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Is a Tech Supercluster Possible  
in Canada? 
Kevin Lynch

I t is September and hundreds of  
 thousands of students are stream- 
 ing into Canadian universities, 
carrying their dreams and our future. 
It is a time of anticipation and angst, 
and not just for students.

The questions we should be ask-
ing ourselves are challenging: Will 
our universities find the quality and 
quantity of students they seek? Will 
our businesses find the entrepre-
neurial, creative, resilient and skilled 
graduates they need? Will our stu-
dents find the jobs they want and are 
trained for? Will we retain our best 
graduates or lose them to other coun-
tries? Will we attract great minds 
from around the world?

The common denominator in all this 
is talent—the basic fuel of a knowl-
edge-intensive, innovation-driven 
economy. Canada’s tech and innova-
tion talent needs are multifaceted—
more depth in STEM, more scope in 
global marketing, more experience 
in CO-OP, more coding skills in all 
disciplines, more exposure to entre-
preneurial cultures, and more inter-
disciplinary teamwork and cross-fer-
tilization. And such talent tends to 
congregate in clusters and for good 

reason, drawing energy, ideas, capi-
tal, and culture from each other—
much like the craft guilds of old.

Innovation ecosystems translate 
knowledge, research and technology 
into innovative business ideas and 
commerce. After a slow start, Canada 
now has an extensive array of inno-
vation incubators, and in all provinc-
es. Even better, we have four Cana-
dian centres—Toronto, Vancouver, 
Montreal and Waterloo—among the 
global top-25 in the COMPASS 2015 
start-up ecosystem rankings.

But before we take a victory lap, the 

start-up ecosystems that registered 
the largest declines between the 2012 
and 2015 COMPASS rankings includ-
ed Vancouver, Toronto and Water-
loo, while centres as disparate as Aus-
tin, Singapore, Berlin and Bangalore 
made great strides upwards in the 
rankings. Waterloo, while exhibiting 
above average start-up growth perfor-
mance, was penalized in the rankings 
for its relatively small size.

W hy pretty good is unlikely  
 to be good enough is  
 underscored by American 
analysis suggesting that the econom-
ic gains (IPOs, exits, venture capital 
financing, valuations) go dispropor-
tionately to the dense and deep top-
tier ecosystems. According to COM-
PASS research: “Over the coming 
years, we expect Silicon Valley to stay 
in the lead, capturing 30-50 per cent 
of the total exit pie, the next three 
start-up ecosystems capturing an ad-
ditional 30-50 per cent of the pie and 
the following top 16 start-up ecosys-
tems capturing the remaining 20 per 
cent of the total exit pie.” In short, if 
you don’t own a piece of the podium, 
the global start-up pickings are rather 
thin and building a herd of gazelles is 
more wishful thinking than analytic 
planning. And, Canada’s “not good 
enough” grade is only reinforced by 
our 24th ranking on innovation in 
the World Economic Forum’s Global 
Competitiveness Index and our 22nd 
position for business spending on 
R&D among all OECD countries.

T he top tier “super innova- 
 tion ecosystems” share several  
 core attributes: an entrepre-
neurial culture where geeks are gods; 
deep talent pools that draw from 
around the world; great research uni-

Governments around the world have expended consider-
able energy in the past two decades trying to replicate the 
perfect storm of academic, industrial, intellectual and 
quality of life variables that produced the innovation 
Mecca of Silicon Valley. While Canada has made strides 
toward creating a domestic Austin, Bangalore or Sydney, 
our standing in rankings of superclusters has stalled. BMO 
Financial Group vice-chair and former clerk of the Privy 
Council Kevin Lynch has a prescription for rectifying that. 

Canada now has an 
extensive array of 

innovation incubators, and 
in all provinces. Even better, 
we have four Canadian 
centres—Toronto, Vancouver, 
Montreal and Waterloo—
among the global top-25 in 
the COMPASS 2015 start-up 
ecosystem rankings.  
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versities that interact with the sur-
rounding environment; abundant 
risk capital, both angel and venture 
capital; enormous scalability of new 
innovations; and the brand power to 
continually refresh themselves from 
globally mobile talent and capital.

As the federal government consults 
on what a national innovation strat-
egy should look like and where it 
might place its “big bets”, a key ques-
tion to be asked is whether we can 
build a top global tech supercluster 
in Canada, and equally whether we 
can afford not to. In this context, 
the Toronto-Waterloo Corridor car-

ries the unique potential for Canada 
to develop a top-five global tech su-
percluster. It has most of the ingredi-
ents: population size (over 6 million), 
strong research universities and col-
leges (University of Toronto, Water-
loo, McMaster and Guelph, among 
others, anchor the corridor), vibrant 
immigration, a major international 
airport, a global financial centre, and 
two innovation ecosystems ranked in 
the top-25 globally. The opportunity 
is to make the whole of the Toronto-
Waterloo innovation corridor much 
greater than the sum of its parts; the 
challenge is that it takes more than 

geography and statistics to build an 
innovation super ecosystem.

