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Surprisingly more un-sedan than sedan.
Go where no other sedan dares in the all-new 2020 Subaru Legacy. Symmetrical
Full-Time All-Wheel Drive comes standard for dynamic handling in all weather and
road conditions. Together with a class-leading interior, advanced tech and available
2.4L Turbocharged SUBARU BOXER® engine, ﬁnd what you’d expect in an SUV in
one surprisingly capable sedan. THE SUV OF SEDANS.

WELL-EQUIPPED FROM

$26,395*
Visit subaru.ca

*MSRP of $26,395 on the 2020 Legacy 2.5L 4-cyl DI Convenience Pkg CVT (LA2 CP). MSRP excludes Freight & PDI of $1,650. Taxes, license, registration and insurance are extra. Model shown
is the 2020 Legacy 2.4L 4-cyl DI Turbo Premier GT CVT (LA2 PG) with an MSRP of $39,095. Dealers may sell for less or may have to order or trade. Prices may vary in Quebec. EyeSight™ is
a driver-assist system which may not operate optimally under all driving conditions. The driver is always responsible for safe and attentive driving. System effectiveness depends on many
factors such as vehicle maintenance, and weather and road conditions. Vehicle shown solely for purposes of illustration, and may not be equipped exactly as shown. See Owner’s Manual
for complete details on system operation and limitations. Some features described or shown may not be standard features or equipment. ALG is the industry benchmark for residual values
and depreciation data. www.alg.com. SUBARU STARLINK® Connected Services are offered on an initial three-year free subscription on select Legacy trim levels. Customers are required
to enrol in the SUBARU STARLINK® Connected Services program. To operate as intended, SUBARU STARLINK® Connected Services require a sufﬁciently strong cellular network signal
and connection. See your local Subaru dealer for complete details. Legacy, Subaru and SUBARU STARLINK® are registered trademarks.
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Benjamin Zander is a gifted cellist, a celebrated conductor and the founder of
the Boston Philharmonic Orchestra. He also has a thriving sideline as a leadership expert, with lessons drawn from his years as a teacher and mentor to
young musicians. Zander advocates an unorthodox reaction to making a mistake: Throw your arms in the air, tilt your head back and exclaim: “How fascinating!” “You cannot learn anything unless you make a mistake, so I tell my
students, ‘When you make a mistake, celebrate,’” he said in a 2012 lecture.
Cheering failure with a mighty yell sounds preposterous—but don’t knock
it until you’ve tried it. I was introduced to Zander’s radical optimism in a presentation by Ashley Good, the CEO of Fail Forward. Her consultancy focuses
on helping organizations turn failures into opportunities to innovate and grow.
“The genius of Zander’s approach is that it reduces the anxiousness and stress
of the situation, asking us to get voraciously curious about what we can learn
from the failure,” Good tells me by email. She notes the reaction might be too
cheerful in the face of devastating error, but even then it’s worth surveying the
situation with “a solemn and determined, ‘How fascinating—what did I learn?’”
It’s good advice, particularly in this country, where our business community is
notoriously chicken. Five years ago, Deloitte released a study probing Canadian
executives’ willingness to take calculated risks. The consultants classified 43%
of companies as “hesitant” in their strategies and 15% as “fearful” (only 11% were
deemed “courageous”). More recently, a survey by the Rideau Hall Foundation
found six in 10 believe their fellow Canadians are risk-averse.
Dodging risk isn’t a great business strategy. Deloitte’s research showed courageous firms were far more likely than fearful ones to see revenue growth.
But attitudes are changing. Here are a few words Canadian entrepreneurs
associated with the concept of failure, according to a survey last year by Startup
Canada: opportunity, chance, challenge, learn and improve. The advocacy
group’s list also included a few negative sentiments, but the majority of the 800
respondents had a positive view of screwing up. Now, Canadians need to move
from lip service to action. As one entrepreneur told Startup Canada: “We say we
embrace failure but actually stigmatize those who do, to the point that people
are afraid to fail.”
There’s no shame in admitting defeat. To prove it, this issue features eight
inspiring leaders telling us about their biggest failures—and what they learned
from them. Taken together, their stories show that frustration and setbacks
are necessary ingredients for success. And they give us a chance to hear about
someone else’s failure and think: How fascinating.
/James Cowan
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Strapped in

In our last issue, Sean Silcoff
profiled Prophix, a Canadian
software company that grew to
$50 million in revenue without
private equity. We asked
executives at Canada’s Top
Growing Companies for their
views on bootstrapping.
ROB MURRAY

CEO, INTRIGUE MEDIA

We started Intrigue in 2007 during our third year of university.
Our goal was $8,000 in annual revenue; we ended up at $20,000.
At the time, we were creative. Somehow, one of us qualified for a
$2,500 Future Shop credit card with no interest and no payments
for 90 days. We would buy $2,500 worth of equipment for digital
advertising—a flat-screen TV, computer, mount and cables—and
install it. We’d sell $2,500 worth of advertising in 90 days before
any interest accrued. We did that 11 times, and in seven months,
we had more than $25,000 in advertising assets.
We had to prove the concept worked with dollars from
customers as opposed to raising money and hoping people would
buy something.
Eventually, the process became a growth constraint and we
sought outside funding, but we only did that once we proved—
with dollars—that we had a market.

CARINNE CHAMBERS-SAINI
CEO, DIVA INTERNATIONAL

$1 BILLION (142 DEALS)

$708 MILLION (120 DEALS)

VENTURE
CAPITAL
INVESTMENTS
IN CANADA

$628 MILLION (134 DEALS)

We have bootstrapped our entire business
from the beginning. When we first started
Diva in 2003, we had time on our side, as there
were no competitor menstrual cups on the
market yet. We also didn’t have many options
for raising capital. This meant building up our
business took much longer, and this approach
wouldn’t necessarily work for every business or
every industry—but for us, slowly and steadily
building our grassroots fanbase was what
helped us achieve success.
With the consumer packaged goods
industry, the listing fees required to get your
product on retail shelves are a big investment
and carry a lot of risk—and if you get listed
before you have created a demand, you will
likely fail in stores and face delisting fees. Now
that we are ready to grow and scale quickly,
we’ve reached a point, particularly as we look
toward expanding our e-commerce operations,
where external investment may make sense.

Send us your thoughts at
robmagletters@globeandmail.com,
tweet us @robmagca

2017 2018 2019

We had to
prove the
concept
worked with
dollars from
customers
as opposed
to raising
money and
hoping people
would buy
something.

JORDAN BOESCH
CEO, 7SHIFTS

We bootstrapped 7shifts so that
it could pay for one employee—me.
But I knew that we could make a
major impact with our employee
scheduling software, so we moved
to Silicon Valley to take part in an
accelerator. The headway we made
from that initial cash injection
taught us funding was necessary to
take 7shifts to the next level.
Our competition is heavily funded,
which meant we required funds to
achieve the global scale we’re at
today. But you must understand
the business and industry you want
to build in, and then decide what
makes sense for your risk level and
personal goals.

RIVKI MANDELBAUM

DIRECTOR OF CORPORATE STRATEGY, MARLIN SPRING
We made the decision to selffinance at the beginning, when
our company, Marlin Spring, was
in its formative stages. As new
entrepreneurs, we believed in
our long-term vision to become
a pre-eminent real estate
management company in North
America. In the early stages,
self-financing proved to be quite
successful for us.
However, in order to scale
Marlin Spring and sustain
our growth, we needed to
build strong partnerships.
Our financing partners
offered extraordinary value

beyond capital— they acted
as a sounding board when
discussing new ideas and helped
facilitate key connections
with other investors. This
helped us advance from our
first acquisition in 2013 to our
current 30-plus projects and
eight million square feet of real
estate.
Ultimately, for us, selffinancing proved to be an
excellent option to quickly
launch our business, but to
truly gain scale, we have greatly
benefited from building longterm strategic partnerships.

ROY ALMOG

FOUNDER & BROKER, 2% REALTY INC.
We have been bootstrapping at 2% Realty since day one, and
it’s been working really well for us. As our business is purely
commission-based, it would be hard for me to sleep at night
knowing a large loan repayment is due on the first of each month—
whether we have sales or not. The biggest limitation we’ve come
across by bootstrapping is our ability to grow into foreign markets.
For our U.S. deployment plan, we are going to be raising capital
to ensure we fuel our rapid growth and have enough in reserves
to meet our aggressive expansion plans. I guess I’m in for some
sleepless nights ahead.
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A narcissistic CEO can
poison an entire company

“When respondents were dealing with a more
narcissistic leader in a culture characterized by
lower collaboration and integrity, regardless of
their own level of narcissism, they were less likely
to collaborate and adhere to high standards of
integrity.” —Working paper by Charles A. O’Reilly
et al., Stanford Graduate School of Business

SEVEN IDEAS YOU NEED TO HEAR

The European Union
looks best for trade

2

No pets

51% of senior
managers say
bringing pets
to the office
isn’t acceptable,
compared to
18% who say
it is no longer
problematic,
according to
a survey by
Accountemps.

As we look to the future, which of the following countries
or regions do you think Canada should try to develop
closer trade ties with? Source: Angus-Reid Institute

49%

APRIL 2015

41%

AUGUST 2017
NOVEMBER 2019

48%
44%
38%

40%

28%
24%
22%

EUROPEAN UNION
UNITED STATES

4

20%

“A single apologizer (relative to
multiple apologizers) garners higher
stock returns, elicits a higher rate of
behaviour indicative of acceptance
of the apology, and more readily
facilitates consumer forgiveness of the
company, perceived company integrity,
and satisfaction with the apology.”
—Journal of Consumer Research

CHINA

13%
13%
INDIA

5

Women are
more likely to be
polite to Alexa

Fifty-four percent of smart-speaker
owners occasionally say “please”
to the device. But the behaviour
is far more common among women.

A fourday week
means
lower costs

6

As part of a work-life
balance initiative (dubbed
“work in a short time,
rest well, and learn
well”), Microsoft Japan
tested a three-day
weekend over the summer.
It resulted in a 23%
reduction in electricity
costs and a 60% drop in
office printing.

DO YOU SAY ‘PLEASE’ TO
YOUR SMART SPEAKER?
14% YES, FREQUENTLY 24%
MEN

WOMEN

31% ON OCCASION 38%

ROY GORI
MANULIFE
Said sorry for poorly
received rap video

55% NO 37%

7.

EMPLOYEES
AREN’T
WORRIED
ABOUT BEING
RENDERED
OBSOLETE

Fewer than one in five Americans worry
their job will become obsolete due to
technology, according to Gallup.
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IF YOU
HAVE TO
APOLOGIZE,
HAVE ONE
SPOKESPERSON

WORRIED

NOT WORRIED

KAZ HIRAI
SONY
Apologized for
massive data breach

NO OPINION

REDUCED BENEFITS

23%

76%

TECHNOLOGY MAKES JOB
OBSOLETE

17%

83%

REDUCED WAGES

16%

84%

LAID OFF

15%

84%

CUT BACK HOURS

15%

85%

9%

91%

JOB MOVED OVERSEAS

PHOTOGRAPHS (HIRAI) ALBERT GEA/REUTERS; (GORI) CHRISTOPHER KATSAROV
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Congratulations to
theserecent appointees
Phillip Crawley, Publisher & CEO of The Globe and Mail, extends best wishes to the
following individuals who were recently featured in the Report on Business Section of
The Globe and Mail newspaper. Congratulations on your new appointments.

Grace Ayoub
Genevieve Doucet
Grant Christie
to Senior Leader
to Managing Director
to Senior Leader
Accenture Consulting Accenture Consulting Accenture Consulting
Products, Montreal
Resources, Ottawa
Resources, Calgary
Accenture
Accenture
Accenture

Mark Fernandes
to Senior Leader
Accenture Security,
Toronto
Accenture

Adam Foster
to Managing Director
Accenture Strategy
Resources, Calgary
Accenture

Susan Goodyer
Tom Hong
to Managing Director to Managing Director
Accenture Human Accenture Consulting
Resources, Toronto
Financial Services,
Accenture
Toronto
Accenture

Roy Hudson
to Senior Leader
Accenture
Technology, Toronto
Accenture

Zahra Jadavji
to Senior Leader
Accenture
Technology, Ottawa
Accenture

Rahul Mathur
Julie Konrad
Sonia Mathur
to Managing Director to Managing Director to Managing Director
Accenture Consulting Accenture Consulting
Accenture
Resources,
Technology, Toronto
Products, Toronto
Vancouver
Accenture
Accenture
Accenture

Ryan McCracken
to Managing Director
Accenture Digital,
Toronto
Accenture

Prajwal Ramachandra
Megan Seres
Joshua Rusak
Robert Scott
Rakeshranjan Singh
to Managing Director to Managing Director
to Managing Director to Managing Director
to Senior Leader
Accenture Consulting
Accenture Digital,
Accenture Consulting Accenture Consulting
Accenture
Resources, Toronto Technology, Calgary
Capability Network,
Toronto
Products, Toronto
Accenture
Toronto
Accenture
Accenture
Accenture
Accenture

Geoffrey Mitchell
to Senior Leader
Accenture
Operations, Toronto
Accenture

Anant Gadia
to Managing Director
Accenture Strategy
Technology, Toronto
Accenture

Philip Gicante
to Managing Director
Accenture
Technology, Toronto
Accenture
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Recent Appointees

Meg Sintzel
to Managing Director
Accenture Marketing
& Communications,
Toronto
Accenture

Gregory Smith
Scott Weisbrod
Hadi Skalli
Rachel Stuchberry
Michael Tremakis
to Senior Leader
to Managing Director
to Managing Director to Managing Director to Managing Director
Accenture Consulting
Accenture
Accenture Digital,
Accenture
Accenture
Financial Services,
Interactive, Toronto
Montreal
Operations, Niagara
Commercial
Toronto
Accenture
Accenture
Accenture
Management, Toronto
Accenture
Accenture

Brain Heath
to VP and General
Manager
Amgen Canada Inc.

Lisa Kalhans
to Country Manager
& CEO
American Express

Kiran Konanur
Bashir Todai
Helen Quirke
Mark Schofield
Managing Director & Managing Director & Managing Director & Managing Director &
Partner
Partner
Partner
Partner
BCG Boston
BCG Boston
BCG Boston
BCG Boston
Consulting Group
Consulting Group
Consulting Group
Consulting Group

Alycia Calvert
to Chair,
Board of Governors
Canadian Tax
Foundation

Mélanie Dunn
to Board of Directors
Cascades

Dr. Rob Annan
to President and
CEO
Genome Canada

The Honourable
Frank Iacobucci
CC, QC, LLD, LSM
to Board of Directors
IC Savings

Nelson Gentiletti
Arun Bajaj
Elif Lévesque
Roberta Jamieson
to Board of Directors to Board of Directors to Board of Directors to Board of Directors
Cascades
Cogeco
Cascades
Deloitte Canada

Keith Ray
to Chair of the
Board of Trustees
Jewish Foundation
of Greater Toronto

Alex Benay
to Partner, Digital
and Government
Solutions, Ottawa
KPMG

Tracey Black
to President and
CEO
Payments Canada

Laura A. Cillis
to Board of Directors
Shawcor Ltd.

Carrie Russell
to President and
General Manager
Equifax Canada

Ross Wainwright
to CEO
Vision Critical
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Need to know

None of the above
ILLUSTRATION KATHLEEN FU

Things can go horribly wrong when letting customers vote on a new
flavour or product name. Here’s how to make the gimmick work for you
Perhaps you recall this asinine moment: A few years ago, the
Natural Environment Research Council (NERC) thought it
could score some hype by crowd-sourcing the name for the
United Kingdom’s new polar research vessel. The #NameOurShip contest might have come and gone without fanfare but for
radio host James Hand’s mocking suggestion of “Boaty McBoatface,”
which was just dopey enough for the internet to rally behind. More
than 25,000 voters crashed the NERC’s site, crushing all of the more
respectable competition. The silliness created a serious problem for

the NERC: Should it honour the
public and stand behind its gimmick-gone-wrong? Or should
it override the suggestion for a
more dignified moniker?
For what it’s worth, the NERC
is far from the first organization to see a simple-seeming PR
stunt backfire. In 2012, Mountain
Dew’s campaign to name its new
green apple flavour was quickly
and quietly squashed when “Hitler Did Nothing Wrong” topped
the charts alongside “Fapple”
and “Diabeetus.” Pranksters on
FEBRUARY 2020 / REPORT ON BUSINESS 7
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the bulletin boards of websites like 4chan
and Reddit gleefully followed the “Dub
the Dew” debacle, with one user asking
the obvious question: “When will companies learn that the internet isn’t a good
tool to name new products?”
The problem is that sometimes it is.
Research has shown and pop culture
proves many times over that consumer
voting works: Lay’s chips’ #DoUsAFlavor
competition, though in essence the exact
same as Mountain Dew’s, ran very successfully for five years. In the entertainment world, Sharknado fans voted on Tara
Reid’s fate with #AprilLives or #AprilDies.
Though not always so life-and-death, this
momentary power is loved by viewers and
customers alike.
“We know it empowers consumers,
makes them feel in control and leads to
greater [brand] loyalty,” explains Tami
Kim, Darden School of Business professor
who co-authored the paper entitled “Procedural Justice and the Risks of Consumer
Voting.” While most companies will be
fine with asking for their customers’ input,
a handful won’t be so lucky. “There are so
many outcomes that are so unpredictable
that make this strategy so risky,” says Kim.
So the professor and a team at Harvard
set out to study consumer voting misfires. They identified three principles that,
when violated, can lead to a PR disaster.
The first is that when you open up a
brand to suggestions, you’ve agreed to
listen to them (the researchers call this
“representation”). “You shift the relationship when you treat customers more like
stakeholders,” says Kim. They assume that
since you asked, their answers matter. If
you reveal that their votes actually count
for only 20%, like the National Football
League does annually for its Super Bowl

Most Valuable Player Award, and just like
the NFL does every single year, you’ll face
a whole lot of angry fans.
When companies don’t get the answers
they want, they often resort to overriding the outcome. (Boaty McBoatface, for
example, was renamed the more eloquent
RRS Sir David Attenborough, and you can
guess how the internet felt about that.)
Kim suggests firms could skip the backlash by committing to the next principle,
“non-suppression”: Within reason, they
must honour the winner.
Last is “consistency,” which means once
the voting can of worms is opened, consumers expect their opinions to matter
from then on. Violate any of these principles, explains Kim, “and the company
is actually left worse off than had it not
empowered consumers at all.”
When done right, giving your customers a say has massive perks, explains Rob
Finkelstein, a Vancouver-based experiential marketer. But any business considering using this risky strategy should first
stop and ask why, he says. “If the company
doesn’t have a good answer, then it’s probably not a good idea,” says Finkelstein,
who is vice-president of Proof Experiences. Pretty much the only good answer
is exposure, and that’s only if the company
believes all press is good press.
Those who decide to push ahead with a
gimmick like this should be careful. “Set
up clear and transparent parameters for
what’s acceptable, and give yourself an
easy out in case you need it,” says Finkelstein. Have a “poll” rather than a “contest.”
Then arm yourself with a sense of humour
and prepare yourself. “If you’re going to
open up voting to the whole world,” he
says, “then you’d better be ready for its
response.”
/Rosemary Counter

I T ’ S

E M B A R R A S S I N G
T O

B R A I N S T O R M

Want to improve the quality of your next brainstorming session? Tell an embarrassing
story before you begin. In an experiment conducted by researchers at the Kellogg School
of Management, three-person teams were asked to devise novel uses for a cardboard box.
Half of the groups were told to talk about recent accomplishments before they began;
the others shared an embarrassing story. The teams telling shameful tales generated
26% more ideas. A separate experiment showed embarrassing stories were also more
effective than participants sharing mundane anecdotes. Leigh Thompson, a Kellogg professor of management, and her colleagues speculate sharing blush-worthy stories might
mitigate concerns about humiliating oneself during the brainstorming itself. It also might
simply create a greater sense of camaraderie amongst the group.
/James Cowan
8 FEBRUARY 2020 / REPORT ON BUSINESS

HOW TO
AVOID
CRYING
OVER
SOUR
MILK

Nearly $54 billion in
perishable food is lost
annually in the United
States alone. Opher Baron
of the Rotman School
of Management and his
colleagues claim they can
slash this waste by 27%.
The secret is not radical
new shipping technology
or lobbying consumers
to change their shopping
habits, but complex math.
“We made a mathematical
algorithm that keeps track
of inventory at its different
ages so the suppliers can
make better decisions
on where to send their
product, when to order
more inventory and when
to give away the surplus,”
says Baron.
Consider that a single
company might ship its
wares to grocery stores,
restaurants and food
banks—each with unique
needs and consumption
patterns. A crate of milk
at a grocery store might
sit for several days, while
a restaurant could use it
immediately. Matching a
product’s expiration date
with a customer’s usage
patterns means nobody’s
milk will sour. The
researchers determined
that, overall, cutting the time
between receiving an order
and delivering the product
was the most effective
method for cutting costs.
Baron doesn’t plan to
build an app or sell a secret
formula. He’ll gladly share
his model. “I’m very happy
to do the math and let others
implement it,” he says. /R.C.

