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Innovation and Digital Transformation 
The Federal Budget recognized that the global economy is undergoing a 
significant transition to a knowledge-based economy, driven by innovation that will 
propel growth based on the convergence of technologies, such as Artificial 
Intelligence (AI), Quantum Computing and Genomics.  This transition to a new 
economy will impact every industry, sector and society.  Policies focused on 
innovation are typically implemented to increase productivity and drive sustainable 
long-term growth. Something that will be critical in the years ahead as Canada 
pays off the accumulated debt from pandemic support spending.     
 
In the budget, Minister Freeland proposed a range of funding and new initiatives 
that would drive innovation and growth throughout the budget document.  A 
summary of these announcements is provided below. 
 
Investments in key sectors and clean tech 
 
The most significant announcement in the budget was an increase in funding for 
the Strategic Innovation Fund, growing that investment by $7.2 billion over 7 years.  
The Strategic Innovation Fund was created in 2017 to help businesses make 
investments in innovation, by funding large projects where the Government’s 
minimum contribution is $10 million.  This investment breaks down as follows: 
 
— $2.2 billion in funding for innovative projects, including in the life sciences, 

aerospace, automotive and agricultural sectors;   
— $5 billion over 7 years for the Net Zero Accelerator, in addition to $3 billion 

announced in December 2020.  This investment would help to decarbonize 
heavy industry, support adoption of clean technologies and help to 
meaningfully accelerate greenhouse gas emissions reductions by 2030.  

 
On CleanTech, the budget proposed an additional $1 billion to support investments 
in the development of clean technologies, and spending $319 million specifically 
for carbon capture, usage and storage (CCUS) research, development and 
commercialization.   
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These measures complement a proposed 50 per cent reduction of corporate and 
small business income tax rates for businesses that manufacture zero-emissions 
technologies, such as wind turbines, solar panels, electric vehicles or batteries and 
green hydrogen.   
 
The budget also proposed funding in AI, Genomics and Quantum Computing that 
included:  

− $400 million over 6 years for the new Pan-Canadian Genomics Strategy; 
− $444 million over 10 years for the Pan Canadian Artificial Intelligence 

Strategy and;  
− $360 million over 6 years for a new National Quantum Strategy.   

Each of these funding strategies aim to support research and development, 
business formation, commercialization and talent.    
 
Support for small and medium-size business innovation 
 
The budget allocated $4 billion to help small and medium-size businesses digitize 
and take advantage of e-commerce opportunities to help them grow, with the goal 
of helping 160,000 businesses. Funding included $1.4 billion that will be managed 
through the newly created Canada Digital Adoption Program, and $2.6 billion 
through the Business Development Bank of Canada to help companies finance 
technology adoption.  
 
Through the Venture Capital Catalyst Program, the budget proposed additional 
funding for venture capital for start-ups, as well as expanded funding for research 
and assistance for an additional 2,500 small and medium-size businesses, through 
the Industrial Research Assistance Program.  
 
Enhancing the Canada Small Business Financing Program 
Budget 2021 proposes to improve the Canada Small Business Financing Program 
through amendments to the Canada Small Business Financing Act and its 
regulations. These proposed amendments are projected to increase annual 
financing by $560 million, supporting approximately 2,900 additional small 
businesses which include expanding loan class eligibility to include lending against 
intellectual property and start-up assets and expenses. 
 
Support for workforce transition 
 
The budget proposed several initiatives to help Canadians workers transition to 
growing industries in the knowledge-based economy.   
These initiatives include: 

− $960 million over three years for the Sectoral Workforce Solutions Program 
to help design and deliver training relevant to the needs of business. This 
program is intended to connect 90,000 people with the training they need to 
access jobs in growing sectors such as health care and clean technologies;  

− $298 million over three years for the Skills for Success Program for training 
in skills for the knowledge economy; and 
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− $250 million over three years to Innovation, Science and Economic 
Development to upskill and redeploy workers to meet the needs of growing 
industries.   

In addition, the budget proposed to amend the Canadian Labour Code to improve 
protection for gig workers, a growing force in the innovation economy.   
 
Intellectual Property and Business Investment 
 
Building on the National Intellectual Property Strategy announced in Budget 2018, 
the government proposed to further support Canadian innovators, start-ups, and 
technology-intensive businesses through the following” 
— $90 million, over two years, starting in 2022-23, to create Elevate IP, a program 

to help accelerators and incubators provide start-ups with access to expert 
intellectual property services.  

— $75 million over three years, starting in 2021-22, for the National Research 
Council’s Industrial Research Assistance Program to provide high-growth client 
firms with access to expert intellectual property services.  

These direct investments would be complemented by a Strategic Intellectual 
Property Program Review that will be launched. It is intended as a broad 
assessment of intellectual property provisions in Canada’s innovation and science 
programming, from basic research to near-commercial projects. This work will 
make sure Canada and Canadians fully benefit from innovations and intellectual 
property. 
Budget 2021 proposed to allow immediate expensing of up to $1.5 million of 
eligible investments by Canadian-controlled private corporations made on or after 
Budget Day and before 2024. Eligible investments will cover over 60 per cent of 
capital investments typically made by Canadian-controlled private corporations.  
This incentive targets short- and medium-term capital investments that can 
accelerate the economic recovery. This includes investments in a broad range of 
assets, including, helping to further incentivize businesses to transition to a more 
productive, knowledge-intensive economy and will include digital assets and 
intellectual property. 
 
Transition to a knowledge-based economy and digital government 
 
The government announced several initiatives to help the transition to a 
knowledge-based economy both for the private and public sector, including: 
— For Canadian corporations, allowing expensing of $1.5 million of eligible 

investments to help transition to a knowledge-intensive economy that includes 
digital assets and intellectual property; 

— Introducing legislation to implement a new retail payments oversight framework 
that would promote growth, innovation, and competition in digital payment 
services while making these payments services safer and more secure for 
consumers and businesses; 

— An increase in funding for the Canada Digital Service to $88m over 4 years and 
$25.8m per year afterwards; 

— $456m for cyber security to secure the information held by the federal 
government; 
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— $948m to modernize critical IT infrastructure within government, for example 
Benefit Delivery Modernization, and for Shared Services Canada; 

— The creation of a new Data Commissioner and funding for industry-wide data 
governance standards 
 

Equity 
 
The Government recognized the need to for inclusion to create opportunities for 
equity seeking groups to enable everyone to participate in the innovation economy.  
As such the budget proposed the following initiatives: 
— $1 billion in funding for Universal Broadband Fund to increase access in rural 

and remote areas; 
— Additional funding for equity seeking groups, including the Black 

Entrepreneurship Program and Women Entrepreneurship Strategy. 

Education 
 
The budget also recognized the importance of education to increase mobility and 
enable participation in the innovation economy, and as such announced the 
following: 
— A new Canada Student Financial Assistance Program will make student debt 

easier to pay down and provide direct support to students with the greatest 
need; 

— Doubling of Canada Student Grants until 2023, where full-time students receive 
$6,000 per year under the program; 

— $239.8 million in funding for the Student Work Placement Program to support 
work-integrated learning opportunities for post-secondary students.  Under the 
program employers receive wage subsidies of 75%, up to $7,500 per student. 
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