum that allows for discussion and for the provision of contextual qualitative
information, than through a quantitative method such as a survey questionnaire.

In summary, the findings indicate that, in spite of the recent clarifications to the policy,
ambiguities remain, particularly surrounding Aboriginal content requirements, and there is a
continuing need to clarify the PSAB policy and eligibility requirements.

3.2.5 Mechanisms to ensure businesses meet eligibility
requirements

All lines of enquiry were used to identify the mechanisms in place to ensure that businesses meet
the PSAB eligibility requirements and to assess the effectiveness of these mechanisms.

PSAB program staff and senior procurement officers were asked what mechanisms are in place
to ensure businesses meet the eligibility requirements, whether these mechanisms are effective,
and how they could be improved. They noted that pre-award and post-award audits are
conducted by Consulting and Audit Canada (CAC), with mandatory pre-award audits for
contracts over $2 million and random audits conducted for those under $2 million. INAC tracks
audits conducted to avoid auditing the same firms repeatedly. In cases in which no audits are
conducted, the PSAB relies upon self-certification of eligibility. According to program staff, if
ineligibility is revealed during a pre-award audit, the contract is generally not awarded to that
particular firm, but if ineligibility is revealed during a post-award audit, there is often little to be
done if the work has been completed. This is confirmed in "PSAB — Guidelines for
Buyers/Government Officials”, which indicates with respect to pre-award audits: "If an audit
indicates that the best-assessed bidder is not in compliance with the 'Requirements for the Set-
Aside Program for Aboriginal Business' the contracting authority will consider the bid non-
compliant. The next best-assessed bidder would be awarded the contract if the bid meets the
required conditions."?® If ineligibility is revealed during a post-award audit, however, "it is the
responsibility of the contracting authority to apply any disciplinary measures as allowed in the
TBS Contracting Policy".?’

A couple of program staff indicated circumstances might change between the pre-award audit
and the start of the contract, raising concerns that pre-award audits are not always effective.
Program staff generally indicated a need to improve these mechanisms, noting it would be useful
if INAC had possession and control of a database of pre-qualified Aboriginal suppliers.

Senior procurement officers indicated that pre-award and post-award audits are conducted to
determine eligibility, with many reporting they assumed these mechanisms were effective, but
were unsure since they were not directly involved in the auditing process. A few senior

2 PSAB - Guidelines for Buyers/Government Officials. Section 7.2.2. Available online at http://www.ths-

sct.gc.ca/pubs_pol/dcgpubs/contpolnotices/97-6-eng.asp
PSAB - Guidelines for Buyers/Government Officials. Section 7.3.2. Available online at http://www.tbs-
sct.gc.ca/pubs_pol/dcgpubs/contpolnotices/97-6-eng.asp
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procurement officers specified firms are also required to certify that they are Aboriginal. One
contact stated that pre-award audits are more effective than post-award audits, while, in contrast,
another senior procurement officer believed that large firms should be repeatedly audited post-
award on a contract-by-contract basis. The "Guidelines for Buyers/Government Officials"
indicates that INAC is ultimately responsible for verifying the eligibility of bidders, but notes
that the requisitioning office or contracting authority may request verification if they wish to do
so; however, some respondents indicated they never requested audits because they were unclear
as to the process and it seemed to be a lot of work. Similarly to PSAB program staff, some senior
procurement officers indicated there should be a list of pre-qualified Aboriginal suppliers, with a
few unsure whether or not such a list already existed.

INAC provided data on the eligibility audits conducted for the PSAB between 1997 and 2005,
which are presented in Table 8. In most years, more pre-award than post-award audits were
conducted. The total percentage of non-compliant audits ranged from 8% to 33% in these years.
No data was made available regarding how non-compliant audits were handled, since, as
previously noted, these decisions ultimately rest with the purchasing department. Similarly, no
data was available to determine whether or not there were firms that repeatedly or habitually
failed audits who continued to be awarded federal contracts under the PSAB — if this were
occurring, it would, of course, be a threat to the credibility and effectiveness of the PSAB in
enhancing Aboriginal business development. The evaluation completed in 2002 recommended
that the monitoring and enforcement of Aboriginal content criteria, in particular, be improved; as
such, work was undertaken to clarify the Aboriginal content requirements. However, it does not
appear that this work further elaborated sanctions for non-compliance. As such, there remains the
potential to increase transparency surrounding the audit process and to institutionalize
consequences for non-compliance, which might reassure Aboriginal businesses that the set-aside
award process is fair and that there are appropriate measures being taken against those who
attempt abuse under the PSAB.

Table 8: PSAB audit activity 1997-2005

Pre-award Post-award Total
# audits Non-compl(i)ant # audits Non-compliant # audits Non-compliant
n % n % n %

1997 6 1 17% 10 2 20% 16 3 19%
1998 24 4 17% 15 1 7% 39 5 13%
1999 7 1 14% 17 2 12% 24 3 13%
2000 51 3 6% 22 6 27% 73 9 12%
2001 36 3 8% 4 1 25% 40 4 10%
2002 70 4 6% 5 2 40% 75 6 8%
2003 64 10 16% 7 0 0% 71 10 14%
2004 11 2 18% 2 0 0% 13 2 15%
2005 9 3 33% 9 3 33% 18 6 33%

Source: INAC

Nearly half (44%) of businesses surveyed indicated that their firm had undergone at least one
pre- or post-award audit of their eligibility for contracts under the PSAB. Of these, most reported
they had been audited once (55%) or twice (18%).
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3.2.6 Challenges in supporting and implementing the PSAB

Both the interviews with the senior procurement officers as well as the surveys of PSAB
coordinators and material managers were used to identify challenges faced by departments in
supporting and implementing the PSAB.

Senior procurement officers, asked what challenges contracting managers in their departments
face in supporting the PSAB, noted lack of buy-in and awareness from some line managers and
procurement officials. They indicated that the objectives of the PSAB sometimes seem
contradictory with initiatives focused on saving money, such as The Way Forward, resulting in
the belief among some managers that setting aside contracts under the PSAB is not conducive to
achieving best value. A couple noted issues surrounding lack of Aboriginal capacity in certain
fields, with one senior procurement officer noting it is difficult to assure best value when there is
only one Aboriginal firm with the capacity to complete a particular contract and others noting it
can be challenging and time-consuming to ascertain whether there is Aboriginal capacity in
particular areas. There is sometimes reluctance to contract Aboriginal firms for services in
particular. One senior procurement officer remarked that unclear audit recommendations do not
provide definitive answers as to eligibility, thus presenting a challenge. Another commented that
certain purchasing and reporting processes and conventions, such as attributing purchases to the
section that does the purchasing rather than the section for which the purchase is intended, and
the fact that PWGSC makes purchases on behalf of government departments in certain domains,
results in confusion in some cases as to who is ultimately responsible for Aboriginal
procurement.
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As shown in Figure 2, for the most part, PSAB coordinators and material managers did not
indicate challenges in adhering to the PSAB. For the most part, results from the groups were
consistent, given that the three issues that were most commonly identified as challenges were the
same: upholding competition among firms; promoting best value for money; and, encouraging
more firms to bid on work. However, a greater proportion of material managers indicated that
adhering to the PSAB had created challenges with respect to encouraging more firms to bid on
work (29% of material managers compared to 14% of PSAB coordinators).

