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ARTICLE

Medtech funding in Canada: Challenges and opportunities

Canada  i s g l oba l l y recogn i zed  fo r i ts i nnova t i ve  hea l th  ca re  l andscape ,  f rom  i ts l ead i ng  hosp i ta l s and  research  i nst i tu t i ons to  i ts l eadersh i p  i n  the  adop t i on  o f
m ed tech ,  such  as AI-enab l ed  d i g i ta l  hea l th  ca re  so l u t i ons.

M ed tech  i s becom i ng  one  o f  the  fastest  g rowi ng  segm ents i n  Canada ’s hea l th  ca re  and  l i fe  sci ences secto rs,  pa rt i cu l a rl y as COVID-19  has crea ted  a  g rea te r need
fo r techno l og i es tha t  t ransfo rm  how hea l th  ca re  p rovi de rs l eve rage  pa t i en t  da ta  to  enab l e  be t te r ou tcom es and  op t i ons.

Desp i te  the  he i gh tened  i n te rest  i n  m ed tech  f rom  bo th  pub l i c and  p ri va te  m arke ts,  m ed tech  com pan i es—and pa rt i cu l a rl y founder-l ed ,  ea rl y-stage  com pan i es—can
strugg l e  to  secure  and  m a i n ta i n  fund i ng  th roughou t  the i r p roducts’ l eng thy and  h i gh l y regu l a ted  deve l opm ent l i fe  cycl es.  Wh i l e  the re  i s no  one-si ze -f i ts-a l l
fo rm u l a ,  som e key consi de ra t i ons can  he l p  ea rl y-stage  m ed tech  com pan i es navi ga te  the  uph i l l  pa th  to  fund i ng  th rough  p roduct  deve l opm ent,  regu l a to ry
pa thways,  com m erci a l i za t i on  and  l aunch .  

The uphill path: funding options and opportunities

Earl y-stage  m ed tech  com pan i es a re  i m portan t  con tri bu to rs to  Canada ’s i nnova t i on  ecosystem , bu t  f i nanci ng  rem a i ns an  ongo i ng  cha l l enge  fo r m any.

Once  an  ea rl y-stage  m ed tech  com pany desi gns a  p roduct ,  the  pa th  to  com m erci a l i za t i on  can  sta rt  wi th  seed  fund i ng ,  e i the r f rom  fri ends and  fam i l y o r f rom  ange l
i nvesto rs.  An  i nnova t i ve  p roduct  com b i ned  wi th  seed  fund i ng  can  be  the  ca ta l yst  to  advance  to  ven tu re  cap i ta l  fund i ng .   

Venture capital funding

Ventu re  cap i ta l  i nvesto rs a re  h i gh l y se l ect i ve  i n  the  cu rren t  envi ronm ent,  and  i nvestm en ts a re  o f ten  based  on  estab l i shed  re l a t i onsh i ps.  As a  num ber o f  we l l -
known ven tu re  i nvesto rs a re  i ncreasi ng l y devo t i ng  m uch  o f  the i r t i m e  and  m oney to  support i ng  p rom i si ng  com pan i es i n  the i r exi st i ng  po rt fo l i os,  founders m ust  be
prepared ,  d i rect ,  t ransparen t  and  stra teg i c i n  the i r conversa t i ons wi th  po ten t i a l  i nvesto rs.

COVID-19  has changed  how i nvesto rs engage  wi th  m ed tech  com pan i es.  M any i nvesto rs cl ea rl y d i ffe ren t i a te  be tween  com pan i es tha t  he l p  hea l th  ca re  p rovi de rs
m ee t the  cha l l enges o f  the  pandem i c—and  everyone  e l se .  In  response  to  m any ven tu re  cap i ta l  f i rm s becom i ng  m ore  ri sk ave rse ,  ea rl y-stage  com pan i es a re
advi sed  to  seek ou t  i nvesto rs who  a re  a t tuned  to  the  post-pandem i c econom y, and  shou l d  consi de r ta i l o ri ng  the i r o ffe ri ngs to  p roducts tha t  a re  COVID-19  resi stan t
and /o r address new opportun i t i es a ri si ng  f rom  the  pandem i c,  such  as vi rtua l  m ed i ci ne .

