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Medtech Canada is the national association representing Canada's innovative
medical technology (medtech) industry. Representing approximately 100
medtech companies (ranging from Canadian-owned to multinationals), Medtech
Canada works closely with government and healthcare stakeholders to deliver a
patient-centred, safe, accessible, innovative and sustainable universal healthcare
system supported by the use of medical technology.




Recommendations

¢ Recommendation 1:

That the government take a leading role in designing and implementing policies to incent
global medical technology companies to spend their research and development (R&D) dollars
in Canada - resulting in numerous economic spillover benefits, including employment.

¢ Recommendation 2:

That the government provide funding to help provincial and territorial healthcare systems
invest in and adopt novel and innovative medical technologies that will lead to a globally
competitive medtech market in Canada and sustainable healthcare systems.

¢ Recommendation 3:

That the government take a leadership role to establish secure and robust access to medical
supplies by providing incentives for increased Canadian production of Personal Protective
Equipment (PPE), optimizing inventory management and addressing structural problems
impacting the access and timely delivery of healthcare.

¢ Recommendation 4:

That the government continue to invest in Virtual Care / Digital Health technologies as well as
the training programs and change management processes required system-wide to ensure a
successful implementation of these technologies post-COVID-19.

¢ Recommendation 5:

That the government prioritize and target direct investments in federal, provincial and territorial
(F/P/T) public health and laboratory infrastructure to ensure increased diagnostic readiness
in anticipation of potential future COVID-19 waves and/or other pandemics and to mitigate
risks as the economic restart is undertaken.



An Effective Canadian Recovery & Restart is Linked to a Robust Medtech Sector

Medtech Canada commends the Federal Government for its outstanding leadership throughout
the COVID-19 pandemic and for recognizing the crucial role played by the medical technology
industry in helping to address this unprecedented public health emergency.

This pandemic has placed medical technologies front and centre as essential tools to combat
COVID-19 and the medtech sector has stepped up by increasing manufacturing capacity, quickly
scaling up production and retooling their product lines to deliver ventilators and respiratory support
equipment, urgently needed PPE for front-line healthcare workers, diagnostic tests and a whole
host of essential technologies ranging from mobile cardiac machines and hospital beds to
syringes and thermometers to help maintain a functional healthcare system and to help treat and
save COVID-19 patients. From N95 mask sterilization to enabling home and remote healthcare,
there has been swift collaboration between the federal and provincial governments and medical
technology companies in Canada.

But COVID-19 has also illuminated systemic challenges that will need to be addressed if we are
to successfully battle a second wave of this virus and ensure that we have a robust Canadian
medtech sector that is prepared to deal with it or another new unique health challenge that we
know will inevitably arise. The Health and Biosciences Economic Strategy Table (HBEST)
addressed these systemic challenges and Medtech Canada strongly encourages the government
to adopt and implement their recommendations.

We believe that each of the following recommendations would strongly contribute to the robust
growth of a vibrant Canadian medtech sector and the economy as a whole in a post-COVID-19
recovery and restart environment.



Recommendation 1: R&D

Our goal is to establish Canada as a global leader in medical technologies, with an economy that
attracts significant Foreign Direct Investment (FDI) while spurring exports to promising global
markets. This means that Canada should be in the Top 10 globally in attracting clinical trials (per
capita), medical device exports (per capita) and R&D spend. This would align with the federal
government’s Made-in-Canada Strategy and result in hundreds of millions of dollars in new FDI
and thousands of new jobs.

Medtech MNEs spend a significant amount of dollars globally on R&D. Total R&D spending
by pure play U.S. and European MedTech companies rose 5% in 2016 to US$27B." Medical
Device R&D investment in Canada from MNE'’s is currently below US$100M (1.4% of revenues)
which is well below the world average where investment in Medical Device R&D hovers around
7% of revenues.? This low level of investment can be tied to a Canadian landscape that has an
outdated and fractured provincial procurement environment and a product approval regime that
is both burdensome and lacks predictability, making it extremely challenging for industry to bring
new and innovative technologies to market. Solving these systemic issues is instrumental to
driving Canadian R&D investment to be on par globally.

An audacious vision for Medtech R&D spending would have Canada punching above its weight
with investments in the US$750M - US$1B range on an annual basis.

Medtech MNE’s have a stronger financial capacity to invest in innovation than home-grown
SME’s. The capacity of Canadian SME’s to increase R&D spend is closely tied to their ability to
generate revenue from both domestic and export sales. In 2016, Canada’s GERD (Gross
Domestic Expenditures on R&D)/GDP was at 1.6% as compared to the OECD average of 2.4%.3
To bring GERD/GDP up to the OECD average, Canada would need to spend $10B more on R&D
annually; of this, private industry would be asked to contribute roughly $5B (51%). While MNE’s
can contribute strongly to this number, Canadian SME’s will also need to commit their fair share
of R&D dollars; this can only occur if SME’s are able to generate increased domestic and export
sales. Medtech-tailored government programs at both ISED and GAC that support a Made-in-
Canada strategy are required to not only help SME’s sell into the Canadian market, but also to
increase their export revenues.

Given that the Medtech sector invested almost 7% of revenues in R&D globally, twice the
average of industry in aggreqgate, a focus on Medtech will reap more significant rewards
for the government vs. other sectors.

