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The following summary of the recommendations by the Canadian Venture Capital and Private 
Equity Association (CVCA) to the House of Commons Standing Committee on Finance in 
advance of the 2026 Federal Budget aim to strengthen Canada’s global competitiveness by 
compounding capital domestically to support long-term economic growth, enabling high-potential 
firms to scale and remain headquartered in Canada and by attracting and retaining top talent. To 
this end, CVCA’s primary recommendation, as outlined below, is for government to quickly 
assemble a Royal Commission on Tax Competitiveness and Investment. 
 
Recommendation 1 
That the government assembles a Royal Commission on Tax Competitiveness and Investment 
over the next 12 months. This commission would be focused on capital gains treatment and 
Canada’s federal tax policy and framework in comparison to international counterparts; with the 
aim of determining best practices to keep and attract capital and establish Canada as a tax-
competitive jurisdiction aimed at growing the private equity and venture capital industry. In the 
meantime, the CVCA urges the government to act immediately as part of Budget 2026 to 
incentivize investment in Canadian-domiciled early-stage companies through a 100% capital 
gains tax exemption on qualified startup equity, up to $15 million and with a five-year holding 
period that extends to Limited Partnership structures. 
 
Recommendation 2 
That the government adopt an evergreen model for Venture Capital Incentivized Programs 
(VCIP), allowing reinvestment of exited proceeds back into the Canadian investment ecosystem 
and into strategic initiatives that can continuously leverage private-sector capital.  
 
Recommendation 3 
That the Government of Canada proceed with the rapid implementation of a redesigned Start-Up 
Visa program through a targeted Entrepreneur Pilot that prioritizes high-growth venture sectors, 
strengthens selection and accountability mechanisms, and ensures measurable economic 
contributions from participating entrepreneurs that by launch, scale and grow companies in 
Canada. 
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The Canadian Venture Capital and Private Equity Association (CVCA) welcomes the opportunity 
to share our views and recommendations with members of the House of Commons Standing 
Committee on Finance in advance of the 2026 Federal Budget 2026. 
 
The CVCA represents some of the largest investors in Canada with more than 350 member firms 
and 3,300 individuals. Our members are the investors who, since 2013, have deployed more than 
$300 billion into over 7,000 Canadian companies, supporting 3.5 million jobs and driving 
innovation across every region of the country. The policy conditions that govern this industry 
determine whether Canadian companies are built here, scaled here, and generate returns that 
strengthen the Canadian economy for generations to come. 
 
We see strong alignment between our members' work and the government's ambition to build a 
strong Canadian economy. Canada faces a critical moment: domestic underinvestment, capital 
flight, and the challenge of keeping and scaling companies here are compressing the country's 
long-term economic capacity. This submission addresses three policy levers that would 
meaningfully change that trajectory. 
 
You can consult our website to access important industry market data and reports at 
www.cvca.ca. 
 
For further information please contact: 
 
Benjamin Bergen 
Chief Executive Officer, CVCA 
bbergen@cvca.ca  
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Meeting the moment for Canada’s economic future 
Canada is at a pivotal moment. While we continue to generate world-class talent, research, and 
early-stage companies, we are not consistently translating these strengths into globally 
competitive firms that scale and remain anchored in Canada. We continue to have challenges of 
limited access to growth capital and an investment environment that is less competitive and less 
coordinated than other comparable G7 countries. As a result, too many promising Canadian 
companies face constraints in scaling domestically, often leading to foreign acquisition or 
relocation, with a corresponding loss of economic value, intellectual property, and long-term 
prosperity for Canadians.  
 
Addressing this challenge requires a deliberate effort to recapitalize Canada. We must strengthen 
and better mobilize domestic pools of capital to support companies through their full growth 
lifecycle. At the same time, governments have a critical role to play in providing clear, stable, and 
coordinated policy signals that reduce uncertainty and enhance investor confidence. This action 
namely related to tax competitiveness is essential to ensuring that Canadian firms can scale, 
compete globally, and maintain their headquarters and decision-making functions in Canada.  
 
In an increasingly competitive and uncertain global economy, the countries that succeed will be 
those that effectively align capital, policy, and ambition. Canada has the foundational strengths 
required to lead, but we must act with greater urgency and cohesion to unlock that potential. A 
coordinated national approach to improving access to capital, strengthening the investment 
climate with tax reform, and supporting the scale-up of Canadian companies will not only drive 
economic growth, but also enhance our long-term economic sovereignty. Without decisive action, 
we risk continuing to generate innovation that ultimately delivers its greatest benefits elsewhere.  
 