BI G I D EA

Go with
the gut

ILLUSTRATION MATTHEW BILLINGTON

We live in the era of Big Data.
But new research proves
analytics sometimes
can’t replace an executive’s
good old-fashioned hunch
Data pelts today’s business leaders like hail
in a thunderstorm. It’s
become a critical tool in
corporate decision making and
strategy. But that deluge could
be drowning out another useful
implement in the decision-making tool box—going with your gut.
In the world of knowledge
management (or KM, as its acolytes call it), intuition is about as
highly regarded as rolling dice to
make decisions. Yet the possible
death of intuition among the
next generation of Big Data–loving CEOs worries Yolande Chan.
Somewhat ironically, Chan is
a professor of information technology management and associate dean at the Smith School of
Business at Queen’s University
in Kingston, Ont. She admits it
might seem “counterintuitive”
that someone like her—a former
IT consultant whose research

focuses on subjects such as digital strategy—would care a whit about
intuition. Yet, as part of an international study examining how well
executives trust and use their intuition, Chan and her colleagues discovered smart business decisions can still benefit from a healthy dose
of hunch-based thinking.
The team of researchers from Poland, Italy, Canada and the U.S.
was led by Jay Liebowitz, or “Mr. Analytics,” as Chan calls him. Aside
from being a distinguished chair of applied business and finance at
the Harrisburg University of Science and Technology in Pennsylvania, Liebowitz was the first knowledge management officer at NASA’s
Goddard Space Flight Center.
Chan and her team sought to answer these questions: When faced
with an important business decision, should executives rely more on
intuition or data analytics? Or should there be equilibrium between
the two? In their resulting paper, the researchers found that how business executives use intuition varies depending on their age, experience, gender and nationality.
Intuition, they discovered, still thumps data in executive decision
making, citing a 2016 Smith School of Business survey that revealed
FEBRUARY 2020 / REPORT ON BUSINESS 9
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that when executives make people-oriented decisions, such as
hiring or firing, or must deal with
volatile situations, 66% rely on
intuition. Even in crisis management, 65% of executives use intuition rather than data.
There’s plenty of anecdotal
evidence to show how intuition
drives business. Writing for
the Harvard Business Review
in 2011, Modesto Maidique of
Florida International University
recounted asking Carnival CEO
Micky Arison how he decided
that buying P&O Princess
Cruises for US$5.4 billion was a
seaworthy idea.
“Gut,” replied Arison. “I trust
my gut.” Arison was one of 20
leading CEOs Maidique asked
about how they made two critical decisions in their careers. In
almost every case, they primarily
relied on intuition.
These days, Chan sees things
shifting from following a hunch
to using a quantitative approach.
“Twenty years ago, you’d be
laughed out of the room if you
told someone to ignore their gut.
In fact, so many decisions [back
then] were legitimized simply
because ‘the boss said so.’ ” It’s
what, in their paper, the researchers call “feeling the numbers.”
“Well, that’s not the world
today,” Chan says with a hint of
worry. Executive “Spidey-sense,”
as she calls it, is increasingly
being stomped out by Big Data. “I
10 FEBRUARY 2020 / REPORT ON BUSINESS

would say there is so much hype and so much interest—appropriately
so—in analytics and AI and modelling that we can underestimate the
value of old-fashioned intuition.”
In their paper, Liebowitz and his team cite evidence from other studies that supports the value of intuition in business-related decision
making. Research from the University of Cambridge in 2016 revealed
that hedge fund traders who relied on their gut feelings fared better
than those who did not. In the same year, a PwC survey of 2,100 executives worldwide found that 59% relied primarily on human judgment
“rather than machine algorithms” when making important choices.
The study suggests a kind of “rational intuition”—a combo of instinct
and data analysis—would serve CEOs better than just one or the other.
“In the best functioning workplaces, what we want is an awareness of
the value of both,” explains Chan.
In fact, adds Tracy Jenkin, an associate professor at Smith who was a co-investigator with Chan
on the research project, intuition can offer a useful
“sniff test” to judge the reliability of the algorithms
analyzing all those big batches of data. Jenkin,
who teaches analytics and artificial intelligence at
Queen’s and spent a decade working with companies such as Accenture and Dell, warns that not all
analytics are infallible.
Intuition, especially when informed by decades
of experience in a particular field, can offer “a holistic framing of the world,” says Jenkin. That can help
executives ferret out what data analytics might be
missing when it comes to assessing the bigger picture for their businesses.
The research has helped further “demystify” intuition, says Jenkin. In their own survey of 172 executives and managers around the world, the researchers delineate the existence of four types of intuition
described in previous studies. “Affective intuition” is based on emotional reactions; “inferential intuition” involves decision-making processes that were once analytical but became intuitive with practice;
“holistic abstract intuition” is founded on a knowledge of theories;
and “holistic big picture intuition” bases judgments on a “full systems
approach,” says the team’s paper.
The research has led to a book, How Well Do Executives Trust Their
Intuition?, edited by Liebowitz, Chan, Jenkin and the other researchers on the team. “We’re thrilled to have a book,” says Chan, adding
that rather than being an academic tome, it provides practical information on how executives can learn to listen to their body signals
to make better business judgments. “We are not saying you should
do away with data analytics. But this is a call for remembering how
important our guts are.”
/Anthony A. Davis
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Common trust

What’s the secret to creating
a good relationship between
a CEO and a board of directors?

Send your
questions to
askanexpert@
globeandmail.com

“The secret is there are no
secrets,” says Michael Naufal,
managing partner of Boyden, an
executive search firm. His job
involves matching CEOs with
boards and then monitoring
the results. “It’s like being a
therapist,” he jokes. He fosters
traits familiar to anyone in a
successful relationship: respect,
communication, appreciation
and so on. What stands in the
way of achieving those goals isn’t
malice—it’s ambiguity. “A CEO
can easily falter just because
expectations aren’t clear,” says
Naufal. Trust takes time and
effort to build, yet it can be
shattered in an instant. “A CEO
who tries to hoard information
or keep secrets will ultimately
fail,” he warns. Endeavour to
use inevitable moments of
disagreement to find a consensus
and strengthen the relationship
for the next conflict, just like you
would when squabbling with
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a spouse. Naufal compares the
CEO-board relationship to a pair
of chopsticks: One is much more
effective with the support of the
other.
One of my employees was working
in England for three months and
wants to expense dry cleaning
done at the hotel. It seems very
pricey. Should I approve it?
Great news, cheapskates: “The
employer should absolutely
not pay the bill,” says Lisa Orr,
a business etiquette expert.
A fat reimbursement cheque
could prove even more costly
once the rest of the office finds
out. “You’ll be in a ‘so-and-so
got theirs covered, so why not
me?’ situation,” cautions Orr.
Saying no is awkward, but not
for you. “It’s inappropriate for
the employee to ask,” she says.
Unfortunately, dealing with it is
your problem just the same. Orr
suggests a polite email to begin:

My assistant keeps asking for
advice about his family life.
It makes me uncomfortable.
Can I tell him to stop?
You can and should, but before
you do, put yourself in his shoes.
His job by nature is personal—
grabbing dry cleaning, arranging
travel, fielding calls from your
kids and spouse—so it’s only
human to forget the intimacy
flows but one way. He probably
doesn’t realize he’s crossing
boundaries, but you can embrace
this pseudo-friendship and
address the issue in a way that’s
not so bad. “You need to have a
frank, transparent conversation
that’s also honest and empathic,”
says Wendy Giuffre, an HR
consultant. Admittedly, this
isn’t easy, so you might as well
say so. “Often an awkward
conversation is best started
with, ‘This will be awkward,’”
she suggests. Then counteract
it with kindness: “I empathize
with your situation and would
like to help, but because of our
working relationship, I’m not
comfortable giving you advice.”
You could make a joke if it
feels right. But most important
is offering a referral to HR or
another employee assistance
program that can provide help
if your assistant actually
needs it. /Rosemary Counter

ILLUSTRATION JOE M C KENDRY

“Let’s touch base by phone.”
When you do talk, ask for the
circumstances and start the
dialogue you should have had
with them months ago. If the
situation sounds reasonable and
you can afford it, then consider
helping out just a bit. “Tactically,
you might offer to cover a few
extraordinary expenses under
special circumstances—the
waitress spilled wine on them,
for example.” Then clearly
set out the expectations for
next time with something like,
“In the future, this is not
something we cover.”

A podcast on
the impact of
big tech on our
democracy,
society and
economy.

Co-hosts Taylor Owen and David Skok sit
down with high-profile guests to have
in-depth and thought-provoking discussions
about technology’s impact on the world.

bigtechpodcast.com
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What is the essential message
you’re trying to communicate
about climate change?

We need to act. We need to
mitigate the impact of human
influence, but more important,
we need to protect ourselves
against the consequences of
change. And those consequences
are here. We are on the front line.
Who are you trying to get through
to, most of all?

The business community needs
to think more proactively about
the impact climate change has
on their businesses and the
opportunities that come with it.
It’s not just all downside. It’s a
major defining trend of the 21st
century. And we need to get our
act together.

Do you sense that not enough is
happening, that people are not
acting?

THE EXCH A N G E

Storm warning

PHOTOGRAPHS AARON VINCENT ELKAIM

Intact CEO Charles Brindamour has been
sounding the alarm on climate change
for years—and he wants other leaders to
finally listen up. /By Trevor Cole

It makes sense that the business thinking most about
climate change is the one that has to pay for it. Insurance companies that insure insurance companies—the
huge “reinsurers” based in Europe—have been clanging
the bell about the coming crisis for decades. Here in Canada, the
company doing the most to sound the alarm is Intact, the country’s largest provider of property and casualty insurance. About
15 years ago, Intact realized its entire business model was built
on a fallacy: Its chief product was the protection of homes from
the threat of fire when, almost overnight, the threat had changed.
Suddenly, 40% of all losses were caused by water, and it was only
getting worse. By the end of the 2000s, thanks to the rise in natural disasters, the company was paying out between $1.10 and $1.15
for every dollar in premiums collected, and the peril had become
existential. Led by its CEO, Charles Brindamour, Intact rebuilt its
business model and funded a climate adaptation research centre at the University of Waterloo. Now Brindamour wants other
Canadian leaders to turn with him to face the coming storm.

That’s the sense I’m getting.
For example, if you did a global
survey of insurance companies,
an industry that’s on the front
line, a third of them will see
it as core business. A third of
them will see it as an important
social issue and would park it
in what one would call “social
responsibility.” And a third of
them would not see it as an issue.
Give me an example of something
you want them to do.

Look, I’m not here to teach
lessons to other business
leaders. We’ve transformed
our own business and are in a
good position at this stage. I
think Canada as a society and
businesses more broadly have
to make climate a more integral
part of their strategies.

What do you want governments
to do right now?

The debate, historically, has
been about how we mitigate our
footprint in terms of greenhouse
gas emissions. Our perspective
is that government needs to put
more emphasis on protecting
against the consequences. And
frankly, governments are moving
in that direction. There’s far
more emphasis on adaptation
than there was seven, eight years
FEBRUARY 2020 / REPORT ON BUSINESS 15
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ago, and it’s an important step.
Adaptation is tangible. It’s very
clear in people’s minds.

You said you’ve transformed your
business around this issue. How?

We had to change our product
to be in sync with the perils that
are now far more prominent
across the country, and change
our use of data and how we
price for risk—we think pricing
for risk is a core competency.
We had to change how we get
Canadians back on track and
restore them following a claim.
Then we invested heavily in
prevention. Five years after
this transformation, we have
a sustainable, fast-growing
product and we’re continuing to
invest, and we’ve turned home
insurance into a sustainable and
profitable product.

Have you pulled back from the
coverage we generally expect from
an insurer?

We have expanded coverage.
Broadly, for every dollar insured,
there are three to four bucks
uninsured. Where is that coming
from? It’s coming from people
not being insured. It’s coming
from a product that is not
necessarily connected with the
perils that are more prevalent.
We thought, in the three dollars
that are uninsured, maybe
there’s an opportunity to expand
coverage. Following the Calgary
flood in 2013 (1), we realized our
product was just not properly
built to deal with that, so—on
the waterfront in particular—we
expanded coverage. But we’re
pricing better for that risk, and
we’re making sure capital is
not deployed in areas that are
flooded every year, obviously.

Let’s translate that. “Pricing better
for that risk” means premiums are
going up.

Premiums have gone up, yeah.
We’ve created optionality in the
product as well, so people can
choose the level of coverage they
feel is more adequate for water.

And you’re exiting some places you
deem too risky.

The places where land-use
planning has been an issue,
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6
Hamilton
and GTA
Windstorm,
water
May 2018

4
GTA
Flood,
lightning,
water
July 2013

$558

$622

$967
3
5
Southern
Ontario
Alberta
Hail, tornadoes,
Flood, water
wind
June 2013
Aug. 2005

$1,675
2
Parts of Quebec,
Ontario and
New Brunswick
Ice storm
Jan. 1998

8
Central Alberta
Hail, windstorm,
lightning, water
Aug. 2014

7
Slave Lake, AB
Fire, windstorm
May 2011

$736

$573

10
Calgary
Hail, lightning,
water
Aug. 2012

$549

9
Calgary
Hailstorm
Sept. 1991

$552

TOP 10 NATURAL DISASTER PAYOUTS IN CANADA ($MILLIONS)

$2,170

1
Fort McMurray
Fire
May 2016

$3,782

where people have built on flood
plains and you see a recurrence
of flooding every three, five
years—it’s impossible to deploy
capital in those areas. Land-use
planning, in this new world,
is hugely important. Building
standards are hugely important.
You’ve made an issue of the
need for Canada to improve its
infrastructure. How are you
analyzing that?

1. For Intact,
the direct cost
of the Calgary
flood was $239
million. Some of
that was covered
by Intact’s own
insurance, but
the net cost to
Intact was still
a serious blow:
roughly $113
million.
2. In February,
the Intact Centre
on Climate
Adaptation at
the University
of Waterloo will
publish a report
on how prepared
Canada’s
provinces are to
deal with major
flood events.

We looked at our own data,
at climate data and then at
the cost of floods in various
cities. There has been a
multidecade underinvestment in
subterranean water management
across the land. (2) We’ve been
advising governments that
bridging that infrastructure
gap is really important for
insurability. We’ve also pointed
out that green infrastructure—
marshes, wetlands and so
on—are very powerful tools to
reduce the damage associated
with flooding. Our message
to government was that green
infrastructure should be critical
and should be looked at, in the
context of big infrastructure
spending projects, as a valid
category. There’s more and more
of that taking place. (3)
In November, Merced Property and

Casualty in California declared
bankruptcy when it couldn’t pay
the insurance claims from the
California Camp fire. (4) What’s
the potential for something like
that happening here?

We have a very good prudential
regulator who is in touch with
the changes the world is going
through. I think the property and
casualty system is very sound
and solid. A $10-billion event
such as Fort McMurray, where
a big portion of the city burns
down—if you are a regional
player where those events take
place, concentration becomes
an issue in ways, I think, people
would not have thought about
a decade ago. There’s a risk
there, indeed. But the big threat
to the industry, still today, is
earthquake.
A recent study said a major
earthquake in Vancouver or
Montreal could provoke the
collapse of the entire Canadian
insurance industry. Climate
change makes a disaster on that
scale more inevitable, right?

No. The quote in British
Columbia you’re referring to
refers to a once-in-500-year
event—an extreme.

But with climate change, it seems
500-year storms happen every few

not clear to me that people are
aware that these changes are
irreversible. We have a lot of
work to do, and it’s not going
to get better.

years now. Doesn’t it follow that
a huge event is more likely?

Huge events are more likely, no
doubt about it. The frequency
and severity of rainstorms, for
instance, have increased by a
factor of four or five in the past
30 years, depending on where
you look. But an earthquake
in B.C. is an issue because the
insured values are, in large part,
on the fault line. The natural
disasters we’re seeing from heat,
forest fire, flood and hail are
more gradual in nature and of
a different incidence than what
a quake could do. I don’t want
to associate this with climate
change, because people would
say, “He’s a fear-mongering kind
of guy.” And I’m not, of course.

What are the chances there will be
a substantial number of Canadians,
or Canadian businesses, that will
be uninsurable in the next 10 or
20 years?

a massive pool of risk, as well.
We just acquired an organization
called the Guarantee Co. of
North America and Frank Cowan
Co. One of its business units is
government risk. It insures cities
across Canada. One opportunity
I see, that is directly related to
our conversation, is to leverage
our expertise in cities to see
how we can de-risk, to a certain
extent, cities that are also on the
front lines of climate change.

Would you agree you’re dealing
with greater risk now than you
were before?

We are dealing with greater
risk than we were before. The
coverage we’re providing is more
volatile. But you know, as risk
takers, we’re comfortable with
volatility. We price for it, and
we’ve organized our operations
to deal with it. We’re building
capacity to deal with greater
volatility in terms of the pattern
of claims, and that’s the business
we’re in.
Does more risk also mean an
opportunity to make more money?

There’s an opportunity to grow
our business. And there’s an
opportunity to grow our profit
base, that is true. There’s an
opportunity to grow because
the pool of risk is growing
meaningfully, and risk is our
business. Climate is one of the
pools of risk. Cyber is a big pool
of risk. Inflation and liability is

Could you also force change by
raising their premiums?

3. In 2016, the
federal Liberals
budgeted $5
billion for green
infrastructure
over five years.
Its platform for
the 2019 election
increased that
pledge to nearly
$27 billion
between 2016
and 2028.

4.

$16.5 BILLION

Cost of the worst natural disaster of 2018, the California
Camp fire, which killed 86 people, making it the deadliest
and most destructive fire in the state’s modern record

Pricing is a powerful behaviour
changer, yes. But I think it’s not
just about raising premiums,
because there’s a point at which
affordability becomes a problem.
The sophistication of pricing
drives behavioural changes.
For one product in Ontario,
for instance, we have over one
trillion price points. That is a
function of the work we’re doing
in data analytics. When you
combine pricing sophistication
with prevention activities, you
do change behaviour.

Is there a risk inherent in climate
change that we, as Canadians,
generally haven’t thought of, but
that you are already preparing for?

The changes we’ve seen so
far are irreversible, as far as
we’re concerned. In the next
50 years, these changes will
be exacerbated. The west is to
become 20% drier in the summer
months, and central and eastern
Canada is to become 20%
wetter in the winter months.
It’s a central thesis we’ve been
operating under for six, seven
years, and I think it is becoming
more tangible to people. But it’s

I don’t want to be a prophet of
doom here. I’m saying we need
to adapt now, and I think if your
position with your business is to
create a growth opportunity out
of the change, you should think
about it now. But I don’t want to
call “uninsurability” at this stage.

Okay. But if I have a waterfront
property, what’s the likelihood
that in 10 years I won’t be able to
either get insurance or afford it?

Hard to tell. The biggest danger
on the coast is storm surge. The
storms will be more powerful,
and if water levels are higher,
they will be more damaging.
Preventing for that as people
build will be really important,
’cause if you’re not prepared,
it’ll be hard to find capital and
protection. But flooding is not
just something you’re exposed
to on the coasts. Urban flooding
is a problem across the board.
For insurance protection to
be available going forward,
additional investments in
infrastructure are needed.
Can we end on a positive note?

It’s all a positive note.
Well, is it?