A medtech-enabled paradigm shift in health care

A num ber o f  Canad i an  ven tu re  i nvesto rs cu rren t l y ho l d  si gn i f i can t  un -dep l oyed  cash  posi t i ons and  a re  m ot i va ted  to  engage  wi th  p rom i si ng  young  com pan i es.  Fo r
exam p l e ,  the  i m p l em enta t i on  o f  vi rtua l  engagem ent by physi ci ans,  hosp i ta l s and  o the r p rovi de rs has crea ted  opportun i t i es fo r A I- and  tech -enab l ed  busi nesses to
o ffe r vi deo  te l ephony and  on l i ne  cha t  se rvi ces to  rep l ace  i n -pe rson  consu l ta t i ons.  

T he  pandem i c has caused  sh i f ts i n  the  d i spensa t i on  o f  hea l th  ca re  se rvi ces and  has re i n fo rced  the  need  fo r m ed tech  se rvi ces and  so l u t i ons.  Fo r exam p l e ,  m any
hea l th  ca re  p rovi de rs,  i ncl ud i ng  fam i l y physi ci ans,  speci a l i sts and  m en ta l  hea l th  p ro fessi ona l s,  a re  now accessi b l e  th rough  robust  vi rtua l  p l a t fo rm s tha t  don ’t
requ i re  the  pa t i en t  to  l eave  the i r hom e o r o ff i ce .  

I t  was custom ary fo r pa t i en ts to  recover i n  hosp i ta l  be fo re  the  pandem i c,  a  p ract i ce  tha t  d ri ves i ne ff i ci enci es and  costs.  T he  new and  evo l vi ng  pa rad i gm  wi l l
a l l ow rem ote  engagem ent and  rea l  t i m e  pa t i en t  m on i to ri ng  wi thou t  requ i ri ng  pa t i en ts to  occupy hosp i ta l  beds,  an  expensi ve  p roposi t i on  i n  si ng l e - and  m u l t i -
payer m arke ts.  Fu rthe r,  p l a t fo rm  as a  se rvi ce  (PaaS) a l l ows o rgan i za t i ons to  l eve rage  and  p rocess com p l ex da tase ts to  i m prove  d i g i ta l  pa t i en t  p rog ram s.

Attention to public and private markets

Founders shou l d  be  a t ten t i ve  to  bo th  pub l i c and  p ri va te  m arke ts.  Fo r exam p l e ,  the  pub l i c m arke t  has no t  experi enced  the  sam e downtu rn  i n  va l ua t i ons as the
pri va te  m arke t ,  a  t rend  tha t  has em erged  f rom  p ri va te  i nvestm en ts be i ng  m ade  i n  pub l i c com pan i es.  Wh i l e  pub l i c m arke ts cu rren t l y o ffe r robust  m ed tech
prospects,  i t ’s no t  possi b l e  fo r ea rl y-stage  com pan i es to  accu ra te l y t i m e  wi ndows o f  opportun i ty fo r p roduct  deve l opm ent and  pub l i c-m arke t  f i nanci ng .  As a  resu l t ,
i t ’s i m pera t i ve  to  an t i ci pa te  how your p roduct  wi l l  wea the r bo th  m arke ts’ i nevi tab l e  ebbs and  f l ows.

Non-dilutive funding

Non-d i l u t i ve  fund i ng  can  be  an  a t t ract i ve  op t i on  fo r ea rl y-stage  m ed tech  com pan i es—sources such  as g ran ts and  governm ent fund i ng  p rog ram s can  a l l ow
founders to  m a i n ta i n  the i r equ i ty ownersh i p  wh i l e  advanci ng  the i r p roduct .  Governm ent p rog ram s and  sci en t i f i c research  tax p rog ram s can  a l so  he l p  to  ensure
tha t  you r vi si on  i sn ’t  com prom i sed  by un favourab l e  fund i ng  te rm s.  However,  these  i n i t i a t i ves o ffe r m odest  fund i ng  and  do  no t  rep l ace  the  need  fo r equ i ty fund i ng
to  support  the  com p l ex p roduct  deve l opm ent o f  pharm aceu t i ca l s,  m ed i ca l  devi ces and  re l a ted  techno l og i es.