The commitments from Budget 2025 to provide $1 billion on a cash basis over three years, starting 
in 2026–27, for the Business Development Bank of Canada (BDC) to launch the Venture and 
Growth Capital Catalyst Initiative and develop a strategy to support Canadian firms facing early 
growth-stage funding gaps and provide $750 million on a cash basis in support of those firms 
were an important signal to the market and the world. While this funding needs to be injected in 
the market as soon as possible, it also needs to be supported by policies that will help grow our 
private equity and venture capital industries. It is against this backdrop and context in mind that 
we submit the following recommendations as part of the House of Commons Standing Committee 
on Finance Pre-Budget consultations:  
 
Recommendation 1: That the government convene a Royal Commission on Tax 
Competitiveness and Investment in the next 12 months. This commission would be 
focused on capital gains treatment and Canada’s federal tax policy and framework in 
comparison to international counterparts; with the aim of determining best practices to 
keep and attract capital and establish Canada as a tax-competitive jurisdiction.  
 
Canadian tax policy does not reflect the economic realities of 2026. If Canada wants to keep and 
attract capital, it must be among the most tax-competitive jurisdictions in the world. Taxes play a 
crucial role in shaping business decisions and investment strategies. High tax rates and complex 
regulations can deter investment, drive businesses to relocate, and stifle innovation. On the other 
hand, a competitive tax environment can attract both domestic and foreign investors, fostering 
economic growth and job creation.  
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Canada has not convened a royal commission focused on federal tax policy and competitiveness 
since the Carter Commission of the 1960s. 
 
Given the current state of international competition and the ongoing capital flight Canada is 
experiencing, Canada should convene a Royal Commission on Tax Competitiveness and 
Investment This commission would be tasked with reinvigorating Canada’s tax policy, bringing it 
into the 21st century, and demonstrate to home-grown capital that Canada rewards risk-taking 
sustained investment and long-term ownership. Such a Commission would also have important 
international implications by signaling to global investors that Canada is undertaking a rigorous, 
independent review of its tax framework, thereby reinforcing confidence in Canada as a stable 
and competitive destination for capital, innovation, and long-term investment. 
  
This commission would operate on a fixed timeline and be grounded in industry realities, to align 
Canada with its international peers and would produce clear and actionable recommendations 
based on testimony and written submissions from all elements of the Canadian economy.  
 
The consequences of inaction are already visible and measurable. According to a 2025 report 
from Leaders Fund, fewer than one-third of high-potential companies founded by Canadians were 
headquartered in Canada by 2024, down from roughly two-thirds just four years earlier. Nearly 
half have relocated to the United States. Canadian startups founded in the US raise almost twice 
as much capital as those founded in Canada. These founders are locating where capital is most 
available and where the tax and investment environment most rewards the risk they are taking.  
 
Without taking such actions, Canada will lose its opportunity to establish itself as a distinct and 
competitive middle power. Capital moves with firms and talent toward jurisdictions that reward 
risk-taking, sustained investment and long-term ownership. Canada is seeing the consequences 
of inaction with Canadian founders and firms establishing themselves outside of the country's 
jurisdiction, in areas which do provide sufficient and competitive tax and risk incentives. 
 
As such, the Commission’s work should directly address these structural challenges and adopt a 
comprehensive, forward-looking approach to strengthening the competitiveness of Canada’s tax 
system. This should include a focused examination of key policy levers, such as the introduction 
of long-term capital gains incentives to better reward investment and risk-taking, a comprehensive 
review of the federal tax framework affecting innovative and high-growth companies,  and an 
assessment of the role of domestic institutional and pension capital, along with the fiscal 
mechanisms required to support their greater participation in venture capital and growth equity. 
 
In particular, the Commission should be mandated to develop concrete legislative and regulatory 
proposals, with an emphasis on measures capable of delivering near-term, positive impacts on 
economic growth, capital formation, and innovation. The CVCA has consistently advanced such 
proposals, informed by the operating realities of its members, and reiterates them below as part 
of this written submission. 
 
In the meantime, the CVCA urges the government to act immediately as part of Budget 
2026 to incentivize investment in Canadian-domiciled early-stage companies through a 
100% capital gains tax exemption on qualified startup equity, up to $15 million and with a 
five-year holding period that extends to Limited Partnership structures. 
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Early-stage companies in Canada's innovation economy are competing for risk capital in a global 
market that increasingly rewards long-term equity investment with explicit tax incentives. Canada 
does not have one. That gap has consequences for where investors direct capital, where founders 
choose to build, and where the economic returns from innovation ultimately accrue.  
 
A 100% capital gains exemption on qualified startup equity, extending to Limited Partnership 
structures, would directly address this gap. The design is deliberately targeted: eligible 
investments would be limited to Canadian-controlled private corporations, with the exemption 
available to founders, employees, and investors across economic sectors, subject to a five-year 
minimum holding period and a $15 million cap. This would be a precision instrument aimed at the 
segment of the capital stack where the market gap is most acute and the economic returns to the 
public are highest.  
 
Analysis conducted with EY in 2024 estimated the revenue impact at approximately $860 million 
per year, equivalent to 1.8% of Canada's total R&D investment. However, this revenue impact 
doesn’t account for the corresponding estimate of the overwhelming economic upside of building 
and maintaining growth companies in Canada.  
 