I’m optimistic when I see
governments putting more
emphasis on adaptation. I’m
optimistic when I see that a
portion of the solution is green
infrastructure. I think that as a
nation, in the next decades,
we’ll be in a very good position
to face these changes. But it’s all
hands on deck. And it shouldn’t
be seen as a constraint for
businesses. It should be a core
part of one’s strategy.
Trevor Cole is the award-winning author
of five books, including The Whisky
King, a non-fiction account of Canada’s
most infamous mobster bootlegger.
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Sarah Davis makes a good entrance.
Delayed a few minutes by an unexpected
call—“It’s Galen; she had to take it,” an
assistant apologizes—she saunters in, door
swinging wide, and covers the distance to
the boardroom table in a few long-legged
strides, hand extended in greeting almost
from the first step. It’s impossible not to
return her sunny smile or be disarmed by
her loud, easily summoned laugh.
All that changes the moment a recording
device is stuck in her face. The smile tightens. She arranges herself stiffly. The first
question gets a terse answer followed by
a flat stare. Have you sat down for a magazine interview before? “No.” Silence.
Fair enough. Many seasoned executives
tense up under media interrogation and,
save for periodic investor calls and female
leadership events, Davis has kept a low
profile in her three years as president of
Loblaw Cos. Ltd. That’s understandable.
Her boss is a charismatic billionaire who
became a national celebrity thanks to
commercials in which he touted frozen
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party nibbles and organic baby food with surprising plausibility. It took Galen G. Weston nearly a
decade to emerge from the shadow of W. Galen
Weston, his father. But at this point, no one doubts
he’s in charge as executive chair of Loblaw, and
chair and CEO of George Weston Ltd. He now
focuses on running the parent company, which
owns a controlling interest (along with Weston
Foods and Choice Properties REIT) in Loblaw.
The retailer’s day-to-day and ins and outs—that’s
all Davis. A year ago, her role expanded to include
responsibility for the company’s 13-member management board, as well as the finance and HR
functions. “As Galen increasingly steps away, now
every part of Loblaw reports to me,” she says,
hands folded primly in her lap. Sarah Davis is
ready for her close-up but, boy, the spotlight sure
isn’t her natural habitat.
What is? Spreadsheets, processes and store layout planograms. “I’m a very mathy person,” she
says. Davis rose through the ranks of Loblaw’s
back-office functions for 10 years before landing
the corner office, next to Weston’s, with a panoramic view of Highway 407 in Toronto’s suburbs. Even as her role changed, she held on to
the responsibility for strategy, which made her
Weston’s close collaborator. “If you have a constant working relationship with the family—and,
in this case, with me in particular—you need to be
someone in whom I have absolute trust,” Weston
says of Davis. “The way to prosper here is to make
your ambition a consequence of your ambition for
the company.”
Davis has certainly done her share of heavy lifting. She was a leading force behind the scenes in all
the recent major corporate initiatives, from creating an industry-leading loyalty program to acquiring Shoppers Drug Mart. But probably her most
important contribution was steering the gargantuan overhaul of Loblaw’s technology and logistics infrastructure. Now that nearly decade-long
investment is serving as the foundation for the
company’s transformation into a high-tech grocer.
Loblaw, more than any other national supermarket operator, has embraced data and digital processes both to boost efficiency and to arm itself for
the e-commerce age. It already has a comfortable
lead on its industry rivals; it accounts for about
a third of the Canadian grocery market—almost
twice the share of its nearest competitor, Empire
Co., whose banners include Sobeys and Safeway.
Loblaw also owns the country’s top three food
brands: PC, No Name and Farmer’s Market.
And yet, true greatness in retail has always
required something beyond numbers smarts. It
requires an innovative flair that strikes an emotional nerve, defines a zeitgeist moment. Loblaw
had it once, back when President’s Choice drove
the private-label revolution and Memories Of
sauces were the talk of cocktail parties. Davis
knows the importance of understanding the
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consumer. As proof, she shows off a complex
framework of concentric circles that’s supposed
to explain the company’s strategy—and, indeed,
right there at the centre are the words “a passion
for customers.” Below, she has scribbled in blue
ink: “She who knows her customer best is the
one who will win.” But there are different ways
of knowing. The traditional method relies on the
seasoned merchandiser’s intuition of what consumers want before they know it themselves.
Davis’s way employs algorithms to sift through
the company’s one billion yearly customer transactions for revelations.
That’s where her true passion lies, but it’s hard to
explain. So how about a trip to a store? Does president Sarah Davis still do her own shopping? “Oh,
are you kidding me? Of course I do,” she exclaims,
her booming laugh blowing away all stiffness and
artifice. “Sure you can come to a store with me—
when do you want to go?!”

B

Before we get shopping, some background is
needed to set the scene. Davis was recruited
to work for Loblaw in 2007 from a controller
job at Rogers Communications. Initially, she
was lukewarm: Her entire career had been in
finance at telcos, and she had no interest in a
retailer. But a couple of things intrigued her,
she says. Davis was a regular Loblaw customer
and, as a mom of three daughters, she liked that
her lengthy commute from the western Toronto
suburbs into downtown would be eliminated by Loblaw’s recent
move into new headquarters in nearby Brampton.
She must have been up for a challenge, too, because she was
entering a company grappling with chaos. Under W. Galen
Weston and his band of retail masterminds, Loblaw had enjoyed
a lengthy run of success, particularly in the 1980s and ’90s, opening ever-larger stores that never failed to fill with customers.
“Things were going so well that the finance department didn’t
provide much oversight or control,” says a veteran retail analyst
who was not authorized to speak on the record. “The operators
had been right so often.” Meanwhile, Loblaw’s state-of-the-art,
custom-built logistics technology was proving increasingly difficult to upgrade. As rivals moved to third-party systems, the company’s patchwork of IT stagnated. Things came to a head in 2005,
when a diversification into general merchandise, compounded
by an effort to hone operating efficiency in preparation for direct
competition with Walmart, caused operations to tangle and
seize up (the initiative’s name, “Project Simplify,” proved ironic).
Inventory crammed warehouses, crews waited to unpack goods
that never arrived, and seasonal products missed demand windows and had to be liquidated.
The stock went into freefall. A corporate bloodletting resulted
in the departure of Weston Sr.’s team and his 33-year-old son
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says. “It was one of the big contributors
cost structure.
to making the merger successful.” Davis
Davis, an analytically minded finance whiz,
WITH ME IN
gained colleagues’ respect with her focus
fit that bill. She remembers meeting with the
and willingness to ask hard questions.
jeans-clad Weston and avuncular, largerPARTICULAR—
“She’s someone who listens more than she
than-life Leighton. “I liked their dynamic,”
speaks,” says Leger.
she says. “Allan joked that the CFO had told
YOU NEED TO
As CAO, Davis also ran the supply chain,
them it was their job to convince me to join,
which entailed a big learning curve. But she
so both were very…selling.” As controller,
BE SOMEONE
embraced it because it tapped into her anashe could avoid the political infighting that
lytical side. “Supply chain is all logistics, all
ensued among the leadership triumvirate.
IN WHOM
math, so I loved that,” she says. “Like, I really,
“She was coming into a very unsettled envireally loved that.” She travelled to every disronment that would have benefited from a
I HAVE
tribution centre and asked impolite questions:
clear head,” says Foote, who worked with
“Why do you do it that way? Wouldn’t this way
Davis for just over a year and remembers
ABSOLUTE
be better?” She huddled with the tech nerds
her as a calming presence “not so fussed
around screens running algorithms showing
by all the commotion.” For Weston,
TRUST”
how product “pickers” move through stores to
Davis brought another crucial asset:

experience at a family-controlled com—DAVIS’S BOSS,
pany. “She enjoyed [CEO Ted Rogers’s]
LOBLAW
SCION
relationship with Rogers management,
AND
EXECUTIVE
CHAIR
and it wasn’t something that intimiGALEN G. WESTON
dated her,” Weston says.
The reorganization would last well
into the next decade. Davis continued to oversee it after becoming CFO in 2010. The subsequent
four years were transformational, both for Loblaw and for her
career. She led the implementation of the SAP enterprise system
that finally gave the company a sound technological infrastructure. She assisted the spinoff of the real estate portfolio into the
Choice Properties REIT. The move resulted in a share price hike,
enabling Loblaw to finally pull the trigger on a target it had been
circling for years: Shoppers Drug Mart. After meeting with the
George Weston corporate development group every Monday
for months, Davis says the $12.4-billion transaction finally came
together over a weekend. “What we loved about that deal is that
when we looked at the demographics of Canadians getting older,
the shift to smaller stores, people moving into cities, Shoppers
ticked all those boxes.”
Soon after the merger closed, Davis was named chief administrative officer. “It wasn’t necessarily my choice,” she admits. “I
loved being CFO—it was my training.” But Weston wanted her
exposed to the operating parts of the business. Colleagues told
her, “Oh, you’re getting groomed,” but the picture was more complex. Her move coincided with another C-suite shakeup, including
Weston taking the role of president and Richard Dufresne becoming Loblaw CFO. Dufresne had been hired away from Metro to
head up finance at George Weston. As a close family adviser, he
was already seen as a shadow CFO to its operating companies.
Observers didn’t fail to notice that, in less than a decade, the power
had shifted from store operators to cost controllers: Two of the top
three positions at Loblaw were now occupied by finance people.
The CAO job wasn’t glamorous. It put Davis in charge of the

fill carts most efficiently. She drove forklifts and
electric trucks. “She really got on the floor,” says
Sharla Paraskevopoulos, senior vice-president
in charge of Loblaw’s conventional grocery banners, who has developed an informal co-mentoring relationship with Davis.
Davis took it upon herself to drive cultural
changes as the company strove to break down
regional and operational silos. Since becoming
president, there’s another shift she is trying to
institute: an embrace of data analytics in business
decisions over simple experience and gut feel.
At a meeting of the company’s 150 top executives
last fall, she talked about business sometimes
being perceived as tough and money-focused, and
asked, “How do we make our customers feel like
we really understand them and the issues in their
lives? …How do we develop products and services
that are grounded in the reality of our customers’
everyday lives?” Says Paraskevopoulos: “It was
very personal. You could hear a pin drop.”

LINE
It’s a week before Christmas, and Davis
has some last-minute holiday shopping
to do. Her entrance on this occasion is
even better: She descends the angled
staircase from the store’s mezzanine level
like a diva greeting autograph seekers. Tall
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and slender, and dressed in a sleek white coat,
she is the most elegant presence at this suburban
Real Canadian Superstore, which she nipped into
before dashing off to the office up the road.
Her real aim is to show off the efficiency and
merchandising experiments at this location,
which serves as something of a corporate testing lab. She strides around cheerfully and purposefully, trailed at a respectful distance by
the store manager. First stop: electronic shelf
labels, whose prices are changed dynamically from a central office. A big win, Davis
says. “You can never have the wrong price,
where the cashier has to do a price check.”
The manager approaches to explain that
on Wednesday nights, staff previously had
to make 70,000 price changes manually
and many more during holidays. All that
work—gone.
Much of the freed-up employee time has
been reallocated to running PC Express,
the “click-and-collect” e-commerce service that lets customers order groceries online and then pick them up during pre-set time windows. At 8:45 a.m.,
pickers are already roaming the aisles
to fill order lists. “In some stores, pickers get used to what regular shoppers
like,” says Davis. “People specify qualities of their produce, like really yellow bananas.” She wants to show off the pilot system that tracks
the wait time between a customer’s arrival and the order being
loaded into the car, but consternation ensues when no one seems
to know the system password. The target is no more than five
minutes and, once it’s finally logged on, the tracker shows a wait
of two minutes. Snags can happen when customers request lastminute additions or people miss their pickup time slots, jamming
up the parking lot.
As we stroll around to the jing-a-ling of Christmas tunes, Davis
points out other changes. This is also the first location with a party
section, an attempt to take some business away from the dollar
stores. Finally, we reach Flashfood: Download the app and get an
average of 50% off produce, meats and other groceries approaching their expiry dates or that have been overstocked. Davis whips
open the door on one of the fridges. “Let’s see, what’s going bad?
Tourtière, cottage cheese…” She’s proud of this innovation. As
she likes to say, “It’s best before—but it’s still good after!”
In all, there are some 400 process, product and technology
experiments underway across the company, estimates Michael
Van Aelst, a TD Securities analyst. These range from an app that
lets customers skip the checkout lines by scanning items on their
phones as they shop to a new Meal Solutions division that will
go head-to-head with meal-ingredient delivery services such
as Chefs Plate and Goodfood. Many innovations focus on what
Davis calls “solving meals.” There is a stat she likes to trot out: At
4 p.m., 80% of Canadians don’t know what they will have for dinner. “That was my life for many years,” she says, citing research
that shows consumers are shopping more for meals than ingredients and not eating out as often. Loblaw does its homework,
analyzing demographics and ethnic distribution to guide decisions about product assortments and the development of new

President’s Choice offerings (expect
more Philippine dishes as Canada
has seen waves of immigration from
that country in recent years).
E-commerce, of course, is a huge
focus for most big grocers. Empire is
making an ambitious investment in
delivering fresh groceries through Voilà
by Sobeys, a partnership with U.K.-based
online supermarket Ocado. Loblaw is
primarily leveraging its store network—
although PC Express is testing an expansion beyond store pickups to subway and
commuter train stations. Home delivery
has been trickier. “For a while Loblaw was
holding back, which I thought was a big
mistake,” says Bruce Winder, a retail consultant. “It’s probably because it’s hard to
make money on it. That’s what all retailers
are grappling with right now—none are really
built for home delivery, which requires new
relationships, warehouses, infrastructure.” In
late 2017, Loblaw launched a partnership with
Instacart to deliver groceries in as little as an
hour at a cost of six to 10 bucks. The company
is currently building an automated mini fulfillment centre for home delivery and the click-andcollect service that aims to speed up orders by
relying on robots to pick and pack staples.
All these efforts may look scattershot, but
Winder credits management for its willingness
to experiment. “For a company like Loblaw, it’s
really, really, really, really difficult to increase
sales more than inflation,” he says. “They may
look a little confused and unfocused, but that’s a
big company trying to innovate. And they’re not
afraid to try stuff. That’s unusual.”
Underlying the myriad initiatives is a broader
effort to capitalize on the company’s vast consumer relationships: The more than 18 million
PC Optimum members represent a huge national,
multicategory sample to mine for insights. “But to
use the data in a way that’s beneficial to the business, you need to build a culture that wants to use
it and a team that knows how to use it,” says Mark
Petrie, merchandising and consumer products
analyst at CIBC Capital Markets. Loblaw has hired
hundreds of experts in artificial intelligence and
machine learning, development operations and
data science to fine-tune its promotional effectiveness. It is making strides in using its PC Optimum database to tailor promotions, essentially
creating digital flyers personalized to every customer based on past purchases.
How fundamentally data should drive strategy is
a topic on which Davis and Weston have sparred.
“We have had intense conversations about the
science versus the art of retailing,” Weston says.
“She occasionally refers to the art side as ‘tummyrub comfort being stupid,’ which I think is a great
provocation. But the reality is that she fundamen-

“THEY MAY
LOOK A LITTLE
CONFUSED AND
UNFOCUSED,
BUT THAT’S
A BIG COMPANY
TRYING TO
INNOVATE.
AND THEY’RE
NOT AFRAID
TO TRY STUFF”
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tally believes in both. You need to create inspiration, and that’s not based just on what people
have done historically.” Loblaw’s commitment to
analytics was tested in the second quarter of last
year, when a two-year-old program that uses algorithms to calibrate promotions to maintain margins backfired, cutting into food sales. Davis conceded that the team was “overzealous,” but there
has been no attempt to back off, only to tweak
the formula, and analysts gave Loblaw credit for
sticking with the program. “Management knows
exactly where it went too far and has been dialling
it back gradually to avoid triggering a price war,”
wrote TD’s Van Aelst.
Data has become a vital weapon as the competitive landscape fragments and bleeds across
industry boundaries. Loblaw’s rivals now include
not only other grocers and big-box giants like
Walmart but also less obvious attackers such as
Wayfair, with its expanding housewares offerings.
And the shadow of the world’s scariest retailer is
never far away. While Amazon and other online
retailers represent less than 2% of food sales in
Canada, that share is growing at more than 30%
a year. “Amazon is here and getting stronger,”
Winder says. “And when it starts to hit its stride
in basic foods and fresh delivery, Loblaw will
see pressure, especially on lower-tier banners
such as No Frills and Real Canadian Superstore.”
Those banners already have a decade and a half
of Walmart and Costco steadily encroaching on
their territory.
Among the biggest potential threats to Loblaw’s
discount business are the so-called “German
twins,” Aldi and Lidl. In a 2017 interview, Weston
described the “notorious German discounters”
in terms that brought to mind the Second World
War: “They have been wreaking havoc in Europe
for years…to devastating effect.” But Petrie, who
calls the two companies, with utmost respect,
“the Dollaramas of grocery” for their meticulous
operational rigour and pricing that’s significantly
below Walmart, notes that their attempts at U.S.
expansion have had mixed success. Despite some
feelers in this country—including Lidl quietly
setting up an office outside Toronto some years
back—there is no sign of an imminent invasion.
Whatever its rivals may throw at it, Loblaw is
well positioned to fight back. “They have the best
store brands, best locations and best private labels
in both pharmacy and grocery, so they’re working
from a leadership position,” says Petrie. He notes
that the company seems more focused on shoring
up that leadership with a cushion of profits than
extending it. Davis concedes as much: “Our goal
is to keep our market share flat, not necessarily
increase it.” The bigger bets will come from using
data to enter into new businesses, she says. That
includes a debit card–type offering linked to the
PC Optimum program, expected this year. Longer term, the “connected health care” initiative

could take the company in a fresh direction. While
details remain fuzzy, Loblaw plans to develop a
digital infrastructure that connects pharmacies to
doctors and payers, freeing up pharmacist time to
focus on patients.
This long-horizon approach, with a focus
on profitable growth rather than wild leaps to
increase market share, is something Davis views
as endemic to family-controlled businesses.
“There is a certain stability in having a controlling
shareholder that’s in it for the long term,” she says.
“I feel I’m building a generational business, not
just thinking of the next quarter.” There is still a
stark contrast to the previous regime. “The father
was more of a swashbuckling buccaneer who had
turned around a decrepit business” in the 1970s,
says the veteran analyst. “They weren’t too shy to
put big bets on the table. The son is more measured, conservative—he has to be.”

