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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Brand-Name Pharmaceutical Manufacturing industry in Canada increased in 2020 amid the
ongoing COVID-19 (coronavirus) pandemic as expenditure trends in brand-name drugs continue. For more detail,
please see the Current Performance chapter.

· Some of the industry's demand determinants changed in 2020 due to the pandemic, but increased demand for
industry products has supported revenue growth. For more detail, please see the Demand Determinants chapter.

· Industry profit decreased in 2020 due to more difficult operating conditions caused by the coronavirus pandemic.
However, profit has since rebounded somewhat in 2021 and 2022. For more detail, please see the Cost Structure
Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Brand-Name Pharmaceutical Manufacturing industry in Canada develops prescription and over-the-counter

products used to treat illnesses in humans and animals. Brand-name drugs have patent protection. This industry
does not include nutritional supplement or cosmetics manufacturers.

Major Players Pfizer Inc.

Gilead

Sanofi

Merck & Co. Inc.

Main Activities The primary activities of this industry are:

Pharmaceutical research and development

Manufacturing active ingredients used in pharmaceuticals

Manufacturing chemical pharmaceutical preparations

Manufacturing biological pharmaceutical products

The major products and services in this industry are:

Nervous system and cardiovascular drugs

Antineoplastic and immunomodulating agents

Alimentary tract and metabolism drugs

Respiratory system and sensory organ drugs

Anti-infectives and blood drugs

Musculoskeletal system drugs

Genitourinary and hormonal drugs

Other
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Supply Chain

SIMILAR INDUSTRIES

Generic Pharmaceutical
Manufacturing in Canada

Pharmacies & Drug Stores in
Canada

Scientific Research &
Development in Canada

Biotechnology in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Pharmaceuticals &
Medicine Manufacturing

Brand Name Pharmaceutical
Manufacturing in the US

Pharmaceutical Product
Manufacturing in Australia

Pharmaceutical Preparations
Manufacturing in the UK

Pharmaceutical Preparations
Manufacturing in Ireland

Pharmaceutical Manufacturing in
China
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Industry at a Glance
Key Statistics

$9.5bn
Revenue

Annual Growth

2017–2022

2.3%

Annual Growth

2022–2027

1.1%

Annual Growth

2017–2027

 

$857.7m
Profit

Annual Growth

2017–2022

-3.1%

  Annual Growth

2017–2022

 

9.0%
Profit Margin

Annual Growth

2017–2022

-2.8pp

  Annual Growth

2017–2022

 

385
Businesses

Annual Growth

2017–2022

2.9%

Annual Growth

2022–2027

1.9%

Annual Growth

2017–2027

 

19,501
Employment

Annual Growth

2017–2022

0.0%

Annual Growth

2022–2027

1.2%

Annual Growth

2017–2027

 

$1.6bn
Wages

Annual Growth

2017–2022

0.7%

Annual Growth

2022–2027

1.2%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

1.3%
Total health expenditure

1.4%
R&D expenditures by
pharmaceutical patentees

1.0%
Canadian effective exchange rate
index

0.2%
Median age of population

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Steady   Barriers to Entry

High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Concentration

Medium

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 Many manufacturers have focused their drug pipelines on
developing biologic drugs

 Intense competition has driven industry revenue growth

 Many small biologic drug makers have entered the market

 Demand for brand-name drugs may be hindered as more
provinces establish generic drug prices

 Many pharmaceutical companies will continue outsourcing
some business segments

 Due to a depreciating loonie, the value of industry imports is
anticipated to shrink

 Heightened competition has ultimately decreased industry
profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  High & Steady Level of Assistance

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Imports

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2017-2022)

  High Revenue Growth (2022-2027)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Outlier Growth

  R&D expenditures by pharmaceutical patentees
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Executive Summary Take two: Improving the affordability of essential drugs will continue to be
a major threat to the industry

The Brand-Name Pharmaceutical Manufacturing industry in Canada has endured strong competitive pressures from
generic drugs by innovating its product line and attracting higher demand from Canadians. In response to many
brand-name drugs losing their patent protection, many operators have streamlined their operations. By forming
networks with public or private companies and academic institutions, industry operators have been able to share
research and development costs. In particular, this trend has been vital regarding investing in biopharmaceutical
development, as exemplified by the rising investment in research and development in pharmaceutical companies.
This has proved fruitful amid the COVID-19 (coronavirus) pandemic, as companies have partnered together to
quickly develop effective vaccines. Efficient vaccine manufacturing has supported industry revenue, which has
grown an annualized 2.3% to $9.5 billion over the five years to 2022. This includes a forecast expansion of 2.5% in
2022 alone, as vaccine rollout continues, in addition to continued growth in demand for patented drugs.

As a response to more Canadians using high-cost prescriptions, including oncology, biotechnology and specialty
drugs, many Canadian provinces have implemented mandatory low prices for generic drugs, which has intensified
competition within the industry. This has been in an effort to improve the affordability of essential drugs and reduce
healthcare costs. However, the introduction of innovative medicines has also driven demand for brand-name drugs
and has led to a growth in per capita expenditure for industry products. Although this has, in part, sustained revenue
growth for the industry, this level of heightened competition has ultimately decreased industry profit over the past
five years, due to the pandemic.

Industry revenue is forecast to grow an annualized 1.1% to $10.0 billion over the five years to 2027. Many
pharmaceutical manufacturers are expected to focus their product portfolios on developing biologic drugs,
particularly concerning oncology, autoimmune diseases, antivirals, immunostimulants, immunosuppressants and the
treatment of multiple sclerosis. Trends toward improving the affordability of essential drugs will continue to be a
major threat to the industry. Nonetheless, the continued recovery of the Canadian economy following the
coronavirus pandemic in the short term is expected to support growing demand for new patented medicines and
therapies.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure measures all public and private expenditures on health and related products, of which
prescription drugs account for a significant expenditure. While growth in health expenditure may reflect an increase
in the number of Canadians purchasing brand-name drugs, which benefits the industry, more public and private
health insurance providers are incentivizing generic drug usage, which may offset this trend. Total health
expenditure is expected to increase in 2022, representing a potential opportunity for the industry.

 

Median age of population

The median age of the Canadian population has risen due to the burgeoning elderly population. According to data
from Innovation, Science and Economic Development Canada, as the elderly population increases to an expected
10.4 million seniors by 2036, it will likely bolster demand for brand-name drugs. In particular, the burgeoning elderly
population has stimulated demand for biologic drugs that treat chronic illnesses. The median age of the population is
expected to increase in 2022.

 

R&D expenditures by pharmaceutical patentees

As research and development expenditure (R&D) rises, it benefits pharmaceutical manufacturers by having more
drugs in clinical trials and their drug pipelines, following approval from Health Canada. In particular, R&D
investments in biologic drug development benefit the industry. R&D expenditures by pharmaceutical patentees are
expected to shrink in 2022, posting a potential threat to the industry.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measured the value Canadian dollar compared with other
currencies. As the CEER index rises, this trend causes domestically manufactured, brand-name pharmaceuticals to
be relatively more expensive for global consumers, thereby cutting into global demand for industry exports. The
CEER index is expected to decline in 2022.
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Current
Performance

The Brand-Name Pharmaceutical Manufacturing industry in Canada has
benefited from increasing expenditure on prescription drugs and has
been able to endure competition from generic drug sales.

Patented drug sales as a share of total drug sales has decreased slightly over the five years to 2022 due to general
declines in the prices of generic drug products. Per capita expenditure on patented drugs is expected to increase
over the five years to 2022, primarily benefiting from increased demand rather than increased prices. As the cost
discrepancy between generic and brand-name drugs has risen, many public and private payers have aimed to
bolster generic drug usage, intensifying external competition for operators. In response, operators have focused on
developing new drugs, principally in the lucrative biopharmaceutical domain to offset generics competition, with
many industry operators currently focused on continuing manufacture of vaccines for COVID-19 (coronavirus) to
stamp out the pandemic. Overall, industry revenue is expected to increase an annualized 2.3% to $9.5 billion over
the five years to 2022, including an increase of 2.5% in 2022 alone as the pandemic begins to fade amid successful
vaccination efforts, boosting revenue.

PATENT CLIFFS

Ongoing patent cliffs have considerably changed the industry's
landscape.

For example, many blockbuster drugs that lost their patent exclusivity over the past five years have simultaneously
required a relatively high frequency of patient adherence, which requires a high cost to maintain. While the cost has
been high for consumers, it has translated into sustained revenue streams for operators under patent protection.
The abrupt discontinuation of these revenue streams has worked to constrain industry revenue growth in recent
years. Further exacerbating this trend, generic drugs have inundated the market at unprecedented levels,
intensifying competition for operators to treat high-cost ailments, including autoimmune diseases, such as
rheumatoid arthritis, psoriasis and Crohn's disease.

In response, many of the industry's brand-name pharmaceutical manufacturers have focused their drug pipelines on
developing biologic drugs. Many operators have increasingly included biologic drugs, which possess a more
complex, unique production process compared with small molecule chemical drugs, into their respective product
portfolios to remain competitive with generics manufacturers. For example, while generic drug makers can develop
biosimilars and slightly altered biologic drugs, these drugs are not bioequivalent with biologic drugs, thereby slightly
insulating the industry from external competition. This has led to increases in new patented drug introductions. Yet,
heightened competition overall has eroded industry profit, as has the ongoing coronavirus pandemic. As a result,
industry profit, defined as earnings before interest and taxes, has decreased from accounting for 11.8% of revenue
in 2017 to 9.0% in 2022.

PUBLIC AND PRIVATE PAYERS
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Many public and private payers have focused on bolstering generic drug
usage rates over the past five years to cut healthcare costs, thereby
restricting industry products' acceptance in the market.

