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We are delighted to be invited to respond to the call from

the Treasury Board of Canada Secretariat (TBS) as part

oftheConsultation onRegulatory Modernization.

This response is extrapolated (without any direct

attribution) from the second meetup of the Network of

Regulatory Experimentation organized in Toronto, in

partnership with theCommunity ofFederal Regulators,

Mars Discovery District, the McConnell Foundation

and Dark Matter Labs. The gathering comprised of

a diverse group of 50 actors (including federal and

provincial regulators, municipal politicians, private

sector organizations, Indigenous and industry groups,

academics, civic activists) engaged in the collaborative

development of regulatory experimentation frameworks,

within anacknowledged context ofgreat environmental,

economic,andsocial transition.

This response seeks to crystallize some of the key

findings based on the network gathering and a series

of informal and structured interviews. It puts forward

a clear proposal for driving regulatory innovation and a

structural economic revolution in the face of a climate

emergency, massive biodiversity loss,growing inequality

and rapid technological advancement.
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KEY FACTORS

FOR THE

FUTURE OF

REGULATORY

INNOVATION.
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REGULATORY INNOVATIONS

FOR A GREAT TRANSITION.

Regulatory innovation needs to
be placed, understood and
facilitated beyond the current
focus of enabling current
economic actors and sectors.
Regulatory innovation must

acknowledge that we are facing
a seismic economic and societal
revolution of unprecedented
scale. This future requires us to
structurally rethink and remake
how we regulate and govern in
order for Canada to survive and
thrive in this transition.

MOVING BEYOND

RED TAPE REDUCTION.

Regulatory innovation needs a
new approach which goes
beyond the traditional attempts
to surgically accelerate thecycle
of policy renewal in key sectors.
The prevailing logic of regulatory
innovation is too often driven by
corporate demands. This tends
to reduce it from a fundamental
and inclusive discussion about
public value(s) to a narrow
concept of ‘unburdening’
business. Future-fit regulatory

innovation must respond to more
diverse sources of demand for
change and more fundamentally
reimagine and remake how we
regulate in a complex, emergent
world to reduce negative
externalities while unleashing
Canada’s Whole of Nation
capacity to innovate in response
to the speed and scale of the
challenges we face.
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BEYOND BLACK SWAN

INNOVATION SUPPORT.

Investment in regulatory

innovation needs to be focused
on building the systemic
institutional capacity for agile
regulation and innovation, not
singular, piecemeal regulatory
innovations driven by heroic
measures and political backing.

Our complex, interconnected
and emergent world needs a
decentralized and distributed
capacity for the development
and implementation of adaptive,
agile and digital-at-source
regulations.

ENGAGINGALL AGENTS

OF CHANGE.

Regulatory innovation in an age
of great transition (addressing
climate change, biodiversity
loss, increasing inequality,
impact and opportunity of
automation and AI) needs to
embrace actively a full range
of agents of change (activists,

social and public entrepreneurs)
as well as startups and the
corporate sector. A singular
focus on optimizing existing
industries presents significant
societal risks along with
undermining the credibility of
regulatory modernization as a
public benefit process. We
must deliver a change process
which recognises the agency of
civic activists, civically-minded
entrepreneurs as well as local
and Indigenous communities and
their demands on governments
to update their systems. These
diverse voices must be heard
across policy and regulatory
processes, from the setting of
agendas to the innovation and
enforcement of rules.
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REGULATORY CHANGE

FROM BOTH PUSH AND PULL.

Regulatory innovationneeds
to be a combination of both
pulling and pushing —
responding to change from a
full range of change agents
— but also inviting and

supporting regulators to lead
the reinvention of existing
markets for public benefit.
As it disrupts traditional

institutions and regulatory
regimes, the great transition
also offersunprecedented
opportunities for radical

openness and inclusiveness,
eliminating information and
communication asymmetries,
and dramatically lowering
costs and raising theefficacy
of regulation in a complex
world. Technology advancement
offers unprecedented reach
and precision to regulators,

affording a more pro-active and
anticipatory role for regulators in
driving an intentional
economy and society.

CONSTRUCTING ON A

FOUNDATION OFCIVIC

LEGITIMACY.

