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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:

· The international production of generic pharmaceuticals is likely to be affected due to the COVID-19 (coronavirus)
pandemic, influcencing the industry's international trade activity. For more detail, please see the International Trade
chapter.

· Industry operators in the Canadian Generic Pharmaceutical Manufacturing industry may experience short-term
supply chain disruptions as a result of volatile economic conditions. For more detail, please see the Industry Outlook
chapter.

· Overall industry growth is anticipated to remain robust in 2021 as demand conditions recover as uncertainty
concerning the virus is mitigated and vaccine distribution expands. For more detail, see the Current Performance
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 Generic Pharmaceutical Manufacturing industry in Canada develops prescription and over-the-counter drug

products that are used to prevent or treat illnesses in humans or animals. Generic drugs are produced and
distributed without patent protection, and industry operators are not significantly engaged in the research and
development of new drugs. The industry does not include manufacturers of nutritional supplements or cosmetic
beauty products.

Major Players Apotex

Novartis AG

Teva

Pharmascience Inc.

Main Activities The primary activities of this industry are:

Gaining regulatory approval for generic drugs

Developing and producing generic drugs

Marketing and distributing generic drugs

The major products and services in this industry are:

Nervous system and cardiovascular system

Antineoplastic and immunomodulating agents

Alimentary tract and metabolism

Respiratory system and sensory organs

Anti-infectives and blood drugs

Musculoskeletal system

Genitourinary system and hormones

Other
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Supply Chain

SIMILAR INDUSTRIES

Brand-Name Pharmaceutical
Manufacturing in Canada

Cosmetic & Beauty Product
Manufacturing in Canada

Scientific Research &
Development in Canada

Biotechnology in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Pharmaceuticals &
Medicine Manufacturing

Generic Pharmaceutical
Manufacturing in the US

Medical and Scientific Equipment
Wholesaling in Australia
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Industry at a Glance
Key Statistics

$5.7bn
Revenue

Annual Growth

2016–2021

2.5%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

 

$730.0m
Profit

Annual Growth

2016–2021

-2.4%

  Annual Growth

2016–2021

 

12.8%
Profit Margin

Annual Growth

2016–2021

-3.6pp

  Annual Growth

2016–2021

 

234
Businesses

Annual Growth

2016–2021

5.9%

Annual Growth

2021–2026

3.9%

Annual Growth

2016–2026

 

13,617
Employment

Annual Growth

2016–2021

3.0%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

 

$1.0bn
Wages

Annual Growth

2016–2021

4.2%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.4%
Research and development
expenditure

0.4%
Total health expenditure

1.5%
Canadian effective exchange rate
index

3.7%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Barriers to Entry

High / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 Recent regulatory controls on generic drug prices have been
an obstacle for operators

 Wages will likely increase even faster as robust growth
enables companies to invest in highly paid employees

 Exports have fluctuated in recent years, but are overall
anticipated to rise

 Industry profit is expected to decline as operators contend
with increased competition

 Employment growth will likely be slightly offset by the hiring
of contractors and temporary employees

 Demand in export markets and competition from foreign
producers are both expected to increase

 Many provinces and territories have set more stringent price
caps for generic drugs
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Growth Life Cycle Stage

  High Profit vs. Sector Average

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  High Imports

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Total health expenditure
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Executive Summary Take one: More generic drugs are expected to enter the market, boosting
industry revenue

Over the five years to 2021, the generic prescriptions produced by the Generic Pharmaceutical Manufacturing
industry in Canada have accounted for a larger share of total drug prescriptions dispensed by volume. According to
2019 data from the Patented Medicine Prices Review Board (latest data available), average generic drug prices in
Canada have declined 60.0% compared to 2007 price levels, although generic drug prices have stabilized in more
recent years. To cut healthcare costs, many provinces and territories have set more stringent price caps for generic
drugs, effectively preventing generics from exceeding a set share of the brand-name drug equivalent's price.

Still, robust generic drug usage rates have buoyed industry demand, offsetting the influence of compressed drug
prices. The COVID-19 (coronavirus) pandemic led to a drop in health care expenditure as elective procedures and
other non-urgent treatments were delayed due to the risks and uncertain outlook created by the spread of the virus.
Given the relatively inelastic demand for certain prescription medicines, industry revenue is expected to have only
dropped moderately due to the aforementioned disruptions. Despite having a universal health insurance system,
universal coverage does not exist for prescription drugs in Canada, which are instead paid for through employer
sponsored drug plans. However, the relatively lower prices of generics have contributed to high levels of spending
on generics. Industry revenue is expected to grow at an annualized rate of 2.5% to $5.7 billion over the five years to
2021, including revenue growth of 2.7% in 2021 alone. However, industry profit, measured as earnings before
interest and taxes, is anticipated to fall from 16.4% of revenue in 2016 to 12.8% in 2021 as price regulation and
competition compress bottom lines.

Over the five years to 2026, federal regulations for generic drug prices will likely remain stringent, ultimately
dampening industry performance. However, as branded drugs lose their patent exclusivity, more generic drugs are
expected to enter the market, partially offsetting any hindrances and boosting industry revenue. Accordingly,
industry revenue is forecast to grow an annualized 2.0% to $6.3 billion over the five years to 2026. Overall
consolidation will likely produce larger generic manufacturers that have the operational efficiencies required to
remain competitive in a challenging operating environment.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure measures the aggregate level of annual public and private spending on healthcare in
Canada. As Canada's population becomes increasingly older and the improving economy enables individuals and
institutions to spend more money on healthcare needs, total health expenditure in Canada will likely increase, as will
demand for all pharmaceutical products, including generic drugs. Total health expenditure is expected to increase in
2021, representing a potential opportunity for the industry.

 

Research and development expenditure

Generic pharmaceutical manufacturers invest in research and development (R&D) both to quickly bring new off-
patent drugs to market and to develop new drug delivery systems, such as injectables, transdermal delivery and
gels. When the total level of public and private spending on R&D in Canada increases, new generic drugs and drug
delivery technologies will likely stimulate market demand, driving industry growth. R&D expenditure in Canada is
expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the relative strength of the Canadian dollar
compared with the country's major trading partners. When the CEER index decreases, the Canadian dollar is
depreciating and exports will become relatively more attractive to overseas buyers, while imported products will
become less competitive in the domestic market. The CEER index is expected to increase in 2021, posing a
potential threat to the industry.

 

Number of adults aged 65 and older

Adults aged 65 and older are more likely to demand healthcare, including pharmaceutical preparations, due to the
incidence of age-related medical conditions. This, in turn, benefits the industry. The number of adults aged 65 and
older is expected to grow in 2021.
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Current
Performance

Domestic demand for generic pharmaceutical products, or chemical
equivalents of brand-name drugs, has been consistently high over the five
years to 2021, benefiting the Generic Pharmaceutical Manufacturing
industry in Canada.

Total health expenditure, which can be used as a proxy for demand for pharmaceuticals, has risen during the
current period, spurred by demographic growth, particularly the elderly population, since older adults require more
medical care and pharmaceuticals to address the inevitable ailments of senescence. A sharp drop in total health
expenditure occurred in 2020 as a result of the COVID-19 (coronavirus) pandemic's role in delaying elective medical
procedures. However, given the relatively inelastic demand for prescription medications, demand for industry
products is anticipated to have experienced a relatively moderate decrease. As pandemic mitigation in the form of
vaccination and safety protocols take hold, demand for generic pharmaceuticals is expected to recover. As a result,
industry revenue is projected to increase an annualized 2.5% to $5.7 billion over the five years to 2021, including
expected growth of 2.7% in 2021 alone.