Total health expenditure in Canada is expected to rise an annualized 1.3% over the five years to 2022, with cost-
saving measures being the norm for public drug programs. For example, many private insurance providers that offer
prescription drug coverage have increasingly implemented mandatory generic drug coverage when there has been
a generic option available. In response, many brand-name pharmaceutical companies have dispensed coupons and
online offers to cover patients' copayments or deductibles, as long as their healthcare provider prescribes brand-
name drugs. However, many private insurance providers still prohibit consumers' access to brand-name drugs when
generic drugs are available, effectively forcing individuals within their network to forego brand-name drug coupons
and purchase the generic drug.

Lastly, generics manufacturers have increasingly adopted pricing measures that are supportive of the government
and are antagonistic to industry operators. For example, in early 2018, the pan-Canadian Pharmaceutical Alliance
announced that it would lower generic drug prices up to 40.0% for some of the most popular generics for provincial
and territorial governments. Further lowering prices has and will inevitably continue to entice public buyers, domestic
households and private insurers to regularly adopt generic pharmaceuticals over their brand-name counterparts.
Due to these trends, alongside the increasing acceptance of generic pharmaceuticals, external competition has
intensified over the past five years. Still, intense competition has also driven industry revenue growth, albeit
marginally, by encouraging product development and industry restructuring.

INTERNATIONAL TRADE AND INDUSTRY LANDSCAPE

The number of industry enterprises has increased an annualized 2.9% to
385 companies over the five years to 2022.

In response to patent expirations, many industry operators have either streamlined operations or have implemented
consolidation strategies. Still, many small biologic drug makers have entered the market, adding to establishment
growth by capitalizing on the successes of operators. However, external competition has slowed hiring number of
industry employees, which has stagnated at 19,501 workers over the five years to 2022. Although Canada ranks low
in global corporate priority for research and development (R&D) investment, with many pharmaceutical companies
allocating little of their global direct R&D investments in Canada, some operators have invested in R&D to poise
themselves favourably for biologic drug development, thus demanding more industry employees.

Global trade has also been an integral factor in shaping the industry's landscape. Exports have increased an
annualized 2.5% to $6.5 billion over the five years to 2022 due the implementation of the Comprehensive Economic
and Trade Agreement (CETA) in late 2017 between the European Union and Canada. In addition, the United States
continues to be a key market for the industry, due to robust demand for pharmaceuticals from its elderly population.
Comparatively, imports have increased an annualized 5.1% to $16.0 billion over the five years to 2022. This is
partially due to the pandemic, as many vaccines have been manufactured internationally and are being imported.



Brand-Name Pharmaceutical Manufacturing in Canada February 2022

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total
healthcare

expenditure
($b)

2013 6,869 2,394 295 275 17,723 4,049 9,955 1,264 12,775 142
2014 7,862 2,682 308 277 20,058 5,461 10,821 1,403 13,222 144
2015 8,048 3,071 341 299 18,699 7,129 12,288 1,456 13,208 148
2016 8,339 3,110 348 312 18,190 7,208 12,311 1,483 13,441 153
2017 8,504 2,832 374 334 19,543 5,733 12,431 1,567 15,203 156
2018 8,151 2,884 380 339 18,363 6,816 13,006 1,467 14,341 159
2019 8,278 2,748 370 343 17,703 7,166 13,764 1,471 14,875 162
2020 8,939 1,811 395 367 18,624 7,637 14,771 1,546 16,074 151
2021 9,295 2,825 396 373 19,109 6,319 15,905 1,591 18,882 156
2022 9,530 2,845 409 385 19,501 6,495 15,967 1,625 19,002 166
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Industry Outlook
Outlook The Brand-Name Pharmaceutical Manufacturing industry in Canada is

expected to experience continued growth over the five years to 2027,
occurring in tandem with the anticipated recovery of the Canadian
economy following the COVID-19 (coronavirus) pandemic, driven primarily
by robust demand for biologic drugs.

Moreover, both the continued emphasis on research and development (R&D) and the production of
biopharmaceuticals are expected to buoy industry revenue. However, the industry is also projected to continue
contending with strong competition from generic drug makers, hindering growth prospects overall. As a result,
industry revenue is expected to grow an annualized 1.1% to $10.0 billion over the five years to 2027. Industry profit
is also expected to decrease slightly amid this increased external competition.

CHANGING PRODUCTS AND MARKETS

Many Canadian provinces and territories are expected to move away from
implementing policies that have traditionally benefited brand-name drug
manufacturers over the next five years.

Essentially, most public drug plan policies have emphasized generics usage to cut costs. Total health expenditure is
expected to rise an annualized 1.4% over the five years to 2027. As a result, federal and provincial governments are
expected to implement cost-saving policies, which typically prove detrimental to operators. Exacerbating this trend,
the pan-Canadian Pharmaceutical Alliance announced in early 2018 that generics manufacturers would reduce
prices up to 40.0% for provincial and territorial public drug plans, further cutting into potential industry revenue. The
public sphere has traditionally been a bastion of support for pharmaceutical companies, but has been slowly
eviscerating funding for brand-name drugs. Ultimately, this has constrained industry revenue growth. These trends
are expected to continue over the coming years.

Demand for brand-name drugs may also be hindered over the next five years as more provinces and territories
establish lowered harmonized prices for generic drugs. In response, industry operators are anticipated to seek out
biologic drugs to drive growth. Since biologic drugs are not considered equivalent to biosimilars, which are biologics
that have had their formulas altered, often in an attempt to underprice competition, Health Canada will continue to
declare biosimilar and biologic drugs as not bioequivalent. As a result, provincial governmental regulations may not
permit pharmacists to dispense biosimilar drugs as a substitute for biologic drugs without first consulting a physician,
thereby slightly insulating the industry from external competition to an extent. This is especially important since
biologic drugs are not only significantly more expensive to develop, but also more expensive to store, requiring
increasingly accurate machinery to produce and maintain stringent temperature controls for storage.

INDUSTRY STRUCTURE

In response to mounting generics competition, many operators have
emphasized consolidation strategies to secure market share and expand
intellectual property portfolios.

Still, while this practice will likely remain widespread, many pharmaceutical companies are projected to continue
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outsourcing some business segments, relying on contract service providers and partnerships with academic
institutions and other companies to share R&D costs. This is projected to aid enterprise growth, and as a result, the
number of industry enterprises will increase an annualized 1.9% to 424 companies over the five years to 2027.

Moreover, many operators are expected to increasingly focus their drug development on a particular therapeutic
area or toward the treatment of a particular disease. For example, Pfizer Inc. (Pfizer) has moved toward establishing
itself as a leader in oncology, with its pipeline focusing on specialized drugs that treat lung and gastric cancer. Other
companies have focused on making injectables or topical products to secure individual markets rather than casting a
wider net. These practices help to centralize R&D technology, in addition to scientists that specialize in niche
chemical and biochemical research. The coronavirus pandemic presented operators with an opportunity to carve out
a niche for themselves regarding the development of a viable treatment for the virus. Additionally, Pfizer's
coronavirus vaccine was approved by governments worldwide and is one of four vaccines approved for use in
Canada. In addition, the industry's product and service offerings include vaccines for systemic use. Accordingly, due
to the need for highly skilled researchers, the number of industry employees is projected to increase, rising an
annualized 1.2% to 20,728 workers over the five years to 2027, in line with the expansion of biologic drug
manufacturing facilities.

The favourable global trade environment is also expected to drive industry revenue growth, although a sustained
outbreak of coronavirus has the potential to disrupt global supply chains and affect domestic manufacturing activity.
Nevertheless, the value of exports is expected to grow an annualized 1.3% to $6.9 billion over the five years to
2027, as many global manufacturers use their large-scale operations to allocate a strong budget toward R&D and
develop a robust biologic drug pipeline. Plus, many domestic operators are forecast to refocus on operations within
Canada to combat policy changes at the provincial and territorial levels. This trend is expected to be supported by
the expected depreciation of the Canadian dollar moving forward. Due to a depreciating loonie, the value of industry
imports is anticipated to shrink, decreasing an annualized 0.7% to $15.4 billion over the five years to 2027.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total
healthcare

expenditure
 ($b)

2022 9,530 2,845 409 385 19,501 6,495 15,967 1,625 19,002 166
2023 9,636 2,861 417 394 19,739 6,584 15,795 1,644 18,847 170
2024 9,712 2,888 425 402 19,957 6,649 15,658 1,661 18,721 172
2025 9,798 2,923 431 408 20,137 6,721 15,539 1,676 18,616 174
2026 9,921 2,963 438 415 20,408 6,819 15,477 1,699 18,578 176
2027 10,046 3,003 447 424 20,728 6,919 15,415 1,724 18,542 178
2028 10,105 3,016 453 430 20,919 6,974 15,252 1,739 18,382 182
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is consolidation activity in the industry

There is wholehearted market acceptance of the industry

The industry’s manufacturing technology has remained relatively unchanged in recent years

The Brand-Name Pharmaceutical Manufacturing industry in Canada is currently in the mature stage of its economic
life cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is expected
to increase an annualized 0.6% over the 10 years to 2027. Comparatively, Canadian GDP is anticipated to rise an
annualized 1.7% during the same period. Although IVA growth is slower than that of Canadian GDP, thus indicating
an industry in the decline stage of its economic life cycle, this is primarily the result of declining profit compared with
the beginning of the five years to 2022. Additionally, there are other more salient indicators at play that designate the
industry's status as mature.

In response to ongoing patent cliffs, many brand-name pharmaceutical manufacturers have either consolidated or
formed partnerships with third parties, such as academic institutions, to cut clinical trial and research and
development costs. Further, many industry manufacturers have outsourced some of their business segments to
contract service providers, including administrative work. This trend toward consolidation effectively highlights the
maturing of the industry. Moreover, there is also wholehearted market acceptance of the industry and its products.
Although new products are invented on a regular basis, the industry's actual manufacturing technology has
remained relatively unchanged in recent years, which is indicative of a mature industry.



