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Issue
The Canadian medtech sector faces many barriers that 
have pushed both Canadian and international investors 
to seek opportunities elsewhere, affecting Canada’s ability 
to effectively foster innovation, benefit from significant 
opportunities such as succeeding in foreign markets and 
attracting foreign capital, and becoming a global leader in 
technology innovation and healthcare advancement. 

Background 
There is a great opportunity for Canada to foster its world-
class innovation and expand its economic, political and 
social potential by strategically investing in the medical 
technology (medtech) sector (OPTIMUS 2017). Medical 
technology can be defined as “the application of science to 
develop solutions to health problems or issues such as the 
prevention or delay of onset of diseases or the promotion 
and monitoring of good health” (Tulchinsky and 
Varavikova 2014). An international tech strategy, which 
should include a long-term framework to guide R&D, 
manufacturing and commercialization, would position 
Canadian medtech companies to better succeed in foreign 
markets and attract foreign capital (Fraser 2022). 

The medtech sector is a competitive and growing industry 
valued at $456 billion and has contributed immense 
value to health care and improved the lives of millions 
globally (EY Canada 2020). In 2021 alone, Canada 

spent $20 billion importing medical devices from other 
countries (Medtech Canada 2021a). Canada has the 
infrastructure and capacity within its post-secondary 
institutions (PSIs) to produce world-class science and 
technology innovations; however, strategic partnerships 
and investments are still needed to facilitate the 
transfer and fostering of innovation into domestic and 
international markets (Dooks 2021). Medtech can support 
Canada’s 2030 Agenda National Strategy that invests 
in science, innovation, technology and partnerships to 
accelerate progress toward achieving the UN Sustainable 
Development Goals (Government of Canada 2019a).

Why Medtech?
The COVID-19 pandemic exposed major gaps in Canada’s 
health care sector that resulted in delays in vaccine 
procurement (Alin et al. 2022). Depleted stockpiles of 
personal protective equipment also corresponded with 
the unprecedented decline in surgical supplies, MRI, CT 
and X-ray machines (Leo 2020; Medtech Canada 2022). 
The high demand and low supply of medical equipment 
and supplies resulted in a heavy reliance on China and has 
created an urgent need for current and future medtech 
innovation (Leo 2020; Medtech Canada 2021b). The 
Canadian medtech industry has been acutely aware of 
these challenges and the impacts they could have on the 
health care sector.
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Roadblocks Standing Between Canadian 
Medtech Innovation and the Global Market 
Currently, Canada houses a significant amount of valuable 
medtech expertise and innovation; however, when it comes 
to driving innovation from the lab to the market, there 
are barriers in the way (OPTIMUS 2017). Some of the 
most significant barriers include long waiting periods 
for intellectual property (IP), new coding applications, 
trial periods and reimbursement processes, high costs of 
development and lack of funding, lack of market expertise 
and opportunities, high risk and short technology lifespan, 
and lack of sufficient access to verification and protection 
over IP rights (ibid.). 

Protection of Intellectual Property and 
National Security
With Canada being a highly developed mixed-market 
system, a reliable and monetized system of IP through 
successful licensing is an important mechanism that can 
enhance national security (Shivakumar 2022). Without 
these critical structures in place, countries looking to 
dominate and replicate advanced technologies, such as 
medtech, can easily threaten Canadian IP (ibid.). These 
barriers have directly impacted the high risks of investing 
in medtech within Canada, which has significantly 
reduced the potential of Canadian medtech innovation, 
commercialization and the significant achievements of 
high-ranking institutions (OPTIMUS 2017).

Emerging fields of technology, such as medtech, have 
become key drivers of economic growth and development. 
This growth has also given rise to new and serious national 
security vulnerabilities that are emanating through a range 
of entry points into Canada’s economy (Government 
of Canada 2021). Foreign multinational companies 
are starting to take note of Canada’s higher education 
achievements and are profiting from the IP of Canadian 
university R&D programs. Canadian universities must 
take national security into consideration when partnering 
with foreign entities (Snyder 2019; Marijan 2021). A 
technology strategy must ensure that Canada manages 
the magnitude and complexity of these threats while also 
ensuring that the economy remains open, competitive 
and innovative (Government of Canada 2021). Medical 
devices make up a cross-sectoral industry that relies heavily 
on IP. For firms conducting business internationally while 
developing more advanced technologies and products, an 

effective IP strategy, especially on patents, is critical in 
gaining a competitive advantage in international markets 
(Government of Canada 2020). 