According to the Canadian Generic Pharmaceutical Association, generic drugs accounted for 73.0% of total
prescription volumes and 19.7% of total prescription drug sales in 2020 (latest data available). Low prices are the
primary selling point for generic drugs, enticing healthcare professionals and consumers alike away from pricier
brand-name alternatives and contributing to the aforementioned disparity between the proportion of generic drugs by
volume and sales. However, recent regulatory controls on generic drug prices at the federal level have been an
obstacle for operators, spurring rampant merger activity to cut costs among the industry's largest players.
Accordingly, as a result of these dynamics, industry profit, measured as earnings before interest and taxes, has
decreased as a result, falling from 16.4% of revenue in 2016 to a projected 12.8% of revenue in 2021.

HIGH DEMAND, PRICING PRESSURES

Generic drugs offer customers the benefit of equivalence with traditional
brand-name drugs while carrying significantly lower price tags.

According to the latest data available from the Patented Medicine Prices Review Board (PMPRB), the national
regulatory body for pharmaceutical pricing in Canada, generic prices are typically between 25.0% and 50.0% lower
than the brand-name equivalent. In some cases, the discount is even higher. Still, to cut healthcare costs, some
provinces have set increasingly stringent price requirements for generics. Currently, generic prices are limited to
25.0% to 40.0% of the brand-name equivalent's price, with some provinces setting stricter price requirements.
Overall, the Council of the Federation of provincial and territorial premiers, which also established the pan-Canadian
Pharmaceutical Alliance, has established nationwide pricing standards for generic drugs.

Between 2011 and 2012, other Canadian jurisdictions followed Ontario's example and imposed a wide range of
reimbursement reductions on generic pharmaceutical products. According to the latest data available from the
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PMPRB, Ontario's implementation of the Value Price Initiative lowered generic prices to between 18.0% and 25.0%
of brand-name drug prices for six of the most commonly prescribed generics. By 2013, prior to the beginning of the
period, all provinces and territories had adopted this pricing model except for Quebec. This new pricing strategy was
a significant decrease from the 75.0% reimbursement offered by provinces beforehand. Beginning in April 2018, the
Canadian Generic Pharmaceutical Association and the pan-Canadian Pharmaceutical Alliance cemented a deal
between federal, provincial and territorial governments that would lower the prices of 70 of the most commonly
prescribed generic drugs 40.0% over the coming years. Although these efforts have made a significant difference to
the financial well-being of provincial governments, healthcare facilities and consumers, the effect across the industry
has been sobering: industry growth and profit has been compressed in addition to generic drugs' share of total
pharmaceutical sales having fallen since the introduction of these policies.

Still, in 2016, industry revenue grew a healthy 7.2%, driven by more specialty drugs losing their patent exclusivity,
permitting more generic drugs to inundate the market, bolstered by continually high sales volumes despite price
declines. With this environment of overall growth, the number of industry enterprises is expected to grow an
annualized 5.9% to 234 operators over the five years to 2021, as more generic drug manufacturers continue to enter
the industry to cater to niche markets, such as therapeutic classes that have a lower level of market saturation. For
example, major player Apotex Inc. is a key provider of specialty hyperimmune drugs. At the same time, incumbent
operators have engaged in merger and acquisition (M&A) activity to strengthen their focus on key therapeutic areas,
such as oncology and immunology. Accordingly, industry employment is also expected to grow, rising an annualized
3.0% to 13,617 employees over the five years to 2021. Wages are expected to increase even faster as robust
growth enables companies to invest in highly paid, specialized employees, such as research scientists, which is
expected to boost the industry's average wage during the period.

Recent growth can be partially attributed to the patent expirations of biologic drugs, which encourage the production
of biosimilars. Distinct from generics, these drugs have characterized a major transition in pharmaceutical
manufacturing and development given the complexity of this segment. With the growing efficacy and popularity of
biosimilars and the expiration of patent protections of pioneer biologics in Canada, this segment of the industry has
boosted revenue over the past five years.

INTERNATIONAL MARKETS

Canadian manufacturers have consistently relied on international markets
as revenue generators, with exports making up 78.1% of industry revenue
in 2021.

Exports have fluctuated in recent years, but are overall anticipated to rise an annualized 0.5% to $4.5 billion over the
five years to 2021. This increase has been driven by robust demand for generic drugs, primarily from US
consumers, as well as the relative weakness of the loonie during the majority of the period, thus making domestic
goods more attractive in foreign markets. However, the Prescription Drug Marketing Act of 1987 makes it illegal for
consumers in the United States to purchase foreign prescription drugs from companies and pharmacies other than
the original drug manufacturer, inhibiting higher growth in this market segment.

Imports, which satisfy an estimated 89.4% of domestic demand in 2021, are anticipated to increase an annualized
7.4% to $10.6 billion over the five years to 2021. In particular, manufacturers have imported input commodities, such
as active pharmaceutical ingredients, from globally based manufacturers. Plus, many popular generic drugs are not
manufactured domestically, which means that import competition will likely remain high. However, the COVID-19
(coronavirus) pandemic will continue affect international trade in the short run, for both imports and exports, by way
of manufacturing slowdowns and supply chain disruptions. Challenges remain for policymakers regarding how to
best manage potential drug shortages given many crucial medicines are produced outside of the country.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

($b)
2012 4,737 1,398 186 145 12,975 2,420 6,281 773 8,598 162
2013 4,162 1,385 191 151 11,102 2,453 6,031 684 7,740 159
2014 4,925 1,617 206 163 12,570 3,421 6,779 800 8,282 158
2015 4,695 1,729 213 166 11,657 4,158 7,168 767 7,704 164
2016 5,031 1,814 224 176 11,727 4,349 7,427 814 8,109 168
2017 4,982 1,609 234 187 12,235 3,358 7,282 856 8,906 167
2018 5,294 1,835 264 211 12,761 4,427 8,447 904 9,315 167
2019 5,686 1,864 273 218 13,307 4,940 9,487 982 10,233 168
2020 5,554 1,917 280 224 13,212 4,879 9,452 972 10,127 156
2021 5,703 1,929 293 234 13,617 4,452 10,597 1,001 11,849 156
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Industry Outlook
Outlook Over the five years to 2026, the Generic Pharmaceutical Manufacturing

industry in Canada is expected to continue along its path of growth,
driven by a continued uptick in total health expenditures.

Significantly, a new wave of patent expirations and the growing market for biologic and biosimilar drugs are
expected to spur demand for new industry products, sustaining revenue expansion in upcoming years. The industry
will likely expand to meet this demand, with new companies increasingly attracted to the industry's new markets and
moderate market saturation. The COVID-19 (coronavirus) pandemic's disruptions to supply chains remains a
potential obstacle to industry operators. However, progress is expected to be made in minimizing such hurdles
operators adapt and vaccine distribution expands.

Accordingly, industry revenue is forecast to grow at an annualized rate of 2.0% to $6.3 billion over the five years to
2026. However, industry profit is expected to decline as operators contend with increased competition. A potential
rise in pricing regulations may set more stringent price caps for generic drug prices, with generics not being able to
exceed a set percentage of brand-name drug prices, which could also potentially erode operating income in the
years ahead. Beginning in April 2018, the Canadian Generic Pharmaceutical Association and the pan-Canadian
Pharmaceutical Alliance cemented a deal between the federal, provincial and territorial governments of Canada that
would lower the prices of 70 of the most commonly prescribed generic drugs 40.0% over several years, contributing
to a weaker outlook concerning profitability.

NEW PRODUCTS AND NEW DEMAND

Numerous patent expirations sent a shock across the global
pharmaceutical sector as numerous high-profile drugs lost their patent
protection over the five years to 2021, opening manufacturers up to
competition from industry producers of generic bioequivalents.