Coordinators and Managers: Challenges in adhering to PSAB

. . . 29%
Upholding competition among firms
0
0
Promoting best value for money
6%
Encouraging more firms to bid on work
29%

Maintaining openness and transparency in the bidding process

Executing contracts quickly

Ensuring quality of goods and services

Meeting other obligations required for federal procurement

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

|I:|Coordinators (n=28) @ Material Managers (n=144) | % yes

Figure 2

About half of PSAB coordinators indicated that a lack of contracts suitable for Aboriginal
suppliers and a lack of resources to promote opportunities to Aboriginal businesses constituted
barriers in implementing the PSAB, though less than one fifth (18%) each indicated these were
major barriers. Most (50%) indicated the need to meet other contracting objectives did not
constitute a barrier; of the one third (32%) that indicated this was a barrier, most indicated it
constituted a minor barrier.

As previously noted, senior procurement officers noted that lack of buy-in and awareness from
some line managers and procurement officials were challenges. The low response rate to the
survey among material managers in spite of two reminders and the provision of two options for
completing the survey (electronically or on paper) similarly suggest that discontent, or at best,
indifference or lack of awareness of the PSAB on the part of a number of material managers may
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have also been a significant challenge in supporting and implementing the PSAB. The evaluation
completed in 2002 experienced similar challenges with respect to low response rates, and
ultimately recommended that a renewed Government of Canada commitment to the strategy be
obtained via a presentation to the Deputy Ministers' Committee on Aboriginal Policy (DMCAP)
or another suitable forum; however, this activity was postponed and does not seem to have taken
place, and the introduction of performance pay penalties, which was also explored as an option
for enhancing senior officials' commitment to fostering the use of the PSAB among their
departmental procurement personnel, was ultimately rejected.

3.3 Impact/success

The following section addresses PSAB’s impact and success, including the extent to which it has
achieved its expected outcomes, unintended outcomes that have been observed, and differences
in impact across sectors and locations.

3.3.1 Roleinincreasing Aboriginal business participation in
federal contracting and business growth and
development

The interviews with PSAB program staff and senior procurement officers, as well as the survey
of Aboriginal businesses were used to gain insight into how PSAB had increased Aboriginal
business participation in the awarding of contracts by federal departments and the extent to
which PSAB had contributed to Aboriginal business growth and development.

PSAB program staff, asked how PSAB had increased Aboriginal business participation in the
awarding of contracts by federal departments and agencies, and to what extent PSAB has
contributed to Aboriginal business growth and development, indicated that the PSAB had
definitely increased the number of Aboriginal businesses doing business with the federal
government. They noted that the number of Aboriginal businesses in Canada had grown tenfold
since the implementation of the PSAB in 1996, with Aboriginal businesses now represented to
some extent in virtually all sectors of the economy. PSAB program staff believe that some
companies established around the same time as the PSAB might not have been successful had it
not been for the Strategy. Some noted that the fact that there are now fewer set-aside contracts
indicated that Aboriginal firms have become more successful in the open market and that
anecdotal evidence and “success stories” support the notion that PSAB greatly contributed to
Aboriginal growth and development. Program staff acknowledged, however, hard data available
to support these claims is lacking, and indicated more needs to be done to measure the PSAB’s
impacts.

Senior procurement officers, asked how the PSAB had increased Aboriginal business
participation within their departments, mostly indicated this had been accomplished through the
setting of targets, and though the majority indicated targets had been met primarily or
exclusively through incidental procurement rather than through set-asides, some indicated that
their department had promoted and made use of set-asides. Some noted they had seen a dramatic
increase in the number of Aboriginal firms participating in government procurement and winning
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contracts under open competition, though one contact noted that commitment to the PSAB had
waned recently due to a need to focus on other priorities.

Asked to what extent the PSAB had enhanced the profitability of their business, over one third
(36%) of Aboriginal business survey respondents indicated to some extent, whereas one third
(32%) indicated it had not at all enhanced profitability, and one quarter (24%) indicated it had
enhanced the profitability of their business to a great extent.

3.3.2 Achievement of expected direct and indirect impacts

The document review and the database assessment were used to assess the achievement of the
PSAB’s expected direct and indirect impacts; however, little supporting data was found to be
available in this regard. As such, the survey of Aboriginal businesses that received contracts
under the PSAB constitutes an important data source as to the impact of the PSAB. In addition,
PSAB program staff, senior procurement officers, and PSAB coordinators were asked to provide
and support their assessments of the extent to which the PSAB had achieved its expected direct
and indirect impacts.

Though data supporting the achievement of most expected impacts is lacking, the increase in the
number and value of federal contracts awarded to Aboriginal firms following the inception of the
PSAB is well documented. As shown in Table 9, though the number of contracts and the dollar
value of the contracts have fluctuated in recent years, they were significantly higher in 2004 than
in 1997.

Table 9: Number of contracts and dollar values awarded to Aboriginal-owned
firms (1997 to 2004)
Year Dollar value ($000) Number of contracts

1997 44,474 3,233
1998 85,381 8,741
1999 112,037 11,118
2000 136,379 9,066
2001 262,619 16,521
2002 253,242 13,762
2003 487,325 8,156
2004 244,912 5,980
Source: PSAB Performance Report (INAC)

Table 10 shows that contracts with Aboriginal firms awarded by PWGSC have increased from
$32 million in 1996 to $401 million in 2006. The share of PSAB in awards to Aboriginal firms
has fluctuated from a high of 72% in 1998 to 6% in 2006 (discounting the start-up year).
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Table 10: Value of contracts awarded by PWGSC to Aboriginal businesses by year (in
1996 constant $)

Award year non-PSAB PSAB Total %PSAB
1996 $31,955,411 $97,420 $32,052,831 .3%
1997 $50,180,835 $7,126,569 $57,307,404 12%
1998 $16,705,470 $42,144,783 $58,850,253 72%
1999 $38,545,226 $21,137,260 $59,682,486 35%
2000 $77,499,161 $65,312,622 $142,811,783 46%
2001 $139,751,874 $123,534,049 $263,285,923 47%
2002 $292,119,951 $49,353,813 $341,473,764 14%
2003 $391,766,873 $66,983,572 $458,750,445 15%
2004 $206,930,064 $38,471,873 $245,401,937 16%
2005 $242,850,508 $63,880,637 $306,731,145 21%
2006* $376,930,031 $24,323,021 $401,253,052 6%
Total $1,802,413,733 $498,311,782 $2,300,725,515
* Projected (based on 10 months of data)

Table 10 shows that the PSAB has a declining proportion of total Aboriginal contracting, having
peaked in 1998, and suggests that the set-aside contracts under the Strategy have become less
important in supporting the activity of Aboriginal businesses in federal contracting.
Unfortunately, only data on the contracting activity of PWGSC was available for analysis.