Procurement Processes 
Canada faces significant barriers in the procurement 
process that have led to medtech companies finding it 
increasingly difficult to get devices approved for use in 
domestic and international markets. Canada currently 
uses a model of conducting health technology assessments 
to inform policy makers around the introduction and 
diffusion of health technology. This is a lengthy process 
that takes over a year in a best-case scenario; in fact, many 
devices take several years to receive approval (MacNeil et 
al. 2019). By the time these assessments are completed, 
the priorities of policy makers have often shifted, leading 
to additional time needed for a medical device to be 
approved. In a 2016 survey of Ontario’s 23 academic 
hospitals, 76 percent of respondents reported procurement 
regulations as a “major hurdle” to adopting innovations 
within their hospitals (Kirkwood 2019).

Moreover, the culture surrounding the adoption and 
implementation of new medical devices in Canada is risk-
averse, focusing primarily on cost containment and not 
necessarily on value for money (ibid.). Focusing on short-
term costs impedes innovation and does not encourage 
growth in the medtech sector. Other jurisdictions, such 
as the Netherlands and other European countries, use a 
value-based procurement (VBP) system that focuses on 
improved patient/operational outcomes and savings to 
the larger healthcare sector (Medtech Canada 2021c). 
Although it involves more upfront costs, there is evidence 
that it provides long-term savings for governments and 
healthcare providers (ibid.).

Opportunities 
Knowledge Mobilization 
Canadian PSIs graduate a significant number of 
professionals each year who could support innovation. In 
terms of share of PSI graduates among the working-age 
population, Canada has the highest proportion of workers 
who have completed post-secondary education among 
nations in the Organisation for Economic Co-operation 
and Development (OECD) (55.2 percent). There are more 
qualified engineers in the labour force in Canada than in 
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any other G7 country, and Canada is first in the G7 for 
higher-education sector R&D performance (Government 
of Canada 2019). Thus, it is essential that the IP produced 
in Canada’s universities is not only protected but also 
harnessed to economically benefit from it. 

The process through which the benefits of university 
teaching and research is spread to society is known as 
“knowledge mobilization” and includes not only generating 
new patents and licensing revenue, but also providing 
new technologies and research-based solutions to SMEs 
(Universities Canada 2017, 2). Research shows that there 
is a positive interaction between innovation and exports: 
as firms export more, they also tend to innovate more (De 
Fuentes, Niosi and Peerally 2020). Supporting growth 
of operations abroad and trade outside of Canada spurs 
innovation, in turn granting companies increased capacity 
to integrate themselves into international markets. 
Global Affairs Canada (GAC) has much to gain by 
creating a tech strategy that is innovation-focused. This 
would lead to significant return on the investments the 
Trade Commissioner Service is making in international 
business partnerships. 

In-licensing, Non-dilutive Funding and 
Technology Transfer Offices
Canada has the capacity and initiative to further develop 
and foster Canadian innovation through in-licensing, 
which is “the process of creating a contract that allows 
another firm to provide capital to the development and 
commercialization process, while taking on the majority 
of the financial responsibility” (Two Labs 2018). In-
licensing has proven to be very successful for tech start-ups 
which have significantly supported Canadian innovation 
(Government of Canada 2022). In-licensing can provide 
a steppingstone for medtech start-ups to break into the 
global market while ensuring individual ownership and 
captivating the intrinsic market knowledge of Canadian 
tech firms (NIBUSINESS 2021).

The benefits that in-licensing provides include significant 
reduction in the time and cost of development, lower risk, 
longer technology lifespan, a means to meet the market 
standard and the freedom to operate with consistent 
ownership of IP (Hickey, Barrow and Harris 2018). 
In-licensing can be best complemented by non-dilutive 
funding that “does not require any equity stakes or 

ownership in a company” (Two Labs 2018). A provision of 
non-dilutive matching grants by the Federal Government 
of Canada for Canadian firms willing to provide in-
licensing can add great value to GAC’s mandate of 
providing an essential foundation to leverage Canadian 
innovation to the next level. 

In-licensing processes can also be strengthened by 
Canadian university tech transfer offices (TTOs) and tech 
incubators. TTOs and tech incubators have the capacity 
to ensure quality IP and act as channels between medtech 
innovation and international markets (University of 
Waterloo 2022). They also play a major role in negotiating 
challenging and time-consuming IP agreements (MacNeil 
et al. 2019). The goal of technology transfer is not only to 
commercialize academic IP but to also build the innovative 
capacities of PSIs, SMEs and entrepreneurs by facilitating 
collaborative ventures (Standing Committee on Industry, 
Science, and Technology 2017). TTOs are situated at 
the crossroads between innovative capacity, untapped 
economic potential and concerns for national security. 