In particular, some key drugs are expected to lose their patent exclusivity in the upcoming years, including Lucentis,
Humira, Keytruda, Revlimid and Eliquis, paving the way for the generics manufactured by the domestic industry.

However, biosimilars experience some unique hurdles in their attempt at being rapidly adopted by consumers and
dispensed by healthcare providers. In Canada, biosimilars are not considered bioequivalent to biologic drugs,
meaning that pharmacies do not automatically consider biosimilars to be interchangeable with biologic drugs. As a
result, physicians have autonomy in determining whether they dispense generic biosimilars or branded biologics to
their patients, likely limiting the volume of biosimilar drugs dispensed compared with the potential usage rate of
these treatments. Still, biosimilars provide a lower-cost treatment option compared with biologics, likely maintaining
robust demand for biosimilars despite this pressure.

Nevertheless, biologic drugs are generally more difficult to produce than traditional chemically produced
pharmaceuticals. Reflecting the higher time and expenses required to manufacture products in this segment and
throughout the growing industry, wages are expected to increase at an annualized rate of 2.4% to $1.1 billion over
the five years to 2026, as companies offer competitive wages to hire and retain skilled research and development
personnel. Many of the workers these companies will seek to entice, such as biochemists, have high degrees of
expertise and education, which already generally enable them to demand high salaries. Nonetheless, this growth will
likely be slightly offset by the increasing tendency of operators to hire contractors and temporary employees,
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keeping the industry's average wage stagnant over the next five years.

CHANGING DEMAND, CHANGING LANDSCAPE

As the industry becomes increasingly able to offer more generic versions
of popular biologic and chemical pharmaceutical preparations, demand in
export markets and competition from foreign producers are both expected
to increase as well.

Accordingly, exports are expected to grow at an annualized rate of 4.0% to $5.4 billion over the five years to 2026
comprising an expected 86.2% of revenue in 2026. Similarly, industry imports are anticipated to rise at an
annualized rate of 2.0% to $11.7 billion during the same period, accounting for 93.1% of domestic demand as the
Canadian market continues to rely on globally based manufacturers for input commodities. However, the industry's
international trade performance remains somewhat uncertain given the potential for further disruptions to shipping
due to pandemic related disturbances. It is likely that demand for preexisting generic drugs may increase worldwide
as countries scramble to contain the spread of the coronavirus within their respective borders. It should be noted
that coronavirus vaccines are not manufactured by industry operators due to patents and a general lack of vaccine
manufacturing capacity.

Growth in the number of industry operators is expected to slow, rising an annualized 3.9% to 283 companies over
the five years to 2026. Key players will likely focus their product portfolios on niche markets (i.e. specific therapeutic
classes or biosimilar pharmaceuticals), solidifying their dominance. For example, industry major player Apotex Inc.
will likely focus on strengthening its portfolio of gastrointestinal, cardiovascular and central nervous system drugs,
whereas Teva Pharmaceutical Industries Ltd. will likely focus on expanding its injectables segment. Yet, new patent
expirations and the anticipated persistence of contract manufacturing business models are expected to encourage
new operators to enter the market. While industry consolidation has been an important aspect of industry operations
among the major players, the anticipated continued rate of growth in enterprises compared with establishment
formation is an indicator of an increasingly fragmented industry with a bifurcation between extremely large and
dominant major players and smaller contract and niche manufacturers.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

 ($b)
2021 5,703 1,929 293 234 13,617 4,452 10,597 1,001 11,849 156
2022 5,833 1,971 304 244 13,949 4,964 10,809 1,025 11,678 159
2023 5,951 2,014 317 254 14,307 5,096 11,025 1,050 11,881 161
2024 6,066 2,054 329 264 14,669 5,209 11,246 1,075 12,103 163
2025 6,181 2,098 341 275 15,029 5,317 11,471 1,101 12,336 165
2026 6,297 2,137 351 283 15,362 5,425 11,700 1,124 12,572 167
2027 6,410 2,173 361 292 15,681 5,534 11,934 1,147 12,810 169
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

New product development is consistent in the industry

Despite consolidation activity, new industry entrants have caused enterprise growth

A high degree of technological change has shaped the industry

The Generic Pharmaceutical Manufacturing industry in Canada is currently in the growth stage of its economic life
cycle, characterized by strong industry entrance and a reliance on technological innovations for demand. Industry
value added (IVA), which measures an industry's contribution to the overall Canadian economy, is expected to rise
at an annualized rate of 1.6% over the 10 years to 2026. Comparatively, Canada's GDP is projected to increase at
an annualized rate of 2.0% during the same period. Although IVA growth that is below to that of the economy in
aggregate is typically indicative of a mature industry, there are other, more salient factors at play that better
designate the Generic Pharmaceutical Manufacturing industry in Canada as a growing industry.

Most importantly, a high degree of technological change has shaped the industry, a principal indicator of a growing
industry. Therefore, IBISWorld expects this high-tech environment to further contribute to industry growth over the
coming years. Biologic and biosimilar drugs are growing in popularity, and as the industry hires more highly skilled
personnel to formulate and produce biosimilars, wages will likely increase and new industry markets are expected to
open, contributing to higher levels of IVA growth in the long run. Moreover, according to 2011 data from IMS Health,
a wave of patent expirations in 2015 put nearly $35.0 billion in sales of brand-name drugs at risk of competition from
generics producers (latest data available). This figure changes every year based on patent expirations, although
2015 represented a large patent cliff. As industry manufacturers rushed to formulate the generic versions of these
previously protected products, a wide variety of new industry products were introduced to the market. New product
development, technological change and the opening of new markets are all characteristics of a growing industry.

However, acquisition activity, a hallmark of a mature industry, has also been prevalent across the industry's broader
landscape in more recent years. Nevertheless, small generic pharmaceutical manufacturers have continued to enter
the industry. Accordingly, the number of industry enterprises is projected to increase at an annualized rate of 4.9%
over the 10 years to 2026, with this increase effectively driven by robust demand for specialty generics. In response,
key industry players have tailored their respective product portfolios to cater to specific therapeutic classes. Thus,
while consolidation activity, which is conducive to mature industries, continues to characterize the industry
landscape when it comes to the industry's topmost major players, robust industry entrance and a sustained
fragmentation of industry operators due to contract manufacturing operations and ongoing research and
development initiatives solidify the industry's growth potential as a whole.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Pharmaceuticals & Pharmacy Supplies Wholesaling in
Canada

Supermarkets & Grocery Stores in Canada

Pharmacies & Drug Stores in Canada

2nd Tier

Consumers in Canada

Emergency & Other Outpatient Care Centres in Canada

Hospitals in Canada

Key Selling Industries
1st Tier

Brand-Name Pharmaceutical Manufacturing in Canada

Soap & Cleaning Compound Manufacturing in Canada

2nd Tier

Chemical Product Manufacturing in Canada

Biotechnology in Canada

Chemical Wholesaling in Canada

Products & Services

  NERVOUS SYSTEM AND CARDIOVASCULAR SYSTEM

Historically, the nervous system and cardiovascular system segment has
accounted for one of the biggest portions of revenue for the Generic
Pharmaceutical Manufacturing industry in Canada.