Table 11 shows the number and percentage share of contracts that were awarded to Aboriginal

compared to non-Aboriginal firms of all the contracts awarded by PWGSC between 1996 and
2006.?% The table indicates that the proportion of contracts awarded to Aboriginal firms was
negligible (less than 1%) in 1996, but increased to 4% by 2003 and has remained at this
proportion since then. Similarly, the proportion of contracting dollars to Aboriginal firms, which
was negligible in 1996 and 1997, has increased to 5% in 2006, though the proportion has
fluctuated somewhat in recent years.

Table 11: PWGSC's Aboriginal vs. Non-Aboriginal Procurement (1996-2006)
Documents (Original & Amendment) Dollar value
vear Aboriginal Non-Aboriginal Aboriginal Non-Aboriginal
4 % of 4 % of $ % of $ % of
total total ($000) total ($000) total
1996 289 0% | 70,297 100% | $30,512 0% $7,901,005 100%
1997 311 1% | 60,745 99% | $30,355 0% $7,186,383 100%
1998 382 1% | 47,611 99% | $68,668 1% | $11,566,968 99%
1999 410 1% | 53,802 99% | $64,498 1% $8,960,666 99%
2000 871 1% | 59,363 99% | $139,207 2% $8,237,198 98%
2001 1,390 2% | 61,232 98% | $292,402 3% | $11,325,173 97%
2002 2,210 3% | 62,271 97% | $268,738 2% | $11,385,233 98%
2003 2,230 4% | 59,364 96% | $527,490 4% | $12,176,473 96%
2004 2,504 4% | 60,031 96% | $342,265 2% | $18,352,057 98%
2005 2,768 4% | 62,852 96% | $470,649 3% | $14,263,469 97%
2006 2,335 4% | 50,806 96% | $425,179 5% $7,435,912 95%

Source: PWGSC, Acquisition Information Service (AIS) Business Volume data
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Please note that the data in Table 11 was provided directly by PWGSC, whereas the data in Table 10 was

computed by PRA.
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The most direct assessment of the impacts of the PSAB is provided through the survey of
businesses that received contracts under the Strategy. Only one-third (33%) of business
respondents indicated that their business had experience contracting with the federal government
prior to the start of the PSAB in April 1996, though nearly one-third (30%) indicated this was not
applicable since their business had not been in existence that long.

Businesses were asked to indicate how many contracts their firm had been awarded as set-asides,
under open competition, and in total within the past two years. The results, presented in

Table 12, included a significant proportion that did not know or did not respond to these
questions.

Table 12:  Number of contracts awarded to firms in the past two
years (Businesses, n=92)

As set-asides Under open Total federal
competition contracts
None 25% 24% 15%
1-2 26% 16% 15%
3-4 9% 2% 7%
5+ 15% 13% 24%
DK/NR 25% 45% 39%

Source: Self-reported data from the Aboriginal business survey

Businesses were also asked to indicate what percentage of their revenue within the last two years
had been due to the PSAB set-asides. Just over one quarter (26%) indicated that 0% of their
revenue was due to PSAB set-asides, while nearly one tenth (9%) indicated that 100% of their
revenue had been due to PSAB set-asides and one seventh (15%) did not respond. The median
was 13% and the mean was 31%. This suggests that there are, as speculated, some firms that
have become highly reliant upon the PSAB. But it is more common for firms that received at
least one contract under the PSAB since the Strategy’s implementation to have no reliance
whatsoever upon the PSAB for revenue. Businesses were asked about the nature of their
contracts and revenue for the last two years only to minimize the potential for inaccurate data
due to respondents being unable to recall this information accurately. However, many of the
respondents did not provide this data. In order to assess the long-term impact of an intervention,
a longitudinal study, with repeated testing, is most effective and informative. The data collected
surrounding PSAB-related revenue and contracts provides a snapshot of the impact in this regard
over the past couple of years, but does little to assess the long-term impact.

To help assess the more long-term impact the PSAB has had upon businesses that received at
least one contract under the PSAB since the implementation of the Strategy, business
respondents were asked to indicate the overall impact the PSAB had had on a number of aspects
of their businesses. This constitutes self-reported data directly from businesses as to the extent to
which the PSAB is achieving its expected impacts. As shown in Figure 3, the three most positive
reported impacts of the PSAB were firms' ability to compete for federal government contracts
and the number and value of federal contracts awarded to the firms, with over half of
respondents indicating that the PSAB had had very or somewhat positive impacts in these areas.
Close to half also indicated that the PSAB had positively impacted job creation within their firm
and their firm’s capacity to undertake larger contracts. About 4 in 10 indicated PSAB had had a
positive impact on employment stability within their firms, their firms’ ability to win contracts at
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other levels of government, and the number and quality of partnerships between their firms and
non-Aboriginal businesses.

Most positive reported impacts of PSAB for firms (Businesses, n=92)

I T T
Your firm's ability to compete for federal gvt. contracts 40%
1 | ] ]
# of federal contracts awarded to your firm 33%
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Your firm's capacity to undertake larger contracts 21% 26%
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Figure 3
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Figure 4 shows areas in which firms were less likely to report that the PSAB had had a positive
impact. Only about one third of respondents indicated that PSAB had positively affected
investment in their firms, their firms’ ability to win non-government contracts, their firms’
ability to acquire loans and other financing, and the amount of administrative work required to
undertake government contracts. Over one fifth (22%) indicated the PSAB had had a negative
impact on the amount of administrative work required, with some specifying that the paperwork
and administrative requirements for the PSAB were time intensive. The least reported positive
impact of the PSAB (23%) was the ability of firms to develop product lines to meet new
demands.