The COMPASS analysis of the 
strengths and weaknesses of the Wa-
terloo innovation ecosystem provides 
some useful clues to tackling the 
challenge. According to COMPASS, 
the pillars of Waterloo’s success are 
“top technical talent, a deep sense of 
community, and the unmatched co-
operation and coordination between 
stakeholders,” combined with a co-
op program where students graduate 
with two years of relevant work ex-
perience and a strong entrepreneur-
ial and problem-solving mindset that 
sets it apart. The Waterloo challenges 
are impediments to dynamic scaling, 
weakness in “going global” to sup-
port growth, relatively small market 
size, and a funding gap in the avail-
ability of “seed funding” compared 
to top global innovation ecosystems. 

Within the Toronto-Waterloo cor-
ridor, we already produce superb 
technical talent, creative ideas, and 
entrepreneurs. They have repeatedly 
shown they can build game-chang-
ing technology right here at home. 
But to capture the full potential of 
the Toronto-Waterloo innovation 
corridor, we must think transforma-
tively—not incrementally—not be 
risk averse and create global buzz by 
the very boldness of the vision. 

Building a top-five innovation super-
cluster requires bold leadership from 

As the federal 
government consults 

on what a national 
innovation strategy should 
look like and where it might 
place its “big bets”, a key 
question to be asked is 
whether we can build a top 
global tech supercluster in 
Canada, and equally 
whether we can afford  
not to.  

Chart 1: The 2015 COMPASS Global Ranking of Innovation Ecosystems

2015 
Ranking* Ecosystem

Change in 
Rankings  

from 2012

1 Silicon Valley -

2 New York City +3

3 Los Angeles -

4 Boston +2

5 Tel Aviv -3

6 London +1

7 Chicago +3

8 Seattle -4

9 Berlin +6

10 Singapore +7

11 Paris -

12 Sao Paulo +1

13 Moscow +1

14 Austin New

15 Bangalore +4

16 Sydney -4

17 Toronto -9

18 Vancouver -9

19 Amsterdam New

20 Montreal New

: : :

24 Waterloo -9

*  The methodology for the ranking index is composed of performance (value of the ecosystem) 
weighted at 30%; funding (aggregate VC investment) weighted at 25%;  market reach (% of 
foreign customers and funders) weighted at 20%; talent (quality, availability, cost) weighted at 
15%; and experience (% employing best start-up practices) weighted at 10%.
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government, the private sector and 
universities, buttressed by the ambi-
tion and confidence that we can take 
on the world and win. 

So what are the building blocks that 
could turn the Toronto-Waterloo 
Corridor into a global top-five inno-
vation ecosystem? Chart 2 sets out 
schematically six building blocks to 
the podium: talent, capital, infra-
structure, procurement and govern-
ment tech support, trade and in-

vestment, and branding. While not 
uniquely applicable to the Toronto-
Waterloo corridor, a coordinated set 
of initiatives across these six building 
blocks would have a major multiplier 
impact on the corridor.

Clearly, talent is key: we have to de-
velop more, attract more and retain 
more. On the development side, we 
need more STEM graduates, more 
graduates with a global sales and 
marketing training, more co-op edu-

cation and more co-op partnerships 
across universities in the corridor, 
and more involvement of business 
in dual vocational training models 
with colleges in the corridor. On the 
recruitment side of talent is a combi-
nation of branding and opportunity. 
With Brexit and a divisive public dis-
course in the United States, there is 
an unparalleled opportunity to bur-
nish the Canada brand in these mar-
kets (and globally), and to use it more 
concertedly to market the strength of 

Chart 2: Building Blocks for a Global Top-5 Toronto-Waterloo Innovation Ecosystem

Talent
Develop, recruit,  

retain

Procurement and  
Government Tech Support

Strategic procurement (start-ups),  
DARPA-type tech support

Capital
Start-up, scale-up,

grow-up

Trade and 
Investment

Start-ups going global, 
global tech anchor firms  

going local

Infrastructure
Connecting the corridor,  
densifying the corridor

Branding
Strengthen Canada brand: attracts 

talent, capital, investments
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the Canadian higher education sys-
tem. This would enhance the capaci-
ty to attract students, researchers and 
entrepreneurs to the corridor.