Nervous system therapies are expected to account for 15.6% of industry revenue in 2021, whereas cardiovascular
system drugs make up an additional 6.6% of total revenue, and combined, account for 22.2% of revenue in 2021.
This segment includes a wide variety of pharmaceutical preparations intended to treat a broad spectrum of
conditions, including, but not limited to, central nervous system disorders, psychological disorders, dementia,
seizures and movement disorders. Anesthesia products and muscle relaxants are also included in this segment, as
are some drugs that are designed to counteract the effects of narcotics and alcohol. Nervous system therapies in
particular are commonly prescribed among people aged 65 and under. According to a 2018 study by the Canadian
Institute for Health Information (CIHI), in 2017, Canadians under the age of 65 accounted for the largest share of
drug program spending in three jurisdictions of Health Canada (Manitoba, British Columbia and the First Nations
and Inuit Health Branch), and these same three regions spent the highest proportion of their provincial
pharmaceutical spending on nervous system therapies (latest data available). This segment's share of industry
revenue has ultimately risen slightly in recent years as the percentage of the population aged 65 and older in
Canada has expanded.

Pharmaceutical products in this segment are designed to target cardiac behaviour, vessel constriction and dilation
and blood volume. Drugs designed to temporarily arrest cardiac activity are also included in this segment, as are
some treatments that are aimed at treating hemorrhages, hemorrhoids and varicose veins. These drugs treat
conditions such as cardiac arrhythmia and hypertension, and also can be used to prevent, treat or avoid congestive
heart failure, myocardial infarction and cerebrovascular spasms. Cardiovascular system therapies are commonly
used to treat age-related conditions. The three Canadian jurisdictions mentioned above spend the lowest proportion
of their total provincial drug spending on cardiovascular therapies.

The total number of Canadians aged 65 and older has grown an annualized 3.6% over the five years to 2021,
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effectively outpacing the growth rate of the national population during the same period and contributing to a higher
median population age overall. This aging of the Canadian population has driven this segment's share of revenue up
over the five years to 2021.

ANTINEOPLASTIC AND IMMUNOMODULATING AGENTS

Antineoplastic agents are any drugs designed to control or kill
neoplasms, more commonly known as tumors.

This category of drugs includes most cancer therapies, including chemotherapy drugs. Immunomodulating agents
are also used to treat cancers and other autoimmune conditions. Collectively, these drugs are expected to account
for 23.5% of industry revenue in 2021. According to data from the Canadian Institute for Health Information (CIHI),
pharmaceutical preparations in this segment make up one-third of all spending on pharmaceutical products that are
dispensed in hospitals. Additionally, data from Statistics Canada indicates that the total number of new cancer
diagnoses in Canada has risen over the past five years, driving increases in demand for antineoplastic and
immunomodulating agents, and in turn, this segment's share of total industry revenue. The growing and aging of the
Canadian population is expected to continue driving growth in this segment over the five years to 2026 as well. Plus,
with no definitive cure for cancer in sight, this segment will likely remain intact as a major source of demand into the
future.

The increase in this product segment over the past five years has been shaped by recent patent expirations. For
example, the patent for the Abiraterone molecule, used to treat pancreatic cancer, expired in 2013 in Canada, but
expired in 2016 in the United States, driving exports of this product to the industry's main export destination and
augmenting domestic revenue opportunities. Since Canada's patent protection expired earlier, the infrastructure to
produce and distribute the generic version of this product was already established, making it easier to penetrate the
US market. Other oncology treatments also suffered the same fate over the current period, a boon to operators that
could take advantage of these patent expirations. Additionally, the boost in revenue from government spending will
likely sustain revenue growth in the future as the domestic Medicare plan continues to cover oncology treatments.

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 for systemic use account for an estimated 9.2% of total
industry revenue, while blood drugs only account for 4.7% in comparison. Together, this segment accounts for
13.9% of revenue in 2021. Most of this segment's revenue is derived from vaccines and other injectable
pharmaceuticals. The increased health consciousness of Canadians coupled with the extensive research in the field
of vaccines and systemic therapies for preventative uses have combined to boost this segment's proportion of
industry revenue over the past five years. Further, a series of patent expirations have opened up this segment's
potential for growth over the five years to 2021, increasing its share of industry revenue.

ALIMENTARY TRACT AND METABOLISM

A wide variety of generic pharmaceutical preparations make up the
remainder of industry revenue, which often remain relatively stable due to
the preponderance of these ailments and their respective treatments.

For example, alimentary tract and metabolism drugs are expected to make up 13.4% of revenue in 2021.

RESPIRATORY SYSTEM AND SENSORY ORGANS AND OTHER

Respiratory system and sensory organs treatments are estimated to
comprise 11.8% of industry revenue in 2021.

Additionally, genitourinary system drugs and hormones are projected to account for 4.1% of revenue in 2021,
followed by musculoskeletal system treatments (3.1%). All other treatments account for the remaining 8.0% of
revenue in 2021, and are scattered among many classifications and subclassifications of pharmaceutical products,
including dermatological medicines and those for rare illnesses.

Demand
Determinants

Socioeconomic and demographic factors, including levels of disease (e.g.

COVID-19) and chronic illness rates, government health policies, pharmaceutical prices, doctors' prescribing
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patterns and consumer usage rates, determine demand for pharmaceutical products made by operators in the
Generic Pharmaceutical Manufacturing industry in Canada. However, demand for generic drugs is also specifically
influenced by the relative demand for competitive branded pharmaceuticals and patent expirations.

The relative price of generics and their brand-name counterparts is a crucial influencer of consumer preference.
Generic drugs are always less expensive than brand-name drugs, but any market factors or regulatory conditions
that keep generic drugs particularly affordable will drive demand for industry products, although it may hurt revenue
in the process by reducing the price received by producers. At the same time, regulatory efforts, such as those
undertaken by the Patented Medicine Prices Review Board, may keep the prices of brand-name drugs low, limiting
demand for generics.

Patent expirations for branded drugs drive demand for industry-produced generics because these drugs tend to
quickly lose market share once less expensive generic versions are on the market following a patent expiration.
According to 2011 data from IMS Health, a wave of patent expirations in 2015 put nearly $35.0 billion in sales of
brand-name drugs at risk of competition from generics producers. While not as lucrative as the patent cliff in 2015,
other patent expirations over the five years to 2020 have bolstered demand for generics domestically and abroad.
Additionally, many pioneer biologics will lose patent protection in upcoming years, boosting potential growth
opportunities for generic biologic and biosimilar pharmaceuticals. This represents an opportunity for the biosimilar
segment of the industry to generate revenue as biologics will experience a patent cliff similar to brand-name
pharmaceuticals over the five years to 2026.

Major Markets

  A combination of final downstream retail outlets and drug dissemination
centres account for the major markets of the Generic Pharmaceutical
Manufacturing industry in Canada.

  However, due to the inconsistent percentage of industry goods that are distributed through a network of wholesalers,
which varies depending on the company, this share is not included. Ultimately, many industry manufacturers
maintain their own distribution network or are partnered with distributors that take on the bulk of their domestic
wholesaling efforts. Accordingly, since nearly all of the industry's downstream demand is satisfied by wholesalers
domestically and abroad, understanding the market in terms of the final destination of pharmaceutical products is a
more fruitful endeavour.

EXPORTS

Exports are expected to account for 78.1% of industry revenue in 2021.

While this percentage has fluctuated over the five years to 2021, it is expected to remain relatively stagnant over the
coming years. A strengthening Canadian dollar over the past five years and has influenced export trends in the
industry. For more information, refer to the International Trade section of this report.

PHARMACIES

Pharmacies and retail drug stores made up 86.7% of pharmaceutical sales
inside of Canada, according to the Patented Medicine Prices Review
Board's figures for 2019 (latest data available), with hospitals and
healthcare facilities accounting for the remaining 13.3%.
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While the aforementioned numbers do not take into consideration international trade, they are a useful barometer of
domestic industry trends overall.