B

Back in the Brampton boardroom, the microphone clicks off. Instantly, Davis’s body language practically screams “phew!” She stands
up, rolls her shoulders, sets aside the pages of
speaking points, and launches into a friendly
gab about kids and favourite recipes (her signature is lasagna). In her office, she shows off her
three daughters’ graduation pictures (the eldest,
“mathy” like her mother, is doing an MA in artificial intelligence). On the way, she gestures at
Weston’s darkened office, noting he comes in a couple of times a
week. “Galen will always be part of the strategy, but he is spending less time here,” she observes. It would be easier for Loblaw
customers, the vast majority of whom are women, to believe
Davis, not Weston, buys frozen meatballs for her family. But she
is unlikely to become the face of President’s Choice. “The benefit
of a family member [playing that role] is there will never be a
conflict between the interests of the brand and the family,” says
Weston—a pointed reference to the acrimonious split with Dave
Nichol, the original president in President’s Choice.
However, Davis may be closer to the boss than any previous
president. By all accounts, Weston, who has collaborated with
four presidents, and Davis (five years his senior) work well
together and enjoy each other’s company. Asked if they often disagree, Weston chuckles. “Oh, yeah. We’re fond of saying to each
other, ‘See, I told you.’ We have about a 50-50 record, though we
tend to interpret it in our favour.” Davis has earned his respect
for what he calls her “inner strength”—a quality he struggles to
define but ultimately settles on describing as “doing the right
thing when faced with difficult questions or challenges.”
Trust, collaboration and putting the company first: Those are
the qualities Weston sees as essential in a Loblaw president.
He adds, “She is far and away the best Loblaw president I’ve
worked with.”
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Put your boots

Jim Treliving

No one sets out to fail.
But it happens—sometimes
spectacularly. We talked
to eight entrepreneurs
about their biggest business
catastrophes, lessons learned,
and how flaming out made
them better leaders
ILLUSTRATIONS BY MARK MATCHO
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The first time we tried to open
Boston Pizza in Toronto in the ’80s,
we weren’t prepared. I thought we
could do anything, go anywhere.
But what you’ve got to remember—
more than anything—is that when
you expand to another side of
the country, it’s a whole world
of difference. It’s not just a time
change. You’ve got to go in and look
at the area first and find out what
you should be doing. I should have
made sure I had all my ducks in line,
and I didn’t.
I didn’t realize many people
were working in factories. They
were going to work at seven in the
morning, getting off at three, picking
their kids up at four, and the next
thing they knew, they were going
for dinner at five o’clock. We never
saw that in Vancouver; there, people
didn’t come till eight o’clock. So, my
franchisees didn’t have enough staff
at five. We had some of the wrong
equipment, too—we couldn’t get our
food out fast enough because of our
ovens, but people were on a tight
schedule. Another thing we found
is that staying open late at night,
which we did in the West, didn’t
work in the East.
We actually ended up closing
some stores because we weren’t
prepared. I remember flying from
Vancouver thinking, My God,
our franchisees don’t know what
they’re doing. I thought it was their
fault more than it was mine. And
I realized on the way back that I
hadn’t taken any time to analyze that
market. It was not anybody else’s
fault. It was my fault. It felt awful.
We pulled right out of the market,
and I thought, Well, I’ll never go
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FAILURE
IS AN
OPTION

Chairman and owner of Treliving
Management and Boston Pizza
International, and long-time Dragon
on CBC’s Dragons’ Den

Solutions are
for suckers

on the ground
east again. Five years later, we did.
I knew it wasn’t a mistake to go
east—it was how we’d done it.
The lesson I learned was this:
Analyze your market before you do
anything. The second time, we were
prepared. We built a store that could
handle high volume at different
times. And we were on the ground.
The first time around, I thought I
could run the Ontario operations
from Vancouver. The second time,
I moved and set up an office in
Mississauga. If there was a problem
in a store, I could have a guy there
in less than 40 minutes.
Somebody once told me we’d never
have more than a couple of stores in
Ontario—and we’ve got more than
110. And we have great franchisees
from Newfoundland to Vancouver
Island to the Yukon and Northwest
Territories. I think the one thing
people don’t tend to understand
about failure is that failure makes
you stronger. /Stacy Lee Kong

IS FAILURE
NECESSARY
WHEN
STARTING UP?
YES
MAYBE
NO
27%
34%
39%

(according
to a StartUp
Canada poll of
entrepreneurs)

90%
Average
number of
small and
mid-sized
businesses
that fail
each year
in Canada

Simon De Baene

CEO and co-founder of GSoft,
the Montreal tech company
behind Officevibe and ShareGate.
ShareGate was the first product we launched,
about 10 years ago. It’s a tool IT professionals use
to move data to cloud-based services, and we
worked on it for two years and invested all the
money we had. It was my life. But after two years,
we realized we had maybe four customers,
and two of them were our friends. We decided
to pull the plug.
I managed to convince my partner we had to
reinvent the product, even though pulling the
plug and trying to build it again went against
everyone’s advice. But three months later, we put
ShareGate on the market. A month after that,
we had sold more licences than we’d sold in the
first two years.
We built ShareGate ourselves. The original had
so many features, but most of them didn’t work
well. The product wasn’t really addressing the
problems customers were facing. I think that’s
a common trap: falling in love with the solution
instead of the problem. You lose track of the
problem you’re trying to solve.
When we rebuilt ShareGate, we fell in love
with the problem. We talked with customers and
listened to what they had to say, and then we tried
to build a simple solution to fix it. We transformed
a product with 100 features into a product with
one feature.
Two years after that, we launched another
product called Officevibe, which helps managers
stay connected to their workers. A year and a half
after the launch, we pulled the plug again and
completely rebuilt it for almost the exact same
reason. This time it was after a year and a half, not
two years, and we had 16 customers, not four. But
we could have learned much faster.
It’s tough to accept that you need to pivot. You
always feel like the next month will be the right
month, the next feature will be the right feature.
And what was really tough for us was that we
never raised any money. Everything we do here is
from our own pockets. It’s very different when you
fail with your money, not other people’s money.
To date, GSoft has built between 20 and 25
products, but it is defined by Officevibe and
ShareGate. It just happened that the two mistakes
we made became our best-known products.
It’s almost a sign that mistakes are unavoidable.
You have to fail a few times before you succeed—
it’s just part of building a company. /S.L.K.
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45%

Leaders who
said they
suffered at
least one major
career blow-up
(getting fired,
messing up
a big deal or
blowing an
acquisition),
according
to Harvard
Business
Review’s
10-year CEO
Genome study
of 2,600+
executives

Grab opportunity
by the handshake
ISSY SHARP

Co-founder of Four Seasons
Hotels & Resorts

Back in the mid-1970s, I was
still trying to make a living
as a developer, and I was still
building and owning hotels.

I had put under option a site
in Vancouver called Coal
Harbour, which was on the
water next to Stanley Park.
I had worked on the deal
with the CN pension fund,
which was putting up the
money. We had the permits
and approvals to build 1,000
apartments and a 250-room
hotel. But as we were ready
to start construction, the
city council decided the
project was too close to the
park. Would we move it
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100 feet? I thought, Stanley
Park is 2,000 acres, so what
difference is 100 feet going
to make? But the mayor—
who was very supportive
of the project—said that
if we didn’t agree, the
council would put together
a proposal to expropriate
the land. I didn’t take it
very seriously, and they
expropriated the land, and
it was a disaster.
The day it was announced
that the deal had fallen

Portion
of those
leaders who
eventually
made it
to CEO

apart, I got a call from
Eph Diamond at Cadillac
Fairview. “We’re building
the Pacific Centre,” he said,
“so why don’t you put your
hotel there?” We’d just
completed a hotel in Calgary,
which was very successful,
so we took the exact same
deal in Vancouver: We’d be
responsible for the cost of
construction and for leasing
the building CF would build.
Unfortunately, inflation
kicked in, construction costs
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78%

skyrocketed, and we were
on the hook. The project
became an impossibility.
We didn’t have financing
or money, so I went to my
partners—TD Bank, the
Eaton Centre and CF—
and said, “This deal is not
going to work.” It would’ve
pushed the company into
bankruptcy—I could go
broke lowering costs, or
I could go broke finishing
the hotel as intended.
They said, “Look, borrow
the money, do what you
have to do, then we’ll
talk.” On a handshake, I
borrowed money I could
never repay. After the
hotel was built, they lived
up to the handshake—we
renegotiated the deal so
we could all go forward.
The hotel became a great
success, and we’ve been
running it for more than
40 years.
But the experience taught
me a lesson: I could no
longer build and own hotels,
because the cost of owning
real estate was too much of
a financial risk. Thereafter,
we would become a
management company,
only taking a minor equity
position—between 5% and
15%—that would not put the
company into a financial
bind if there was a cost
overrun on construction
or an operating loss. That
remains the Four Seasons
business model today.
If I had built Coal Harbour,
I might never have gone into
the hotel business. Today,
we operate over 120 hotels
in 45 countries, with another
60-plus under one form of
development or another.
My advice is that any
deal is only as good as the
partnership you’re going
into. Look at the people
before you make a judgment
on whether a business is
going to be worthwhile.
People first, business
relations second. And never
take a risk you can’t afford
to lose. /Dawn Calleja

DON’T
FIGHT
TOWIN
Kristen Gale

CEO and founder of The Ten Spot,
which has more than 20 locations
across North America
It’s very simple to get into franchising.
Basically, you pay a lawyer to create an
agreement for you that says, “Now you’re
a franchisor. You are legally allowed to sell
your business model.” But it’s one thing
to have your lawyer create this document.
It’s a whole other thing to be a great
franchisor.
I didn’t realize I had just created a
new business. At my corporate stores,
my customers were people coming in
for manicures, pedicures and waxing
services. When I started franchising, my
customers became my franchise partners,
and my job was not to operate beauty
bars; it was to curate a business-in-a-box
experience. As a franchisor, I have to
provide mentoring and tools for someone
who has never run a business before. I’m
on the hook for that experience going
seamlessly, from signing on that dotted
line to getting their email accounts set up

to finding contractors to all the marketing
programs and training for them and
their staff, right up to the grand opening
party. Even once they’re operational, I
have to continue that support, because
franchisees pay royalties.
But I didn’t realize that at the beginning.
We had a tight system for each location.
Every protocol and policy you could think
of in the beauty bar was done. But we
had nothing for the franchising arm of
the business. I was always just one step
ahead of my franchise partners. It would
be like, “You need to find a space? Okay,
let me write up the specs for how to find
space right now and send them to you.”
Soon, we heard from a lawyer. Our first
two franchise partners sent us a letter
saying, essentially, “This isn’t going well.”
My first reaction was, Oh my God, I can’t
believe that this is happening. Clearly we
had failed on communication, because
they didn’t feel like they could come to
us to express their dissatisfaction.
But then it was like, “Okay, put on
your big-boy pants, ’cause you’ve got
to fix this.”
The actual business of franchising is
about relationships. It’s an interesting
dynamic that doesn’t exist in any other
model. We’re not their boss, and they’re
not our boss. We’re not their employees,
and they’re not our employees. And we’re
not 50-50 business partners. It’s their
own business, but they have to follow
certain procedures. It has the capacity
for a lot of tension and conflict.
So, I called up each of our franchisees
and invited them for coffee. I knew they
didn’t want this to be the start of our
10-year contractual relationship, and I
sure as hell didn’t want it to start like this.
So, I accepted that I messed up. Besides,
perception is reality. If you think I’m not
doing a good job and I think I am, who
cares? Let’s default to, “I’m not doing a
good enough job, and how can I get better
for you?” It’s almost like, would you rather
be right, or would you rather win? I want
to win, so I don’t need to have my ego
wrapped up in this.
And it ended up being a great story.
One of the franchise partners is still with
us—she’s had her location for six or
seven years now. And the other partner
ended up getting a second location with
us within the year.” /S.L.K.

PERCENTAGE OF ADULT POPULATION WHO SAY FEAR OF FAILURE
WOULD PREVENT THEM FROM STARTING A BUSINESS
ITALY
CANADA
JAPAN
UNITED KINGDOM
UNITED STATES
GERMANY
FRANCE

52%
47%
44%
40%
39%
39%
37%
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Stephen Smith

CANADIANS
WHO FEAR
FAILURE
IN GENERAL
2014

36.5%
42.3%
2018

Chair, CEO and co-founder
of First National Financial
Corp., and namesake of
Queen’s University’s Smith
School of Business

Failure is something I’ve
had experience with, and
it came up for me again in
2015, when I was looking
to give $50 million to the
Queen’s University School
of Business. I’d gone
personally bankrupt in
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1984, and I was embarrassed
about someone finding out.
But my sister said to me,
“Look, you should make it
really clear that you went
bankrupt so people don’t
think you inherited all your
money or had some sort of
silver spoon. If they hear
your story, they’ll know you
earned it.” So I’ve come to
embrace my failure, and I
find it resonates with people.
My sister remembered
that time in my life well
because I ended up having
to live in her basement.
I had an entrepreneurial
streak. I’d bought and
flipped a few triplexes and
thought I could do more
in the real estate market,
which was pretty hot in the
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Bet big—
but be careful

1980s. So I bought some
lots and built some houses
in Toronto’s Cabbagetown
neighbourhood. But interest
rates started going up fast—
they went up to 21%—and
we ended up in a real estate
recession. I had trouble
selling the houses, and I
lost all my equity. I lost
everything I had.
I was 33 at the time, just
when people feel they
should be accomplishing
something in their careers,
and it was shattering.
Looking back now, I
probably went into a minor
depression—I remember
breaking down in tears
once or twice. I felt like
a complete failure. It was
really tough.
It took three or four
years for my confidence to
recover, and there were a lot
of lessons in it for me. I was
over-leveraged, not really
understanding the market
and probably overpaying for
land. When I got my career
started again—I got a job
at a boutique investment
dealer—I became more
risk-averse. People think
entrepreneurs are business
types who like to roll the
dice—big risk takers. I don’t
think that’s true. I think
entrepreneurs are measured
risk takers. They’re willing
to make big bets, but they’re
careful about them.
Because of that failure, I
think I analyze things more
now. I think, What happens
if I lose everything? What can
go wrong here? It matured
me a bit.
In Canada, we’re still
very averse to talking about
failure. I’m still a little
embarrassed about my own
experience with it, but I’ve
tried to embrace it. And
for new graduates, it’s an
important message to hear.
I think they look at me and
think, If Stephen Smith can
recover from bankruptcy,
I’ll be okay. /Carol Toller

HIRE
SLOW,
FIRE
FAST
Bobby Umar

SOURCE CB INSIGHTS

CEO of Raeallan, a
training and leadership
consulting firm
There was someone I was
very excited to hire. I gave
him a senior role and started
working with him on a big
project. There were a few
hiccups early on, but then
it started to escalate to the
point where I was spending all
my time trying to please him
and answer his suggestions
and complaints. We spent
three or four months butting
heads, which caused a delay

in our timeline. It affected
morale, too—the whole team
felt frustrated because we
weren’t moving forward. I was
frustrated, and I’m the CEO!
My mistake was not saying,
“If you’re not aligned with
where we’re going, then you
need to exit.” But I wasn’t
willing to make the decision
to let him go—I’d known him
personally for 15 years.
Finally, it got to the point
where he decided to leave.
It had been building up for
at least a month, so when
he booked the meeting,
I just sat there and didn’t say
anything. I didn’t complain.
I wanted to make sure the
relationship was healthy and
to let him know I was happy
to support him.
After he left, there was
some relief that we didn’t
have to go through those
“yeah, but” discussions all the
time. Plus, we found someone
to take his place quite
quickly, and we moved more
quickly than we had in the
previous four to six months.
It reinvigorated us a little bit.
For the most part, hiring
swiftly has worked well in lots
of areas. Most of the time,
it’s been successful. But the
20% of times when I haven’t
been successful, it’s been a
huge drain on growth and the
culture and everything we do.
So now, instead of having
one conversation before
hiring someone, I have
two or three—if not more.
Also, either in a contract
or an email, I lay out clear
roles, responsibilities and
expectations. That can go
a long way. I’m also big on
trials—let’s try this for a
month or three, and then
we’ll evaluate how’s it going.
And if it’s not working out,
we’re going to let it go. /S.L.K.
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TOP 10 REASONS STARTUPS FAIL, BASED ON AN ANALYSIS
OF 101 STARTUP POST-MORTEMS
NO MARKET NEED
RAN OUT OF CASH
NOT THE RIGHT TEAM
OUT-COMPETED
PRICING/COST ISSUES
USER-UNFRIENDLY PRODUCT
NO BUSINESS MODEL
POOR MARKETING
IGNORED CUSTOMERS
PRODUCT MISTIMED

42%
29%
23%
19%
18%
17%
17%
14%
14%
13%

Embrace
embarrassment

Ilana Ben-Ari

Toy designer, social entrepreneur
and CEO of Twenty One Toys, maker
of the Empathy Toy and Failure Toy

Designing a toy that teaches failure is the
hardest thing I’ve ever had to do. I had a ton
of research into what failure actually means
to everyone. I knew I needed a game that
created stress and caused people to buy in
really quickly. I knew from the beginning
that the game would be a game of balance. I
knew that it would be played collaboratively
and offer insight into how people deal with
blame, risks and the expectations of others.
But that made the design process really
intimidating and difficult.
When I’m designing, I use physical shapes,
textures and game dynamics to mimic
real-life behaviours. My process involves
hiding away, not talking to anyone
and making really Frankenstein-like
prototypes—that is part of my science, and
there’s nothing to be embarrassed about.
But I had set an ambitious deadline, and
I was really hard on myself. I thought that
if I just set that deadline, everything else
would fall into place. And when it didn’t,
I was embarrassed and upset.
But failure is part of the design process.
It’s not called failure, though—it’s called
prototyping and iteration. This process
taught me that if you’re doing anything new,
it will suck many times over, sometimes for
long periods. And that’s good. It’s part of
the process—your job is to understand your
reactions to these common obstacles so
you know when to push yourself and when
to be kinder and gentler to yourself. Selfawareness and understanding are key
to breaking through those creative ruts.
And even though I was feeling awful, I had
validation from day one, because the number
of people who heard the words “failure toy”
and said, “I need that,” was ridiculous. We
hit 50% of our fundraising goal in less than
24 hours. We have a 1,200-person waiting
list based on absolutely no marketing or
information. We even had a university in the
U.S. buy one based on no prototype and no
information. They were just like, “We need it.
We want to buy it.” /S.L.K.
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Portion of
executives in a
Harvard Business
Review study of
360 leaders who
have been fired
or laid off—the
majority at a
late stage in
their career

68%

Portion of them
who got a new
job within six
months

91%

Just keep going
Aydin Mirzaee

Co-founder of Ottawa-based
Fellow Insights Inc., whose
app helps managers track
goals and feedback, and lead
more effective meetings

It was 2006, and I had just
started out at Nortel after
university. My two buddies
and I figured out a way to
hack Skype so you could
basically call anybody in
North America for free.
It really caught on. Then
all these other companies
started doing what we
were doing and raising big
amounts of capital.
Everybody in Ottawa said,
“Nobody’s going to give
you money. Your best bet

is to raise it from people
in Silicon Valley.” But how
would I get to people in
California? I had an idea:
What if we recorded a video
of me pitching our idea and
posted it on YouTube? I
emailed the video to every
venture capitalist, and
a bunch of blogs started
writing about it, including
Valleywag, which called me
Lonelydork15. They weren’t
very nice. I freaked out and
pulled the video. But for the
longest time, if you searched
my name, that Valleywag
piece was the first result.
I got pretty down. I had all
these big dreams, and now
I was Lonelydork15.
My adviser and I
were talking about why
people were so interested
in criticizing some
20-something from Ottawa
for posting a video, and we
thought, What if there’s a
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Landed in a job
that was at a
similar or higher
seniority level

business in criticism? We
created this website called
Chide.it, where people
could post stuff and other
people could criticize it.
Maybe Coca-Cola could
post a video of a commercial
before it goes nationwide
and people could critique
it, and that could be useful.
It would be the world’s first
anti-social network.
We spent six months
trying to build this thing,
and nobody wanted to use it.
People were like, “You want
me to publicly embarrass
myself?” In hindsight, it
does sound like an awful
idea, but we thought it was
brilliant.
At this point, I had already
left my job at Nortel, so this
was not a great time. Then
we started thinking, What if,
instead of criticism, we called
it feedback? The first thing
we built was a system for
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18%

business case competitions,
where students could
submit projects and the
judges could give feedback.
Later, we took that
application form and made
it into its own product and
built a drag-and-drop form
builder. But it was still the
most commonplace product.
Eventually, we made our
surveys meet these obscure
accessibility requirements
from governments. Then
we started to realize people
didn’t want their data in
the U.S. So we went to
anyone who was publicly
funded and cared about
data privacy—governments,
colleges, universities,
non-profits—and pivoted
from being a government
survey tool to a Canadian
survey tool.
In 2014, we had just over
90 people at our company,
Fluidware. That’s when we
realized it made sense to join
forces with SurveyMonkey,
which bought the company
[for reportedly more than
US$50 million].
We’ve had a lot of pivots.
At the beginning, it was
just failure after failure
after failure. I would look at
my friends, and they were
getting master’s degrees and
PhDs and getting married.
It seemed like everybody
was succeeding but me.
But you can’t connect the
dots looking forward. You
can only connect the dots
looking backward, and I
certainly feel that way with
Fellow, which we started
after leaving SurveyMonkey.
The problem we’re trying
to solve is how to help
managers lead their
teams from a productivity
perspective and make them
better managers.
It’s too early to look at
any particular event and
decide whether it’s a good
thing or a bad thing. For all
I know, everything in the
past only happened so it
could open the door for us
to build Fellow. /Joe Castaldo

Make the most of your
hard-earned money.
At Fidelity Investments we know how hard you work to get ahead.
We’re here with the people, products and commitment to seeking
long-term performance that can help you stay ahead.