On the retention side, the buzz of a 
dynamic corridor with more start-
ups and more opportunities is itself 
a key element, but co-op and earlier 
associations between prospective em-
ployees and employers and globally 
competitive job offers are also part of 
the retention mix.

A crucial enabling policy initiative to 
leverage talent attraction is a “global 
talent/skills visa” that would allow Ca-
nadian companies and institutions 
to recruit world-class talent through 
a streamlined process that provides 
responses faster than our main talent 
competitor, the US, say with three 
weeks as a benchmark.

On the infrastructure front, the ob-
jective is an intensely connected cor-
ridor. This clearly requires rapid rail, 
and the recent announcement by the 
province of Ontario, Metrolinx and 
CN, hopefully complemented by fed-
eral infrastructure support, is a major 
step forward. But while necessary, it 
is neither sufficient nor leading-edge. 
A dedicated bus lane on the highway, 
combined with regulatory approval 
for an Autonomous Vehicle lane, rap-
id air service between Toronto Island 
Airport and Waterloo and ultra-high 
speed internet would all build world 
class connectivity in the corridor.

G overnments can play an im- 
 portant role on both the  
 scale-up and financing fronts 
through strategic procurement for 
innovative start-ups/SMEs. It is ex-
tremely difficult today for start-ups 
to sell their products and services 
to either federal or provincial gov-
ernments given the high degree of 
risk-aversion built into procurement 
processes. The same can be said with 
respect to procurement by large es-
tablished Canadian corporations. 
This makes it hard to sell abroad if 
you cannot show sales at home, and 
it makes bank financing less likely 
without receivables.

Governments around the OECD are 
rethinking the concept of industrial 
policy, shifting more to a technology 
focus rather than traditional sectoral 
approaches. The federal government 
should consider developing a civil-
ian DARPA-type technology support 
vehicle that, like the longstanding 
Defence Applied Research Program 
Administration models in the United 
States and Israel, can greatly assist 
moving leading edge basic research 
towards applied technologies that 
can solve classes of problems and 
are available to entrepreneurs and 
start-ups to turn into commercial 
applications.

The federal (and provincial) govern-
ments, in conjunction with research 
universities and others, should also 
consider making some big research/
technology bets that will create criti-
cal research mass in high-risk, high-
return areas. Examples could include 
quantum technologies, artificial 
intelligence, aspects of medical re-
search, advanced manufacturing, etc. 
The Perimeter Institute for Theoreti-
cal Physics is a great example of a suc-
cessful big bet. 

Following on from the COMPASS 
analysis of the core attributes of top-
tier innovation ecosystems, we need 
targeted trade initiatives in support 
of start-ups going global (this could 
be a combination of the trade com-
missioner service, and Export Devel-
opment Canada) and investment at-
traction “campaigns” to lure global 
high tech anchor firms to locate in 
the corridor with global mandates—
here, Google in Waterloo is a strong 
exemplar.

Then there is the COMPASS obser-
vation that we face a “funding gap” 

relative to top-tier ecosystems. The 
challenge here is not a paucity of 
proposals but a choice of where to 
get the greatest leverage at the least 
fiscal cost with the lowest risk of un-
intended consequences. Possible ini-
tiatives that deserve more consider-
ation are: angel investor tax credits; 
matching programs for VC and angel 
investments; dedicated BDC office in 
the Corridor; DARPA-type program 
among others.

To conclude, the challenge for Cana-
da is going from good to great. Build-
ing a global top-five innovation eco-
system can and should be part of this 
transition.

Over the past quarter-century, Can-
ada has demonstrated an impressive 
capacity to adapt well to a changing 
world; over the next decade we are 
going to be tested by unprecedented 
shifts in demographics, global con-
nectivity, climate change, techno-
logical change, slowing productivity 
and volatility. The status quo is not 
a model for future success in this rap-
idly changing world if our objective 
is to restore Canada’s growth poten-
tial and improve the prosperity pros-
pects of the next generation. There 
is no reason why Canada cannot be 
an innovation leader provided we are 
willing to aim for the podium, not 
just for participation. A top-tier tech 
supercluster would move us smartly 
in this direction. 
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and a former clerk of the Privy Council. 
He is a past board chair of the Uni-
versity of Waterloo, and is currently 
chancellor of the University of King’s 
College, Halifax. He is also a director of 
Communitech.

Over the past quarter-century, Canada has 
demonstrated an impressive capacity to adapt well 

to a changing world; over the next decade we are going to 
be tested by unprecedented shifts in demographics, global 
connectivity, climate change, technological change, slowing 
productivity and volatility.  