Nonchain pharmacies, including independent pharmacies and banner pharmacies (independents that are affiliated
with a central office and pay royalties for the right to use a recognized name such as I.D.A. or Uniprix), will continue
to comprise a component of the pharmaceutical retailing landscape, comprising only 3.7% of industry revenue in
2021. Although the industry's culture revolves around independent pharmacies, the Canadian Pharmacies and Drug
Stores industry (IBISWorld report 44611CA) has undergone significant consolidation in more recent years, indelibly
shaping that industry's structure. With this consolidation, the potential for the emergence of more chain pharmacies
will likely cut into this market segment's growth over the five years to 2026, as it has also begun to do so during the
current period. However, if more independent pharmacies convert to banners instead of chains, they can benefit
from centralized resources and brand recognition while still maintaining their autonomy, contributing to the
increasing reliance on chain pharmacies for industry demand as opposed to independent ones. Nevertheless,
nonchain pharmacies have remained stable as a share of industry revenue over the past five years.

Chain and banner pharmacies are expected to comprise 12.6% of total revenue in 2021. Although this segment has
increased as a share of revenue over the past five years, its growth is primarily attributable to decline in other
segments, namely that of exports. Chain pharmacies in Canada are categorized as pharmacies that operate four or
more locations under the same company name. In Canada, popular chain pharmacies include Shoppers Drug Mart
and the Jean Coutu Group, among others. While small, independent pharmacies have typically dominated the
landscape of pharmaceutical retailing in Canada when it comes to overall consumer preferences, chain pharmacies
have become more prevalent over the past five years due to consolidation in the retail pharmacy sector.

HEALTHCARE FACILITIES

Healthcare facilities, including clinics, hospitals and institutional
healthcare facilities, such as those found in schools, nursing homes or
prisons, are expected to account for 2.9% of industry revenue in 2021.

These facilities provide pharmaceutical products to patients on an inpatient and/or outpatient basis. Healthcare
facilities' share of total industry revenue has decreased slightly in recent years due to more robust growth regarding
the industry's export market segment. However, the healthcare facilities segment has increased on its own in
absolute terms due to a push on behalf of provincial governments to cut healthcare costs, which has encouraged
healthcare facilities to provide generic pharmaceuticals to their patients, rather than pricier name-brand products.

OTHER

The remaining markets for generic pharmaceuticals are mainly groceries
and mass merchandisers, both of which have been increasing their
product diversity by offering pharmacy services.

Although this segment represents only 2.7% of revenue in 2021, this segment will likely grow in the future as more
grocery stores and mass merchandisers attempt to make their establishments one-stop shops for all consumer
needs, including those that are healthcare-related.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Increasing

International trade is very important to the Generic Pharmaceutical Manufacturing industry in Canada. The
pharmaceutical industry in Canada is well-developed, and the country can rely on its world class universities and
research institutions to bolster the perceived value and quality of its pharmaceutical products in foreign markets.
Moreover, the country has free trade agreements with many foreign countries, limiting barriers to trade, encouraging
exports on relatively affordable generics.

Imports

The total value of imported generic pharmaceutical products sold in the Canadian market has increased over the
five years to 2021. As the Canadian dollar appreciated over the past five years, imported industry products have
become less expensive for domestic consumers in relation to domestic industry products. Domestic demand rose for
imported generic pharmaceuticals, particularly for those coming from the United States, since many important
generic drugs are not manufactured domestically. This produces relatively inelastic demand for some crucial
medicines. As Canadian-based manufacturers have focused on niche specialty segments, such as oncology drugs,
demand for other therapeutic classes and input commodities, such as active pharmaceutical ingredients, has
increased. In the United States and Canada, a series of patent expirations over the past five years spurred the
number of imported generics. Overall, Canadians import a projected 31.4% of generics from the United States,
followed by Germany (12.6%), Switzerland (9.8%) and Ireland (7.3%). Overall, industry imports are projected to
satisfy 89.4% of domestic demand in 2021. Imports are also projected to have increased at an annualized rate of
7.4% to $10.6 billion over the five years to 2021. Moving forward, however, it is uncertain how imports are will fare
due to the disruptions created by COVID-19 (coronavirus) pandemic as a result of supply chain issues due to
shortages, bottlenecks and shipping delays.

Exports

Over the five years to 2021, the Canadian effective exchange rate (CEER) index has risen, rendering Canadian
pharmaceutical products relatively less affordable for foreign buyers. Nonetheless, the total value of Canadian-made
generic pharmaceuticals sold overseas has marginally grown. While export growth has fluctuated over the current
period, increasing an annualized 0.5% to $4.5 billion over the five years to 2021, the industry still operates at a trade
deficit, with demand for imports exceeding industry exports.

According to IMS Health, global downstream demand for specialty drugs in the oncology, autoimmune, antivirals,
immunostimulants, immunosuppressants and multiple sclerosis therapeutic classes has been high, spurring overall
demand for industry exports. In 2021, the United States is estimated to account for 64.6% of total exports, followed
by Japan (7.3%), Italy (5.3%) and China (4.3%). However, similar to industry imports, it is uncertain how exports will
fare both in the short term and in the long run as a result of economic challenges posed by the ongoing coronavirus
pandemic. However, the progress made at the time or writing by United States at mitigating the pandemic is likely to
positively contribute to exporters' performance. Ultimately, exports are estimated to account for 89.4% of industry
revenue in 2021.



Generic Pharmaceutical Manufacturing in Canada August 2021

22 IBISWorld.com

Business
Locations

  Manufacturers, including those in the Generic Pharmaceutical Manufacturing industry in Canada, generally benefit from being
located near their upstream suppliers, downstream customers and access to a network of transportation options. As a result,
relatively remote Canadian provinces, such as Newfoundland, Prince Edward Island and the Northern Territories, are home to
fewer than 2.0% of all industry establishments combined, while the country's two most populous provinces, Ontario and Quebec,
contain just over 70.0% of all generic pharmaceutical manufacturing facilities in 2021.

Ontario

Ontario is the most popular province for industry manufacturers. In 2021, 41.4% of industry establishments are expected to be
located in Ontario. The province is also home to 38.8% of the population, thus making it a desirable location for manufacturers
that want access to downstream retail markets and healthcare facilities, both of which tend to be clustered near major population
centres. Canada's capital city, Ottawa, has also attracted pharmaceutical developers to the province. In addition to attracting a
highly educated, scientifically minded business community that has earned the city the nickname Silicon Valley North, Ottawa is
also a traditional hub of Canada's health and life sciences sector. Industry establishments located in this area have access to a
labour pool of trained research scientists and healthcare professionals.
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Nearly half of all commerce between Canada and the United States, the industry's single-largest international trade partner, goes
through Ontario. Therefore, easy geographic access between Canadian manufacturers and the US market further encourages
generic pharmaceutical manufacturers to establish operations in this province.

Quebec

The second-most populous Canadian province is home to the second-largest number of industry establishments. Quebec
contains nearly 23.0% of the population and 28.7% of industry establishments in 2021. The province contains a wide variety of
healthcare institutions and prestigious universities, particularly around densely populated areas such as Montreal and Quebec
City. Universities including McGill, Concordia and the University of Montreal are world renowned research institutions, and can
provide nearby pharmaceutical developers with university resources and well-trained graduates for research and development
(R&D) support. Quebec is also a major centre of biotechnology and pharmaceutical activity in Canada, as indicated by the
presence of brand-name pharmaceutical giants Pfizer Inc., Novartis AG, Merck & Co. Inc. and Sanofi SA, all of which have
operations in Quebec. This robust medical science environment is further supported by Quebec's provincial government initiatives,
known as strategie quebecoises de la recherche et de l'innovation, or SQRI, which encourage business within the province by
providing incentives such as tax breaks to companies investing in R&D.