Ask your ﬁnancial
ﬁnancial advisor

ﬁdelity.ca/StayAhead

STAY AHEAD

© 2020 Fidelity Investments Canada ULC.All rights reserved. Fidelity Investments is a registered trademark of Fidelity Investments Canada ULC. 214150-v2019916

NOT EVERY COMPANY CAN BE A SUPERSTAR.
SOME ARE TOO COMPLICATED,
TOO NICHE OR JUST TOO BORING.
MEET THE HIDDEN GEMS USING CLEVER
TACTICS TO DOMINATE THEIR FIELDS—WHILE
CREATING OPPORTUNITIES FOR INVESTORS

Kevin Ford’s company doesn’t make iPhones, goose-down
parkas or jet airplanes—products that are easy for investors
to understand and for analysts to value. Calian Group supplies specialized systems, training and software to several
sectors, ranging from the military to health care. The firm
also builds satellite equipment at a factory in Saskatoon, selling its wares across North America and Europe.
Calian’s stock has traded at a modest 15 times trailing earnings recently. “I think we got a bit of a discount because of our
diversity,” concedes the 55-year-old bespectacled tech industry veteran. “At some point, fundamentals will be sexy again,
and I’ll be one of the top 10 sexiest CEOs.”
Amid the hottest stock run in history, there are still solid,
unglamorous performers that somehow get overlooked by
most investors.
Several of these companies share traits. Some are conceptually challenging, or have specialties that look risky or
bewildering at first glance, such as subprime lending or making internet protocol equipment and software for broadcasters. Others produce reliable profits and share-price appreciation in humdrum but essential businesses like rental housing,
iron ore mining and managing local hockey arenas.
After a 10-year bull market that’s looking long overdue for a
correction, dogged value investors are searching for bargains
that might provide safety in a storm. And companies like
Ford’s are hidden gems ready to be found, priced well below
the traditional value investor’s price-to-earnings (P/E) ratio
threshold of 20. Finding them takes work, however.
To discover how the leaders of these companies have
improved on traditional strategies, we searched beyond the
financial statements. We called 10 of them to find out what
their organizations actually do—and all were eager to tell
their stories.

B Y J O H N D A LY
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CALIAN GROUP LTD.

REVENUE: $343 MILLION
PROFIT: $20 MILLION
THREE-YEAR PRICE GAIN: 51%
P/E RATIO (TRAILING): 15.3

Calian CEO Kevin Ford doesn’t have
a spectacular idea to sell to investors.
Unlike other Canadian tech companies
that grew far bigger—Nortel and BlackBerry come to mind—his firm’s business is unlikely to grab headlines. But
given those firms’ gargantuan flameouts, his approach might be wise.
What Ford’s company has are four
segments, each a challenge to explain:
Advanced Technologies, which makes
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P/E RATIO:

satellite components and ground systems, primarily in Saskatoon (its clients
include the European Space Agency
and Sirius XM); Health, which runs
clinics for the Department of National
Defence (DND) and Loblaw; Learning,
which provides training programs and
software to the DND and other public
sector clients; and Information Technology, a grab bag of consulting services for enterprise systems and cloudbased computing.
Everyone got that? Ford tries an analogy: Calian is an engine with four pistons, “and even if one goes down, I still
have three driving the company.”

Founded in 1982, Calian has grown
steadily and posted prof its for 72
straight quarters, going back to 2001.
And the company keeps investing substantially in R&D for its future—about
$10 million since Ford took the helm as
CEO in 2015.
Still, Calian’s stock market value has
barely exceeded the top threshold for
a small-cap stock recently—about $300
million. That can be frustrating. “We
see people coming to IPO right now
and blowing through our market cap
in a couple of days,” Ford says. “We
don’t do simple things. We do complex
things, and we do them very well.”

15.3
A WORKER
PUTS THE FINAL
TOUCHES ON
A COMPOSITE
CARBON FIBRE
ANTENNA
AT CALIAN’S
RESEARCH
FACILITY IN
SASKATOON
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RESPECT
GENWORTH MI CANADA INC.

REVENUE: $680 MILLION
PROFIT: $452 MILLION
THREE-YEAR PRICE GAIN: 69%
P/E RATIO (TRAILING): 12.7

Canadian regulators have been so worried about a meltdown in the red-hot
housing markets of Toronto and Vancouver that they’ve created one of the
most profitable mortgage insurance
sectors on the planet.
The tightening regulations have
“made our business a lot less risky,”
says Stuart Levings, CEO of Genworth
MI Canada. The two biggest moves
over the past decade were hiking the
amount of capital that must be held
by mortgage insurers and introducing
a stress test for homebuyers in 2016,
which gauges whether buyers could
afford their payments under higher
interest rates.
The test cut Genworth’s market by
20%, Levings estimates. But continued economic expansion, plus low
and stable interest rates, have helped
it resume its growth, he says. So has
strong immigration.
Another very good thing for Genworth MI Canada is that mortgage
insurance is not a competitive business.
“It’s an oligopoly, right?” says Levings, a
straight-talking accountant who’s been
with the company since 2000 and was
promoted to CEO in 2015.
The federally owned Canada Mortgage and Housing Corp. has about half
of the market, Genworth Canada has
about one-third, and the remaining 15%
or so is held by Canada Guaranty Mortgage Insurance Co. “None of us wants
anyone to get reckless,” Levings says.
The companies compete on service and
relationships with lenders, not price.
This past year, Genworth MI Canada removed uncertainty about its
ownership. In 2016, a Chinese company agreed to buy U.S.-based Genworth Financial Inc., which owned
57% of Genworth Canada. But Ottawa
declined to approve the change in ownership. Last August, the private equity
arm of Brookfield Asset Management
purchased the share instead.
The company’s share price has
climbed about 15% since the Brookfield deal was announced, but Levings thinks the stock is still a bargain.
“There’s absolutely more value to be
had,” he says.
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A TRICON PROPERTY
IN THE SUBURBS
OF HOUSTON

GOEASY LTD.

REVENUE: $506 MILLION
PROFIT: $53 MILLION
THREE-YEAR PRICE GAIN: 198%
P/E RATIO (TRAILING): 15.3

Does a consumer lending company
with the word “easy” in its name sound
like a risky investment? How about one
that boasts “We say YES more than
anyone else” on its website?
Jason Mullins, who’s been the CEO
of Goeasy, based in Mississauga, since
2010, will disabuse any misconceptions.
He has plenty of data showing his busi-

TRICON CAPITAL GROUP INC.
REVENUE: US$400.5 MILLION
PROFIT: US$216.8 MILLION
THREE-YEAR PRICE GAIN: 9%
P/E RATIO (TRAILING) 13.3
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ness is neither shaky nor niche. About a
third of all Canadian adults are belowprime borrowers, meaning banks consider them lending risks. Many had
a “credit shock” in the past, due to an
event like a job loss or divorce. Yet they
still have to meet pressing financial
needs, from auto or home repairs to
kids’ summer camps.
Goeasy has more than 400 locations
across Canada and grants mostly unsecured instalment loans of up to $35,000,
for terms from nine months to 10 years.
They aren’t cheap—annual interest

13.3

When veteran Toronto real estate executive and
Tricon co-founder David Berman and his son
Gary saw a 50% to 70% plunge in house prices in
the U.S. Sunbelt during the 2009 financial crisis,
they started buying in the region as fast as possible. “It’s been an amazing ride,” says Gary, 45, who
succeeded his father as CEO in 2015.
Tricon raised $69 million in an IPO in 2010. From
2009 to 2012, it bought close to US$1 billion in
property. The company purchased bargain-priced
land to start and then partnered with local investors to buy houses for rental purposes. It bought
many in foreclosure auctions held on courthouse
steps. The buyers paid with knapsacks full of
cashier’s cheques.
Tricon now manages about US$8 billion worth
of its own houses and apartments, and approximately US$2 billion for other investors. Roughly
90% of its holdings are in the fast-growing Sunbelt, and Berman says U.S. rental demand is
huge—a US$4-trillion market.
The company has even automated the housebuying process. Computers scan MLS listings
every 10 minutes, run new postings through 90
criteria and can file an offer within five minutes.
At that point, an underwriter will visit. Tricon
buys about 800 houses every quarter this way.
As the firm hit its stride from 2012 to 2015, its
share price tripled, but has since bumped along
sideways. Tricon’s business isn’t easy to dissect—
even for real estate investors. It’s not a REIT, and
it has few marquee properties; the Selby rental
tower in Toronto, opened in 2018, is probably the
only one that’s recognizable. “The stock price is
frustrating, but also incredibly motivating,” Berman says. “We’re, in a sense, trading at our book
value, but not getting any value for the management company. Or for growth.”
Berman says expansion is inevitable: “I think
we’re still in the early days of what Tricon is going
to become.”

rates range from 19.9% to 46.9%.
But Mullins argues Goeasy’s loans
are far better for borrowers than getting “trapped in a cycle of interest-only
payments” on credit cards, or payday
loans, which often lead to repeated
borrowing at crushing rates. Instalments also help customers rebuild
credit scores.
To limit risk, the company only
approves about one loan applicant
in seven. And by income and other
demographic measures, Mullins says,
“the typical customer looks identical

to the average everyday working-class
Canadian.” As a result, the percentage of loans that Goeasy writes off as
unpaid is a manageable 13%, and has
been remarkably stable in good times
and bad.
Goeasy’s expansion has also been
steady. Revenue has climbed from $66
million in 2001 to $506 million in 2018.
Total shareholder return over that time
is 6,559%. Yet Mullins believes there is
still plenty of room for the company to
grow and that the stock is “cheap relative to its potential.”
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ROYAL CANADIAN
MINT GOLD ETR

REVENUE: N/A
PROFIT: N/A
THREE-YEAR PRICE GAIN: 28%
P/E RATIO (TRAILING): N/A

THREE-YEAR PRICE GAIN:

28%

Gold bullion has been a store of wealth
for millennia. And buying from a government mint seems like an obvious
way to acquire it. Yet the Royal Canadian Mint, which stores and refines
the precious metal—and sells a wide
range of collectibles—was slow to see
the opportunity in serving investors.
But in 2011, the Mint introduced bullion exchange-traded receipts (ETRs),
which allow the purchase of bullion
that is then stored in its vaults.
Norman Toye, the president of the
Mint’s ETR program, says timing was
a big factor. Bullion prices soared to an
all-time high of close to US$1,900 an
ounce that year, but there were just a
handful of large North American bullion exchange-traded funds, including the giant SPDR Gold Trust, based
in New York, and the half-century-old
Central Fund of Canada. The price
surge stoked investor interest, and the
Mint raised $600 million in an IPO of
its ETRs. “We kind of timed it to the top
of the market,” says Toye.
But bullion prices then sank and
drifted sideways, before starting to
rise again in 2018. Bullion ETFs have
outperformed many gold stocks, and
the Mint’s ETRs have beaten its rivals’
recently, including the Sprott Physical
Gold and Silver Trust (which bought
the Central Fund in 2018) and the
iShares Gold Bullion ETF.
There’s also a technical difference:
The Mint’s ETRs give buyers titles to
bullion, while competing funds’ units
are shares of an entity that holds bullion. That said, you need to hold at
least 10,000 ETRs from the Mint to
cash them in for gold. Toye says only
a few investors have done that to “kick
the tires.”
In a way, though, the restriction adds
cachet. The gold is locked in Canada’s
equivalent of Fort Knox: the Mint’s castle-like 1908 headquarters on Sussex
Drive in Ottawa.

THE ROYAL CANADIAN MINT REFINES
GOLD INTO BARS, AS WELL AS COINS,
WAFERS AND OTHER PRODUCTS
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CHAMPION IRON LTD.

REVENUE: $655.1 MILLION
PROFIT: $147.6 MILLION
THREE-YEAR PRICE GAIN: 435%
P/E RATIO (TRAILING): 18.1

Talk about a buying opportunity. In December 2015, Montreal-based Champion
Iron, chaired by savvy industry veteran Michael O’Keefe, agreed to purchase the
huge Bloom Lake iron ore mine in northeastern Quebec. The deal pulled the property out of bankruptcy protection for just $10.3 million in cash plus the assumption
of $42.8 million in liabilities (mostly environmental).
For that bargain price, Champion got a mine in which two U.S. giants had invested
US$3.6 billion since 2009 to prepare for production, as well as a railway line to a
new all-seasons export terminal on the Gulf of St. Lawrence.
Even so, Bloom Lake was no sure thing. The global price of ore had slid from a
peak of almost US$190 a tonne in 2011 to a low of US$40 a tonne that December.
But the timing was near perfect. “I think we missed [the bottom] by a day and
a half,” says CEO David Cataford, who was hired in 2014 as a vice-president and
promoted to the top job this past April.
Iron prices have steadily climbed to about US$90 a tonne today, and the company
has invested another $200 million. The mine began producing in February 2018
and will soon double its capacity to 15 million tonnes a year. Champion has also
almost halved production costs to $49.50 per tonne through several improvements,
including activating a 3.5-kilometre conveyor belt to transport ore from the mine
for processing, rather than trucking it, and introducing a new system to store tailings. The cost reductions have made the company competitive with BHP Billiton,
Rio Tinto and other global iron ore giants.
Even better, ore from northern Quebec now commands a premium of about
US$10 a tonne over lower-grade product from Australia and Brazil. That’s thanks to
China, which consumes about half of all ore and is eager to make its steel cleaner.

EVERTZ TECHNOLOGIES LTD.
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REVENUE: $443.6 MILLION
PROFIT: $78.5 MILLION
THREE-YEAR PRICE GAIN: 5%
P/E RATIO TRAILING: 18.3

Six generic-looking buildings in an
industrial park in Burlington, Ont.,
generate the technical dazzle seen in
big-time sports telecasts, including
the NFL, NHL, Summer Olympics and
many more.
Evertz makes equipment and software to edit and transmit images and
sound. The company traditionally
served broadcasters, but now works
with just about any organization that
uses audiovisual tools. Chief financial
officer Doug Moore tries to describe
things simply: If you’re watching a
hockey game, there are cameras and
microphones at the rink, and live action
and replays appear on your screen. “All
the stuff in between? That’s kind of
what we do,” he says.
The company was founded as Dynaquip Electron Devices Ltd. in 1966 by
husband and wife Dieter and Rose

Evertz, and it made time-coding and
closed-captioning equipment.
In 1997, annual sales were still only
about US$2 million. But that year,
Romolo Magarelli and Doug DeBruin,
young executives with a rival video
technology company, bought Evertz.
Their timing was auspicious. The
industry was on the cusp of two massive
shifts: from standard to high definition,
and from traditional broadcasting to
Internet delivery. Evertz’s sales soared
to US$141 million in 2006, and it went
public. Revenue has more than tripled
since, and the company has more than
1,600 employees, about 1,300 of them
in Burlington. “That’s quite a growth
rate,” says Moore.
Yes and no. Other tech plays have
grown much faster. And Evertz’s systems are specialized. But analysts are
bullish. Here’s a hint from a recent
Canaccord Genuity report: Evertz’s
revenue tends to peak in Summer
Olympic and U.S. presidential election
years. “This could be a near-term tailwind for the stock,” the report says.
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ALGONQUIN POWER AND UTILITIES CORP.
REVENUE: US$1.6 BILLION
PROFIT: US$79.1 MILLION
THREE-YEAR PRICE GAIN: 65%
P/E RATIO (TRAILING): 18

CLARKE INC.

REVENUE: $6.9 MILLION
LOSS: $600,000
THREE-YEAR SHARE PRICE GAIN: 33%
P/E RATIO TRAILING: 7.1

Whether you call George Armoyan a
catalyst investor or a raider—or both—
he was on quite a roll in the early 2000s.
He accumulated significant interests in almost a dozen mostly beat-up
mid-sized companies and then either
turned them around or sold out for a
quick profit. Shares in Clarke, Armoyan’s principal public company, soared
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REVENUE (US$)

$ 1 .6 B I L L I ON

from about $2 to almost $11 in 2007.
Alas, the shares tumbled back down to
$2 during the financial crisis. Michael
Rapps, who joined as vice-president
of investments in 2011 and succeeded
Armoyan as CEO in 2014, says Clarke
got distracted. It needed to return to its
core strategy: “to be an opportunistic
investor with a concentrated portfolio
focusing on distressed, out-of-favour
or turnaround-type investments.”
Clarke has pared down to just five
significant holdings today: minority
stakes in two energy-related compa-

nies, full control of Holloway Lodging
Corp. and a ferry service across the St.
Lawrence, and some real estate.
Investors have applauded. Clarke
shares have climbed back above $12.
But there are caveats to consider. Much
of the price gain has been fuelled by
buybacks, which have reduced Clarke’s
shares outstanding to about 12 million
from 20 million.
Rapps also warns it can take years for
any one of the company’s investments
to pan out. In the meantime, its shortterm earnings can fluctuate wildly.
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Why would anyone shut down a “perfectly good
coal plant” and replace it with US$1 billion worth
of wind farms? Algonquin co-founder and 30-year
CEO Ian Robertson asks that question rhetorically. He then quickly substitutes “operational”
for “good,” because he doesn’t want to offend
the environmental sensibilities of his 12-year-old
daughter, Lauren.
This March, Algonquin will shut down a 1971
coal-fired electricity plant in Missouri; it plans to
have wind farms in that state and Kansas, with a
total capacity of 600 megawatts, in commercial
operation by late 2020. The reason is simple:
Wind is now cheaper than coal.
The wind farms will produce electricity for
about 4 US cents per kilowatt hour to start. Under
a production tax credit, new U.S. wind farms get
a subsidy of 2.2 US cents a kilowatt hour for their
first decade, bringing the price below that for
coal power, which is about 3 US cents (the Trump
administration has discontinued the credit). And
the cost of wind, solar and other renewables is still
declining. “Renewable energy has come of age
economically,” Robertson, 60, says.
Over the next five years, Algonquin, based in
Oakville, Ont., plans to boost the proportion of its
power generated from renewable sources to about
75% from just under 40% now.
The company is a hodgepodge of assets. It
started in Ontario’s then newly deregulated electricity market by opening a small generating station on a river near Peterborough in 1991.
Algonquin currently owns more than 70 power
generation facilities and gas and water utilities in
Ontario, New Brunswick and 13 U.S. states. It is
still a fraction of the size of industry giants, such
as Ontario Power Generation and Hydro-Québec,
but it is also more nimble. “There is no way to get
electricity any cheaper than through renewables,”
Robertson says. “What a great turn of events for
our customers and our kids.”

CANLAN ICE SPORTS CORP.

REVENUE: $87.6 MILLION
PROFIT: $4.5 MILLION
THREE-YEAR PRICE GAIN: 57%
P/E RATIO (TRAILING): 18.5

Clarke totals the market value of its
investments at the end of each quarter,
and records any moves up or down—
temporary or not.
Rather than earnings, Rapps prefers to focus on Clarke’s tangible book
value per share, which has been about
$14 recently. The lower market price
frustrates him. “We consider our stock
cheap,” he says.
And Armoyan remains as 44% owner
of Clarke and its executive chairman.
As in the early 2000s, you still gotta
believe in his vision.

IN MARCH,
ALGONQUIN
POWER WILL
DECOMMISSION
THIS COAL-FIRED
ELECTRICITY
PLANT IN
MISSOURI

If you’ve ever tried to book a rink
during hockey season, you know the
demand is intense. But turning Canada’s national passion into a profitable
business has always been a challenge.
In the mid-1990s, what was then
Canlan Investment Corp. boasted
it was going to consolidate North
America’s arena business. The company’s shares soared, further boosted
by its extensive Vancouver real estate
holdings. But the share price crashed
by more than 90%. The Barker family took managerial control, raised its
stake in the company (it now owns
75%), refocused Canlan on ice sports,
cleared away debt and began a very
long rebuilding process.
Current CEO Joey St-Aubin, a star
Ontario Junior centre in the late ’80s
and early ’90s, joined Canlan in 1997
and was promoted to the top job in
2009. Progress since then has been
slow. Revenue has grown a bit, and
Canlan operates 60 rinks and 20
other surfaces at 21 facilities—about
the same total as a decade ago.
But Canlan’s share price has more
than tripled, and St-Aubin says
behind-the-scenes improvements
continue. One is expanding the Adult
Safe Hockey League, the largest
recreational organization in North
America, with 65,000 players. “We
play more games in one week than
the NHL does in a season,” he says.
Further growth will be tough in
Canada, however. Building or buying
more arenas in the red-hot Toronto
and Vancouver real estate markets
is very expensive. And Canlan competes with government-owned—
and subsidized—facilities when selling ice time.
But there are promising opportunities in the United States and in
other sports, including soccer, volleyball and basketball.
Expanding Canlan’s shareholder
base isn’t an urgent priority—in
addition to the Barkers, another family controls 17%—but the public float
is now so thin, even buying or selling
a few hundred shares can whipsaw
the stock price. “Obviously, we’d like
to be a little more liquid than we are
today,” St-Aubin says.
FEBRUARY 2020 / REPORT ON BUSINESS 39

SPONSOR CONTENT

Don’t manage
change, enable it
Change management is dead. Organizations today
need to prepare employees for constant change

The economy is changing at an unprecedented
pace, driven by new technologies, innovations and
ideas — all of which are forcing employers and
their employees to quickly and constantly adapt.
Change is so rapid, in fact, that trying to
manage it is now considered the wrong approach,
says Krista Schaber-Chan, managing partner at
Harbinger SCR Inc., a Toronto-based consulting
ﬁrm specializing in business transformation.
“I think 20 years ago the notion of managing
change made sense but in today’s day and age,
where change is happening all of the time, we don’t
necessarily want to or can manage it,” she says.
Instead, Ms. Schaber-Chan believes
organizations need to see change as ongoing,
embrace it and enable it by creating space for the
growth and opportunities it can bring.
“When I work with clients, I want to enable them
to go through the change as oppose to managing
it like it’s something that’s happening to you,” Ms.
Schaber-Chan says. “No matter what the change is
or when it comes, they need to be ready for it.”