Opportunities from strategic investors

Hea l th  ca re  techno l ogy com pan i es a re  ou tpaci ng  the  b roader m arke t ,  and  have  caugh t  the  a t ten t i on  o f  seve ra l  g l oba l  p l a t fo rm  com pan i es.  Fo r exam p l e ,
Facebook,  App l e ,  M i croso f t ,  Goog l e  and  Am azon—al so  known as FAM GA— regu l a rl y m on i to r Canada ’s tech  l andscape .  FAM GA and  o the r l a rge -cap  tech
com pan i es a re  spend i ng  substan t i a l  resources to  tackl e  g l oba l  hea l th  ca re  cha l l enges by l eve rag i ng  i nnova t i ve  tech  com pan i es th rough  R&D partne rsh i ps,
l i censi ng  dea l s,  st ra teg i c i nvestm en ts and  acqu i si t i ons.

Funding and protecting your intellectual property

Pro tect i ng  i n te l l ectua l  p roperty (IP) i s cruci a l  fo r ea rl y-stage  m ed tech  com pan i es fo r bo th  short - and  l ong-te rm  goa l s.  From  a  fund i ng  pe rspect i ve ,  the re  i s a
d i rect  re l a t i onsh i p  be tween  a  p roduct ’s IP p ro tect i ons and  i ts l i ke l i hood  o f  rece i vi ng  ven tu re  cap i ta l ,  pub l i c m arke t  and  non-d i l u t i ve  fund i ng .  Robust  IP
p ro tect i ons can  a l so  he l p  to  sa feguard  a  com pany aga i nst  en te ri ng  i n to  an  un favourab l e  ag reem ent tha t  wou l d  d i m i n i sh  p resen t  and  fu tu re  opportun i t i es.  

Mitigating risk and maximizing opportunities

Com pan i es o f  a l l  si zes can  m ake  bad  deci si ons,  bu t  ea rl y-stage  com pan i es a re  pa rt i cu l a rl y vu l ne rab l e  to  ha rm fu l  m oves,  such  as se l l i ng  l i cenci ng  and
d i st ri bu t i on  ri gh ts tha t  m ay cu rta i l  a  successfu l  p roduct  l aunch .  T he  road  to  com m erci a l i zi ng  a  m ed tech  p roduct  i s l ong  and  sub j ect  to  m yri ad  i ssues,  bu t  wi th
com prehensi ve  p l ann i ng ,  a t ten t i on  to  t i m i ng  and  m arke t  f l uctua t i ons,  ri go rous research  and  deve l opm ent,  a  cl ea r understand i ng  o f  the  fund i ng  l andscape  and
estab l i shed  IP p ro tect i ons,  an  ea rl y-stage  m ed tech  com pany can  i ncrease  i ts chances o f  success and  de l i ve r be t te r pa t i en t  ou tcom es.

Founder-l ed  and  m ore  estab l i shed  m ed tech  com pan i es bene f i t  f rom  partne ri ng  wi th  busi ness and  p ro fessi ona l  advi so rs who  have  a  com prehensi ve  understand i ng
o f  the  secto r,  expert i se  based  on  deep  dom a i n  knowl edge  and  estab l i shed  ne tworks.  BLG’s Techno l ogy Group i s a  na t i ona l  cross-secto r team  tha t  can  assi st  you
th roughou t  you r p roduct ’s deve l opm ent cycl e ,  f rom  m axi m i zi ng  IP p ro tect i on  to  rea l i zi ng  fund i ng  opportun i t i es.   
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