Similar to Ontario, Quebec also entices industry manufacturers with its established trade routes to major export markets. In
addition to ground links to New York, Vermont, New Hampshire and Maine, the province is home to the Saint Lawrence Seaway
and the Port of Montreal. Aside from further facilitating trade between Canada and the United States, these waterways provide
access from Quebec to the Atlantic Ocean, making it easy for Quebec-located manufacturers to ship goods to key European
export markets.

Quebec

The second-most populous Canadian province is home to the second-largest number of industry establishments. Quebec
contains nearly 23.0% of the population and 30.0% of industry establishments in 2020. The province contains a wide variety of
healthcare institutions and prestigious universities, particularly around densely populated areas such as Montreal and Quebec
City. Universities including McGill, Concordia and the University of Montreal are world renowned research institutions, and can
provide nearby pharmaceutical developers with university resources and well-trained graduates for research and development
(R&D) support. Quebec is also a major centre of biotechnology and pharmaceutical activity in Canada, as indicated by the
presence of brand-name pharmaceutical giants Pfizer Inc., Novartis AG, Merck & Co. Inc. and Sanofi SA, all of which have
operations in Quebec. This robust medical science environment is further supported by Quebec's provincial government initiatives,
known as strategie quebecoises de la recherche et de l'innovation, or SQRI, which encourage business within the province by
providing incentives such as tax breaks to companies investing in R&D.

Similar to Ontario, Quebec also entices industry manufacturers with its established trade routes to major export markets. In
addition to ground links to New York, Vermont, New Hampshire and Maine, the province is home to the Saint Lawrence Seaway
and the Port of Montreal. Aside from further facilitating trade between Canada and the United States, these waterways provide
access from Quebec to the Atlantic Ocean, making it easy for Quebec-located manufacturers to ship goods to key European
export markets.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

Market share concentration in the Generic Pharmaceutical Manufacturing industry in Canada is medium, with the six
largest industry players generating 57.9% of revenue in 2021. However, while the domestic industry as a whole is
only moderately saturated, market share concentration is significantly more concentrated by therapeutic class. For
example, Apotex Inc. has focused its product portfolio on hyperimmune products, whereas Teva Pharmaceutical
Industries Ltd. focuses on oncology and pain management. Still, over the five years to 2026, more small generic
pharmaceutical companies will likely enter the market to cater to a market niche, such as biosimilar drugs in a
specific therapeutic class. This is evidenced by the proportion of small operations in 2021. According to the
Canadian Business Register, 41.4% of industry establishments are considered nonemploying facilities, limiting the
size and scope of operations at these establishments. Of the employing establishments, 81.5% have a staff of fewer
than 100 people, while 43.1% have fewer than 10 employees. Many of these smaller businesses are expected to be
contract manufacturers that specialize in a particular aspect of the pharmaceutical supply chain. Thus, while the
industry is increasingly consolidating at the top, market share concentration is expected to remain subdued due to
the preponderance of small-scale operations.

Key Success
Factors

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

Undertaking technical research and development:
Industry operators must invest significantly in research and development to be the first to market with generic
versions of drugs that have recently lost patent protection.

Effective cost control:
Manufacturers are subject to competitive and regulatory pricing pressures and must control their costs to achieve
high margins.

Ability to negotiate successfully with regulator:
Industry operators must be able to successfully lobby regulators for the right to produce a previously patented
pharmaceutical preparation.

Ensuring pricing policy is appropriate:
Generic pharmaceutical products are only eligible for government reimbursement if they meet pricing guidelines.
Failing to price products accordingly will likely significantly limit demand.

Ability to quickly adopt new technology:
Technological advancements such as the recent turn to biologic and biosimilar drugs often dictate a generics
manufacturer's ability to effectively compete in the market.

Establishment of export markets:
Generic pharmaceuticals are price regulated in most provinces domestically, making foreign markets the most
lucrative opportunities for generating new and highly profitable revenue streams.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 12.8% of industry revenue in 2021, down from
16.4% in 2016. Profit can vary widely among industry operators based
on their size and the particular products they manufacture. Larger and
multinational industry operators also benefit from economies of scale,
leveraging their internal resources to achieve cost-effective research
and development while taking advantage of established supply and
distribution contracts to avoid supply chain cost pressures on profit. In
contrast, contract manufacturers of generic pharmaceuticals typically
generate less profit since they rely on larger operators for demand. An
influx of new operators over the five years to 2021, in combination with
rising research and development costs during the same five-year
period, has lowered the industry's average profit margin, which is
expected to further decrease, albeit marginally, over the five years to
2026.

 

  Wages

Labour costs, including salaries, hourly wages and benefits, are
expected to account for 17.5% of revenue in 2021, up from 16.2% in
2016. Wage spending is consistently high for the domestic industry due
to the high level of technical expertise needed to formulate
pharmaceutical compounds, often relying on PhD scientists who
command high salaries in the private sector. However, industry
spending on labour is generally lower than it is in the Brand-Name
Pharmaceutical Manufacturing industry in Canada (IBISWorld report
32541aCA), where operators endure even more difficult technical
obstacles for new product development that require larger research
staffs. The industry's average wage has increased over the past five
years as companies have hired more experienced scientists to keep up
with sustained demand. IBISWorld expects industry spending on labour
to continue growing, albeit more marginally, over the five years to 2026,
as industry operators hire more skilled workers to formulate biosimilar
products to compete in the growing biologic drug market. IBISWorld
expects wages to consume a larger share of industry revenue as
research continues to comprise an integral aspect of industry
operations.
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  Purchases

As is the case for most manufacturing industries, purchases represent
the largest cost for the industry. Pharmaceutical manufacturers must
purchase active pharmaceutical ingredients (APIs) and other inputs
from chemical manufacturers and other pharmaceutical producers.
Industry purchase costs are consistently high because these materials
are often difficult to produce and are also time- and temperature-
sensitive, especially for biosimilar pharmaceuticals which require
organic inputs. As a result, IBISWorld estimates that purchase costs
have decreased over the past five years, falling from 38.0% of revenue
in 2016 to 34.3% in 2021. Still, APIs and other inputs for biologically
based drugs are even more difficult to produce, ship and store than the
materials used in traditional generic pharmaceutical manufacturing. To
this end, purchase costs are projected to remain high over the next five
years as operators continue to pursue the growing biosimilar market,
contributing to slightly diminishing profitability.

 

  Marketing

Marketing expenses for the industry are expected to account for 9.9%
of revenue in 2021, having increased over the past five years due
operators' ongoing need to maintain a competitive level of sales growth.

 

  Depreciation

Depreciable assets include the equipment used by operators to
manufacture generic pharmaceuticals. In 2021, depreciation costs are
projected to account for 3.5% of revenue, remaining stable as a share
of revenue over the past five years.
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  Rent

In 2021, rent costs are projected to account for 5.8% of industry
revenue. Rent costs have grown over the past five years, increasing
from 1.3% in 2016 as industry operations expanded.

 

  Utilities

Utility costs are expected to increase marginally over the five years to
2021. In 2021, utilities are projected to account for 1.4% of revenue,
having remained stable over the five-year period.

 

  Other Costs

Industry operators incur a range of miscellaneous expenses related to
research and development costs, transportation and administrative
operations. The majority of these remaining costs will inevitably be
chalked up to administrative and legal issues, since most operators
need to overcome the burden of foreign regulations. Overall, the other
costs borne by industry operators are projected to account for 14.9% of
revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Competition in the Generic Pharmaceutical Manufacturing industry in
Canada has grown over the five years to 2021, as patent expirations for
brand-name drugs have opened up the market for new generic
pharmaceutical formulations.