Least positive reported impacts of the PSAB for firms (Businesses,
n=92)
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Figure 4

The results of the business survey indicate that over half of respondents thought that PSAB had
positively affected their ability to compete for federal government contracts, as well as the
number and value of contracts awarded to their firms. Still, approximately 4 in 10 respondents
did not indicate that they had benefited from the PSAB in these ways, and it is possible, the
survey respondents may not be reflective of the sample as a whole, as it is quite possible that
those who reaped the most benefits from the PSAB would have been more inclined to respond to
the questionnaire than those who did not think they had benefited from the Strategy.
Furthermore, these three areas were the only ones that over half of survey respondents indicated
as having been positively affected by the PSAB. For all other impacts, less than half of survey
respondents reported that the PSAB had a positive impact, and it appears that, for the most part,
the expected indirect impacts of the PSAB have not come to fruition, given that only about one-
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third or less of business respondents reported that the PSAB had positively affected things like
investment in their firms, their firms' ability to win non-government contracts, and the ability of
their firms to develop product lines to meet new demands.

Business respondents were asked to indicate the number of full and part-time jobs that had been
created for Aboriginal and non-Aboriginal people as a result of contracts awarded to their firm
under the PSAB. As shown in Table 13, although sizeable proportions of respondents did not
provide this information or indicated that no jobs had been created, about one third of
respondents indicated that full time and/or part time jobs for Aboriginals had been created as a
result of the PSAB.

Table 13: Number of jobs created as result of PSAB (n=92)
Full time jobs created Part time jobs created
For For Non- Total For For Non- Total
Aboriginals | Aboriginals Aboriginals | Aboriginals

None 22% 25% 36% 25% 22% 34%
1-2 12% 10% 10% 14% 7% 14%
3-4 4% 4% 5% 5% 5% 1%
5+ 15% 4% 18% 10% 1% 17%
DK/NR 47% 57% 30% 46% 62% 30%

Business respondents were also asked their opinions as to the impact of the PSAB upon
Aboriginal businesses and communities generally (see Figure 5, next page). Generally, a
significant proportion of respondents (between over one quarter to nearly one half) did not know
the impacts or indicated they did not believe there were any impacts (in most cases about one
fifth). Approximately 4 in 10 believed that the PSAB had positively impacted awareness of
Aboriginal businesses within the federal government, dependency on social assistance within the
Aboriginal population, the number of profitable Aboriginal-owned businesses, the rate of
employment within Aboriginal communities, and awareness among Aboriginal businesses of
procurement opportunities in the federal government. They were slightly less inclined to believe
that the PSAB had positively impacted the overall prosperity of Aboriginal communities, the
ability of Aboriginal firms to attract and retain qualified Aboriginal employees, the pool of
qualified Aboriginal candidates, and particularly, the ability of Aboriginal firms, in remote
locations, to do business with the federal government.
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Impacts of PSAB on Aboriginal businesses and communities (Businesses,

n=92)
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Figure 5

PSAB program staff and senior procurement officers were asked to what extent PSAB has
achieved its expected direct and indirect impacts. Program staff noted that while there is data to
support a few of the expected direct impacts, such as increases in the numbers and values of
contracts awarded to Aboriginal businesses and in the number of Aboriginal firms competing for
and winning contracts, there are large discrepancies between the expected impacts and the
current performance data being collected. While anecdotal evidence (e.g. the profiles of
successful Aboriginal businesses presented in PSAB performance reports) appears to indicate
that capacity has improved and that more partnerships are being formed, clear data is lacking.
Most program staff indicated that there was no data available regarding the expected indirect
benefits. Furthermore, they stated that counting standing offers for which there have not been
call-ups can be misleading.

Senior procurement officers were asked to what extent contracting by their department had
assisted the PSAB in achieving its expected direct and indirect outcomes. A couple of officers
were unsure about the extent to which some expected impacts, such as increased opportunities in
other markets and the development of new product lines, were being achieved. Some indicated
that there had been a positive impact on the number of firms competing for and winning
contracts, as well as the value of the contracts. They also believed that some of the indirect
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expected impacts would have followed as a result of this, although they did not have data
available to confirm it. One person noted that some strong joint ventures with genuine
commitments had been observed, which had led to stronger Aboriginal businesses. A couple of
contacts indicated that the number of Aboriginal firms had increased, and that these firms are
now better promoting themselves to the public sector, although a couple of other contacts
guestioned how much impact government procurement alone could have, noting that there was
not very much variety in the types of goods being purchased from Aboriginal suppliers.

PSAB coordinators generally believed that the PSAB had had at least somewhat positive
impacts:

» The vast majority (86%) believed PSAB had positively influenced the number of
Aboriginal firms competing for contracts, most of whom indicated the PSAB had a
somewhat positive impact in this regard.

» Over four-fifths (82%) believed the PSAB had positively influenced the number of
contracts awarded to Aboriginal firms, including over one third who indicated PSAB had
had a very positive impact; nearly the same proportion (79%) indicated the PSAB had
positively influenced the value of contracts awarded to Aboriginal firms, including one
quarter who indicated PSAB had had a very positive impact.

» Three-quarters believed PSAB had positively influenced the number of Aboriginal firms
winning federal government contracts, including one quarter who indicated this had been
a very positive impact.

» Six-tenths (61%) believed the PSAB had positively influenced the extent to which
Aboriginal businesses are developing product lines to meet new demands, the vast
majority of whom believed this had been a somewhat positive impact; one third (32%)
did not know. The same proportion (61%) believed the PSAB had had a positive impact
upon the capacity of Aboriginal firms, including one quarter who believed this had been a
very positive impact.

» Over half (57%) believed the PSAB had had a positive impact upon investment in
Aboriginal firms and business start-ups, while nearly one third (29%) did not know. A
similar proportion (54%) indicated the PSAB had positively impacted opportunities for
Aboriginal firms in other markets, while over one third (36%) did not know.
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3.3.3 Unintended outcomes

Interviews with PSAB program staff and senior procurement officers were used to explore
whether there had been any unintended outcomes, either positive or negative, as a result of the
PSAB. In particular, the interviews were used as an opportunity to explore the extent to which
key informants think that "shell companies” and illegitimate joint ventures have proliferated as a
result of the PSAB.

PSAB program staff were asked whether any unintended outcomes, positive or negative,
occurred as a result of the PSAB. They noted the following unintended outcomes:

» Shell companies and illegitimate joint ventures- While some did not think that shell
companies posed a large problem, others noted that shell companies are not being
appropriately penalized for their dishonesty.

» Reliance upon set-asides- Some program staff noted that some Aboriginal firms have
come to rely upon the set-asides, which impedes their growth.

» Small Aboriginal businesses have difficulty competing- It was noted that small
Aboriginal businesses sometimes have difficulty competing with larger, more established
Aboriginal businesses for PSAB set-asides.

» Confusion surrounding Aboriginal content- A couple of program staff noted that the
confusion surrounding how to define Aboriginal content had been a negative unintended
outcome.

» Frustration with government bureaucracy- A couple of program staff noted that one
negative intended outcome was frustration with government bureaucracy on the part of
Aboriginal businesses.