Regulatory innovation requires
the continual construction
of civic legitimacy in an
increasingly contested
world. This requires us to

augment traditional regulatory
consultation processes and
embrace new techniques like
civic audits, citizen juries,
peer reviews, and participatory
co-design. Regulating with
legitimacy in a complex and

dynamic world requires a new
form of public engagement that
leverages big data and thick
data; high tech and high touch;
action and reflection on action;
experimentation and iteration;
in order to build trust and
democratic participation.
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FROM REGULATING FOR

CERTAINTY TO REGULATING

WITH UNCERTAINTIES.

Regulation is about managing
risks, not eliminating them.
Command-and-control-based

risk narratives imply that we are
able to anticipate and control
risks threatening us. In the face
of runaway tech innovation and
the uncertainties of climate
break-down, we need to shift
from regulating perceived
certainties to dealing with
continuously evolving known

and unknown uncertainties. This
means developing regulations
that are robust to disruption
through the use of futures
techniques; and designing for
adaptability through the use of
outcomes-based, parametric,
and conditional regulations.

INNOVATION FOLLOWS

EXPERIMENTATION.

Regulatory innovation is
inherently the product of
regulatory experimentation.
Regulatory experimentation is
a disciplined process  for
transforming deep uncertainty
into manageable risk. This
involves testing and openly

documenting new ideas across
diverse local settings to see
whether, how, why, and under
what conditions they work.
Regulatory experimentation
is enabled by peer-to-peer
learning, mutual accountability,
collective credibility, and
shared capabilities that cross
departments and levels of
government.
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LAYERED REGULATORY

INNOVATION.

Regulatory innovation is
often stuck in entangled
sovereignties and dependant on
many industries and activities
locked into a nest of regulators
— spanning city, provincial
and federal governments, as
well as international trade
agreements. Too often, locally
relevant innovations are
blocked by higher levels of
regulations that don’t take
into account the reality of
the sector being regulated.
Regulatory modernization
should be initiated in close
proximity to the civic, social or
enterprise drivers on the ground
and led by the relevant local
jurisdiction. Higher orders of
government and governance
should then be layered on
top of the local regulatory

touchpoint to address issues of
scale and harmonization. This
requires a new model of cross-
governmental collaboration
and new capacities in layered
governance.

HR INNOVATION AND

SUPPORTING REGULATORS TO

TAKE RISKS.

Increasingly we need to

create the environment and
the necessity for regulators to
take and actively manage
risks, driving innovation in
order to address the scale of
strategic risk we face. This
requires foundational reform
of government from an HR
perspective, annual evaluations
of civil servants and putting the
management of strategic risk
(positive and negative) at the
heart of government.



10 - CONSULTATION ON REGULATORY MODERNIZATION

THE ROLE OF REGULATORS

IS SHIFTING.

Compliance is a function of
the complex interaction of
organizations and networks,
involving civic, public and
private actors – rather than a
product of government
control. In many fields such

as nuclear power stations, the
task of applying rules to actual
scenarios has been automated
thanks to advanced data
analytics that are capable of
complex pattern recognition.
With new tech radically

reducing the bureaucratic cost
of deploying these methods,
these“regulator-less regulation
models” can now be used
widely. This does not abolish

the regulators, but rather shifts
their role from the enforcement of
rules to the human interface
between rules and society.

CITIES AS THE MINIMUM UNIT

OF VIABLE AND LEGITIMATE

CHANGE.

Cities and municipalities are
where many of our shared
challenges are the most deeply
felt; where innovations are
increasingly found; where
regulatory experimentation
can happen fastest; and
municipalities are the level of
government Canadians trust
the most. Cities need to be

recognized as vital landscapes
for driving the social, civic and
enterprise innovation necessary
to support the great regulatory
transition. However, city

experiments can too often be a
scattered series of small scale
initiatives with questionable
degrees of success if they don’t
learn fast from each other and
build on collective credibility
and shared capabilities. Canada
needs the federal government to
help connect and amplify those
urban proofs of possibilities
towards better futures.
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RECONCILIATION THROUGH

REGULATORY  INNOVATION.

Canada is uniquely placed to
learn and explore alternative
governance futures enabled
by Indigenous ways of knowing
and traditions. This could
help establish stronger

intergenerational responsibility
and consciousness of
interdependence, as well
as contribute to building a
foundational reconciliation
towards self-governance and
self-management. These present
strategic sites of possibility
would explore structural
alternatives to the current

governance infrastructure,which
is currently enabling societal
self-determination. Since

they are comprising less than
5% of the world’s population,
yet protect 80% of global
biodiversity, it is undeniable that
Indigenous people hold some of
the key answers about how to
rethink our interdependencies
in this context of global climate
breakdown.