Regulatory pricing pressures and increased demand for biologically based drugs have also further increased
competition both within the industry and from brand-name producers, which are external to the industry. Moreover, a
significant proportion of Canadian generic sales are made to a relatively small number of grocery stores, pharmacies
and drug wholesalers. Many of these customers have consolidated in recent years. Acquisitions, and especially
those of this magnitude, have increased customer purchasing power while simultaneously limiting the number of
buyers even in the wake of growing demand in terms of volume.

EXTERNAL COMPETITION

In addition, the industry's generic pharmaceutical companies endure
intense levels of competition on the part of brand-name pharmaceutical
companies (refer to IBISWorld report 32541aCA) that seek to counter
generic products.

Many brand competitors try to prevent or delay approval of generic equivalents through several tactics, including
legislative initiatives, extending patent protection and changing dosage forms or dosing regimens prior to the
expiration of a patent to extend patent life. In addition, these companies will occasionally launch an authorized
generic concurrently with the first generic launch to stymie competition and maintain its market share.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Generic Pharmaceutical Manufacturing industry in
Canada experiences moderate barriers to entry. Both
brand-name and generic pharmaceutical companies have
generally maintained high profitability in recent years,
indicating that difficult obstacles are keeping new
producers from entering to take advantage of relatively
easy-to-earn margins. Although generic producers lack
the patent protection that brand-name manufacturers
benefit from, operators are nonetheless protected from
overwhelming entry into the market by new operators due
to the significant upfront capital and labour requirements
that are inherent to pharmaceutical manufacturing activity.
Production inputs, such as active pharmaceutical
ingredients, are generally expensive, and both the inputs
themselves and the finished drug products are often time-
, light- and temperature-sensitive, increasing the cost of
production, storage and shipping. Companies that cannot
afford the initial capital investment to manage these
requirements will find it difficult to enter the industry.

Furthermore, growing consolidation among downstream
markets and upstream suppliers has increased industry
competition in recent years, which has also driven up the
industry's barriers to entry. As downstream buyers merge
with or acquire one another, their purchasing power
increases and the overall market of potential clients
shrinks, making it more difficult for new industry operators
to establish favourable distribution contracts. Moreover,
exports make up a significant portion of industry revenue,
and companies that do not have the infrastructure
required to do international business and comply with
foreign regulations will also have trouble entering the
industry and taking advantage of this significant market.
However, market barriers have been reduced somewhat
in recent years as patent expirations have opened up a
whole new host of pharmaceutical products to potential
industry production. The emerging market for biosimilars,
or slightly modified versions of biologic drugs, has
lowered the barriers to industry entry somewhat by
introducing new product lines that potential industry
operators with sufficient capital can pursue. Still,
biosimilar pharmaceuticals require a high degree of
precision, sophisticated technology and specialized
logistical requirements, inhibiting many smaller
companies' ability to join without the proper infrastructure
in place such as logistics networks, specialized machinery
and experienced researchers.

Also, regulation poses another obstacle for operators
wishing to enter the industry. The production of generics
is strictly regulated, and companies must adhere to
stringent manufacturing practices and quality control
standards issued by Health Canada and provincial
governments. Gaining government approval for generic
equivalents of brand-name drugs may prove time-
consuming for those new entrants that lack regulatory
experience and cannot trade on a trusted industry
reputation. As a company waits for regulatory approval, it
is not generating revenue, so newcomers without the
financing capabilities to keep them afloat during this
arduous process will also find it difficult to participate in
the industry.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Growth  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  Industry globalization is high for the Generic Pharmaceutical Manufacturing industry in Canada. Aside from Apotex Inc.
(Apotex) and Pharmascience Inc., all of the industry's largest companies are headquartered outside of Canada,
demonstrating a reliance on foreign capital and supply chains. Moreover, all major Canadian companies do business
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overseas. For example, Apotex sells its generics to customers in more than 115 different countries. As a result,
international trade is important to the industry. Imports are expected to satisfy 89.4% of total domestic demand in 2021,
while exports are anticipated to generate 78.1% of industry revenue over the same year. However, the ongoing
COVID-19 (coronavirus) pandemic is likely to result in short-term supply chain disruptions and hinder international trade
in turn, with the progress of combatting the virus and managing supply disruptions creating lingering uncertainty for
industry operators.

Industry companies that operate on a global basis endure higher regulatory hurdles than manufacturers in other
industries because all export markets have stringent, specific regulations regarding pharmaceutical production,
importation and handling. Bereft of international standards harmonization in this realm, companies that export will have to
meet both domestic production requirements (e.g. those regarding waste disposal, pollution and public health standards)
and the pharmaceutical regulatory standards of the country in which their generics will be sold. However, the ability to
capitalize on emerging markets worldwide has ultimately served to make Canada an especially lucrative investment
opportunity due to its single-payer public healthcare system and the steady embrace of generic pharmaceuticals over
brand name drugs.
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Major Companies

Major Players Apotex Inc.

Market Share: 32.8%

  Headquartered in Toronto, Apotex Inc. (Apotex) is the largest Canadian-owned generics pharmaceutical company.
The company was founded in 1974 and employs more than 10,000 people in the development, manufacturing and
distribution of more than 300 distinct generic pharmaceutical preparations. In Canada, the company employs more
than 6,000 people in its Richmond Hill, Toronto, Etobicoke, Brantford, Windsor and Winnipeg locations. According to
Apotex's website, the company manufactures more than 300 generic pharmaceuticals in 4,000 individual dosages,
filling more than 89.0 million prescriptions each year in Canada alone. In 2015, the company announced its plans to
focus on three core business segments, which include global generics, global specialty and global active
pharmaceutical ingredients, under which divisions the company operates today. Apotex operates in the industry
through its global generics operations. Although the company is private and therefore does not disclose its financial
information, IBISWorld estimates Apotex to have generated $2.7 billion in company-wide revenue in 2020 (latest
data available).

Apotex has endured struggles in its effort to increasingly cater to the global market, boosting its market share
worldwide. Exports reportedly account for a growing share of the company's total annual revenue, with the United
States representing a significant foreign market and making up more than 60.0% of total revenue. However, in 2015,
the US Food and Drug Administration (FDA) issued a warning letter to Apotex due to the company's failing to meet
quality control requirements in its India-based facility. Previously, the FDA had banned Apotex pharmaceuticals
altogether in 2009, which significantly dampened the company's total revenue at the time. Recently, the company
has staved off this regulatory sanction by manufacturing domestically with quality standards that run parallel to the
United States, thereby guaranteeing the company's viability south of the border.