WHY CHANGE FAILS, AND HOW TO FIX IT

For decades, change management programs have
been the go-to strategy for organizations dealing
with disruption, both internally and externally.
Still, corporate transformations have a “miserable
success rate,” according to an analysis published
in Harvard Business Review. The authors from
the International Institute for Management
Development cite studies showing about three-

quarters of these projects fail due to issues such
as poor implementation, lack of buy-in, misguided
ideas or simply change fatigue.
Successful change comes down to strong
collaboration and communication, says John
Oesch, associate professor and academic
director, morning and evening and executive MBA
programs at the University of Toronto’s Rotman
School of Management.
“A good strategy accounts for many stakeholder
groups and gets as many people involved
as possible, so that the change belongs to
everyone and not just to the change team or top
management team,” Mr. Oesch says.
Patience is also a requirement. “There are many
barriers to change and real cultural change takes a
long, long time,” Mr. Oesch says.
Change management is often considered
negative because it comes with words like
“restructuring” and “redundancy,” says Yvonne
Ruke Akpoveta, a change management strategist
and adviser and founder of The Change
Leadership event series. It’s also difﬁcult because it
forces people to leave their comfort zone and learn
or do something new.
Ms. Ruke Akpoveta believes organizations can
change successfully by giving a voice to employees
from all ranks and departments. “We now work in
a collaborative environment, so everybody plays a
key role in terms of leading and driving change and
not just that person with the title ‘leader,’” she says.
Ms. Ruke Akpoveta cites an example of when

she was hired by a large ﬁnancial services
company to help them adopt a new technology
platform. “The leaders were very gung-ho about
how ‘this was the new way we need to do things;
this is the new technology we need to implement.’
It was very top-down,” she recalls.
However, when Ms. Ruke Akpoveta started to
consult with the different divisions impacted by
the transition, she discovered the changes didn’t
meet regulatory requirements. If implemented, the
company could face stiff ﬁnes. The project was
rejigged and was eventually successful thanks to
the collaboration with all levels of staff. “[Change]
needs to be about ‘how does this serve the whole
organization,’ rather than just is the project being
delivered on time and on budget,” Ms. Ruke
Akpoveta says.

CHANGE DRIVEN FROM THE TOP,
BUT INFLUENCED BY ALL

More companies today are taking a proactive
approach to change, including preparing their
employees and giving them leadership skills
as part of ongoing professional development
training, Ms. Schaber-Chan says. “We are much
more change adaptive and much more change
enabled,” she says.
The good news for organizations is that
millennials, who today account for about half of the
workforce, are very open to change, Ms. SchaberChan says. “They’re already prepared. They’re
almost born prepared,” Ms. Schaber-Chan says.
Employers should see employees from this
generation as inﬂuencers who can help affect
change, even if their job titles don’t reﬂect it.
“[We need to] look at leaders of change as
people who are leaders without title — people
who have inﬂuence, instead of power – and
really bring them to the table and have them
lead their peers throughout change within the
organization,” she says.
A high-proﬁle example is teenage climate
change activist Greta Thunberg of Sweden who
has no ofﬁcial title, but has been inﬂuential in the
environmental movement.
“She did it by being articulate, passionate in
her desire for change and constantly providing
knowledge,” Ms. Schaber-Chan says. “This is
the kind of leadership we believe is required
in organizations — empowering individual
contributors or front-line staff to be the voice of
change.”
Enabling this kind of grassroots change requires
executives to sometimes stand back and let others
speak, Ms. Schaber-Chan says.
For some, it’s not easy. “Ego sometimes gets in
the way of what we’re trying to achieve,” she says.
Change still needs to be driven from the top,
but it should be led by the middle based on
collaboration throughout the organization.
“Leaders are really beginning to realize it’s not
just about them being the boss,” Ms. SchaberChan says. “It’s about them being collaborators
and team members as well as being leaders.”

Advertising produced by The Globe Content Studio. The Globe’s editorial department was not involved in its creation.

LEAD. LEARN. CHANGE.
LEAD the change. We’ll show you how.
At Harbinger, we know what it takes to get your people to the next level and
are experienced in supporting business transformations involving organizational
redesign, ERP or CRM implementations, process reengineering and the like.
We are a Canadian-owned change management and learning consulting ﬁrm
that provides training, communications, and change management support to
enable businesses to lead change.

Find out more about us at www.leadlearnchange.com.
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SMART MONEY

JEFFREY OLIN

PRESIDENT, CHIEF EXECUTIVE OFFICER AND PORTFOLIO MANAGER
VISION CAPITAL CORP., TORONTO

The eve of the financial crisis was not an auspicious
time to launch a real estate fund. Yet Jeffrey Olin and his
partner, Frank Mayer, seeded their Vision Opportunity
family of funds amid market jitters in mid-2008. In a way,
each of their funds is a two-in-one—focusing on property
but also pursuing a long-short, hedge fund strategy. With
the later addition of Andrew Moffs, the trio has outpaced
real estate and long-short indexes over the past decade
and grown the firm’s assets to $550 million. We asked Olin,
58, what opportunities he sees, including refrigerated
warehouse operator Americold Realty Trust, and why he
shorts U.S. hotel real estate investment trusts (REITs).
Why did you set up your Vision Opportunity funds
during a tough period?

It was not deliberate. We started the first fund in
July 2008. There were signs that the credit market
was not getting better, but the crisis didn’t hit until
autumn, with the collapse of Lehman Brothers. It
was a brutal time to raise money, but we had conviction. I had been an investment banker focused
on real estate, while Frank was a top-ranked analyst in the sector. We saw inefficiencies in the pricing of publicly traded North American real estate
securities, and that never went away. We could buy
real estate cheaper in the stock market—that is, at
a discount to net asset value—than in the property
market. That is at the core of what we do.
How has your fund managed to beat indexes?

PHOTOGRAPH CHRISTIE VUONG; SOURCE MORNINGSTAR DIRECT

We seek to outperform, but our goal is also to have
lower volatility than the indexes. We’ve had zero
negative years, and the funds have benefited from
18 takeovers. But it’s also a strategy for all seasons
because we can short. We don’t have to be bulls for
real estate.
REITs were hot in 2019 amid falling interest rates.
Where do you see opportunities this year?

We are invested in two major themes. One is rental
apartments on both sides of the border. They are
benefiting from millennials who are getting married, are having children later and want to live in
urban centres, as well as demand from immigrants.
The leading edge of the baby boomers is also turning 75 in 2021, and seniors are transitioning from
houses to apartments. The second is industrial
real estate, as e-commerce becomes a growing
percentage of total retail sales. The pain in retail
helps industrial warehousing. We think it is still
early days.
Why are you upbeat on Americold Realty Trust?

Americold provides temperature-controlled

warehouses for perishable foods and
is the largest publicly listed player
on the planet. It’s one of the few real
estate investments with a moat. It’s
hard to compete against this company because it’s very expensive
to build these facilities, and it is an
operationally intensive business. If
you are not a good operator, you are
going to lose money. It’s different
from a passive warehouse where you
rent space. Americold has also been
making acquisitions, including Nova
Cold Logistics recently in Canada.
What are you shorting?

We are bearish on any sector where
there is excess supply relative to
demand. Retail is a poster child for
that because bricks-and-mortar stores have been
hurt by a shift to e-commerce. Most of our short
positions in retail are paired trades—going long on
one stock and shorting another. We are also shorting U.S. hotel REITs, such as RLJ Lodging Trust.
We’re cautious on hotel investments. You can do
the best real estate deal in the world for a hotel, but
you also need to be a good manager. Today, hotel
REITs are reducing guidance because of too much
supply, caution about the economy and competition from Airbnb.

Aging baby boomers are seeking income. What real
estate investments could meet that need?

The rental residential space would be fitting. We
like Canadian Apartment Properties REIT, which
has the largest exposure to rental units in Toronto,
and Sienna Senior Living, a provider of nursing
and retirement homes. BSR REIT operates apartments in the U.S. Sunbelt, while Tricon Capital
Group also has a significant portion of singlefamily rentals in that region. Those companies are
well-managed, are highly aligned with shareholders and are core holdings for us.
/Shirley Won
VISION OPPORTUNITY FUND LP (CLASS A) ANNUALIZED % TOTAL RETURN*
1-YEAR
5-YEAR
SINCE INCEPTION (JULY 2008)

16.6

7.2

13.6

S&P/TSX CAPPED REIT INDEX
1-YEAR
5-YEAR
SINCE INCEPTION (JULY 2008)

9.8
10.2

21.3

SCOTIA CANADIAN HEDGE FUND INDEX
1-YEAR
5-YEAR
SINCE INCEPTION (JULY 2008)

1.7

2.7
3.1
* RETURNS TO NOV. 30, 2019
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IS A RECESSION RUMBLING?
Recessions are a bit like
earthquakes. They can
knock you off your feet and
are impossible to predict.
But in the same way
seismologists are working
to detect quakes critical
seconds before the ground
starts to shake, economists
are watching a new realtime gauge for signs of an
imminent downturn.
It’s called the Sahm Rule,
the brainchild of former
Federal Reserve economist
Claudia Sahm, and it
works like this: When the
three-month average of
the unemployment rate
jumps half a percentage
point above its lowest
point during the previous
12-month period, a
recession has just begun.
As she noted in a paper last
year, that’s been the case
with every U.S. recession
since the mid-1970s.
Based on the latest
American job numbers
for December, the Sahm
Rule—the St. Louis Federal
Reserve adopted last fall

as a “recession indicator”
in its extensive economic
database—is showing the
all-clear.
That’s a relief after a
drumbeat of recession
warnings. The stock market
has sent repeated false
signals of a downturn
since 2009. Then, the U.S.
yield curve inverted last
August—meaning yields
on short-term bonds were
higher than long-term
ones—which has occurred
before every U.S. recession
since the 1950s. It’s now
sending more optimistic
signals.
But when the next big
one does hit the economy,
we likely won’t know
until it’s too late. When
America’s Great Recession
began in December 2007,
the consensus forecast
from economists was
that the economy would
still grow a respectable
2.2% in the following year.
Which is why a real-time
recession indicator like the
one proposed by Sahm,
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who now works for the
Washington Center for
Equitable Growth, is so
important. As part of her
research, Sahm suggested
the U.S. federal government
should automatically
issue stimulus cheques
to individuals when the
rule is triggered in order
to boost spending and
stabilize the economy.
So what does the Sahm
Rule say about Canada? We
recreated the gauge using
unemployment data from
Statistics Canada and found
its historical track record
is not so perfect here.
It signalled a downturn
in both 2001, after the
dot-com crash and 9/11
attacks, and 2015, following
a drop in oil prices, two
near-misses that still felt
like recessions to a lot of
Canadian workers.
Regardless, given
America’s importance
to Canada’s economy,
it’s a metric we should all
pay close attention to.
/Jason Kirby

A family-run company is perhaps the
ultimate confluence of the personal
and the professional, where dreams
of building a self-sustaining legacy
can sometimes be dashed by difficult
personalities and even emotional
blackmail. It can be particularly tricky
when a business is choosing its second
(or third) generation of leadership—
and especially when there are multiple
children vying for the role of successor.
(Yes, like the HBO show.)
In the words of Andrew Pigott,
principal at the Succession Bridge in
Oakville, Ont., “The soup gets kind
of spicy when you have a lot of kids
who are interested in working in the
business or owning a piece of it.”
It’s a concern for all kinds of firms,
from car dealerships to Canada’s largest
corporations. But to paraphrase Tolstoy,
no two successful family businesses
are the same. “Every family has its own
memories, history and artifacts, and
children are wired differently from
each other. It’s bound to get complex,”
says Drew Mendoza, managing
principal at the Family Business
Consulting Group in Boston.
So what’s the right way to pick the
appropriate successor among siblings?
It isn’t first-come, first-served

Birth order can cloud perceptions about
which child is best prepared to lead.
“Kids are born at different times, so
you might not have the full information
about their skills and abilities,” says
Pigott. He notes the picture can shift as
children mature and progress through
their education.
Set clear expectations—and do it early

Mendoza says long-term preparation is
essential, and he recommends parents
have conversations early and often
about succession planning. “I don’t
know that they’re sizing up elementary
school children for leadership, but
I do see families who are investing
in their children’s development and
understanding of business concepts,
self-reliance and collaboration,” he says.

W E A LT H
He suggests holding family meetings
and establishing clear guidelines for
working in, owning and joining the
top leadership in the business. Ideally,
any prerequisites will be established
by the time kids have started high
school. “It’s not really fair to set the
rules once they’re already out of the
gate and at college,” Mendoza says.
Once they are out in the real world
in a meaningful way, parents have to
be prepared to assess their children as
potential managers. “Most businesses
are run by leaders: people who can
inspire, mentor, have a vision,” says
Jeff Halpern, a business succession
advisor with TD Wealth Advisory
Services in Markham, Ont. “In many
cases, that skill set is much more
evident in the founder than in the
successors.” Unless the process is
outsourced to a consultant, it will
fall on the current leadership to
determine which children—if any—
either possess the required skills or
can acquire them through additional
education or mentorship.

Look outside the family

Logan Roy
(Brian Cox) in
the HBO hit
Succession
must decide
which of his
awful children
will carry on
his legacy

Hiring external leadership, even
temporarily, is sometimes the right
call. Halpern points to one client
who owned a car dealership and had
several children working in various
roles. But when it came time for dad
to retire, the kids gave him their
blessing to hire away the general
manager from their top competitor.
“Dad was such a natural leader, so they
trusted what he wanted to do,” says Halpern. “A great many
kids do not want the responsibility of that senior position,
and as ongoing shareholders, they reap the rewards.”
It’s best to avoid making a hasty decision, Mendoza notes,
particularly because the death of a parent can lead to
new drama. “Now siblings have to manage the conflict on
their own—and they may have access to both wealth and
litigators,” he says.
Be prepared to sell

Halpern says some of the families he works with choose
to forgo the potential conflict altogether. “You’re talking
about strong personalities and a lot of money at stake,” he
says. “Sometimes the easiest thing is to sell off the business,
have a big pile of cash and minimize the risk of destroying
relationships.” /Sarah Treleaven

LEAGH TURNER

President
of Ceridian
2018

Began current role
Worked at SAP for
10 years
$825 MILLION

Projected
2019 revenue
HCM

Ceridian’s
Human Capital
Management
software, payroll,
benefits and
other HR needs

Best foot forward
Ceridian’s Leagh Turner on ignoring misguided
career advice and becoming a leader who
gets results—while still showing some humanity

When I started working in tech sales, there weren’t many
women in that world, particularly young ones. It was all
men, all the time, having a good time. And if you couldn’t
play a role in that—if you couldn’t benefit from the afterwork camaraderie—you had to find a different way to fit in.
I have always been pretty hungry and tenacious. I was direct with
people, but also deeply warm. I genuinely cared and wanted to help
nurture people. But I had some really well-meaning mentors who said
to me, “Be less emotive. Be more demure. Be more concise. Find ways
to say things more gently.” I even got that kind of advice from women. I
used to have these yellow Louboutin shoes. They cost a lot, and I loved
them. A co-worker said to me, “Listen, those shoes are one weird thing
too many. You’re already a woman in tech—you shouldn’t stand out
any more than that. It’s time to let go of the shoes.”
Having kids was the hardest part. When I was pregnant with my
first son, I was working for a woman, selling in a high-pressure environment. She brought me into her office, closed the door and said, “I
know you’re entitled to take a year off, but if you want to keep your
job and continue to hold on to your sales territories, my book says you
get nine weeks. If you take longer, that’s okay—we’re legally required
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to continue employing you. But
those customers will go to someone else.” I couldn’t believe it. I
only took nine weeks. I was a hot
mess, and I left that job a year
after my son was born, because I
just couldn’t believe I had made
that decision, and I didn’t want to
work for a company that would
ask me to do that.
I’d tried to fold myself into that
mould—that I couldn’t be both
warm and task-focused—and
I’d moved away from one of my
core principles. Leading people
with their minds is easy. It’s factbased. At the same time, you need
to understand their lives, care
about their families and careers,
care about making them promotable. Eventually, a dear friend—
a woman—at SAP said to me,
“Leagh, it’s very important to
start leading people with both
their hearts and minds.” That
was a wake-up call.
I’m a firm believer in the fact
that if you can’t see it, you can’t
be it. It’s not quotas for quotas’
sake; it’s quotas for results. When
I joined Ceridian, more than half
of its employees were women,
and the company skews much
higher than its peers in terms
of women in leadership roles—
43%. And Ceridian did this while
moving through a deep shift in its
business and the most successful
tech IPO in Canadian history.
I hope the environment has
shifted a little, but I don’t think
it’s shifted enough. I was speaking to a group of women at the
Ivey Business School. It breaks
my heart, but I saw one student at
the front of the class wearing pink
shoes with bright red hearts on
them. I thought, “Oh, sweetheart,
someone is going to tell you one
day that’s a bad idea.” We’re not
preparing young women for the
fact that it’s still hard, and in some
weird way it’s harder, because
we talk about diversity, but we
don’t operate in the spirit of full
diversity. They come in with
their pink shoes with red hearts
on them, and they don’t realize
they need to arm themselves.
/Interview by Dawn Calleja
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Industry 4.0:
Driving innovation
and accelerating
performance
Technologies such as
IoT and AI are helping
companies analyze data to
make better, predictive, and
more advanced decisions

L

ike many organizations in
Canada and around the
world, Fabrication Llenar was
looking to make a change
for the better. The company
wanted to lower its environment
footprint by reducing waste and
operating more efficiently – ultimately cutting costs, too.
For the Rougemont, Que.based company, which provides
refillable soap dispensers to grocery stores, environmental and
operational efficiency meant
reducing wasted hours servicing machines that didn’t need it
and avoiding any downtime due
to empty dispensers.
The company turned to
Schneider Electric Canada to
help solve the challenges at
hand. Schneider Electric is
leading the digital transformation of industries. Through its
EcoStruxure architecture, which
leverages Industrial Internet
of Things (IIoT) technology,
they are readying companies
for smart manufacturing. It’s
helped manufacturers like
Llenar make better decisions
and ultimately increase profitability and productivity.
An IIoT system, which connects software and hardware
and links equipment through
the power of sensors and secure
connectivity, is critical for any
competitive business, says Luc
Chagnon, manager of the solution architecture expert team at
Schneider Electric Canada.
“Business need to have the
solutions in place that give
greater access to data, while
enabling smart decision making,” he says. “An IIoT platform
is the digital backbone of your
industrial operations – connecting software and hardware and

linking equipment through the
power of sensors and secure
connectivity, it unlocks trapped
value in your business.”
Now, by monitoring dispensers remotely, Llenar knows
when they need to be topped up
and can plan the most efficient
routes for refill, reducing wasted
hours and kilometres. The company can also analyze customer
buying patterns, which allows
it to refine its logistics for refill
trips.
Most impressively,
Schneider Electric Canada
helped Llenar predict when
machines need refills or servicing, using its deep-learning
applications.
“It’s no longer having someone on the road and stopping at
every grocery to see if the machine is running well and if the
tank is full and okay to deliver to
each customer,” Mr. Chagnon
says. “It’s about being able to do
better analysis to make better,
predictive, and more advanced
decisions.”
FOURTH
INDUSTRIAL
REVOLUTION IS HERE
Fabrication Llenar is just one
example of a company that has
joined what’s known as the
fourth industrial revolution, or
Industry 4.0, driven by technologies such as the IoT, IIoT,
robotics, artificial intelligence
(AI) and machine learning.
The tech-based transformation — taking place on
plant floors, in transportation
corridors and in office buildings
worldwide — is helping companies be more proactive, productive and more competitive in the
rapidly changing economy.