Brand-Name Pharmaceutical Manufacturing in Canada February 2022

17 IBISWorld.com

Products & Markets
Supply Chain Key Buying Industries

1st Tier

Pharmacies & Drug Stores in Canada

Pharmaceuticals & Pharmacy Supplies Wholesaling in
Canada

Hospitals in Canada

2nd Tier

Consumers in Canada

Health Stores in Canada

Key Selling Industries
1st Tier

Medical Device Manufacturing in Canada

Navigational Instrument Manufacturing in Canada

Chemical Product Manufacturing in Canada

2nd Tier

Biotechnology in Canada

Medical Instrument & Supply Manufacturing in Canada

Laboratory Supply Wholesaling in Canada

Products & Services

  In the Brand-Name Pharmaceutical Manufacturing industry in Canada,
demand for industry products varies on the basis of the drug's broad
therapeutic category, which is regarded as groups of various chemicals
that affect the same organ or system.

Additionally, drug spending varies by therapeutic class, due to each province and territory having different drug
programs, which affects drug reimbursement rates. Furthermore, the age distribution of individuals that receive drug
coverage, whether from public or private payers, also determines the type of brand-name drugs that these
individuals require. For instance, in Manitoba and British Columbia, adults that are not seniors account for the
highest share of drug spending, which causes these provinces and territories to demand more nervous system
drugs and have low demand for cardiovascular drugs. Comparatively, Nova Scotia and Alberta have a high demand
for cardiovascular drugs. Ultimately, while some ailments may be more prevalent than others, this discussion is
based on the amount of revenue that these drug classes generate.

NERVOUS SYSTEM AND CARDIOVASCULAR SYSTEM DRUGS

Historically, this segment has accounted for the largest portion of
industry revenue.

Nervous system therapies are expected to account for 7.0% of industry revenue, while cardiovascular system drugs
account for an estimated 3.4% of revenue in 2022. This segment includes medications intended to treat a broad
range of conditions, including the central nervous system, psychological and movement disorders. Anesthesia
products and muscle relaxants are also included in this segment, as are some drugs designed to counteract
narcotics and alcohol. According to the Canadian Institute for Health Information (CIHI), Canadians under the age of
65 account for the largest share of drug program spending in three jurisdictions of Health Canada, including
Manitoba, British Columbia and the First Nations and Inuit Health Branch, the same three regions that spend the
highest proportion of their provincial pharmaceutical spending on nervous system therapies. This segment's share of
industry revenue has declined over the five years to 2022 as the percentage of the population aged 65 and older in
Canada has expanded while some key products have reached patent expiration, inviting generic competition.
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Cardiovascular pharmaceutical products in this segment are designed to target cardiac behaviour, blood vessel
activity and blood volume. These drugs treat conditions such as heart arrhythmia and hypertension and can be used
to prevent, treat or avoid congestive heart failure, myocardial infarction and cerebrovascular spasms. Drugs
designed to temporarily arrest cardiac activity are also included in this segment, as are some treatments aimed at
treating hemorrhages, hemorrhoids and varicose veins. Cardiovascular pharmaceuticals are generally purchased by
older demographic groups. The aging of the Canadian population has driven this segment's share of revenue up
over the past five years. However, beginning in 2016, prior to the current period, this segment's share of revenue
has drastically declined, which has shaped industry research and development activities.

ANTINEOPLASTIC AND IMMUNOMODULATING AGENTS

Antineoplastic agents are drugs that are designed to control or kill
neoplasms, also known as tumors.

This category of drugs includes most cancer therapies, including chemotherapy drugs, which are very expensive,
hence the large share of revenue derived from this particular product segment. Immunomodulating agents are also
used to treat cancers and other autoimmune conditions. These drugs are expected to account for 41.2% of industry
revenue in 2022. According to CIHI, pharmaceutical preparations in this segment make up one-third of all spending
on pharmaceutical products dispensed in hospitals, though this share varies greatly with household expenditures
due to their applications. Statistics Canada reports that the number of new cancer diagnoses in Canada has risen
over the past five years, driving demand for antineoplastic and immunomodulating agents and, in turn, this
segment's share of industry revenue. The aging Canadian population is also expected to facilitate growth in this
segment over the five years to 2027. With no definitive cure for cancer in sight, this product segment will likely
remain intact, providing a lucrative market for industry operators.

ANTI-INFECTIVES AND BLOOD DRUGS

Anti-infectives include antibacterials, antimycotics, antimycobacterials,
antivirals and importantly, vaccines for systemic use.

Blood and blood forming organ drugs are largely composed of anemia treatments, antihemorrhagics, blood
substitutes and haemophilia treatments. Anti-infectives are estimated to account for 12.4% of industry revenue,
while blood drugs only account for 7.0% of revenue in comparison. Most of this segment's revenue is derived from
vaccines and other injectable pharmaceuticals. The overall increased health consciousness of Canadians, which
facilitates more preventative healthcare measures, coupled with extensive research in preventative healthcare, has
assisted in growing this segment as a share of industry revenue over the past five years, while COVID-19
(coronavirus) vaccines have also served to boost this segment's share of revenue.

OTHER THERAPIES

A wide variety of drug classes are also included in this industry, and often
remain relatively stable due to the preponderance of these ailments and
their treatments.

However, these product classes are also susceptible to patent expiration. Therefore, the loss of one crucial
blockbuster drug in these classes, since they are smaller in comparison with other product segments, can influence
stability. IBISWorld expects that respiratory system and sensory organ drugs will account for 6.0% of revenue in
2022, followed by alimentary tract and metabolism drugs (13.9%); genitourinary system and hormonal drugs (2.4%);
musculoskeletal system drugs (3.7%); genitourinary and hormonal drugs (2.4%); and all other drug classes (3.0%).

Demand
Determinants

Demand for products in the Canadian Brand-Name Pharmaceutical
Manufacturing industry is driven by the prevalence of health ailments in
Canada, the level of health insurance coverage, the price of substitute
generic drugs and the demographic trends that influence these patterns.

Public and private healthcare providers

While the Canada Health Act has not required provinces and territories to cover prescription medications, provinces
have still chosen to develop their own prescription drug plans. Some provinces and territories have set generic drug
prices at rates that are significantly lower than brand-name drugs, which has curbed demand for brand-name drugs.
For example, British Columbia has set generic prices at 20.0% of brand-name drugs prices, followed by Ontario at
25.0%, Quebec at 25.0%, New Brunswick at 25.0%, Prince Edward Island at 35.0% and Saskatchewan at 35.0%.
Consequently, in territories and provinces that set low prices for generic drugs, this trend intensifies competition for
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the industry and curbs consumer demand for industry products.

Among Canadians that have employer-mandated health insurance, there has been a movement toward health
insurance companies limiting individuals' access to brand-name drugs when a generic drug is available. In response
to many brand-name manufacturers handing out coupons to patients to cover copayments and deductibles if the
healthcare provider prescribes a brand-name drug, many insurance plans have required individuals to instead
accept the generic drug to reduce costs. As a result, demand for brand-name drugs is linked to consumers' ability to
access brand-name drugs in their healthcare plan.

Still, private insurers have been more willing to purchase newer drugs without a generic counterpart. Newly
developed medicines have market exclusivity with no alternatives for patients. Private insurers generally opt for
generics when there is the option, but ultimately their presence as a major market for industry products has worked
to increase demand for newly developed brand-name drugs.

Population demographics

Typically, population demographics and health providers' prescribing patterns determine demand for brand-name
drugs. As the number of adults aged 65 and older has grown an annualized 3.6% over the five years to 2022,
demand for pharmaceuticals has risen in line with this demographic's high prevalence of health issues, particularly
chronic illnesses. According to the 2012 Canadian Institute for Health Information (CIHI) Healthcare in Canada
report (latest data available), elderly individuals are expected to account for 25.0% of the Canadian population by
2036. Further, an estimated two-thirds of seniors on public drug programs in Canada use five or more prescription
drugs from different drug classes, with an estimated one-quarter using 10 or more prescription drugs. In particular,
demand for drugs to treat high blood pressure and heart failure has been high over the five years to 2022, driving
demand for industry products.

However, the industry's products and services are also affected by global occurrences of disease that are not
attributable to any one age group and can affect the Canadian population as a whole, as these illnesses can spread
within Canada's borders in addition to spreading internationally. A prime example of this is COVID-19 (coronavirus),
which has resulted a pandemic in Canada and worldwide. As a result, the pandemic has temporarily shifted demand
for the industry's products toward the development of a vaccine for the virus, in addition to the development of
additional treatments and therapies for affected patients, potentially lessening the industry's sustained focus on the
development of treatments for age-related and chronic illnesses.

However, several vaccines have been successfully introduced, starting in late 2020, with more than 80.0% of the
Canadian population receiving at least one dose of an approved vaccine. Industry player Pfizer Inc. is a
manufacturer of one of these vaccines, partnered with BioNTech SE. This has supported industry growth in 2021
and 2022, with the pandemic beginning to fade in severity in Canada amid mass vaccination efforts.

Major Markets

  PUBLIC SECTOR

The public sector accounts for an estimated 43.4% of revenue for the
Canadian Brand-Name Pharmaceutical Manufacturing industry in 2022.

In particular, government payers provide drug coverage for seniors, welfare recipients and other individuals that
cannot afford to purchase pharmaceuticals. Moreover, in some provinces, such as Alberta, British Columbia,
Saskatchewan and Quebec, individuals can access public drug plans or get a federal drug plan due to lacking
access to private drug coverage, such as in Quebec. Furthermore, government payers also fund drug plans for First
Nations individuals, veterans, penitentiary inmates, armed services personnel and the federal police through Non-
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Insured Health Benefits. Overall, more than 10.0 million Canadians are covered by publicly funded healthcare plans.
Since many Canadians are insured through public sector plans, this market segment is expected to experience
increased demand as a result of the COVID-19 (coronavirus) pandemic, especially as vaccines for the virus have
been offered free of charge to citizens.