» More positive relations between the federal government and Aboriginal businesses-
On the other hand, a couple of program staff indicated that a more positive rapport
between government and Aboriginal businesses had developed as a result of the PSAB.

Senior procurement officers, asked whether any unintended outcomes, positive or negative,
occurred as a result of the PSAB and whether their department had requested eligibility audits
for any companies receiving contracts under the PSAB (such as suspected shell companies),
generally did not identify any unexpected impacts. Many indicated that shell companies had not
been a problem for their department, though some noted this was in part because their
department seldom if ever used set-aside contracts. Others indicated that shell companies were of
some concern, but some indicated that they did not request eligibility audits because they
assumed that, under standing offers, firms were pre-qualified, because they were under the
impression that audits were being conducted regardless, or because, as previously indicated, they
found the auditing process unclear.



Indian and Northern Affairs Canada 38
Summative Evaluation of the PSAB Final Report—March 29, 2007

3.3.4 Impacts across sectors and locations

The database assessment, as well as the survey of Aboriginal business and interviews with PSAB
program staff was used to assess the differences in the impact of the PSAB across locations and
industry sectors and to gain insight into whether there are certain types of Aboriginal businesses
that the PSAB has failed to help.

The database assessment indicated half of all PSAB vendors (47%) were located in either
Manitoba or Ontario, while one-fifth (22%) were from Quebec or Alberta. Non-PSAB vendors
were somewhat more evenly distributed throughout the country. Ontario had the largest share
(27%), while British Columbia, Alberta, Quebec, and Manitoba all had between 11% and 13%
each of the non-PSAB vendors. Both PSAB and non-PSAB vendors fell into a variety of industry
sectors. The construction industry was most prominent, with 12% of PSAB vendors and 14% of
non-PSAB vendors. For 23% of PSAB vendors, the Industry Sector Description was classified as
“Unknown.”

The vast majority (79%) of business survey respondents indicated that they are located within
100 km of an urban centre of 5,000 people or more. Nearly half (46%) indicated they are located
in an urban centre, while just over one-third (34%) indicated they were located on reserves.
Similarly to the database assessment, the construction industry was the most prominently
represented sector (28%), followed by manufacturing (20%).%°

PSAB program staff were asked whether they believe differences in impacts exist across sectors
and locations, and whether there are certain types of Aboriginal businesses PSAB has failed to
help. Some were unsure, noting a lack of data, whereas a few noted that urban firms, and
particularly those in the National Capital Region, tend to benefit the most, but indicated that this
is to be expected given most sourcing is out of Ottawa. A couple indicated that demand for IT
products and services was high, but generally the PSAB was seen as being less successful in the
medical field, as well as in the architectural, engineering, and surveying fields. PSAB program
staff see a continuing need to build Aboriginal capacity in general, as well as in the skilled
trades. It was noted that the government tends to do construction through large, established non-
Aboriginal companies, many of whom are reluctant to hire Aboriginal employees due to negative
stereotyping. As such, it was reported the PSAB has done little to help Aboriginal plumbers,
carpenters, electricians, and cooling and refrigeration technicians.

29 Respondents could choose more than one industry sector.
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3.3.5 Trends in number and dollar value of contracts awarded
to Aboriginal businesses

As shown in Table 14, in recent years, the dollar value, and more notably, the number of
contracts awarded to Aboriginal-owned firms has declined. PSAB program staff were asked
what accounts for the recent decline in the number and dollar value of contracts awarded to
Aboriginal businesses. Some indicated these trends in part reflect a decline in federal spending
and a shift from awarding many small contracts to awarding a smaller number of large contracts
through standing offers. Some also indicated that the number of firms winning contracts under
open competition has increased, and a couple noted that the data can be misleading because it
sometimes excludes credit card purchases and purchases made directly by departments. A couple
of program staff, however, attributed the recent decline in the number and dollar value of
contracts awarded to Aboriginal businesses to a diminishing commitment to PSAB and to
Aboriginal procurement on the part of government departments, as well as to turnover in the
management of the Strategy that had occurred.

Table 14: Number of contracts and dollar values awarded to Aboriginal-owned
firms (2001 to 2004)

Year Dollar value ($000) Number of contracts
2001 262,619 16,521
2002 253,242 13,762
2003 487,325 8,156
2004 244,912 5,980

Source: PSAB Performance Report (INAC)

The PWGSC data presented in Section 3.3.2 (Table 11) confirms that there was a significant
drop in the dollar value of Aboriginal procurement from 2003 to 2004, but indicates that there
was a recovery in 2005 and 2006.

The nature of Aboriginal procurement has changed over the years. The document review
indicates that, as shown in Table 15, though the number of set-aside contracts valued at greater
than $25,000 has declined after peaking in 2001, the number of incidental contracts (non-set
aside contracts awarded to Aboriginal businesses) was at an all time high in 2004 (the most
recent year for which data was available). The data in Table 15, as well as the PWGSC data
presented in Table 10, indicate that set-aside contracts under the PSAB represent a decreasing
proportion of Aboriginal contracting, whereas incidental procurement to Aboriginal firms has
become increasingly prominent.

Table 15: Set-aside vs. Incidental Contracts Valued at Greater
Than $25,000
Year # Set-Aside # Incidental

1997 148 91
1998 214 126
1999 184 361
2000 184 248
2001 232 311
2002 204 625
2003 187 570
2004 194 697
Source: PSAB Performance Report, 2004 (INAC)
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34 Cost-effectiveness/lessons learned/alternatives

The following section presents key informant perceptions of the cost-effectiveness of the PSAB,
as well as lessons learned to date and alternative means of achieving the PSAB’s objective.

3.4.1 Costs of delivering and complying with the PSAB

Given that the PSAB does not have dollars directly attached to it, interviews with PSAB program
staff and senior procurement officers were used to ascertain the types of costs involved in
delivering and complying with the PSAB.

PSAB program staff, asked what the costs, human and financial, are of delivering the PSAB,
generally indicated that overall, the cost is small. Costs include human resources (10 people
across the regions and 10 people in headquarters in Ottawa), putting together publications and
having material translated, and an MOU with Consulting and Audit Canada (CAC) under which
the eligibility audits, of a minimum cost of $100,000 per year, are conducted. Other costs include
the cost of bringing together and accommodating PSAB coordinators for conferences, and the
transportation and accommodation costs involved when PSAB staff travel to deliver
presentations. Program staff noted there are no dollars attached to PSAB, in that no funding from
Treasury Board is provided for the Strategy, but rather, the PSAB is now funded with internal
INAC resources.