That estimate does not account for the downstream effects: new company formation, expansion 
of the tax base as those companies scale, and the talent and capital retention that follows when 
investors have a structural reason to stay. With 74% of capital in Canada's innovation sector 
currently sourced from non-Canadian investors, even a modest shift in the domestic capital base 
would generate returns that materially offset the initial cost.  
 
The US QSBS exemption provides more than twenty-five years of evidence that this model works. 
Following its introduction, investment per funding round increased by 12% and early-stage deal 
volume grew by 23% between 2010 and 2020. Canada's proposed exemption draws on that 
design logic while calibrating the parameters to the Canadian market.  
 
Canadian founders and investors who relocate to access better capital conditions do not typically 
return. The companies they build, the jobs they create, and the tax base they generate follow 
them. A targeted capital gains exemption does not solve every dimension of Canada's 
competitiveness challenge, but it removes one of the most direct and addressable barriers to 
keeping innovative companies and the capital behind them domiciled here. 
 
Recommendation 2: That the government adopt an evergreen model for Venture Capital 
Incentivized Programs (VCIP), allowing reinvestment of exited proceeds back into the 
ecosystem and into strategic initiatives that can continuously leverage private-sector 
capital. 
 
More than a decade since its inception, the Venture Capital Action Plan (VCAP) and the Venture 
Capital Catalyst Initiative (VCCI), now the Growth VCCI, have supported 80 Canadian venture 
funds, backed more than 850 Canadian companies, and helped sustain tens of thousands of jobs 
across the innovation economy.  
 
These programs have successfully crowded in private capital at scale and demonstrated that well-
designed public-private partnerships produce measurable returns for the Canadian economy.  
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Canada has renewed this program four times over more than a decade. Each iteration has 
required rebuilding the capital infrastructure, and each gap between programs has left Canadian 
companies at critical growth stages without the domestic investment the program was designed 
to provide. Program data across VCAP and VCCI shows those companies collectively reported 
over $16B in annual revenue and nearly 50,000 jobs supported across the innovation economy. 
Canada's competitors in attracting and retaining innovative companies have built permanent 
domestic venture infrastructure.  
 
For example, the United Kingdom, through British Patient Capital, operates a continuous 
government-backed venture program with a mandate running to 2033, providing fund managers 
and institutional investors with the long-term certainty required to commit capital at scale.  
 
Each interruption in Canada's program continuity represents capital formation that does not 
happen, companies that do not scale at the pace they otherwise would, and economic value 
that is harder to recover with each successive cycle. 
 
Reinvesting exited proceeds continuously removes the dependency on legislative cycles and 
ensures capital is available across the full investment continuum when strong managers are in 
market. Program data shows that each federal dollar invested has consistently generated at least 
$6 in ecosystem impact through the full investment stack, exceeding the program's own 
benchmark targets. A self-reinforcing model compounds that performance over time while also 
strengthening the conditions for greater institutional participation in Canadian venture capital, 
including from domestic pension funds deploying capital at scale. Flexible portfolio construction 
within the model would allow government to direct capital toward national strategic priorities as 
they evolve, without requiring new legislative authority to respond. 
 
Recommendation 3: That the Government of Canada proceed with the rapid 
implementation of a redesigned Start-Up Visa program through a targeted Entrepreneur 
Pilot that prioritizes high-growth venture sectors, strengthens selection and accountability 
mechanisms, and ensures measurable economic contributions from participating 
entrepreneurs that by launch, scale and grow companies in Canada. 
 
The Government of Canada should move forward rapidly, as planned, with a revamped and 
redesigned Start-Up Visa program delivered through a more targeted Entrepreneur Pilot. This 
approach presents an opportunity to better align the attraction of high-potential international 
entrepreneurs with Canada’s economic priorities and innovation strategy. The previous model 
faced significant challenges, including long processing times, uneven venture viability, and limited 
accountability. A renewed Entrepreneur Pilot Visa program, in consultation with and supported by 
the venture and private equity industry, should adopt a more selective, performance-driven 
approach—prioritizing high-growth ventures in key sectors such as artificial intelligence, clean 
technology, and life sciences—while introducing mechanisms such as staged permanent 
residence, milestone-based assessments, and closer collaboration with designated investors.  
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This approach would ensure that selected entrepreneurs are not only innovative at the point of 
entry but also demonstrate measurable and sustained contributions to Canada’s economy over 
time by launching, scaling and growing companies here.  
 
By strengthening selection criteria and embedding accountability throughout the process, the 
redesigned program can better support high-impact ventures and improve economic outcomes. 
Ultimately, this modernized approach would reinforce Canada’s position as a leading destination 
for top entrepreneurial talent while delivering stronger, more predictable benefits to the Canadian 
economy. 
 