In response to rising healthcare costs over the five years to 2022, many provinces and territories have attempted to
increase their generic drug usage rates. For example, according to data from the Canadian Generic Pharmaceutical
Association, the use of lower cost generic drugs saves governments, employers and consumers an estimated $13.0
billion per year. Due to low generic prescription prices, which are generally less than half the price of brand-name
drugs, many government payers have increasingly negotiated low prices for generic drugs to increase generic drug
usage rates. Plus, the pan-Canadian Pharmaceutical Alliance announced in early 2018 that generics manufacturers
would slash prices up to 40.0% for territorial and provincial governments until 2024, further contributing to this
pattern. Still, this market has nevertheless increased for brand-name drug manufacturers since many industry
products, particularly newly developed drugs, do not yet have competition from generics due to their exclusivity.

PRIVATE INSURERS

Altogether, private insurers account for an estimated 36.8% of industry
revenue in 2022, as the private payers segment includes both private
insurance coverage in addition to individuals that are paying out-of-
pocket for their various medications.

Generally, private sector payers save $184.0 million on average for every 1.0% increase in generic drug usage,
according to data from the Canadian Generic Pharmaceutical Association. Moreover, over the past five years, many
private insurers have implemented mandatory generic substitution clauses into their coverage or have capped the
amount that they cover for brand-name drugs at the price of generic substitutes. As a result, this has constrained the
influence of industry operators in this market.

Nevertheless, private payers have been more likely to cover new drugs when compared with government payers.
On average, provincial government programs offered coverage for one-fifth of these drugs by adding these drugs to
their formularies, while 80.0% of these drugs were covered by at least one private insurer. Due to this trend, private
payers have been more accepting of covering new brand-name pharmaceuticals for individuals within their network.
Furthermore, as more biologic drugs enter the market over the five years to 2027, whether administered by injection,
infusion, inhalation or orally, more patients will likely be able to access treatments that were previously unavailable,
thus stimulating demand for brand-name pharmaceuticals from this market segment.

CANADIAN HOUSEHOLDS

Canadian households represent the other component of the private payer
segment, accounting for an estimated 19.8% of revenue in 2022.

This segment comprises individuals and households that pay out-of-pocket for their medications. This segment is
smaller compared with the public sector and private insurers segments due to the majority of Canadians being
covered by a healthcare plan. As more Canadians get covered by an insurance plan, this segment has fallen as a
share of revenue over the past five years.



Brand-Name Pharmaceutical Manufacturing in Canada February 2022

21 IBISWorld.com

International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

Imports

The value of imports in the Canadian Brand-Name Pharmaceutical Manufacturing industry has increased, rising an
annualized 5.1% to $16.0 billion over the five years to 2022. Within this landscape, however, Canadian imports are
largely derived from the United States, which is expected to account for 38.7% of industry imports in 2022, followed
by Germany (11.4%), Switzerland (9.2%) and Ireland (6.4%). Canada imports brand-name drugs from
pharmaceutical hubs, particularly in the United States and Switzerland, due to these countries having large-scale
pharmaceutical companies. Additionally, Johnson & Johnson and Pfizer Inc., each of which are based in the United
States, were successful in manufacturing an effective and safe COVID-19 (coronavirus) vaccine, boosting imports
from the country over the past five years

Due to a less stringent regulatory environment for European and US drug manufacturers, many pharmaceutical
companies have located in these markets. For example, individuals in Europe and the United States typically
receive access to medications 263 and 350 days earlier than Canadian consumers on average, thus stimulating
demand for industry imports from these markets.

Furthermore, even with a depreciating Canadian dollar over much of the past five years, import growth has been
strong. While pharmaceutical demand is generally robust, trade agreements have also been a catalyst for trade
patterns. The North American Free Trade Agreement (NAFTA) comprised a long-standing connection between the
United States and Canada, in addition to its recently ratified and implemented successor agreement, the United
States-Mexico-Canada Agreement (USMCA). Both NAFTA and USMCA demonstrate Canada's dependence on the
United States for trade. Meanwhile, many major pharmaceutical companies are based in Europe, but in late 2017,
the newly implemented Comprehensive Economic and Trade Agreement (CETA) between the European Union and
Canada has facilitated an even greater exchange between these two regions regarding the pharmaceutical industry.
Overall, imports are forecast to fall over the five years to 2027 as the pandemic fades and most populations are
inoculated. The value of imports is expected to shrink an annualized 0.7% to $15.4 billion over the next five years.

Exports

The value of industry exports has increased an annualized 2.5% to $6.5 billion over the five years to 2022, fuelled in
part by the depreciation of the Canadian dollar prior to the coronavirus pandemic. In particular, operators have
exported brand-name drugs primarily to the United States, which accounts for an estimated 64.0% of industry
exports in 2022, followed by Japan, Italy and China, which account for a respective 7.5%, 5.9% and 4.3% of exports
in 2022. The United States possesses a burgeoning elderly population, which has stimulated demand for brand-
name drugs from Canadian manufacturers, in addition to the United States having a high prevalence of chronic
illnesses and other health ailments.

The industry's export landscape is expected to remain stable over the five years to 2027 due to the favourable
conditions set forth by CETA. By examining drug approval patterns, officials at Innovation, Science and Economic
Development Canada and Health Canada have estimated that the agreement between Canada and the European
Union may add an average life of 2.7 years to a typical drug patent, thereby enabling a longer market exclusivity
period for domestic manufacturers. As a result of the recent trade agreement, the possible extension of drug patents
will likely benefit brand-name drug manufacturers over the next five years. Meanwhile, the Canadian dollar is
forecast to depreciate slightly over the next five years, which when combined with free trade agreements, will
support export growth. Thus, exports are forecast to climb an annualized 1.3% to $6.9 billion over the five years to
2027.
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Business
Locations

  In the Canadian Brand-Name Pharmaceutical Manufacturing industry, many pharmaceutical manufacturers have outsourced their
research activities, sales and administrative activities to contracted service providers. Additionally, hiring contract research
organizations has provided industry operators with support for the research and development process, in addition to providing out-
licensing with small, biopharmaceutical companies that have developed biologic drugs and academic institutions. As a result,
many brand-name pharmaceutical companies have located near biopharmaceutical companies and academic institutions to have
access to specialized workers that can provide preclinical research and conduct clinical trials.

Further, many provinces and territories have implemented initiatives to lower generic drug prices. For example, Alberta recently
implemented the lowest price cap in Canada, restricting generic prices to no more than 18.0% of brand-name drug prices.
Comparatively, British Columbia has set generic prices at 20.0% of brand-name drug prices; followed by Ontario, Quebec and
New Brunswick at 25.0%; and Nova Scotia, Prince Edward Island and Saskatchewan at 35.0%. As a result, brand-name drug
manufacturers typically locate in proximity to areas that have favourable prices for brand-name drugs, although population density
also drives location choice. For example, brand-name drug manufacturers may locate their manufacturing facilities in areas with
high brand-name drug usage rates. In terms of industry establishments, Ontario accounts for an estimated 41.7% of industry
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locations in 2022, followed by Quebec (27.8%), British Columbia (15.9%), Alberta (7.6%) and Manitoba (1.6%).
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Brand-Name Pharmaceutical Manufacturing industry in Canada is ultimately characterized by a medium level of
market share concentration. The top four operators in the industry are expected to account for 55.3% of industry
revenue in 2022. Overall, while many global pharmaceutical companies have operations in Canada, few companies
locate their manufacturing facilities there. Instead, many industry companies have outsourced their manufacturing
operations overseas to locate near some countries, such as India, that are hubs for manufacturing input
commodities, including active pharmaceutical ingredients. Many globally based pharmaceutical companies have
consolidated their manufacturing and research and development operations, which has further exacerbated this
trend, with some companies choosing to exit the Canadian market altogether. As many small exploratory
biopharmaceutical companies enter the market and many pharmaceutical companies cater to a market niche over
the five years to 2027, such as particular therapeutic drug classes, the industry is projected to continue experiencing
this pattern of moderate market share concentration.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Establishment of brand names:
In a competitive industry, using a reputable brand name is crucial to marketing success. Drug companies use
several criteria in selecting a brand name, including how easy it is to remember and any subliminal connotation of
the drug.

Undertaking pharmaceutical and medicine R&D:
Companies incur high R&D costs due to searching for blockbuster drugs with high revenue potential. In an effort to
discover and bring to market innovative products that address unmet medical needs, substantial investments are
made in R&D.

Degree of globalization in the company:
As the pharmaceutical industry becomes increasingly global, it is essential for industry operators to have access to
foreign markets and manufacturing facilities to help control costs and boost sales.

Control of distribution arrangements:
Pharmaceutical distribution is highly complex and fragmented. Manufacturers seek to influence distribution in
manage pricing, quality and end user data.

Ability to alter goods and services produced in favour of market conditions:
The development of new pharmaceuticals must address unmet needs of the population. This is particularly true in
biologics, which develop immunizations and vaccines.
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Cost Structure
Benchmarks

  Profit

Profit, defined as earnings before interest and taxes, is expected to
account for 9.0% of industry revenue in 2022, down from 11.8% in
2017. The industry has contended with the challenges posed by
ongoing patent cliffs over the five years to 2022, which have caused
many of the brand-name drugs that are manufactured by the industry to
lose market exclusivity. This has largely eroded industry profit. Further
cutting into growth, the inundation of generic drugs has intensified the
industry's level of external competition, as generics are typically priced
between 0.0% and 63.0% of their brand-name drug counterparts,
according to Benefits Canada. However, many provincial governments
have negotiated even lower prices for generic drugs, which has
underscored the drop in demand for brand-name drugs. In particular,
the pan-Canadian Pharmaceutical Alliance announced in early 2018
that it would cut generic drug prices up to 40.0% for provincial and
territorial public drug plans in 2024, thus contributing to the highly
competitive environment for industry operators.

