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The Canadian business community awaits the 2026 federal budget with heightened 
expectations. In The Globe & Mail, I described the Productivity Mega Deduction 
announced on Sept. 15 as “the most consequential Canadian tax policy initiatives of the
21st century”, and it is, both for the impact of the tax change itself and for what it 
represents. In the government’s own words, this measure constitutes “a sea change in 
how Canada intends to stimulate business investment decisions.” That’s a major 
change in Canada’s historically passive tax policy and exactly what it should be doing in
these circumstances: actively supporting our larger economic strategy and expanding 
our tax base (which funds the social programs we want), not just passively taking a cut 
of whatever’s there.

Countries whose economies are susceptible to coercion (or “economic force”) will find it 
very difficult to conduct themselves as truly sovereign nations, as recent events 
demonstrate. Indeed, as I argued recently, tax policy is both an essential ingredient of a 
strong economy and an expression of our sovereignty.

If we’re going to preserve our sovereignty and compete with other countries for the 
people and businesses that our economy and our tax base need, getting our tax policy 
into the game in a major way is essential. In the present environment of aggressive 
recent tax (and trade) measures from the U.S., a more neutral “a buck is a buck 
approach simply isn’t feasible. We need to use our tax policy to create the winning 
conditions to attract the new businesses we want and keep the ones we have. This 
government seems to understand that, and for that reason I am optimistic the 2026 
federal budget will reflect this new activist turn in tax policy.

How the change to a more aggressive tax policy manifests itself in the budget remains 
to be seen, but there are a variety of ways in which it could. At the macro level, 
comprehensive tax reform is long overdue in Canada, and the chorus for getting on with
this is only getting louder. Leading economists, academics and business organizations 
such as the Canadian Chamber of Commerce and CPA Ontario have all called for a full 
review and redesign of Canada’s tax system (not just income tax). It has been three 
years since I lamented, “Canada’s tax regime weighs on the economy – if not now, 
when do we reform it?” The 2026 federal budget should at least start what will be a 
multi-year journey down that road to a more efficient, more competitive tax system. If 
nothing else, getting top-end personal tax rates down below 50per cent and lowering 

https://www.canada.ca/en/department-finance/news/2026/09/government-of-canada-introduces-new-productivity-mega-deduction-to-boost-canadas-advantage-as-the-most-competitive-g7-country-for-new-business-inve.html
https://www.theglobeandmail.com/business/commentary/article-mark-carney-productivity-mega-deduction-gamechanger-tax-policy/
https://www.theglobeandmail.com/business/commentary/article-mark-carney-productivity-mega-deduction-gamechanger-tax-policy/
https://www.theglobeandmail.com/business/commentary/article-mark-carney-productivity-mega-deduction-gamechanger-tax-policy/
https://www.theglobeandmail.com/business/commentary/article-mark-carney-productivity-mega-deduction-gamechanger-tax-policy/
https://www.theglobeandmail.com/business/commentary/article-canada-broken-tax-system-resist-american-domination-competition/
https://prodwebsitesttrbot.blob.core.windows.net/prod-medialibrary/bot/media/reports/on-our-radar-obbba.pdf
https://prodwebsitesttrbot.blob.core.windows.net/prod-medialibrary/bot/media/reports/on-our-radar-obbba.pdf
https://www.blg.com/en/insights/2026/03/keeping-canadian-start-ups-canadian
https://thehub.ca/2024/06/24/deepdive-what-a-pro-growth-tax-reform-might-look-like/
https://cdhowe.org/publication/big-bang-tax-reform-unleashing-growth-in-the-canadian-economy/
https://www.chamber.ca/publications/the-canadian-chambers-response-to-pre-budget-consultation-2026/
https://www.cpaontario.ca/newsroom/businesses-and-professionals-call-on-ottawa-for-comprehensive-tax-reform
https://www.theglobeandmail.com/business/commentary/article-canadas-tax-regime-weighs-on-the-economy-if-not-now-when-do-we-reform/


2

corporate rates can be funded by increasing sales taxes, which are a better way to raise
money.

In terms of specific measures, the Department of Finance conducted a consultation in 
2024 on the possibility of introducing a patent box regime for income from intellectual 
property (IP). The Liberals included this proposal in their election platform, and we 
should expect to see action on this measure in the upcoming federal budget 2026. 
Another candidate for stimulative tax measures that would have a meaningful impact is 
the innovation sector, where there are various ways the tax system could lend more 
support and the Liberal platform also proposed specific initiatives. As I have said 
elsewhere, historically our timid tax policy reflects our minimal appetite for economic 
risk. In general, we need measures that better incentivize risk-taking, such as capital 
gains relief for entrepreneurs and early-stage investors comparable to what the U.S. 
offers. Hopefully the government’s policy “sea change” includes more such measures in
Budget 2026.

The other theme that should be reflected in the 2026 budget is simplicity, particularly in 
the income tax sector. Over half a century our Income Tax Act has indeed become a 
Frankenstein’s monster where “Nothing ever comes off, just new stuff gets bolted on.” 
There are far too many provisions in the statute that don’t actively support our economic
strategy (many of the Organization for Economic Co-operation and Development 
(OECD) fall into this category), fail to achieve their intended objectives (various boutique
personal tax credits, for example), or simply reflect poor cost/benefit choices: the 
excessive interest and financing expenses limitation rules tick all three of these boxes. 
These need to be pared back (along with corresponding measures on the tax 
compliance side), to produce a tax system that is less costly for taxpayers to comply 
with and for governments to administer: a win-win result. To do this meaningfully will 
take time, but there are some obvious candidates for immediate action, such as moving 
to a full exemption system for income earned by foreign subsidiaries of Canadian 
corporations, which would involve minimal tax revenue loss.