Senior procurement officers generally indicated the costs of complying with the PSAB are
minimal, though some noted costs related to time spent educating and providing guidance to
procurement officers, preparing statistics and reports, attending CAC debriefings, and
undertaking promotional activities. Senior procurement officers also indicated that sometimes,
when a set-aside competition fails to yield compliant bids and the contract must be re-tendered,
two RFP processes must be undertaken, which involves extra time and costs. A couple of
contacts indicated that prices are sometimes higher (one person estimated them to be 5-10%
higher) under PSAB set-aside contracts than they would be under competition.

3.4.2 Consistency with Treasury Board Contracting Policy

Interviews with PSAB program staff and senior procurement officers were used to ascertain what
inconsistencies, if any, there are between the PSAB and Treasury Board Contracting Policy.

PSAB program staff and senior procurement officers were asked whether there were any
challenges in ensuring the PSAB is consistent with Treasury Board (TB) Contracting Policy. A
couple of program staff did not perceive any challenges, while others noted confusion regarding
the definition of Aboriginal content and tension between the PSAB and goals surrounding value
for money embodied, in particular, by the PWGSC initiative The Way Forward. Under The Way
Forward, 10 categories of goods and services had to be purchased by PWGSC under mandatory
standing offers and the threshold at which the Procurement Review Committee could review
contracts was raised from $2 million to $5 million, reducing opportunities to advocate on behalf
of Aboriginal businesses. According to program staff, the standing offer criteria under The Way
Forward, which were incorporated into TB Contracting Policy, focused upon volume-based
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price reductions and widespread business presence, and were detrimental to Aboriginal
businesses and small businesses in general. In fact, due to the negative response from small and
medium-sized businesses, alternative cost-saving strategies in lieu of The Way Forward are now
being considered. It was noted that PSAB is expected to align with TB policy, and that
substantive changes to the Strategy can only be made via a Memorandum to Cabinet (MC).

About half of the senior procurement officers did not perceive any tensions between PSAB and
TB Contracting Policy, while others indicated that there is sometimes tension between
supporting Aboriginal firms and getting the best value for money, favouring the free market,
giving equal opportunity to all businesses, and respecting trade agreements. Nevertheless, a
couple of senior procurement officers noted that this is an inherent tension and akin to the
tensions between green procurement and these values. One person noted that, even under the
PSAB, it is possible to negotiate prices down and there is no obligation to award a contract
unless best value can be achieved. Finally, a couple of senior procurement officers noted ongoing
confusion regarding use of Comprehensive Land Claims Agreements and their relationship to the

PSAB.

3.4.3 Challenges in setting aside contracts and procuring
goods and services from Aboriginal firms

PSAB coordinators and material managers were asked a series of questions to identify barriers to
setting aside contracts and procuring goods and services from Aboriginal firms. To identify
additional barriers and to collect additional qualitative and contextual data in this regard, senior
procurement officers were also given the opportunity to identify during their interviews

challenges their department faced in setting aside contracts under the PSAB.

PSAB coordinators and material managers surveyed agreed that the availability of qualified
Aboriginal suppliers constitutes a barrier to procuring goods and services from Aboriginal
businesses. Three quarters of PSAB coordinators and two thirds (67%) of material managers
indicated that this constituted at least a minor barrier, and a significant proportion of these
respondents indicated that it constituted a major barrier (see Table 16). Most PSAB coordinators
and material managers indicated that upholding Treasury Board Contracting Policy, illegitimate
joint ventures, and obtaining value for money were not barriers, or did not know whether or not

these were barriers.

Table 16: Barriers to procuring goods and services from Aboriginal businesses (PSAB Coordinators

and Material Managers)

Major barrier Minor barrier Not a barrier DK/NR
PC MM PC MM PC MM PC MM

(n=28) (n=144) (n=28) (n=144) | (n=28) | (n=144) (n=28) (n=144)
a. Availability of qualified Aboriginal 39% 38% 36% 30% 14% 13% 11% 19%
suppliers
b. Upholding Treasury Board 11% 7% 4% 20% 75% 47% 11% 26%
Contracting Policy
c. lllegitimate joint ventures/ 18% 6% 21% 17% 25% 22% 36% 55%
subcontracting arrangements between
Aboriginal and non-Aboriginal
businesses
d. Obtaining value for money 11% 15% 36% 15% 43% 42% 11% 28%
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The evaluation completed in 2002 also revealed challenges with respect to Aboriginal capacity,
yielding a recommendation that INAC create capacity development tools that would help
Aboriginal firms take advantage of contracting opportunities with the federal government,
including those set aside under the PSAB. In response, INAC created the Web-based Guide to
Doing Business with the Federal Government, an interactive training module designed with a
view to helping potential bidders understand the federal procurement process and how to market
their services to government. Work has also begun on the drafting of an Aboriginal Benefits
Policy, which will be elaborated upon in the following section.

Senior procurement officers, asked what challenges and barriers exist for their department in
setting aside contracts under the PSAB, often did not find this question to be relevant, since
many indicated that their department primarily or exclusively met their Aboriginal procurement
objectives through incidental procurement, rather than through set-asides. Others reiterated the
challenges noted in regard to supporting the PSAB, such as concerns with achieving best value
and not knowing whether Aboriginal capacity exists in certain domains. It was also noted that it
can sometimes be somewhat subjective as to whether a contract is primarily destined for an
Aboriginal population and should be set aside, and disagreements with PWGSC sometimes arise
as to whether to set contracts aside. In light of these challenges, senior procurement officers
noted the need for PSAB to work more closely with PWGSC, the need to raise PSAB awareness
among contracting officers and Responsibility Centre Managers, and for supplier inventories of
qualified Aboriginal firms to be made available.

3.4.4 Alternative means of achieving the PSAB’s objective

Both PSAB program staff and senior procurement officers were asked whether there are
alternative means of achieving the PSAB’s objective of fostering Aboriginal business
development and what the implication of implementing such means would be.

Program staff indicated that an Aboriginal benefits strategy would complement the PSAB by
ensuring Aboriginal people benefited in some way from large contracts. This strategy would be
akin to the government's industrial and regional benefits policy, under which procurement has
been used to foster industrial and regional development. Under such an Aboriginal benefits
strategy, an Aboriginal benefits requirement would be included in large contracts whereby
contractors would be required to demonstrate some commitment to benefiting Aboriginal people
in order to be awarded these contracts, through, for example, establishment of a scholarship
program, the creation of jobs for Aboriginal people, or a commitment to acquire materials and
supplies from Aboriginal vendors. It is believed that such a strategy would ultimately improve
existing Aboriginal business capacity. To date, this requirement was built into one contract;
however, in order for an Aboriginal benefits requirement to be added under the PSAB, Cabinet
approval would need to be sought via a Memorandum to Cabinet (MC).