Nevertheless, the average industry profit margin was atypically low for
in 2020 due to the ongoing COVID-19 (coronavirus) pandemic, as
many of the industry's major companies were involved in the race to
find an effective vaccine for the virus. These companies, therefore,
have expended considerable amounts on research and development,
leading to a likely loss in profitability in the short term for what will likely
lead to high returns in the long run, as profit for this industry is typically
high. While some of this loss has been offset by government funding for
some industry companies, it has not been offset for all companies. For
example, industry major player Pfizer Inc. (Pfizer) has opted out of
receiving government funding in its development of a coronavirus
vaccine, leading the company to spend considerable amounts of its
own funds on development without any guarantee of profit. While profit
has returned largely to normal levels in 2021 and 2022, it may decrease
slightly over the next five years as competition continues to intensify.
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  Wages

Wages are anticipated to account for 17.0% of industry revenue in
2022, down from 18.4% in 2017. Brand-name pharmaceutical
manufacturing is reliant on some of the top scientists, mainly coming
from universities, to run drug programs, as many compounds used in
the drug manufacturing process have initially been discovered in
various research labs across the globe. Despite the industry's ongoing
investment in capital to fully automate certain production activities,
wage outlays have still increased over the past five years, but at a
slower rate than revenue.

 

  Purchases

Purchases are anticipated to account for 37.1% of industry revenue in
2022, down from 33.7% in 2017. As operators have increasingly had to
purchase active pharmaceutical ingredients from globally based
pharmaceutical manufacturers to produce biologic drugs, purchase
costs have risen during the period. In particular, the dominance of
major players in the upstream supply chain, which are generally other
pharmaceutical companies, leads to rising prices of chemical inputs.
For example, industry major player Pfizer sources its own inputs and
sells to other companies. Other purchase costs include chemicals used
to produce brand-name pharmaceuticals, including dyes and
flavourings in addition to capsules and other drug delivery media.

 

  Marketing

Marketing expenses are expected to account for 2.3% of industry
revenue in 2022, up from 2.0% in 2017.
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  Depreciation

Depreciation expenses are expected to account for 3.8% of industry
revenue in 2022, up from 3.0% in 2017.

 

  Rent

Rental expenses are expected to account for 1.4% of industry revenue
in 2022.

 

  Utilities

Utilities are expected to account for 1.5% of industry revenue in 2022.

 

  Other Costs

Other expenses are expected to account for 27.9% of industry revenue
in 2022. Most of these expenses are made up of research and
development expenses, which are important for the innovation of new
products to be patented. Other costs also include administrative and
general expenses.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Brand-Name Pharmaceutical Manufacturing
industry primarily compete on the basis of product innovation.

Operators that can consistently maintain a strong drug pipeline can experience steady demand from consumers.
Nevertheless, product innovation is extensive and high-risk.

As many industry companies either outsource or consolidate their research and development (R&D) facilities, this
trend has made it less arduous for new operators to enter the market. By forming partnerships with public, private or
academic enterprises, operators can lower their R&D expenditures and undertake clinical testing. However, rapidly
rising clinical trial costs in Canada, compared with other countries, may limit the extent that small companies can
remain competitive. Additionally, pharmaceutical companies may compete on brand recognition due to successful
marketing campaigns, in addition to access to a specialized workforce, particularly to sustain large-scale biologic
drug manufacturing operations.

Ultimately, the primary competitive forces include the efficacy of an operator's drugs in addition to their brand
recognition and price. While many operators benefit from market exclusivity for new drugs, formulas can
nevertheless be revamped to produce similar results with varying amounts of active ingredients, which can then
garner patent protection. This is especially prevalent among biologic drugs, where biosimilar medicines, which are
slightly tweaked versions of their biologic counterparts, can also benefit from market exclusivity with their altered
formulas to treat the same or similar ailment. Therefore, brand recognition and price represent the primary sources
of competition for drugs that treat similar diseases or symptoms.

EXTERNAL COMPETITION

The industry is subject to a high level of external competition from
generic drug manufacturers.

The ongoing cycle of patent expirations, which cause brand-name drugs to lose their patent exclusivity, cause
generic drug manufacturers (IBISWorld report 32541bCA) to inundate the market with lower priced products. Due to
both private and public health insurance providers attempting to increase generic drug usage rates to cut healthcare
costs, the industry has grappled with mounting external competition from generic drug markers over the five years to
2022.

Moreover, since public drug plans are so popular in Canada, domestic operators experience stronger competition
from generics compared with other countries. Public drug policies enable the government to negotiate for lower
prices and in an attempt to lower costs, these plans generally prefer generics to industry products. Therefore, the
domestic regulatory environment is a large basis of competition for brand-name pharmaceutical manufacturers.
Importantly, in early 2018, the pan-Canadian Pharmaceutical Alliance announced that generic pharmaceutical
manufacturers would lower their product prices up to 40.0% for both provincial and territorial drug plans until 2024.
The increasing affordability of generic drugs will likely continue to pose a threat to industry operators over the five
years to 2027.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  The Brand-Name Pharmaceutical Manufacturing industry
in Canada exhibits high barriers to entry. Overall, high
research and development (R&D) costs, in addition to
stringent governmental regulations, have posed as a
barrier to potential entrants. In particular, as more
pharmaceutical companies have focused on developing
biologic drugs, this trend has presented a barrier to entry
for new industry entrants. For example, the biologic
manufacturing process is typically 200 to 1,000 times the
size of a small molecule drug, thus making the
manufacturing process more complex and sensitive to
manufacturing conditions. Therefore, the most significant
obstacle is financial, particularly the ability to sustain
financial backing until regulatory approval, which can take
years before the product pipeline reaches commercial
status in some cases.

Nevertheless, the Scientific Research and Experimental
Development Tax Incentive Program, which provides
subsidies for companies that include R&D in their
operations, has slightly lowered barriers to entry for
potential industry entrants that wish to expand their R&D
operations. A stringent regulatory environment has also
caused potential industry entrants to experience high
costs for complying with regulations. For example, Health
Canada requires the domestic industry's drug
manufacturers to analyze product testing results and
review failed batches, deviations, recalls, returns,
complaints and quality agreements, among other
additional requirements.

Overall, while capital expenditures and research costs
pose as barriers to industry entry, technological expertise
and scientific proficiency are nevertheless important
aspects of industry operations. Scientists and biochemical
engineers typically demand very high salaries,
contributing to the fiscal hurdles for new entrants.
Moreover, the competitive landscape of top researchers
catalyzes high turnover rates for the best talent.
Therefore, the ability of operators to retain key
researchers, particularly those with important proprietary
information and methodologies, can represent an obstacle
for industry participation.

In addition, intellectual property rights can be a crucial
barrier to entry. A new formula for a drug that is similar to
others, as is generally the case with medicines that have
similar or the same active ingredients, needs to deviate
from existing formulas enough to garner its own patent
protection. Similarly, the threat from generics competition
is omnipresent, while patent protection is the primary
driving force behind revenue gains and higher profit for
those major players that can capitalize on market
exclusivity. While these trends work to further entrench
major players' dominance, they are also a vehicle for
truncating industry participation.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Brand-Name Pharmaceutical Manufacturing industry in Canada is characterized by a high level of globalization.
Many pharmaceutical companies are based globally and operate small manufacturing facilities in Canada. Indeed, all
major players in this industry are based abroad. For example, major player Sanofi SA is based in France, whereas Pfizer
Inc., Gilead Sciences Inc. and Merck & Co Inc. are all based in the United States. Many pharmaceutical companies
outsource their manufacturing operations to contract service providers (CSPs) in Canada, which are still considered
industry operators as long as their manufacturing operations are located in Canada. However, these CSPs do not
regularly attain a big enough market share to merit discussion in these reports.

Many globally based biopharmaceutical companies will likely expand into Canada over the five years to 2027 to provide
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high-cost biologic drugs to the lucrative Canadian and US markets, thereby adding to the industry's level of globalization.
Furthermore, the industry is highly globalized in that demand for its products and services may also be affected by
worldwide trends regarding the observance and subsequent spread of illnesses. Moreover, the ever-evolving process of
globalization also reinforces the industry's high level of globalization; individuals and their broader communities are much
more exposed to various ailments, illnesses and diseases in the present day, all of which the industry aims to treat
through its development of brand-name pharmaceutical products.
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Major Companies

Major Players Pfizer Inc.

Market Share: 21.6%

Brand Names Plavix

  Pfizer Inc. (Pfizer) is a global biopharmaceutical company that focuses on medicines, vaccines and consumer
healthcare products. Incorporated in 1942 and employing 78,500 individuals globally, the company operates under
two primary business segments, which include Pfizer Innovative Health and Pfizer Essential Health, though only the
first is industry-relevant and is currently referred to as the company's biopharmaceuticals segment following a total
restructure that occurred over the five years to 2022. In particular, Pfizer focuses on developing medications in the
therapeutic and disease areas, including the treatment of Alzheimer's disease, cardiovascular issues, erectile
dysfunction, genitourinary issues, major depressive disorder, pain, respiratory issues and smoking cessation. Pfizer
generated $70.6 billion in total revenue in 2020 (latest data available).