“If you go back 20 years,
we may have had data but we
didn’t know how to harness it.
If you had a machine on the
floor, on a production line, the
technology and the insights
stayed in that building,”
Mr. Chagnon says.
IIoT is the latest evolution of
connectedness set to transform
how products are made and
businesses are run.
“Today, IIoT is an open door
to connect everything together,”
Mr. Chagnon says. “It’s not just
from device-to-device, but from
device to external apps and
analytics. That’s where you get
the most powerful outcome,
because you can take even
the smallest machine and the
smallest bit of information and
— if you bring that information
to this level — you can combine
that with other information and
use artificial intelligence or deep
learning to really understand
what is happening.”
It’s the difference between
fixing something when it’s
broken versus scheduling annual maintenance to prevent
the breakdown. It’s also about
ensuring the machine is performing optimally.
With EcoStruxure,
Schneider Electric provides
dozens of customizable and
scalable applications and
cyber-secure analytics to suit
every organizational structure
and goal.
“It’s a global solution and
you take the pieces you need
depending on what your
application is or the outcome
expected,” Mr. Chagnon says.
“It can be as simple as wanting
to remote-connect to a device
and always have access.”

EMBRACING
INDUSTRY 4.0
New technologies are changing
the way products are developed, manufactured and delivered to customers, according
to the Business Development
Bank. In 2017, it conducted
a survey that showed nearly
40 per cent of Canadian small
and mid-sized manufacturers
have implemented Industry 4.0
projects. Of those, three per
cent have fully digitized their
production and another 17 per
cent are in the planning phase.
The survey also says 60 per
cent of those with an Industry
4.0 project reported increased
productivity, with nearly 50 per
cent saved on operating costs
and 42 per cent saw product
quality improve. What’s more,
digital adopters were almost
twice as likely as non-adopters
to forecast annual revenue
growth of 10 per cent or more
over the next three years.
The report also shows Canadian manufacturers still have
a long way to go in their digital
transformation. When asked
about the biggest challenges to
implementing, 42 per cent of
manufacturers surveyed cited
lack of qualified employees and
38 per cent said it was excessive costs. Thirty-one per cent
said there were unclear on the
return on investment.
The bank says it’s not too
late for companies that haven’t
joined Industry 4.0.
“In fact, there’s never been
a better time to get involved –
technologies have matured and
become more affordable and
user-friendly,” states the report
titled, “Industry 4.0: The New
Industrial Revolution.”
Where Industry 4.0 used
to be “more of a buzzword,”
Mr. Chagnon says companies
are starting to understand the
benefits – if not the need – to
invest in IIoT over the long term.
“If we want to stay in the market
and compete against any
other countries, it’s no longer a
choice.”
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(These devices, though connected to a
network, don’t rely on 5G wireless.)
Townsend points out that a growing
number of smart city sensor developers,
sensitive to such conflicts, now build in
software that dispenses with non-essential data to prevent the kind of mission
creep that caused so much fighting in San
Diego. A device meant to record pedestrian activity at a busy intersection with
video might use an algorithm that blurs
faces or simply registers people as blobs
instead of identifiable individuals. “These
companies are worried about privacy and
don’t want to be seen as the bad guys,”
Townsend says.
An even more likely future for smart
city sensors can be found in Hull, in the
U.K. Two years ago, the municipality
hired Connexin, a London-based AI firm,
to create what the company calls a “city
operating system.” The goal was to avoid
what happens in many places, where different departments end up investing in
costly smart city devices or systems that
can’t talk to one another, says CEO Furqan
Alamgir. Hull, he says, is “agnostic” when
procuring sensors; what it does insist on
is that they’re all compatible with the
municipality’s software platform. This,
he says, allows planners to figure out new
ways to combine sensors to deliver some
public-policy goal.
Alamgir cites a sensor-based parking
system developed in another U.K. city,
Newcastle, that’s been recently rolled out.
Using either CCTV or in-ground weightdetection coils, the system tracks vacant
parking spaces and posts locations on
navigation apps. At the same time, airquality sensors and devices designed
to track vehicle flow are continuously
monitoring traffic congestion. The data
is fed into a system that not only identifies conveniently located empty parking
spaces but also adjusts parking pricing to
generate more revenue for the city. Alamgir notes the data gathered by the sensors
belongs to his client: “We are enablers,
not data owners.”
Miovision, which collects and processes a huge amount of information at
intersections, takes a similar approach.
The data from the firm’s cameras and the
analytics from its software, McBride says,
ultimately belong to its client cities. “We
have to sort of strike a balance between
being good corporate stewards—not
over-generating information but also not
falling into a pattern of hubris where we
tell the city what they can and can’t do
with their data.”
That particular job belongs to others.

GROWTH IN IoT
CONNECTED
DEVICES BY YEAR

2018
2019
2020

3.96

4.81

5.81
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Just the right
mix of data
and fertilizer
Farmers today face everincreasing challenges, ranging
from the effects of climate
change to global trade wars.
Meanwhile, the demand for
food is rising with the world’s
population. Farmers are
struggling to keep up—and keep
their fields—in these demanding
times. Decisive Farming in
Calgary has created digital
platforms to lighten the load.
Remi Schmaltz’s family has
worked in agribusiness for four
generations. Using the family
firm, Schmaltz and his brother,
Tasha, have been incubating
ways to digitize a range of
farm operations. In 2011, along
with business partner Garth
Donald, the pair took Decisive
Farming independent. Today the
platforms are used to monitor 40
different crop types across five
million acres in North America.
OptimizeRX, the company’s
flagship product, pairs graphic
information system, or GIS,
mapping with soil analysis to
provide farmers with precise
advice on where to place both
seed and fertilizer. “It’s not

(BILLIONS OF UNITS)
FA R M I N G

about just cutting or saving on
fertilizer—it’s about having the
right amount,” says Schmaltz.
That could mean using more
fertilizer in better spots. “You
could be spending more money,
but you’re going to see that
return at the end of the day.”
Decisive Farming’s cloud-based
app, My Farm Manager, enables
employees and service providers
to manage data ranging from
crop yields to equipment
sensor statistics. For example,
if a farmer changes their crop
plan in the platform, it will
update the information in their
marketing strategy. “Having
that information in real time and
moving instantly between all the
different partners and the farm
is really critical today to making
better decisions,” says Schmaltz.
As consumer demand for
transparency about the origin
and environmental impact of
agriculture grows, food retailers
have passed the responsibility of
tracking that information onto
farmers. “As an industry, we
need to get ahead of the game
when it comes to this digitization
piece and having really good
records, because in the future,
those are just going to be table
stakes,” says Schmaltz. “If you’re
not there, you’re not going to be
in the game.” /K.H.M.
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Why companies
big and small are
embracing IIoT
Industrial Internet of
Things systems can help
companies optimize results
by tracking inventory,
monitoring equipment
and providing key metrics
around sales and usage

N

ot that long ago, Industrial
Internet of Things (IIoT) —
where connected machines in
manufacturing collect and share
data — was considered a pipe
dream. Today, the technology is
an integral part of manufacturing and industrial processes,
providing everything from
quality control and predictive
maintenance to supply chain
efficiency.
“The rise of IIoT is happening
fairly fast,” says Nigel Wallis, research vice-president, Internet
of Things (IoT) and industries
at IDC Canada. “It has moved
from being a niche affair to being a big part of how companies
do business.”
A subset of IoT, which is
geared to consumer use, IIoT is
a network of computers, sensors and other automated devices that collect data in industrial
environments. This information
is sent to the cloud, where it
can be compiled, analyzed
and shared with end-users to
improve their operations.
As a result, IIoT can improve
a company’s efficiency by tracking inventory, alerting staff to
issues along the supply chain,
flagging the need for machine or
computer repairs and providing
key metrics around usage and
sales to help boost a company’s
performance. And that’s just
scratching the surface.
More Canadian companies
are recognizing the value of IoT
and IIoT. A 2018 IDC study
found that 81 per cent of Canadian medium-sized and large
organizations reported adopting
at least one IoT solution, up
from 70 per cent in 2017 and
52 per cent in 2016.
Companies that have had

success using IoT platforms to
manage their operations are
adding more solutions, Mr.
Wallis says. These organizations understand the need to
evolve in this space to manage
operational costs and remain
competitive.
He predicts companies that
will drive the most IIoT adoption
going forward will be those
already deploying the solutions
today. “It’s going to be democratized very quickly,” he says.
Mr. Wallis cites the example
of a Canadian auto parts company that was losing a quarter
of a million dollars annually
from missing shipping containers. Some suppliers would keep
them or customers failed to
return them. “They were losing
containers all of the time,” Mr.
Wallis says.
The company decided to
put inexpensive sensors on the
containers to track them in realtime. Mr. Wallis says the move
saved the company millions of
dollars and created more accountability among its suppliers
and customers.
But beyond tracking a
company’s assets, IIoT can
provide businesses with data
about their operations and allow
them to troubleshoot. Mr. Wallis
points to an airline manufacturer that uses sensors to relay
information to contractors fixing
its planes. For example, when
mechanics are drilling bolts into
the side of a plane, a sensor will
alert them when their drill hole
is optimal, preventing expensive
repairs and avoiding compromising the safety of the plane.
In another industry example,
a railway company can receive
alerts when its machines need

to be repaired. “It catches
mistakes before things break
down,” Mr. Wallis says. “You
can fix things before it becomes
serious.”
IIoT can also help save lives.
Schneider Electric, a global
provider of energy and automation digital solutions, supplies
energy management tools to
organizations, such as airports
and hospitals, that can’t have
power failures. The company
installs micro-grids that supply
back-up power, employing
sensors within the power grid
that trigger the release of extra
electricity generated by batteries
in the event of power failure.
“It’s critical power back-up
for critical industries,” says
David O’Reilly, vice-president
and general manager for the IT
Solutions Division at Schneider
Electric Canada. “We’re hooked
into the power supply into the
building; if there’s a disruption
in the system, the uninterruptible power supply system will
kick in.”
There’s also a push for more
sustainable buildings and
more companies are turning to
technology like IIoT to do it, Mr.
O’Reilly says. “Organizations are
realizing that, if we’re going to
drive sustainability and savings,
then we’re going to have to
look at how we’re operating our
buildings,” he says.
Large organizations across
sectors such as automotive,
manufacturing and aviation
have embraced IIoT, as have
many smaller firms. However,
mid-sized firms with about
250-to-1,000 employees have
been slower to embrace IIoT,
says Mr. Wallis of IDC.
“They’re big enough to be
complicated,” he says. These
firms recognize they will require

numerous IIoT solutions to automate their businesses, buy-in
from several different divisions
and significant upfront costs.
Others are concerned about
data protection and privacy.
“One of the biggest inhibitors
for adoption has been security,”
Mr. Wallis says. “Every time you
add connectivity to an industrial
solution, you’re adding multiple
vectors for it to be hacked.”
More companies are beginning to better understand and
appreciate the advantages of
IIoT in their operations, says
Kaliyur Sridharan, senior director of growth programs in the
energy division of Schneider
Electric. “We are making strides
— there are different levels of
comfort in each of the industries
we serve,” he says.
Mr. Sridharan believes failing
to implement IIoT today could
be more costly for companies in
the long run. For instance, organizations stand to lose millions
in energy costs if they don’t
reduce their power usage and
create green buildings that can
regulate electricity. Companies
that fail to track inventory are at
greater risk of losing products
and may be unable to source
products in their warehouses,
which can result in fewer sales.
Not having IIoT solutions
could also mean losing complete control over every aspect
of the business, particularly as
operations become more reliant
on technology. Integrated solutions that tie various functional
sub-systems together are evolving, such as EcoStruxure from
Schneider Electric.
Mr. Sridharan feels Canadian
firms are coming around to
understanding just how critical
IIoT solutions are to the successes of their operations. “The
awareness is there — now the
comfort level has to grow,” he
says.

Advertising produced by The Globe Content Studio. The Globe’s editorial department was not involved in its creation.

$389 billion

WORLDWIDE REVENUE
FROM CONNECTED
DEVICES IN 2020
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COMPUTING

Every smart device
needs an edge

The company has followed the
location of everything from
generators and chainsaws to
porta-potties and cows. “If
it is an object that has value
and needs to be tracked from
a maintenance-scheduling
perspective, a usage perspective
or a safety or theft perspective,
we can track it and probably have
at some point in time,” he says.
A portion of the growth in
this sector is a direct result
of a reduction in the price to
produce and monitor tracking
units. A device that once cost
$200 to buy and $15 monthly to
monitor now sells for $50 and
can be tracked for $8 a month.
“A couple of years ago, it just
was not economically feasible
to be able to sell a solution that
would help because of the cost
of batteries and chip sets,” says
Prusinski. Part of the lower cost
is mobility carriers launching
narrow-band IoT networks in the
past year, he says.

While his excitement for
his firm’s current offerings is
palpable, Prusinski gets even
more enthusiastic when talking
about where the technology is
going in the years to come. “IoT
solutions are going to start to
break down to the component
level of vehicles,” he says. Take,
for example, the transmission in
a 53-foot tractor-trailer, which
costs $10,000 to $15,000. By
tracking its wear and tear, the
owner can better understand
when the components will need
service and avoid a roadside
breakdown. In turn, that means
dodging late delivery fines and
spoilage fees, on top of the
cost of repairing or replacing
the transmission. “If you got it
looked at ahead of time, maybe
you could solve the problem for
a few hundred dollars instead
of thousands, all because you
put a $150 IoT tracker on that
transmission,” Prusinski says.
/Kim Hart Macneill

The Internet of Things, or IoT—
connecting vehicles, cameras, light
bulbs, espresso machines and more—is
expected to cause a massive uptick in
the amount of data transmitted across
the globe, placing a heavy load on
centralized data centres. And since realtime responses are part of the appeal
of the IoT—especially for applications
like helping self-driving cars avoid
obstacles—a near-instantaneous flow of
data is central to its functionality. That’s
where edge computing comes in.
Edge computing involves storing and
processing data as close as possible
to where it’s needed. For IoT devices
running on an “old-fashioned” (to
push that word to its logical limit)
cloud computing infrastructure, data
travels to a centralized server for
processing, and then a response is sent
to the device. When you’re looking at
connecting thousands of devices to
the internet, the processing load—and
resulting bandwidth costs—would be
astronomical. Edge computing aims to
bring storage and processing physically
closer to the devices. While there will
likely be a loss of computing power
compared to large centralized servers,
increased speed will furnish the realtime responsiveness promised by IoT
ecosystems.
How to make edge computing possible
is a hot research area for some of
the world’s largest computing and
telecom firms. In October, tech giant
Intel bought a platform from Torontobased Pivot Technology as part of its
effort to double down on 5G, the next
generation of faster wireless technology.
Telus and Rogers have both announced
major edge-computing initiatives.
In partnership with California-based
MobiledgeX, Telus launched an edge
development program, set to open
in Canadian cities in the near future.
Meanwhile, Rogers hosted an edgecomputing challenge at the University
of British Columbia in October and
recently announced a partnership with
the University of Waterloo to study 5G,
including edge computing. /L.A.
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about what’s going on.
Townsend adds that vehicle-based
wireless devices, including digital cameras, could eventually become the “killer
apps” for 5G, with on-board systems that
allow cars, trucks and buses to communicate with one another as they navigate city
streets. Of course, such applications gain
even more relevance with the advent of
autonomous vehicles, which will depend
on on-board sensors, as well as GPS and
other wireless connections. Some fleets
could eventually be operated remotely,
with one “driver” in charge of several
vehicles. Transportation applications,
Townsend says, “could quickly become
the bulk of the traffic on the network.”
Yet all these far-reaching ideas continue
to be years away from reality. It remains
to be seen how the telecom carriers—who
have to make the upfront capital costs in
building out the 5G network—will recoup
their investments. “Today, a lot of this is in
test beds,” says Rao, citing a testing facility in Ottawa and a five-city, five-year joint
5G venture between Ontario, Quebec and
several tech firms.
Even without the power of 5G, the rapid
deployment of sensors in the public realm
has raised concerns about privacy and
intrusion. Siemiatycki parses the smart
city sensor world into two broad categories: those that are affixed to municipal
infrastructure and monitor how it works
(water flow through pipes, energy usage in
a local grid, engine performance on a city
bus) and those that can detect and possibly
identify individuals moving through public space (for example, China’s widespread
deployment of facial-recognition cameras). Those applications involved in asset
management—such as sensors that can
detect leaks in water mains—likely have
the best potential return on investment
and generate the least amount of static.
More public-facing sensors, however,
have raised concerns, as has been the case
in Toronto over Sidewalk Labs. San Diego
recently procured almost 4,000 smart
lighting boxes to attach to street lamps
as part of an LED conversion program
meant to reduce energy consumption.
But the devices also have on-board video
cameras, air-quality sensors and audio
recorders. The city’s stated intention was
not only to adjust street lights but also
monitor parking violations and bike lane
uses. As it turned out, San Diego’s police
department began using the video—five
days’ worth is stored on the devices at any
given time—for investigations, a development that triggered an intense backlash
that consumed San Diego city council.