Other alternative means of fostering Aboriginal business development mentioned by program
staff include providing more grants and contributions to Aboriginal businesses and requiring
businesses to meet Aboriginal staffing quotas. Still, some emphasized that the PSAB is still
needed, given the high density of Aboriginal youth who will continue to need the PSAB to help
them gain experience and develop capacity.
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Senior procurement officers were generally unable to identify alternative means of achieving the
PSAB’s objective, but they noted a need for: more promotion of the PSAB to government
departments; more information for buyers and consumers on the range of goods and services
Aboriginal firms can provide (including improved supplier lists); raising awareness of federal
markets among Aboriginal firms; and, maximizing the number of Aboriginal standing offer
vendors. A couple indicated that departments should be kept informed of the implications of
policy changes on the PSAB, such as purchasing authority changes, in order to understand how
to best support Aboriginal businesses. One person suggested Aboriginal benefits requirements
could be incorporated within contracts.

3.4.5 Strengths and weaknesses of the PSAB

To gain insight into which aspects of the Strategy are working well and which are not, PSAB
program staff and senior procurement officers were asked what the strengths and weaknesses of
the PSAB are.

Program staff indicated that the strengths of the PSAB are that it has allowed Aboriginal
businesses to access federal contracts and develop partnerships with non-Aboriginal businesses;
that it is government wide; that INAC advocates on behalf of Aboriginal businesses; and that it
helps create employment, which benefits communities. In terms of weaknesses, program staff
indicated that some government employees are still not fully aware of the PSAB; that
departments are able to set their own targets, which are often too conservative; that participation
is essentially voluntary given that there are no real means of ensuring targets are met; that there
remain some ambiguities in the policy (such as those surrounding Aboriginal content); that there
is still a lack of Aboriginal capacity in some fields (such as engineering and medical); that
Aboriginal businesses may become dependent on PSAB set-aside contracts; and, that small
Aboriginal companies may have difficulty competing with larger Aboriginal businesses.

Senior procurement officers indicated that the PSAB’s strengths are that it encourages
government departments to contract with Aboriginal businesses; that the PSAB website and
newsletter are useful; that it has increased interest in federal procurement among Aboriginal
businesses and improved their capacity to win contracts; and that the policy is straightforward
and easy to understand. As weaknesses, they identified the lack of a pre-qualified supplier
inventory, lack of awareness of the PSAB and its developments among certain managers and
staff due to insufficient promotion and marketing activity, and lack of data on the impacts of the
PSAB.

3.4.6 Lessons learned and suggestions for improving the
PSAB

Program staff, senior procurement officers, PSAB coordinators, and Aboriginal businesses were
all directly given the opportunity to offer suggestions for improving the PSAB. Material
managers were invited to provide any comments they had in addition to the survey questions,
and thereby also provided some suggestions as to how the Strategy might be improved.
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Program staff suggested implementing an Aboriginal benefits requirement for large contracts.
They also indicated the need to clarify the 33% Aboriginal content requirement. Other
suggestions included improving communication between suppliers and departments to ensure
suppliers are aware of how to access contracting opportunities, establishing a forum through
which Aboriginal businesses could exchange information and provide feedback on the PSAB,
and establishing mechanisms to limit dependence upon the set-asides (e.g., by establishing a
maximum number of contracts firms would be allowed to acquire in this way). A couple
suggested linking achievement of departmental targets more closely with the Departmental
Performance Reports (DPR) process and performance pay. It was noted that, in the past, federal
contractors were not provided with training on the PSAB, but, in the future, training on the
PSAB and Comprehensive Land Claim Agreements (CLCA) will be mandatory for designation
as a certified purchaser within the federal government, which is expected to improve the
effectiveness of the Strategy.

Senior procurement officers suggested undertaking more promotion of the Strategy and of
Aboriginal firms with capacity. One person specified there should be more promotion and
information sessions of PSAB for program-level staff, who often identify suppliers and can
award contracts up to a certain amount. Lost opportunities for Aboriginal suppliers result. When
these individuals are unaware of the PSAB, other suggestions included establishing a pre-
qualified list of Aboriginal suppliers; implementing better reporting on the impacts of the PSAB;
providing more information to suppliers to ensure they understand the bidding process; clarifying
ambiguities on the application and interpretation of the PSAB (such as the relationship between
PSAB and CLCAS); and, improving the audit process.

Half of PSAB coordinators did not offer any suggestions for improving the PSAB. Suggestions
made were: more staff training/awareness-raising (25%); more promotion of Aboriginal
businesses (18%); an up to date supplier list (18%), and more audits and compliance activities
(11%).

Businesses indicated the need to train departmental staff in the PSAB and encourage them to
promote the Strategy more (30%). They also suggested the need for a fairer allocation of
contracts (16%), for Aboriginal partners to have more authority (12%), and for the number of
projects administered under PSAB to be increase (10%).

Most material managers (65%) did not take the opportunity to provide additional comments on
the PSAB. For the most part, comments provided were aligned with those provided by PSAB
coordinators and Aboriginal businesses, with 12% noting the need for more data surrounding
qualified Aboriginal suppliers and 7% indicating a need for more training.
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4.0 Key observations
Rationale

Government stakeholders generally continue to support the PSAB’s rationale and expected
impacts; however, there is more support for increasing opportunities for Aboriginal firms in
other markets and increasing the number of Aboriginal firms competing for federal contracts
than for goals such as increasing the value of contracts awarded to Aboriginal firms. This could
in part be a reflection of the fact that the number and value of contracts to Aboriginal firms has
increased dramatically since the inception of the PSAB, making for a different policy context
than when the Strategy was implemented over a decade ago. Interviews with PSAB program
staff suggest a desire to move beyond the PSAB by helping Aboriginal firms that have benefited
from the Strategy continue to grow without relying solely on contracts set aside under PSAB.

Design and delivery

A number of stakeholders suggested that there are not adequate means of enforcing compliance
with the PSAB, given that there are no institutionalized consequences for departments that fail to
set aside contracts under the PSAB or who fail to achieve their performance targets.

Some stakeholders also indicated that the eligibility requirements of the PSAB are unclear —
particularly the Aboriginal content requirements — and are in need of further clarification. As
previously noted, TB submissions are required for any clarification changes to the Strategy.
While it is clear that only a minority of firms audited are found to be non-compliant, the
consequences of non-compliance are unclear and are not institutionalized, suggesting the
potential exists to strengthen enforcement and transparency surrounding the audit process.

Impact/Success

While it is evident that both the number and dollar value of contracts awarded to Aboriginal
firms has increased since the inception of the PSAB, there is little data that speaks to the
achievement of any of the other expected impacts, particularly the expected indirect impacts.
Aboriginal businesses indicated that the PSAB had had a positive impact on such things as their
ability to compete for federal contracts and the number and value of contracts awarded to their
firm. They indicated that the PSAB had had less of an impact upon investment in their firms and
their ability to develop product lines to meet demands. Many were unable to assess the impact of
the PSAB upon Aboriginal businesses and Aboriginal communities generally.