Advancing Regulatory Frameworks 
Global Affairs Canada has the opportunity to make 
Canada’s regulatory environment for the medtech sector 
significantly more efficient by facilitating the adoption of 
international best practices, demonstrating that Canada is 
a place where innovative products can thrive in an already 
competitive industry. By making it easier to access more 
international markets and by adopting international best 
practices, Canada can further demonstrate to investors and 
innovators that it is a hospitable environment for medical 
device innovators (Health and Biosciences 2018).

International regulatory cooperation has several benefits, 
especially greater economic and administrative efficiency 
(OECD 2021). A regulatory framework that recognizes 
other international standards will not only make it easier 
for Canadian medical device producers to expand their 
markets outside Canada, but will save the medtech sector 
hundreds of thousands of dollars and will have an even 
larger impact on new and start-up medtech companies 
(Health Canada 2019). Pooling intelligence with other 
regulatory partners will help alleviate backlogs from 
domestic regulators, helping the federal government reach 
greater administrative efficiency.
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Recommendations
1.	 The Trade Commissioner Service should create 

a knowledge mobilization hub that connects 
Canadian university R&D programs and Canadian 
post-secondary graduates with Canadian businesses 
that are active in Brazil, China, India, Israel and 
South Korea to share best practices. These key 
markets are the focus of the Canadian International 
Innovation Program. As participating companies 
seek to develop new or improved products, services 
or processes and seek to collaborate on R&D projects 
with foreign partners, Canadian companies can seek 
the technical guidance of Canadian R&D programs. 
This university-industry partnership also presents 
an opportunity for Canadian university programs to 
learn how to better align their innovations with these 
key markets, which would eventually lead to easier 
commercialization and market integration. 

2.	 In collaboration with Innovation, Science and 
Economic Development Canada (ISED) and 
Health Canada, GAC should support in-licensing 
of domestic medtech devices by providing non-
dilutive matching grants to Canadian firms that 
are willing to provide in-licensing. This will further 
develop innovation and minimize existing barriers 
that prevent the commercialization of Canadian 
medtech. Through a cross-department investment 
and joint pilot project, funding could be drawn from 
multiple sources while allowing each party to have 
a stake in medtech development, resulting in an 
increased commitment to success. Funding could be 
equal or prorated based on budget capacity ensuring 
that costs are evenly shared. GAC and ISED should 
start by leveraging the existing Canadian TTOs 
to provide both verification and protection of IP, 
while sustainably fostering and driving world-class 
innovation into the global market. This strategy 
could complement and strategically feed into GAC’s 
mandate of fostering innovation by creating a 
foundational starting point for Canadian innovation 
and expertise to be leveraged into both domestic and 
international markets.

3.	 By working with Health Canada, GAC should 
promote procurement best practices that are both 
safe and economically sound by streamlining its 
procurement process and supporting the adoption 

of value-based procurement (VBP), which is already 
being used in countries with successful medical 
device sectors. VBP is lengthier to regulate because 
it involves longer trial periods, but also assesses best 
value for health outcomes and increased quality of life 
(Medtech Canada 2021c). Over time, Canada’s health 
sector can reduce costs by avoiding potential costly 
medical procedures. By adopting VBP, the approval 
process needs to be completed only once, saving time 
and money. GAC can facilitate partnerships between 
Health Canada and other international health 
agencies that recognize VBP assessments from other 
countries, which can expedite the approval process in 
Canada. While efforts are already being made through 
federally funded organizations such as CAN Health, 
local procurement is still a significant barrier to 
medtech companies. A coordinated approach to VBP 
can be an initiative led by the federal government.

4.	 GAC should build on existing international 
partnerships and bilateral relations to expand the 
Medical Device Single Audit Program (MDSAP) 
membership to more countries. Canada is already 
a member of the MDSAP, which allows for 
international cooperation in the medical device sector 
and is spearheaded by the Government of Canada. 
Currently, approval in Canada gives medical device 
companies access to only four markets outside of 
Canada: Australia, Brazil, Japan and the United 
States (British Standards Institution 2022). Other key 
economic partners that Canada should look to include 
are the European Union, China, India, Israel, Mexico 
and South Korea.
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