The company's inorganic pharmaceuticals seek to treat a litany of ailments, including the following therapeutic and
disease areas, which include infectious diseases, endocrine disorders, haemophilia, inflammation, ophthalmology,
pulmonary arterial hypertension, specialty neuroscience and vaccines. Key biopharmaceutical products include
Lyrica, Prevnar products, Enbrel, Celebrex, Lipitor, Viagra, Zyvox, Norvasc, Sutent and Premarin products, among
others still in development. These products, in turn, are sold primarily to wholesalers, but the company also sells
pharmaceutical products directly to retailers, hospitals, clinics, government agencies and pharmacies.

Financial performance

While Pfizer's industry-relevant revenue has grown at a more rapid rate than overall industry revenue, there have
been several obstacles to achieving more robust growth over the five years to 2022. Chiefly, the patent expiration of
several key drugs, along with the substantial generics competition that arises from these patent cliffs, has hampered
growth over the past five years. Other factors, particularly regulatory hurdles in both the United States and Canada,
have dampened industry-relevant revenue growth for the company. Overall, however, the company's industry-
relevant revenue has generally posted strong growth, increasing an annualized 9.8% to $2.1 billion over the five
years to 2022. Pfizer's industry-relevant operating profit, defined as earnings before interest and taxes, is similarly
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expected to increase, rising an annualized 12.5% to $546.6 million during the same period. In 2020, growth occurred
mainly due mainly to the company's industry-relevant biopharma operations, driven by the strong performance of
Vyndaqel/Vyndamax in particular, a treatment for patients experiencing familial amyloid polyneuropathy (FAP), a
neurodegenerative disease. The company's portfolio of biosimilars is also expected to drive growth in 2022, in
addition to continued strength from key company brands including Eliquis, Ibrance, Xeljanz, Inlyta and Xtandi.
Lastly, Pfizer has been one of the many companies active in the race to find a vaccine for COVID-19 (coronavirus),
with the company announcing in early November 2020 that its coronavirus vaccine, developed in conjunction with its
German partner BioNTech SE, may be 90.0% effective based on early test results. The vaccine has since been
approved for use in many countries worldwide for patients as young as five years old and is one of four vaccines
approved for use in Canada. This has underpinned company growth in 2021 and 2022.

 
Pfizer Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,293.3 N/C 302.9 N/C
2018 1,375.3 6.3 304.7 0.6
2019 1,477.9 7.5 505.0 65.7
2020 1,571.4 6.3 281.1 -44.3
2021 1,862.8 18.5 650.4 131.4
2022 2,061.9 10.7 546.6 -16.0

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Gilead Sciences Inc.

Market Share: 17.0%

  Gilead Sciences Inc. (Gilead) was established in 1987 and is headquartered in California. The company discovers,
develops and manufactures biopharmaceuticals and inorganic drugs. Historically, the company has emphasized its
antiviral drugs as its primary business, but has since diversified into much more lucrative biopharmaceuticals. Gilead
does not manufacture generics and commercializes all its products under a brand name. Therefore, all its drugs are
considered industry relevant.

Gilead operates in the industry through its Edmonton, AB, production facility. Gilead also has a legal and
administrative office in Mississauga, ON, but it is considered external to industry operations. The company employs
13,600 employees worldwide, with an estimated 430 of these employees working in Gilead's Edmonton facility. The
Edmonton manufacturing facility handles the development and production of investigational drugs and supplies
active pharmaceutical ingredients for clinical research programs. The company generated $33.1 billion in total
revenue in 2020 (latest data available).

In an attempt to build an expansive intellectual property portfolio, Gilead has consequently acquired several
companies in recent years to augment its internal research and development endeavours. While the company's
acquisitions over the five years to 2022 have primarily been external to the company's Canadian operations, this
acquisition activity has nevertheless been the company's primary avenue for international expansion and has thus
secured its efforts to achieve growth. Gilead's only domestic acquisition was the purchase of YM BioSciences Inc.,
which was completed in 2013 prior to the beginning of the current period, giving the company a new oncology
selective inhibitor to supplement its product offerings.

Financial performance

Gilead's industry-relevant revenue has grown an annualized 2.1% to $1.6 billion over the five years to 2022.
However, the company's operating profit, defined as earnings before interest and taxes, has decreased annualized
6.7% to $556.7 million during the same period. Moreover, Gilead's industry-relevant revenue rose 11.0% in 2020 as
its core HIV products have been experiencing higher sales volumes due to stronger patient demand, among other
reasons.

These declines regarding revenue and profit during the period have been primarily due to Gilead deriving a
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substantial portion of its revenue from sales of products to treat HIV and hepatitis C (HCV). According to Gilead, if
the company is unable to increase its HIV sales or if HCV sales decline more than previously anticipated, the
company's bottom line will be significantly affected. Gilead's HCV revenue has declined in recent years, leading the
company to focus on boosting sales of its HIV medications moving forward. This strategy is anticipated to have
experienced some success in the short term, though its long-term effects on the company's overall performance is
still unknown. Further, the company endures notable challenges in increasing its sales of Yescarta, a chimeric
antigen receptor (CAR) T cell therapy meant to treat cancer. Yescarta represents a novel approach in cancer
treatment. This is due to Yescarta's highly personalized method of engineering T cells from a patient's blood and
using these modified cells to fight the patient's cancer after they have been infused back into the patient. However,
the company is expected to increase its revenue performance over the five years to 2027 as a direct result of its
remdesivir compound currently being used by China as a method of treatment for 700 patients that have been
infected with coronavirus.

 
Gilead Sciences Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,455.5 N/C 787.4 N/C
2018 1,233.1 -15.3 457.1 -41.9
2019 1,280.9 3.9 244.6 -46.5
2020 1,422.1 11.0 234.5 -4.1
2021 1,549.1 8.9 700.7 198.8
2022 1,618.5 4.5 556.7 -20.6

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Sanofi SA

Market Share: 8.9%

  Sanofi SA (Sanofi) is a global healthcare company that manufactures a myriad of different healthcare products,
including diabetes solutions and vaccines, among other consumer health products. The company operates in two
broad business segments, which include pharmaceuticals and human vaccines. The company's expansive product
portfolio is composed of some very popular pharmaceutical products, including Lantus, a long-acting equivalent of
human insulin; Amaryl, an oral sulfonylurea; Apidra, a rapid-acting replication of human insulin; Insuman, a human
insulin solution; Lyxumia, a GLP-1 receptor agonist; and BGStar, iBGStar and MyStar Extra, all of which measure
blood glucose. Other key products include Cerezyme, which treats Gaucher disease; Myozyme/Lumizyme, which
treats Pompe disease; Fabrazyme, which treats Fabry disease; and lastly, Aldurazyme, which treats
mucopolysaccharidosis Type I.

Additionally, Sanofi offers Aubagio and Lemtrada, which are used to treat patients that have relapsing forms of
multiple sclerosis, in addition to medications that treat rare diseases. The company is a leading provider of vaccines
under its Sanofi Pasteur brand, which leads the vaccine market regarding pediatric, influenza, adult and
adolescence boosters, meningitis and travel and endemic vaccines. The company's only manufacturing facility in
Canada operates under Sanofi Pasteur for vaccine manufacturing. In response to rising competition from generic
drugs, the company has reduced its reliance on blockbuster medicines, particularly medicines that generate more
than $1.0 billion in global sales, instead focusing on research and development in key growth areas. More
specifically, Sanofi has developed a strong product portfolio of medications that treat diabetes, which is expected to
become increasingly prevalent by 2030. Sanofi reported earning $55.8 billion in total company revenue across all
operating segments, employing an estimated 99,412 people worldwide in 2020 (latest data available).

Financial performance

Sanofi's industry-relevant revenue has increased an annualized 6.3% to $845.2 million over the five years to 2022,
reflecting strong growth during the period. In 2013, prior to the current period, both the Fluzone ID and the
Intanza/IDflu vaccines were approved in Canada, aiding in preventing pandemic and seasonal flus and provide
convenience due to their ease of administration. However, in 2014, Sanofi contended with costs related to improving
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its production processes and quality assurance, due to receiving an FDA warning letter in July 2012, with the letter
later withdrawn in April 2014.

Sanofi's current drug pipeline will likely support industry-relevant growth over the five years to 2027, as its pipeline
includes a vaccine for pneumonia and meningitis, a tuberculosis vaccine, an antibody fragment product for the
prevention of ventilator-associated pneumonia, live attenuated viral vaccines, meningitis vaccines, rabies vaccines,
live attenuated tetravalent oral rotavirus vaccines, mild-to-severe dengue fever vaccines, difficile toxoid vaccines,
pediatric hexavalent vaccines, quadrivalent inactivated intradermal influenza vaccines and a quadrivalent inactivated
influenza vaccine, among others. In particular, Sanofi's revenue increased 7.2% in 2020 alone as a result of its
industry-relevant vaccines segment posting strong growth. However, this is simultaneously expected to be slightly
offset in part by a decline in boosters, travel vaccinations and Menactra, the meningococcal conjugate vaccine, as a
result of the coronavirus pandemic. In addition to its revenue growth, Sanofi's industry-relevant operating profit,
defined as earnings before interest and taxes, is expected to increase an annualized 8.7% to $327.9 million over the
five years to 2022, though Sanofi's development of its vaccines segment will likely increase this figure further over
the next five years.

 
Sanofi SA (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 622.3 N/C 216.4 N/C
2018 652.5 4.9 249.1 15.1
2019 709.8 8.8 270.1 8.4
2020 761.1 7.2 290.0 7.4
2021 823.3 8.2 369.6 27.4
2022 845.2 2.7 327.9 -11.3

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)

Merck & Co. Inc.