PSAB program staff in particular were concerned with the lack of impact data available. They
indicated that additional data should be systematically collected to assess the PSAB’s impact.
This should include the number of jobs and training and apprenticeship opportunities created, as
well as whether and to what extent businesses have been able to expand, the number of
employees hired who were previously on social assistance, whether and to what extent sales and
profit margins increased, and whether the business can now access opportunities in the
international marketplace. The survey data suggests that there has been some degree of job
creation as a result of the PSAB in a minority of firms.
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Lessons learned and future directions

Survey data from material managers and PSAB coordinators indicates that finding Aboriginal
firms with the appropriate capacity to undertake particular government contracts remains a
significant challenge. Interview and survey data suggests this is due to the lack of an accessible
list of pre-qualified suppliers, gaps in capacity in particular fields, such as the medical
architectural, engineering, and surveying fields, and the skilled trades.

For promoting Aboriginal business development, PSAB program staff recognized a need to build
capacity in certain areas, enhance Aboriginal business capacity, and to see the implementation of
an Aboriginal benefits strategy. As noted in Section 3.4.4, as the next step under such a strategy,
an Aboriginal benefits requirement would be included on large contracts whereby contractors
would be required to demonstrate some commitment to benefiting Aboriginal people in order to
be awarded these contracts, through, for example, establishment of a scholarship program, the
creation of jobs for Aboriginal people, or a commitment to acquire materials and supplies from
Aboriginal vendors. Nevertheless, program staff believe the Aboriginal benefits strategy should
be implemented in conjunction with, rather than as a replacement to, the PSAB, as they see the
PSAB as an important means through which new and emerging Aboriginal businesses can gain
experience. As previously noted, an MC would be required in order to make substantive changes
to the PSAB, such as the inclusion of an Aboriginal benefits requirement.

Similar to the evaluation completed in 2002, there was consensus among all parties that there is a
need to raise awareness of the PSAB and to actively promote its use.



Management Response / PSAB Action Plan

Evaluation Project Title: Summative Evaluation of the Procurement Strategy for Aboriginal Business (PSAB) for 2001-2006

Evaluation Project #: This evaluation was led by PABP Directorate in consultation with EPMRB. The final report did not contain recommendations. EPMRB developed
recommendations based on the findings and conclusions.

Region or Sector: Lands and Economic Development Sector

Recommendations derived from Actions Responsible Implementation and
Evaluation report Manager (Title) Completion Dates
1. Revise the goals and objectives of PSAB to | As part of the Aboriginal Economic Development Director, Procurement Fiscal year 09-10
move beyond increasing the number and Framework, PABP has made commitments to: and Aboriginal Business
upon the increasing success of Aboriginal i . o L
firms in securing non-set-aside federal Launch dedicated procurement-readiness training
sessions for Aboriginal businesses, PSAB coordinators
contracts. A
and procurement officers.
2. Work towards having an Aboriginal As part of the Aboriginal Economic Development Director, Procurement March, 2012
Benefits Requirement (ABR for Framework, PABP will undertake research new measures | and Aboriginal Business
procurements not covered by international to increase federal Aboriginal procurement including Promotion
trade agreements. ABR.
3. Develop and implement a Performance Develop a Performance Measurement Strategy (PMStrat) | Director, Procurement October 2009 for approval by the
Measurement Strategy (PMStrat) that with stakeholder involvement in line with the PMStrat for | and Aboriginal Business | Chief Audit and Evaluation
measures the effectiveness of PSAB and will the Aboriginal Economic Development Framework Promotion Executive and the Evaluation
be used as a basis for gathering PSAB Performance Measurement Review
intelligence. Committee in December 2009.
4. Provide government and private sector As part of the Aboriginal Economic Development Director, Procurement -Intra-departmental list by end of
VAV:)th gcpesls toa I'_'St of pre-qualified Framework, PABP has made commitments to: and Aboriginal Business | 09-10 fiscal year.
original SUppIers. - Develop an Aboriginal pre-qualified suppliers list that Promotion - User-based list accessible by
will be disseminated to government and private sector. 2011 fiscal year.
- Pre-qualify 1000 Aboriginal businesses per year.




5. ldentify gaps in the capacity of Aboriginal
firms to pursue business opportunities in a
broad range of sectors and work with OGDs
and other organizations to increase
capacity(ies) in these areas.

A gap analysis in partnership with the Office of Small and
Medium Sized Enterprises (OSME) office at PWGSC and
the Sectoral Strategies Directorate will be conducted to
identify Aboriginal businesses who have been awarded set-
aside and/or incidental contracts and their capacity to
compete for incidental (non-set-asides) contracts in the
future.

The implementation Secretariat of Treaties and Aboriginal
Government will be consulted on this analysis.

Director, Sectoral
Strategies Directorate

November, 2009

6. Increase awareness, support and take up
for PSAB through, among other possible
measures: conferences, trade shows,
presentations.

As part of the Aboriginal Economic Development
Framework, PABP has made commitments to :

- Increase liaison activities with federal departments and
businesses on identified Aboriginal procurement
opportunities.

- Identify upcoming events suitable for PSAB

- Conduct awareness and outreach activities in
collaboration with third parties such as the Interpretation
Bulletin and Coordinators’ Conference (see
recommendation 7).

- Engage provinces and territories on Aboriginal
procurement

Director, Procurement
and Aboriginal Business
Promotion

- PSAB Coordinators’ conference
in Feb 2010.

- Ongoing participation in
conferences and organization of
awareness and outreach activities

7. Clarify PSAB criteria for Aboriginal
content.

Interpretation Bulletin for Aboriginal content and
Interpretation bulletin for Mandatory Set-Aside to be
prepared.

Director, Procurement
and Aboriginal Business
Promotion

Interpretation Bulletin for
Aboriginal content complete.
Mandatory set-aside bulletin to be
completed by

Sept 25, 2009




8. Perform an in-depth qualitative and
quantitative review of PSAB in fiscal year
2014-2015 for past eight years of PSAB.

*Note 2: Due to the unavailability of a
data collection system and raw data, TBS
has approved the next evaluation for 2014
with the condition that a data collection
system is in place collecting performance
data in March, 2010.

Develop a proactive data collection/tracking system for the
next evaluation that will give government a clear picture
upon which to build future plans.

Director, Procurement
and Aboriginal Business
Promotion

Data collection/tracking system:
March 30, 2010

Summative evaluation to be
initiated and completed in FY
2014-15

| approve the Management Response / Action Plan

Original signed by:

Name Sara Filbee
Title Assistant Deputy Minister

Date:

Lands and Economic Development Sector
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