$72 billion

WORLDWIDE REVENUE
FROM CONNECTED CARS
IN 2020

A future without tow trucks

T RU C K I NG
S M A RT

A truck packed with $300,000
worth of shrimp arrives at its
final destination. The receiver,
who fears the summer shipment
entered a temperature danger
zone during its journey, is
hesitant to accept the load. Even
five years ago, that situation
could have meant a costly loss
for the shipping company. But
thanks to Fleet Complete’s
temperature tracking system,
the firm was able to prove the
shellfish stayed cold for the
entire trip.
The Toronto-based company’s
main line of business is
telematics, the merging of
telecommunications and
information technology, for
light- and heavy-duty vehicles.
Its tracking systems use wireless
sensors throughout to monitor
everything from location to
trailer temperature control to
idling time to the speed and
driving styles of its employees.
All of that data is compiled

in a single app, which also
offers coaching to help drivers
avoid dangerous situations
like crossing the centre line or
tailgating.
“We can keep vehicles on the
road longer, lower maintenance
costs and shorten service
intervals by decreasing the
amount of harsh wear and tear
from driving. The great thing
about this business is the returns
on investment are so big and
so fast,” says David Prusinski,
executive vice-president of sales
and marketing.
Fleet Complete charges
between $20 and $40 per month
for its tiered services. Given that
a heavy-duty vehicle can burn
nearly four litres of fuel if left
idling for an hour, that cost could
be recouped just by reminding a
driver to turn off their vehicle.
Of the 600,000 units the
company tracks and monitors all
over the world, about 20% are
something other than vehicles.
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Powering
communities
of the future
Technological
advances could
see communities
someday generate
and store their
own green energy

A

power outage at Halifax’s
Victoria General Hospital
last February forced the cancellation of 30 surgeries, including
some for critical cancers. In
October, an early winter storm
knocked out power to more
than a dozen Manitoba First
Nations, forcing the evacuation
of more than 5,700 people. A
powerful storm in Quebec in
November left nearly a million
Hydro-Quebec customers without electricity for days.
Perhaps most notoriously,
trees hitting powerlines in 2003
resulted in a catastrophic failure
that cut power to an estimated
50 million people in eastern
Canada and the northeastern
United States, affecting even
life-saving hospital equipment.
As once-in-a-century storms
become the norm around the
world and demand for energy
increases exponentially, the
impacts of such failures are
enormous. Productivity, health
and infrastructure all suffer.
Climate change is having
a significant impact on our communities, forcing governments,
utilities and other stakeholders
to think differently about how
we use and store energy. For
many, the future is in local energy storage and microgrids to
help create a more reliable and
sustainable power supply.
“If you think of climate
change, you can see that it’s
happening now,” says Pratap
Revuru, director of microgrid
solutions and strategic partnerships at Schneider Electric
Canada, citing the major blackouts occurring regularly around
the world.
“That’s thousands of hours of
down time and millions of users

facing power disruption,” he
says. “Even in Canada what we
see is there’s a need for smart
energy management.”
STEPS TO SECURING
A RENEWABLE ENERGY
FUTURE
Imagine if each community or
institution – even each affected
home – had been able to generate and store its own power.
Imagine that power was green,
affordable and secure.
These visions are getting
closer to reality for broader communities thanks to innovation
and an increasing need and
desire to fight climate change.
Storage of renewable energy
such as solar, wind, geothermal and biomass is steadily
overcoming the technological
and affordability challenges that
have held it back for decades,
making it more appealing to a
growing number of communities.
“Things are moving at a
greater speed,” Mr. Revuru
says. “People are able to get
power using the [green power
and local energy storage] technology that is readily available
now.”
The opportunities for largeand small-scale energy management are game-changing in
the race to reduce global carbon
emissions. Still, communities
need to act strategically when
developing energy production
and storage solutions to ensure
they’re sustainable, says
Dr. Bala Venkatesh, founding
academic director and head of
the Centre for Urban Energy at
Ryerson University.
Dr. Venkatesh says solutions
should include six key elements

starting with carbon-free energy
from sources such as solar,
geothermal, wind or biomass.
These sources are only practical, though, if there’s a reliable
way to store the energy they
produce until it’s needed. For
example, solar energy is abundantly available but the energy
must be accessible even when
the sun isn’t shining.
Secondly, the energy must
be equitable and accessible
to all. Failure to ensure equity
and access to all residents and
neighbourhoods “is an easy
way to create inequalities,
classes and make one section
of a society or city suffer while
the other thrives,” Dr. Venkatesh
says.
Third, the energy supply
must allow businesses to prosper, creating jobs and economic
value. “How do you provide
energy to businesses in such a
way that they create economic
value to the city and create
jobs? If energy is priced in a way
that’s very expensive, that’s
detrimental.”
The fourth element is that
it must be high-quality energy,
meaning both reliable and
abundant.
The fifth is that the city or
region must promote and practice the smart use of energy, Dr.
Venkatesh says. Already, many
jurisdictions in Canada and
around the world encourage
smart use with a combination
of regulations and incentives for
smart energy use.
“If we do all the hard work of
providing energy to a city and
residents or users don’t use it
properly, that’s problematic,”
Dr. Venkatesh says. “How do
we make cities of the future use

energy frugally and in a smart
way?”
Lastly, the protection of
privacy of users is paramount,
particularly given the increasing
use of data to optimize energy
use.
ADAPTING TO A
‘NEW ENERGY SOCIETY’
Private industry is playing a key
role, alongside government,
in the transformation to clean
energy and storage. Many
companies are working aggressively to develop the technology
in a way that will make it more
accessible.
For example, there are 292
remote communities in Canada,
notes Mr. Revuru, citing federal government data. “Most of
these remote communities are
using diesel fuel for power,” he
says. “This is going to have a
huge effect on greenhouse gas
reduction if people are able to
get that power using technology
and smart energy management
that is readily available now.”
These communities are tapping into solar, wind, geothermal and biomass. With energy
storage costs coming down,
they’re able to add storage to
the equation, which is essential.
“Energy storage technology
has really evolved,” he says.
“You can store the energy for
when you need it.”
Exploring new technologies and testing changes to
infrastructure can be done
with minimal risk too. At the
Schneider Electric Smart Grid
Lab – a joint initiative with
Schneider Electric and Ryerson
University – experts can
physically duplicate microgrid
infrastructure, complete with
cutting-edge energy solutions.
The professional team at this
unique lab has worked on
technological solutions with
organizations such as the City of
Toronto, Toronto Hydro, Alectra
and Hydro One.
“That lab allows us to do
some practical experimentation
that has real-life, tangible applications, like renewables, energy
storage and electric vehicles,”
Dr. Venkatesh says. “We need
to adapt to a new energy society
– and we can get there in 20
years.”
“When the world is more
electric, there will be greater
impact on greenhouse gas
emissions. That means the
optimization and smart energy
will play a role.”
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another 18 to 24 months.
The premise behind 5G is that it promises to significantly increase data speeds
and reduce lag times, allowing systems to
communicate with one another wirelessly
at a speed that is currently only possible
with broadband fibre optic networks.
What’s more, 5G technology is intended
to rely on a mostly unused portion of the
radio frequency spectrum. The reason for
this approach has everything to do with
overcrowding elsewhere on the dial. But
the logistical wrinkle—and it’s huge—is
that 5G networks require a much denser
arrangement of cell towers or transmitters than currently exists.
In fast-moving jurisdictions, like the
U.S., regulators have already allocated the
spectrum. Meanwhile, state governments
are moving quickly to prevent municipalities from banning the deployment of additional 5G transmitters, which are the size
of pizza boxes. These new rules come in
response to opposition from neighbourhood groups and people who fear the
proliferation of cell towers. “There’s a
lot of angst around it,” observes Anthony
Townsend, an American smart city consultant and author. “Even people who don’t
think they cause cancer are nervous.”
Here, the Canadian Radio-Television
and Telecommunications Commission
hasn’t yet auctioned off 5G frequencies.
While various research projects are underway, involving various governments and
telecom giants like Ericsson and Huawei, a
commercial launch remains a ways off. As
Tejas Rao, Accenture’s managing director
for 5G in the Canadian market, says, “I kind
of look at 2020 as the starting point.”
The reason for the slower pace doesn’t
just involve regulatory and technical hurdles; it’s also about identifying commercial applications that require this level
of service. In big cities, 4G and LTE networks are more than capable of providing
streaming services. Linder points instead
to smart city “use cases” that would work
most effectively on a 5G network. He
cites examples of how it could be used for
security, such as CCTV cameras trained
on public spaces like arenas. Existing
CCTVs feed low-resolution video back to
a control hub, where they may be monitored by human beings. If connected to a
5G network, they could not only deliver
high-resolution streaming video but also
layer on analytics, such as algorithms
that anticipate disturbances, and notify
authorities. He adds that drones designed
to operate via a 5G video feed could be
sent to fly over inaccessible accident sites
or fires to provide real-time information

42%

GROWTH IN DEVICES
USED FOR BUILDING
AUTOMATION IN 2020
S M A RT

A porchlight
that leaves itself
on for you
Your porch light turns blue to
let you know it’s supposed to
rain in the afternoon. Street
lights autonomously adjust to
weather and traffic density. A
self-driving car monitors road
conditions by communicating
with other vehicles through its
headlights and tail lights. These
are a few of the potential use
cases for smart lighting, an
industry with a staggering range
of residential, commercial and
industrial applications. Indeed,
the sector is projected to
reach US$30.9 billion by 2025,
according to Kenneth Research.
Driving the growth is energy
efficiency. All smart lighting
systems use power-saving LED
bulbs, and ambient light sensors
cut energy consumption.
Nanoleaf is a Canadian
example of a smart lighting firm
with reduced energy use as
its principle. Founded by three
University of Toronto graduates,
the tech startup made its mark
with colour-changing lighting
panels that react to music and

LIGHTING

other sounds. Now, the firm is
developing smart lights that
will adjust to a user’s routine
without input from an app. “We
developed a series of sensors
that will predict your movement
around a space and turn lights
on and off for you,” says Gimmy
Chu, Nanoleaf’s co-founder and
CEO. Chu thinks the industry
is moving away from appcontrolled and bulb-shaped
lights altogether. Instead,
he says, algorithm-powered
sensors and innovatively shaped
fixtures—like Nanoleaf’s own
triangular panels—will come to
the fore in the next few years.
The trend has colossal
implications. Lights will soon
do far more than help you to
see. Embedded sensors are
crucial to that effort, monitoring
everything from external
conditions to the state of the
bulbs themselves. Another
growing area of research is
LiFi, or using light as a vehicle
for data transmission. Where
WiFi uses radio frequencies,
LiFi transmits data using
visible, ultraviolet and infrared
light spectrums. Exempt from
electromagnetic interference,
it’s already being studied for
use in hospitals and aircraft,
and for vehicle-to-vehicle
communication. /L.A.
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Smart buildings
benefit both
people and
the planet
Companies that use
emission-reducing
technologies in their
buildings are saving
money and the environment

B

uildings account for about
one-third of global energy
consumption and energy-related carbon emissions, making
them one of the largest contributors to climate change, according to the World Resources
Institute (WRI).
For the world to meet the
Paris Agreement’s goals to fight
climate change, the WRI says
all buildings must be net-zero
carbon by 2050 — yet fewer
than one per cent are today.
Reducing the carbon
footprint of buildings is “one of
the most proven, cost-effective
climate mitigation solutions
available,” says the Washington, D.C.-based research organization. But efficient buildings
featuring the latest in architectural design aren’t just good for
the environment, the WRI says
they also “enhance quality of
life, health and productivity of
people living and working in
them.”
It’s why the WRI recently announced a global “Zero Carbon
Buildings for All” initiative at the
2019 UN Climate Action Summit, endorsed by the United
Nations Secretary-General, that
pledges to make new buildings
100-per-cent net-zero carbon
by 2030. For existing buildings,
the goal is net-zero by 2050.
“When it comes to climate
change, we need to shift
from ‘doing better’ to ‘doing
enough,’” WRI chief executive
officer Andrew Steer said in a
release.
THE SMART SOLUTION
Smart buildings — which use
data and technology to help
increase efficiency and reduce
maintenance, energy usage and

costs — are considered critical
to helping the industry meet its
carbon reduction goals.
Using connected technology,
such as sensors that control
a building’s lighting, heating
and air conditioning, can help
to reduce energy use by as
much as 30 per cent, according
to Shonodeep Modak, chief
marketing officer for the North
America region of Schneider
Electric, the company behind
EcoStruxure, an IoT-enabled
system used in 500,000 sites
around the world.
“A smart building helps
reduce operating costs by being
able to predictively see what’s
about to fail or is failing, and
calculate energy usage at specific points,” Mr. Modak says.
Smart buildings are also
designed in a way that support
the well-being of occupants
by intuitively adapting to the
environment in areas such as
temperature and lighting.
“Smart buildings bring
people together through connectivity and sustainability,” Mr.
Modak says. “[They] create a
work environment that people
are happy to be in. That, in turn,
helps to attract and retain top
talent, which is increasingly difficult in today’s economy.”
An often-cited example of
a smart building today is Deloitte’s The Edge in Amsterdam,
billed as the world’s most sustainable office building. When it
was finished in 2014, The Edge
received a BREEAM (Building
Research Establishment Environmental Assessment Method)
accreditation score of 98.36 per
cent — the highest ever for an
office building — by the Building Research Establishment, a

global assessor of sustainable
buildings.
The Edge operates using
a broad range of building
management solutions, electrical distribution systems, and
IT infrastructure provided by
Schneider Electric’s EcoStruxure
technology.
“The Edge is a great example
of what we’ve been able to do
with a customer to drive the
sustainability agenda, reducing
energy consumption while
creating an environment that is
healthier and more productive
for employees,” says Richard
Henzie, director of digital power
at Schneider Electric Canada.
The result? The Edge
produces more electricity
than it consumes thanks to an
extensive solar panel network
and below-ground thermal
energy storage. Its Ethernetpowered LED lighting system is
80 per cent more efficient than
conventional illumination. The
building reuses rainwater from
the roof and balconies to flush
the building’s toilets and water
its gardens.
OLDER BUILDINGS
CAN BE SMART, TOO
Smart building technology
isn’t just for new construction; it can also apply to older
structures that are renovated
and upgraded. An example is
Winnipeg’s Fort Garry Hotel,
which was built in 1913 by the
Grand Trunk Pacific Railway.
The iconic building is historic –
and so was its electrical system.
Facing rising energy costs
and overwhelming operational
inefficiencies, not to mention
guest complaints about issues
such as inconsistent room tem-

peratures, the current owners
teamed with Schneider Electric
Canada partner BARCOL Controls Ltd. for a much-needed
update using EcoStruxure
technology.
“We used advanced building
management software systems
and connected devices to
do the guest room and lobby
upgrades,” Mr. Modak says.
“We also added a layer of
intelligence to existing systems,
which created a level of automation that an old hotel would
never have had.”
Since the revamp, the
Fort Garry Hotel has seen a
20-per-cent reduction in energy
consumption and a 25-per-cent
decrease in maintenance staff
hours, while guest complaints
have been reduced significantly.
Smart building technology
has ushered in new possibilities
for buildings like the Fort Garry
Hotel, from preparing heating
and cooling systems to be more
efficient to monitoring air quality
during flu season and triggering
action to optimize bacteriakilling conditions.
“If you can actually prepare
the hot water for boiling for
heat, or you can prepare the AC
units to come on at a certain
time of day, you can save up to
50 per cent in efficiency by using analytics and save building
maintenance costs at the same
time,” Mr. Modak says.
SMART BUILDINGS
ARE MORE ACCESSIBLE
The good news for the building industry is that the cost
of connected technology has
decreased dramatically in
recent years, making it more
accessible, says Mr. Henzie.
In many cases, these solutions
can pay for themselves in a
few short years. With retrofits,
the payback can sometimes be
immediate.
“Studies show the benefit of
having a smart building, and
it’s not just financial but also an
improvement in the performance and engagement of the
tenants,” Mr. Henzie says.
That, in turn, can increase its
overall value. But where smart
buildings have the greatest
potential, Mr. Henzie says, is
helping to lower emissions not
just on site, but globally.
“If we can have an impact on
reducing consumption within
those buildings, the overall
impact on carbon emissions
would be enormous.”
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geog rapher with the University of
Toronto and Canada Research Chair in
infrastructure finance. “The money is
flowing into this space like never before.”
The players include everyone from tech
startups around Tel Aviv to multinationals like Cisco and Siemens. Alphabet’s
smart city subsidiary, Sidewalk Labs, has
whipped up controversy since alighting
on Toronto’s post-industrial waterfront in
October 2017.
Siemiatycki also points to firms in adjacent markets that hold great potential
for municipal governments. GeoTab, in
Oakville, Ont., has developed an assetmanagement tool for fleet operators. The
firm’s vehicle-based GPS sensors, which
are connected to its platform, originally
allowed delivery firms to optimize their
routes, potentially boosting profit margins in the highly competitive freight sector. But the devices have been upgraded so
they can also listen to engine performance,
using an AI application to anticipate maintenance needs before vehicles actually
break down. All municipal fleets—such as
buses and police cruisers—could benefit
from this kind of care, Siemiatycki says.
Indeed, the workhorses of the smart city
industry are sensors that can be deployed
anywhere to gather and transmit all manner of data. They come in lots of flavours.
Some are as simple as compact WiFiconnected devices that do nothing more
than determine when a waste bin needs
to be emptied, while others are as complex as Miovision’s high-end intersection
cameras, which are programmed to “see”
the difference between a pedestrian and a
cyclist, and can account for visual occlusions, like signs, newspaper boxes and
other non-vehicular detritus. Some sensors do just one thing—measure water
flow, for example—while others, such as
GE Current’s CityIQ nodes, are bundled
to perform all sorts of tasks, including
automatically adjusting LED street lights
to ambient light conditions, measuring
air pollution and collecting video.
Millions of sensors have already been
installed in cities around the world. But as
sensors, even sophisticated ones, become
commodity items, the deployment will
accelerate. What could turbocharge this
already robust industry is the muchhyped but little understood expansion of
5G wireless networks, something that will
likely take place this decade. Peter Linder,
head of 5G marketing in North America
at Ericsson, says the U.S., Japan, China
and South Korea are moving fastest,
while Canada’s commercial 5G network
isn’t expected to begin construction for

5.8 billion

DEVICES ON THE
INTERNET OF THINGS
BY END OF 2020
S M A RT

How a package
can tell you that
it’s damaged
I

Inventory management is crucial
for retailers, but there’s only so
much that can be accomplished
using the spreadsheets still
employed by most companies.
Cloud-based tracking systems
can offer an improvement but, in
terms of data analytics, there’s
no comparing either process to
having a supply chain hooked
directly to the Internet of Things,
or IoT.
Imagine attaching a tracking
sensor to each item in your
inventory that can communicate
its location and temperature,
and whether damage has
occurred, all in real time. Data
that granular would give retailers
unprecedented insight into the
inefficiencies in their systems.
It would also cut human error
out of that equation. Like many
potential developments in
the IoT, this one is still in its

I N V E N T O RY

early stages, and applying it to
inventory systems on a large
scale, and in a cost-effective
way, could still be a long way off.
But its potential implications for
companies’ resource efficiency
are massive.
One Canadian firm working
on IoT-enabled supply chains is
Peytec, based in Markham, Ont.
The company makes trackers
that communicate an item’s
location to a supply-chain
management system. Peytec
says its trackers are accurate
within 10 centimetres and can be
equipped with modular sensors
that monitor variables like
temperature and moisture levels.
“The benefit of this system over
existing ones…is that it’s much
more accurate and occurs in
real time,” says Peyman Moeini,
Peytec’s president and CEO.
“No one likes scanning items in
a warehouse, which is part of
why the error rate in inventory
management systems tends
to be so high. This technology
solves a major pain point for
industry.” /Liza Agrba
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The smart
way to
build a
smart city
TECH COMPANIES ARE
SET TO TRANSFORM
OUR MUNICIPAL
INFRASTRUCTURE,
WHILE LISTENING
TO CONCERNS ALONG
THE WAY
BY JOHN LORINC

Kurtis McBride describes
what he does for a living
in simple terms: “Make the
traffic suck less a little bit
more every day.”
Everything in his world comes
down to traffic lights. The 39-yearold founder of Miovision readily
catalogues the litany of frustrations
associated with these fixtures of city
life. There’s the “split,” which is what
happens when you’re stuck in the leftturn lane and the light changes. And
“co-ordination failure,” when you
hit every red light. And then there’s
“conflict,” a catch-all term for when
the signal is somehow implicated in a
collision (or near-miss) between a car
and a cyclist or pedestrian.
Traffic engineers traditionally tried
to adjust traffic light intervals by man-

ually counting vehicles and then doing
the math (tweaking intersections is
the ultimate zero-sum game—more
time for one direction means less for
the other). McBride automated that
cumbersome task, feeding data back
to municipal traffic control centres
and transportation planners.
He founded his Waterloo, Ont., tech
firm in 2005 before even graduating from university. During the first
seven years, Miovision’s technology
became the “de facto standard way
to do vehicle counts in intersections
across North America,” McBride says.
The product can now be found in over
60 countries.
Then, three years ago, Miovision
raised $30 million from a syndicate of
Waterloo-based investors and three
venture capital firms. The goal: to
develop sophisticated computers that
live next to intersections (inside those
upright boxes you’ve likely seen) and
are linked to digital cameras programmed to see and interpret what

is happening in the intersection. TrafficLink, which can adjust signal intervals
automatically depending on traffic conditions, is equipped with artificial intelligence, computer vision software and
the ability to communicate with signal
controllers installed at adjacent intersections.
“You’re putting a lot of technology into
the intersection,” McBride says, adding that Miovision has installed 2,000
TrafficLinks to date. He claims the firm’s
technology can accelerate the transportation network by 20% to 40%. The market
seems impressed. The company, which
employs about 200 people in a funky
converted tire warehouse in Kitchener,
Ont., raised an additional $15 million last
March.
Unsurprisingly, Miovision markets
itself as a “smart city” company. Its promotional materials and branding have
a decidedly urban feel, and its mission
reflects the smart city hype: Marrying
technology, data and municipal systems
can improve the quality of life in cities.
While estimates vary widely, the smart
city sector is vast. The IMARC Group, a
New York market research firm, recently
estimated that the global market was worth
over US$312 billion in 2018 and appears
to be on track to produce a compounded
annual growth rate of 17.6% through
2024. “This has become such a hot business area,” says Matthew Siemiatycki, a
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Lightbulbs that know your routine
Farms fed with data

Trucks that keep drivers safe
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How the Internet of Things will
transform our world in 2020
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