Market Share: 7.8%

  Founded in 1970, Merck & Co. Inc. (Merck) is a global healthcare company that includes a product portfolio of
prescription medicines, vaccines, biologic therapies, animal health and consumer care products. The company has
74,000 employees worldwide and reported earning $64.3 billion in total revenue in 2020 (latest data available).
Merck operates across four primary business segments, which include the pharmaceutical, animal health,
healthcare services and alliances segments, though only the company's pharmaceutical segment is industry
relevant. Some of the brand-name pharmaceuticals that are manufactured by Merck include Januvia, Zetia,
Remicade, Gardasil, Janumet, Isentress, Vytorin, Nasonex, ProQuad and Singulair. The company has focused on
developing pharmaceuticals to address key therapeutic areas that cater to unmet medical needs over the five years
to 2022. In particular, Merck has focused on diabetes, acute hospital care, vaccines and oncology.

Prior to the current period, Merck initiated global restructuring programs to streamline operational costs. In particular,
the company has streamlined its sales, administrative and headquarter organizations and closed some
manufacturing and research and development sites. Overall, Merck's restructuring efforts have recently been
completed, but have resulted in the elimination of more than 40,000 positions worldwide. In February 2014, the
company's Grastek drug received regulatory approval in Canada, which will likely spur industry-relevant growth over
the five years to 2027. However, Merck has simultaneously contended with low demand for Victrelis, an oral
medicine that treats chronic hepatitis C, due to many downstream healthcare providers delaying patient treatments
in anticipation of new therapeutic options entering the market. Further cutting into industry-relevant revenue growth,
the company has also grappled with mounting generic competition as many of its brand-name drug patents have
expired, which has hampered demand for Merck's ophthalmologic products specifically. In 2019, Merck's patents for
Emend expired, along with the company's patent for Noxafil; Emend is an antiemetic used to prevent nausea and
vomiting as a result of surgery or chemotherapy, while Noxafil is used in the treatment of fungal infections. Merck's
patent for its method of manufacturing Vaxelis expired in 2020, a vaccine that prevents diphtheria, tetanus,
pertussis, poliomyelitis, hepatitis B and invasive disease due to Haemophilus influenzae type B.
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Financial performance

Merck's industry-relevant revenue has increased an annualized 3.2% to $747.4 million over the five years to 2022.
Further, Merck's operating profit, defined as earnings before interest and taxes, is forecast to expand more quickly,
growing an annualized 9.7% to $164.8 million over the five years to 2022. This may be in response to its COVID-19
antiviral pill, which is used to prevent severe disease in high-risk individuals. Although the company's restructuring
activities will likely poise Merck for growth in the long term, the company has still grappled with short-term costs
during the period, primarily due to its patent expirations. Moreover, robust competition from generic drug makers has
hampered more profound industry-relevant revenue growth over the past five years and will likely continue to pose a
threat to industry operations over the five years to 2027. To this end, Merck is set to endure a series of patent cliffs
over the next five years that may hinder its operating profit growth.

 
Merck & Co. Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 639.1 N/C 103.9 N/C
2018 680.4 6.5 140.0 34.7
2019 771.7 13.4 188.9 34.9
2020 802.7 4.0 147.0 -22.2
2021 696.6 -13.2 213.3 45.1
2022 747.4 7.3 164.8 -22.7

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Other Companies Bausch Health Companies Inc.

  Market Share: 0.5%
  Bausch Health Companies Inc. (Bausch Health), previously Valeant Pharmaceuticals International, is a multinational

company that develops and manufactures pharmaceuticals, including branded, generic and branded-generic
pharmaceuticals, in addition to medical devices and over-the-counter products. In particular, the company focuses
on developing drugs in the neurology therapeutic class. The company manufactures Solodyn, Ziana, Acanya and
Atralin, prescription oral antibiotics that treat acne; Wellbutrin XL, a drug that treats both major depressive disorder
(MDD) and seasonal affective disorder (SAD) in adults; and Xenazine, which treats chorea associated with
Huntington's disease, among other products.

The company's industry-relevant manufacturing operations are based in Manitoba and Quebec, with another office
located in Ontario, which is excluded from the company's industry-relevant operations. Prior to the five years to
2022, the company acquired Dermik, a dermatological unit of Sanofi SA in the United States and Canada, which has
since bolstered revenue in line with brand-name dermatological drug sales. Due to this acquisition, the company has
rights to Sculptra and Sculptra Aesthetic, injectables that help gradually replace lost collagen. Bausch Health is
expected to generate $43.2 million in industry-relevant revenue in 2022, representing a market share of 0.5%.
However, the company's industry-relevant revenue is projected to drop 10.3% in 2020 due to the COVID-19
(coronavirus) pandemic.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Brand-Name Pharmaceutical Manufacturing industry in
Canada is characterized by a moderate to high level of
capital intensity. For every $1.00 spent on labour,
operators are expected to spend $0.23 on capital in 2022,
up from $0.17 in 2017. Pharmaceutical companies typically
require laboratories, facilities, manufacturing machinery, in
addition to other technology and equipment, which all add
to operators' capital costs. However, capital expenditures
have been constrained from experiencing further and more
robust increases due to many small, brand-name
pharmaceutical companies, particularly biopharmaceutical
companies, forming alliances, partnerships and licensing
deals with larger pharmaceutical companies. This trend
has effectively enabled small biopharmaceutical companies
to externalize their research and development (R&D)
facilities, thus sharing fixed operational costs with larger,
global pharmaceutical companies.

Comparatively, the industry still requires highly skilled
employees to provide R&D services and assist with drug
development in the preclinical phase, phase I and phase II
processes. Wages have decreased slightly as a share of
industry revenue over the five years to 2022, which can be
attributed to many pharmaceutical companies responding
to patent cliffs by investing heavily in R&D. Still, since
depreciation has grown over the past five years, the
reduction in wages has consequently been unable to
stymie rising levels of capital intensity, contributing to the
industry's increase in capital intensity in recent years.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

Potential A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Low Ease of Entry Unlikely A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Very High Rate of Entry Very Likely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Very Low Market
Concentration

Very
Unlikely

A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The Brand-Name Pharmaceutical Manufacturing industry in Canada is
primarily exposed to technological disruptions from advancements in the
Generic Pharmaceutical Manufacturing industry in Canada (IBISWorld report
32541bCA).

Since these products directly compete with brand-name pharmaceuticals that target the same health conditions, any
improvements regarding the efficiency of manufacturing or the innovation of generic pharmaceuticals can thereby directly
disrupt the domestic industry by shifting demand from one drug to another. The industry's brand-name drugs are protected
by patents, but eventually these drugs will become generic as technological advancements produce new products or the
patent is not renovated. This can hurt the industry in the long run if these drugs cannot seriously be improved, since generic
manufacturers would be able to replicate them and drive down their prices. Moreover, general technological developments
that promote healthy lifestyles or address certain pains or medical needs have the potential to disrupt the industry in the
long term as certain drugs become replaced with medical services or demand declines as people become healthier.

The level of technology change is    High

  Biologic drug production
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In the Canadian Brand-Name Pharmaceutical Manufacturing industry, the most
recent developments in pharmaceutical technology have been the advent and
subsequent evolution of biologic pharmaceuticals.

Biologic drugs are manufactured in living organisms to produce proteins to treat various diseases, typically by genetically
modifying cell constructs or cell lines. Biologic manufacturers use DNA technology to insert or remove genes within a living
cell or via a vector, such as a virus. Overall, the biologic drug production process is usually tailored to manufacture a
specific medicine, thus requiring quality systems, expertise and high operational costs. Minor changes in the production
process may result in changes to the cell structure, stability or affect quality. As a result, slight manufacturing changes can
change the drug's safety, efficacy and shelf life. The advent of human genome mapping has led to breakthroughs in
biotechnology research, including therapies, such as stem cell and gene therapy. Essentially, while the industry has
typically thrived on inorganic chemical drugs, the newest medicines have been biologic due to their increased efficacy.

Good manufacturing practices

In line with regulations from Health Canada, industry operators must adhere to
Good Manufacturing Practices (GMPs).

GMPs provide quality assurance for pharmaceuticals by ensuring that drugs are consistently produced and controlled.
Additionally, manufacturers must comply with regulations related to fabrication, packaging, labelling, testing, distribution
and importation of industry products. Furthermore, industry operators must have samples of raw materials, packaging
materials, colouring dyes, flavouring liquids and proof of testing methods in addition to records that demonstrate that all
sampling, inspecting and testing procedures were carried out. Other regulations pertaining to the manufacturing process
include making all equipment that comes into contact with raw materials either removable or accessible to cleaning.
Furthermore, areas that come into contact with raw materials must be made of a material that is nontoxic and corrosion-
resistant, in addition to nonreactive to the drug being fabricated or packaged.

Revenue
Volatility

The level of volatility is    Medium

  The Brand-Name Pharmaceutical Manufacturing industry in Canada exhibits
low to moderate revenue volatility.

Overall, the ever-looming threat of patent cliffs has added to industry revenue volatility, as many brand-name drugs have
lost their patent exclusivity over the five years to 2022. Furthermore, a slowdown in new drug approvals in addition to a
longer processing time to access public formularies has resulted in a slowdown or decline in industry revenue during the
period. Plus, rising generic usage rates, due to more payers implementing policies that favour generic drug usage, have
added to revenue volatility over the five years to 2022. For example, many provinces and territories have slashed generic
drug prices to drive generic drug usage rates, thus hampering industry revenue. Industry revenue has grown as much as
8.0% in 2020 amid the COVID-19 (coronavirus) pandemic and has declined as much as 4.2% in 2018, with industry
revenue fluctuating an average of 4.7% over the five years to 2022.
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Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

FOODS AND DRUGS ACT

The Brand-Name Pharmaceutical Manufacturing industry in Canada
experiences heavy regulation.

Under the country's Foods and Drugs Act, Health Canada assesses and monitors the safety and efficacy of all drugs that
are marketed in Canada, including the prescription drugs, nonprescription drugs and other over-the-counter products that
are produced by the industry. Further, the Foods and Drugs Act enables regulators to review clinical trial applications, in
addition to evaluating and enforcing drug markers' clinical trial activities. Also, Health Canada reviews drug submissions
from manufacturers for market authorization and changes after the drug has already reached the market, in addition to
communicating safety risk to healthcare professionals and the public.