A stronger, more robust economy is absolutely central to a stronger, more robust 
Canada. Supportive tax policy can be a major contributor to this initiative, and hopefully 
we will see this featured prominently on Nov. 5, 2026. 

By

Steve  Suarez

Expertise

Tax, Tax Disputes & Litigation, Business Tax, Commodity Tax, International Tax, Private Client, Investment 

Management

https://www.canada.ca/en/department-finance/programs/consultations/2024/consultation-on-creating-a-patent-box-regime/consultation-paper-on-creating-a-patent-box-regime.html
https://www.blg.com/en/insights/2024/02/government-announces-consultation-on-adopting-ip-tax-incentive-program
https://liberal.ca/cstrong/build/#building-an-economy-everyone-can-afford:~:text=Bring%20IP%20back,Canadian%2Dgrown%20ideas.
https://www.blg.com/en/insights/2025/08/productivity-innovation-and-how-canadas-tax-system-can-help
https://www.blg.com/en/insights/2025/08/productivity-innovation-and-how-canadas-tax-system-can-help
https://liberal.ca/cstrong/build/#building-an-economy-everyone-can-afford:~:text=Boosting%20adoption%20with,are%20increasing%20jobs.
https://www.blg.com/-/media/Insights/2026/documents/Perspectives-on-tax-law-policy
https://www.canadianinnovators.org/content/bet-on-canada
https://www.canadianinnovators.org/content/bet-on-canada
https://www.theglobeandmail.com/business/article-behind-the-rise-of-canadas-lengthy-frankensteins-monster-tax-code/
https://www.blg.com/-/media/insights/2026/documents/perspectives-on-tax-law-policy.pdf
https://www.blg.com/-/media/insights/2026/documents/perspectives-on-tax-law-policy.pdf
https://www.canada.ca/en/revenue-agency/programs/about-canada-revenue-agency-cra/compliance/excessive-interest-financing-expenses-limitation-rules.html
https://cdhowe.org/publication/uneven-playing-field-the-global-minimum-tax-and-canadian-competitiveness/
https://www.blg.com/en/people/s/suarez-steve
https://www.blg.com/en/services/practice-areas/tax
https://www.blg.com/en/services/practice-areas/disputes/tax-disputes-litigation
https://www.blg.com/en/services/practice-areas/tax/business-tax
https://www.blg.com/en/services/practice-areas/tax/commodity-tax
https://www.blg.com/en/services/practice-areas/tax/international-tax
https://www.blg.com/en/services/practice-areas/private-client
https://www.blg.com/en/services/practice-areas/investment-management
https://www.blg.com/en/services/practice-areas/investment-management


3

____________________________________________________________________________________

BLG  |  Canada’s Law Firm

As the largest, truly full-service Canadian law firm, Borden Ladner Gervais LLP (BLG) delivers practical legal 

advice for domestic and international clients across more practices and industries than any Canadian firm. 

With over 800 lawyers, intellectual property agents and other professionals, BLG serves the legal needs of 

businesses and institutions across Canada and beyond – from M&A and capital markets, to disputes, financing,

and trademark & patent registration.

blg.com

BLG Offices

Calgary

Centennial Place, East Tower
520 3rd Avenue S.W.
Calgary, AB, Canada
T2P 0R3

T 403.232.9500
F 403.266.1395

Ottawa

World Exchange Plaza
100 Queen Street
Ottawa, ON, Canada
K1P 1J9

T 613.237.5160
F 613.230.8842

Vancouver

1200 Waterfront Centre
200 Burrard Street
Vancouver, BC, Canada
V7X 1T2

T 604.687.5744
F 604.687.1415

Montréal

1000 De La Gauchetière Street West
Suite 900
Montréal, QC, Canada
H3B 5H4

T 514.954.2555
F 514.879.9015

Toronto

Bay Adelaide Centre, East Tower
22 Adelaide Street West
Toronto, ON, Canada
M5H 4E3

T 416.367.6000
F 416.367.6749

The information contained herein is of a general nature and is not intended to constitute legal advice, a complete statement of the law, or an 
opinion on any subject. No one should act upon it or refrain from acting without a thorough examination of the law after the facts of a specific 
situation are considered. You are urged to consult your legal adviser in cases of specific questions or concerns. BLG does not warrant or 
guarantee the accuracy, currency or completeness of this publication. No part of this publication may be reproduced without prior written 
permission of Borden Ladner Gervais LLP. If this publication was sent to you by BLG and you do not wish to receive further publications from
BLG, you may ask to remove your contact information from our mailing lists by emailing unsubscribe@blg.com or manage your subscription 
preferences at blg.com/MyPreferences. If you feel you have received this message in error please contact communications@blg.com. BLG’s 

privacy policy for publications may be found at blg.com/en/privacy.

© 2026 Borden Ladner Gervais LLP. Borden Ladner Gervais LLP is an Ontario Limited Liability Partnership.

http://www.blg.com
mailto:unsubscribe@blg.com
http://blg.com/MyPreferences
mailto:communications@blg.com
http://www.blg.com/en/privacy