Building on these insights we

propose moving beyond

sector-based strategies focused

on advancing current industries

and sectors through regulatory

innovation. We recommend

Canada adopt a place-based

regulatory sandbox strategy to

support inclusive innovation and

the foundational capacity for

agile and legitimate governance.
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THE

POTENTIAL OF

PLACE-BASED

REGULATORY

SANDBOXES
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In response to calls for collaborative
and agile regulation, the last few
years have seen a rise of regulatory
experimentation in the form of so-
called sandboxes.

First-generation sandboxes in

Canada and around the world tended
to be based in government and focus
on a single sector (primarily financial
technology), start-ups, and generally
did not explicitly prioritize public
good (although some included value
criteria such as financial inclusion
for product testing). Subsequent
iterations are increasingly civic (e.g.
social care in Scotland) and hybrid
(e.g.multi-jurisdictional sandboxes
in the UK).

Regulatory sandboxes provide a
controlled environment to safely
and openly test innovation. First-
generation sandboxes have been
the subject of valid critiques based
on poor user protection, acting as
a trojan horse for deregulation,

long delays in setup, creating new
costs shouldered by the public
sector, and a broad lack of evidence

of subsequent regulatory change.

This is partly due to missing hybrid
structures to govern experiments,
and an absence of sustained,
multisectoral support for, and
engagement with them.

Throughout history, public value

has been discovered or created at
the intersection of diverse actors
working together. For the next
generation of regulatory sandboxes, a
truly hybrid environment at the
intersection of these diverse actors
is needed; a collaborative place
and platform for the discovery
of the public good. We believe it
is vital we build aplace-based
approach to regulatory innovation
and building the high governance
test beds for innovation in cities and
communities. Place-based
innovation bounds innovation
risks in space and time; grounds

innovation in everyday life; allows for
rapid iteration and massive parallel
experimentation; and is sensitive to
Canada’s geographic and cultural
diversity.
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This future requires the creation of delegated and

integrated regulatory sandboxes. This new generation of
sandboxes will have, among other characteristics:

• a hybrid location, with one foot outside government
and one inside with multi-jurisdictional
stakeholders;

• a test-bed approach with a portfolio of strategic

experiments that will also constitute the learning

infrastructure to better learn from how Canadian
systems function;

• capacity to innovate digital regulation with real-time

machine learningoversight;
• high levels of data transparency providing the

framework for real-world testing;
• delegated and devolved authority to support the

testing of new concrete innovations along with
creating the regulatory frameworks necessary
(adoption country wide);

• standing oversight from citizen juries and

assemblies that proactively create alternative

regulatory pathways for industries.
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3 KEY

PROPOSALS

FOR CANADA

TO DRIVE

INCLUSIVE

REGULATORY

INNOVATIONS.
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Based on our own experiences and
after hearing from many federal
regulators that the regulatory
experimentations they saw was
mostly happening in cities, we
developed a 30 page proposal we

called Legitimacities, which calls for
the creation of a network of place-
based regulatory experimentation
labs across Canada. Inspired by
the winning proposal of Montreal,
Grand Prize Winner of the Smart
Cities Challenge, organized by the
Federal Government, this proposal
stimulated immense amount of
interest from cities across Canada
(Winnipeg, Vancouver, Halifax, Toronto,

Montreal) and in the United States
(Austin, Boston). Given the agile
and responsive nature of regulatory

innovation, we believe Canadian cities
and communities are key locations for
supporting regulator innovation at all
levels of government.

To achieve that, we suggest the

following three primary proposals:

1

Invest inand establish

8 civic regulatory
experimentation

sandboxes across cities
and communities in

Canada, governedby civic
assemblies, and evaluated

in multi-endpoint social and
ecological outcomes; with

devolved regulatorypowers
and capacities.
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2

Invest inand support

thedevelopment of critical
digital infrastructure

forthecommons(civic
data pools, digital public
registries, rules as code

infrastructures,etc.)ata
cityandcommunity scale.

3

Co-invest inand build

a Blind Trust Fund focused
on Regulatory Innovation

(i.e ongoing investment
incivicregulatory

innovation sandboxes, civic
accelerators and critical

digital infrastructure),
supportedbyevery levelof
government and Canadian

corporations.
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CONTACT
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indy@darkmatterlabs.org

Jonathan Lapalme

jonathan@darkmatterlabs.org

Alex Ryan

alexryan@marsdd.com
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