! Statista

2 Statista

3 An Analysis of Budget 2018: Research, Innovation and Trade, Global Advantage Consulting Group Inc.,
March 2018



Recommendation 2: Adopt Innovative Technologies

Simply put, the market for medtech in Canada is not nearly as attractive as markets in other
jurisdictions;_we are not competitive globally. This makes it difficult for Canadian subsidiaries
of MNE’s to advocate for Canada’s share of investment in R&D spending and new product
launches, and extremely challenging for our home-grown SME’s who struggle to access global
markets when they cannot point to their home market as an early adopter. In turn, investment
decisions in R&D and manufacturing which align with a Made-in-Canada strategy are negatively
impacted.

Medtech companies will invest in jurisdictions where they can bring innovations to market
quickly, and where those products will be adopted by the health system. Canada is not
one of those jurisdictions. We are competing for global investments and there are jurisdictions
globally (e.g. Germany, Belgium, Netherlands) where the government has acknowledged its role
in enabling innovation adoption and have done an excellent job of coordinating fully aligned, state
sponsored stakeholder strategies.

Canada should be a leading power in a host of life sciences activities from clinical trials to R&D
and manufacturing. We’ve been held back however, by our reluctance to adopt the kind of
demand-side policies that commit resources to pulling innovations into our healthcare system that
we've already applied in priority areas like renewable energy. If we’re going to tap into that
potential, then we need to collectively shift our mindset and begin to view healthcare as
an economic driver rather than a cost center.

Medtech Canada is advocating for a fund similar to that recommended by The Advisory Panel on
Healthcare Innovation in their report Unleashing Innovation: Excellent Healthcare for Canada.
The broad objective of their Healthcare Innovation Fund was to effect sustainable and systemic
change in the delivery of health services to Canadians including stimulating technological
innovation. (APHI, Unleashing Innovation: Excellent Healthcare for Canada, July 2015)




Recommendation 3: Establish Secure and Robust Access to Medical Supplies

Supply chain: To optimize self-sufficiency in supply chain for high-demand medical
technologies, in part through enabling Made-in-Canada manufacturing, we recommend ensuring
that there are incentives for domestic PPE production that can engage Canadian-based
multinationals as well as Canadian-based SME’s to ensure local manufacturing. An example
would be to guarantee a percentage of production to Canadian-based manufacturers, including
global multinationals active in Canada.

Inventory:
In today’s market, manufacturers, distributors, and end-users are not equipped to keep significant

inventories of PPE on hand. We would recommend keeping an inventory buffer representing at
minimum 30 days of peak demand for PPE, and ideally as high as 90 days. This inventory could
be held by a mix of provincial and federal authorities, with hospitals also having a 30-day buffer
on hand, particularly in geographically isolated areas.

Structural:

Canada has been experiencing structural problems impacting the access and timely delivery of
health care, as well as delayed technology adoption (outlined by HBEST) for many years; the
present crisis has brought some of these problems into sharper relief.

Canada spends about half of the OECD average on medical devices (3.5% of healthcare spend
vs. 6%). This small investment delivers remarkable results both in terms of diagnostics and
treatment, however the federal government can play a critical strategic role in facilitating the
restructuring of healthcare delivery to have a wider view of the overall value of a given product or
service. Many provinces are already developing strategies for value-based acquisition of
healthcare solutions, including bundled product and service procurement. These
approaches can help reduce surgery backlogs in areas such as cardiology, orthopaedics and
oncology, which will be a serious challenge in the years to come.




Recommendation 4: Virtual Care / Digital Health

For the past 10-15 years, virtual health has been heralded as the next disrupter in the delivery of
care, but there has been minimal uptick in adoption. The COVID-19 pandemic is pushing against
structural barriers that had previously slowed health system investment in integrated virtual health
applications.*

The increased use of virtual healthcare tools due to COVID-19 highlights the need for a more
robust national digital health strategy and infrastructure system with interoperable data
platforms (as recommended by HBEST). We would recommend an initial investment of
$150M. Digital health makes it easier for patients to continue receiving the health services and
programs they need such as remote monitoring technologies which enhance care for people
at home with or without COVID-19 as well as other vulnerable populations.

While the short-term deployment of virtual care as an immediate response to a public health
emergency has been largely successful, we now have an opportunity to build upon this
momentum to harness digital health technologies (utilizing enablers such as digital health literacy
and change management support) and unlock the full value of optimizing patient care, clinical
outcomes and health system sustainability, including the appropriate use of digitally enabled
medical technologies.

4 Virtual Health: A look at the next frontier of care delivery, Fowkes et al, June 2020. McKinsey & Company, June
2020



Recommendation 5: Laboratory Infrastructure

Laboratories influence over 60% of clinical decisions while accounting for only about 2-4% of total
healthcare spending. Relative to other disciplines, healthcare systems globally and in Canada
have underinvested in laboratory infrastructure despite high “value for money”. In this space,
reasonable investments yield large returns for healthcare systems and for patients while helping
shift the focus from cure to prevention.

The COVID-19 pandemic has illustrated the core need and importance of robust laboratory
infrastructure not only to protect the health of Canadians but also to respond quickly to any
existing or emerging pathogens or needs. Canada needs to continue to invest and commit to
building testing infrastructure and capacity to safeguard the health, and build the confidence, of
Canadians towards resumption of economic activity. Laboratory capability and capacity will
contribute detection and diagnostic information that will support confident and effective back-to-
work and economic restart plans.

By making these investments, Canada would reap the benefits far beyond the current pandemic
response, as the value of laboratory testing highlighted throughout this crisis should be leveraged
at scale across health and disease states.