HEALTH CANADA

Drug manufacturers that produce biologic drugs must have sufficient
scientific evidence demonstrating that the drug is safe, efficacious and of
suitable quality prior to filing for approval.

Additionally, biologic drugs must also have more detailed chemical ingredient and production information compared with
other types of drugs, so as to properly ensure the drug's purity and quality. For the New Drug Submission process,
manufacturers of biologic drugs must provide Product Specific Facility Information, which outlines the manufacturing
process in full detail, in addition to complying with on-site inspections, which are referred to as On-Site Evaluations. Once
the product in question complies with the necessary safety, efficacy and quality claims, the biologic company will be issued
a Notice of Compliance and a Drug Identification Number.

Additionally, the industry is subject to regulations from the Health Products and Food Branch Inspectorate for inspections
and investigations of clinical trials. These regulations have integrated the regulations of Good Clinical Practices described
by the International Conference on Harmonization. Furthermore, industry operators are subject to Good Manufacturing
Practices (GMPs), which ensure that drugs are consistently produced and controlled to meet quality standards. GMP
requirements apply to all establishments that fabricate, package, label, distribute, import, wholesale or test a drug in
Canada.

PATENTED MEDICINE PRICES REVIEW BOARD (PMPRB)

Established in 1987, the Patented Medicine Prices Review Board (PMPRB) is a
quasi-judicial body that ensures that the prices that drug markers charge for
their patented drugs are not excessive.

Further, the PMPRB reports all pharmaceutical trends, including medicines in an operator's drug pipeline and research and
development spending by drug makers that have patents to advocate on behalf of Canadians regulate industry operators.

THE NATIONAL DRUG PRESCRIPTION UTILIZATION INFORMATION SYSTEM (NDPUIS)

The National Drug Prescription Utilization Information System (NDPUIS)
analyzes drug usage, prices and cost plans throughout Canada to provide
information for drug plan policy decision making at the federal, provincial and
territorial government levels.

In 2005, the Health Ministers enabled the PMPRB to examine nonpatented drug prices, which are included in the NDPUIS
database.

COVID-19

Industry operators also must ensure that they and their employees abide by
rules and regulations related to the COVID-19 (coronavirus) pandemic.

These include capacity restrictions in company buildings, mask mandates for employees and testing or vaccine
requirements, among other safety measures.
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Industry
Assistance

The level of industry assistance is    High and the trend is Steady

The Brand-Name Pharmaceutical Manufacturing industry in Canada is
characterized by a high level of government assistance at the provincial,
territorial and governmental levels in the form of subsidies.

At the federal level, the industry has access to numerous subsidies in the form of grants, programs and other forms of
funding. For example, industry operators may access Applied Research and Development (ARD) grants through the
Natural Sciences and Engineering Research Council of Canada (NSERC), which may cover costs for equipment.

Moreover, the Canada Foundation for Innovation (CFI), founded in 1997, supports research and development (R&D) in
Canada and also forms a network between universities, research hospitals and nonprofit research institutions. The Going
Global Innovation (GGI), which is a program from the Foreign Affairs and International Trade Commissioner Service,
supports international R&D partnerships for start-up companies. The Scientific Research and Experimental Development
(SR&ED) Tax Incentive Program provides tax credits to companies that perform scientific research or experimental
development in Canada. At the provincial and territorial levels, some areas have provided tax credits for companies that
conduct R&D in their province or territory. For example, Quebec has a refundable tax credit for R&D wages for companies
that have R&D facilities in the province. Ultimately, however, the bulk of federal and provincial funding is generally directed
toward generics manufacturers, as these manufacturers (which do not fall within the purview of this industry) garner
government contracts and substantial revenue streams from sales to citizens with public drug plans. For more information
on generic drug manufacturers, refer to IBISWorld report 32541bCA.

Outside of governmental assistance, industry operators can also seek out trade organizations for their business needs. For
example, Innovative Medicines Canada is an organization that represents over 40 industry companies of varying sizes. The
organization produces industry-relevant publications and research papers in addition to drug plan price forecasts. The
organization primarily focuses on advancing the industry's interests through its lobbying efforts while providing businesses
with a platform to voice their concerns.

COVID-19

As a result of the COVID-19 (coronavirus) pandemic, an investment of up to $173.0 million was announced through the
Strategic Innovation Fund (SIF) to support the Canadian response to finding a vaccine for the novel coronavirus in October
2020. Moreover, the project will establish a vaccine and antibody production facility in further support of these efforts.
Lastly, the federal government has recently signed agreements with various industry manufacturers to secure doses of the
manufacturers' vaccine candidates should the clinical trials prove successful. As of January 27, 2022, more than 92.8
million doses had been distributed across Canada, while more than 80.0% of Canadians have received at least one dose.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total
healthcare

expenditure
($b)

2013 6,869 2,394 295 275 17,723 4,049 9,955 1,264 12,775 142
2014 7,862 2,682 308 277 20,058 5,461 10,821 1,403 13,222 144
2015 8,048 3,071 341 299 18,699 7,129 12,288 1,456 13,208 148
2016 8,339 3,110 348 312 18,190 7,208 12,311 1,483 13,441 153
2017 8,504 2,832 374 334 19,543 5,733 12,431 1,567 15,203 156
2018 8,151 2,884 380 339 18,363 6,816 13,006 1,467 14,341 159
2019 8,278 2,748 370 343 17,703 7,166 13,764 1,471 14,875 162
2020 8,939 1,811 395 367 18,624 7,637 14,771 1,546 16,074 151
2021 9,295 2,825 396 373 19,109 6,319 15,905 1,591 18,882 156
2022 9,530 2,845 409 385 19,501 6,495 15,967 1,625 19,002 166
2023 9,636 2,861 417 394 19,739 6,584 15,795 1,644 18,847 170
2024 9,712 2,888 425 402 19,957 6,649 15,658 1,661 18,721 172
2025 9,798 2,923 431 408 20,137 6,721 15,539 1,676 18,616 174
2026 9,921 2,963 438 415 20,408 6,819 15,477 1,699 18,578 176
2027 10,046 3,003 447 424 20,728 6,919 15,415 1,724 18,542 178

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total
healthcare

expenditure
(%)

2013 -6.49 3.77 9.25 5.36 -5.87 7.90 2.20 -7.45 -4.19 0.28
2014 14.4 12.0 4.40 0.72 13.2 34.9 8.70 11.0 3.50 1.19
2015 2.37 14.5 10.7 7.94 -6.78 30.5 13.6 3.80 -0.11 2.91
2016 3.60 1.26 2.05 4.34 -2.73 1.11 0.18 1.81 1.77 3.30
2017 1.98 -8.93 7.47 7.05 7.43 -20.5 0.97 5.69 13.1 1.63
2018 -4.16 1.82 1.60 1.49 -6.04 18.9 4.62 -6.42 -5.67 2.12
2019 1.56 -4.72 -2.64 1.17 -3.60 5.14 5.82 0.31 3.73 2.14
2020 7.98 -34.1 6.75 6.99 5.20 6.56 7.32 5.08 8.06 -6.79
2021 3.98 56.0 0.25 1.63 2.60 -17.3 7.67 2.88 17.5 3.24
2022 2.52 0.70 3.28 3.21 2.05 2.78 0.38 2.14 0.64 6.21
2023 1.11 0.54 1.95 2.33 1.22 1.37 -1.08 1.19 -0.82 2.35
2024 0.78 0.96 1.91 2.03 1.10 0.98 -0.87 1.03 -0.67 1.29
2025 0.88 1.21 1.41 1.49 0.90 1.09 -0.76 0.90 -0.56 1.22
2026 1.25 1.35 1.62 1.71 1.34 1.45 -0.41 1.32 -0.20 1.14
2027 1.26 1.35 2.05 2.16 1.56 1.46 -0.40 1.50 -0.20 1.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2013 34.9 77.9 58.9 388 18.4 60.1 71,303
2014 34.1 81.8 69.5 392 17.8 65.1 69,942
2015 38.2 93.0 88.6 430 18.1 54.8 77,881
2016 37.3 91.6 86.4 458 17.8 52.3 81,517
2017 33.3 81.8 67.4 435 18.4 52.3 80,198
2018 35.4 90.7 83.6 444 18.0 48.3 79,873
2019 33.2 92.5 86.6 468 17.8 47.8 83,110
2020 20.3 91.9 85.4 480 17.3 47.1 83,017
2021 30.4 84.2 68.0 486 17.1 48.3 83,243
2022 29.9 84.0 68.1 489 17.1 47.7 83,324
2023 29.7 83.8 68.3 488 17.1 47.3 83,302
2024 29.7 83.6 68.5 487 17.1 47.0 83,249
2025 29.8 83.5 68.6 487 17.1 46.7 83,250
2026 29.9 83.3 68.7 486 17.1 46.6 83,232
2027 29.9 83.1 68.9 485 17.2 46.4 83,182

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

Canadian Agency for Drugs and Technologies in Health
http://www.cadth.ca

Health Canada
http://www.hc-sc.gc.ca

Patented Medicine Prices Review Board
http://www.pmprb-cepmb.gc.ca

Industry Jargon BIOLOGIC
A drug made from large-molecule living matter, as opposed to small-molecule chemicals.

BIOSIMILAR
A drug derived from living organisms and marketed after the patent expiration of similar therapies. Also known as
flow-on biologics or biogenerics.

BLOCKBUSTER DRUG
A drug that generates annual sales of more than $1.0 billion.

PATENT CLIFF
The period when numerous patents on blockbuster drugs are set to expire.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
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than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
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purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
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