Financial performance

Apotex is privately held, and therefore, publicly available financial information regarding the company's range of
operations is scarce. Apotex has long held a leading market share in the Canadian market for generic
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pharmaceutical preparations, but acquisition activity by some of the company's largest competitors has limited its
growth in market share over the five years to 2021. Although the company sells its products in over 110 foreign
markets, including those of the United States, Mexico, Australia, New Zealand and countries across Western
Europe, IBISWorld expects that Canada is likely one of the company's largest markets, second only to the United
States. Canadian generic drug purchase rates, bolstered by strong public health spending, are very high compared
with other developed economies. Thus, Apotex's domestic revenue, benefiting from both the federal and provincial
governments' impetus to purchase generic drugs over their brand-name counterparts, is further fortified by the
government's propensity to purchase Canadian goods, propelling the company into the top spot in the industry. As a
result, the company is projected to have grown more quickly over the five years to 2021 compared with some of its
main competitors. Accordingly, IBISWorld estimates that the company's revenue, generated from its industry-
relevant operations, is projected to grow an annualized 12.4% to $1.9 billion over the five years to 2021. The
company's operating profit, measured as earnings before interest and taxes, is projected to increase an annualized
7.0% to $239.1 million during the same period.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,040.1 N/C 170.4 N/C
2017 1,283.6 23.4 154.1 -9.6
2018 1,460.9 13.8 203.2 31.9
2019 1,703.1 16.6 199.8 -1.7
2020 1,768.2 3.8 241.6 20.9
2021 1,867.9 5.6 239.1 -1.0

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

Novartis AG

Market Share: 8.8%

  Sandoz, a division of the Swiss healthcare giant Novartis AG (Novartis), develops and manufactures generic
pharmaceuticals, including biosimilars. The company employs more than 27,000 people worldwide, which includes
more than 700 employees in Canada. Sandoz's generic pharmaceuticals are produced at 45 sites across the world,
including a production site in Boucherville, QC, which the company acquired when it purchased Canadian generics
manufacturer Sabex in 2004. Within the Sandoz division, the company produces generic dermatological, respiratory
and ophthalmic pharmaceuticals for retail, as well as anti-infectives, biopharmaceuticals and oncology injectables.
Novartis reported earning $65.2 billion in total company-wide revenue in 2020 (latest data available), which also
encompasses Sandoz revenue.

Sandoz's three-fold growth strategy has been aimed at emphasizing the company's global reach and technological
advancement in the biosimilars market, being first to market as patents expire and leveraging the company's scale
to keep its production costs low. Moreover, new product development, particularly within the burgeoning biosimilars
market, is also crucial to Sandoz's growth. According to the company's annual report, Sandoz was the first company
to launch a biosimilar product in major markets including the United States, Canada and Europe. However, a 2018
decision to sell some of its Sandoz holdings to Aurobindo Pharma Limited may affect the company's Canadian
operations if similar profitability issues mire its domestic output.

Financial performance

Overall, Novartis' robust acquisition activity worldwide has benefited Sandoz's bottom line in terms of revenue. In
2016, for example, Sandoz fully cemented this trajectory by acquiring Euro-Pharm International Canada Inc., further
solidifying the company's dominance in the domestic market and securing its market share. Accordingly, IBISWorld
anticipates that Sandoz's revenue from its Canadian sales will decrease at an annualized rate of 0.7% to $499.8
million over the five years to 2021. During the same period, the company's industry-relevant operating profit, defined
as earnings before interest and taxes, is expected to decrease an annualized 4.7%, reaching $57.8 million. The
company's poor performance regarding its Canadian operating profit over the past five years can in part be
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attributed to stringent price controls in Canada. These have simultaneously made the United States market more
lucrative for Canadian manufacturers, adding to US sales volumes rather than strictly industry-relevant revenue or
operating profit. Additionally, the Canadian and Latin American business segment composed less than 10.0% of
total revenue in recent years, reflecting the reliance on exports to the United States.

Despite this decrease, however, Sandoz stands to benefit moving forward given its production of generic medicines
for treating COVID-19 (coronavirus). To this end, this prospect represents a potential long-term return for Sandoz
rather than a short-term one. Nevertheless, there is still room for more robust growth, encouraging Sandoz to
continue its ongoing investment in its Canadian infrastructure to serve the domestic and broader North American
market.

 
Novartis AG (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 516.7 N/C 73.6 N/C
2017 501.7 -2.9 68.2 -7.3
2018 491.4 -2.1 66.4 -2.6
2019 496.6 1.1 28.1 -57.7
2020 497.0 0.1 53.7 91.1
2021 499.8 0.6 57.8 7.6

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

Teva Pharmaceutical Industries Ltd.

Market Share: 7.0%

  Headquartered in Petah Tikva, Israel, Teva Pharmaceutical Industries Ltd. (Teva) is a leading manufacturer of both
generic and specialty pharmaceutical products worldwide. The company produces more than 120.0 billion
pharmaceutical capsules and tablets each year with a workforce of over 40,000 employees globally, just under
25,000 of which are concerned with production capabilities. In 2020 (latest data available), Teva reported earning
$22.3 billion in company-wide revenue. However, Teva's industry-relevant revenue is derived from the company's
Canadian manufacturing operations, which include three manufacturing sites employing over 1,300 Canadians. Of
these domestic employees, fewer than 500 people are dedicated to pharmaceutical production. Teva's Canadian
operations fill over 200,000 prescriptions everyday domestically.

Teva first entered the Canadian market in 2000 when it acquired the leading Canadian generics manufacturer
Novopharm Ltd. (Novopharm), which had been operating in Canada since 1965. Prior to its acquisition by Teva,
Novopharm controlled an estimated one-fifth of the total market for generics in Canada. Teva currently offers more
than 400 generic products to nearly 10,000 retail chains, buying groups and pharmacies across Canada.

Financial performance

To boost its global market presence and diversify its product offerings, Teva has recently engaged in robust merger
and acquisition activity. In 2013, prior to the beginning of the current period, Teva acquired the New Jersey-based
MicroDose Therapeutx Inc., a drug-delivery company specializing in inhalation technologies. Moreover, the
company also acquired the Pennsylvania-based NuPathe Inc. in early 2014, also prior to the beginning of the period,
to gain access to its prescription migraine treatment Zecurity and the drug's innovative transdermal delivery system.
In 2015, Teva acquired Auspex Pharmaceuticals Inc., which strengthened the company's central nervous system
treatment portfolio. In 2016, Teva acquired Allergan PLC's generic operations and Actavis Generics, expanding its
market share internationally. Despite its acquisition activity, however, Teva's industry-relevant revenue is expected
to fall an annualized 3.7% over the five years to 2021, to a projected $401.7 million. Furthermore, despite the
company having solidified itself as a premier player in the industry in recent years following its history of acquisition
activity, Teva's industry-relevant operating profit is also expected to decrease during the same period. To this end,
over the five years to 2021, the company's operating profit, measured as earnings before interest and taxes, is
projected to fall an annualized 4.9% to $103.6 million.
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Teva Pharmaceutical Industries Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 483.9 N/C 133.6 N/C
2017 436.3 -9.8 111.8 -16.3
2018 381.9 -12.5 101.6 -9.1
2019 377.1 -1.3 100.4 -1.2
2020 380.3 0.8 109.0 8.6
2021 401.7 5.6 103.7 -4.9

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

Pharmascience Inc.

Market Share: 6.5%

  The generic pharmaceuticals manufacturer Pharmascience Inc. (Pharmascience) was first founded in 1983, and is
headquartered in Montreal. According to the company's website, Pharmascience is the third-largest Canadian
pharmaceutical company in terms of the annual number of prescriptions filled. The company also develops, licenses
and markets its pharmaceutical products through its subsidiary, Pendopharm Inc. In addition to the company's
Canadian facilities, Pharmascience maintains production operations in Hong Kong, Jamaica, Ukraine, Saudi Arabia,
Australia, Vietnam, Kuwait, South Africa, Thailand, Indonesia, Taiwan, Malaysia, Lebanon and Korea, with the latter
occurring in partnership with Kolmar. The company ships over 400 product families, such as prescription and over-
the-counter, to more than 60 countries worldwide, and employs more than 1,500 people, making it the largest
pharmaceutical employer in Quebec. Although the company is private and therefore does not release its financial
information, according to IBISWorld estimates, the company generated $906.3 million in company-wide revenue in
2020.

Pharmascience has experienced strong growth in recent years due to an emphasis on research and development
(R&D). The company opened a second plant in Montreal in 2013 in response to increasing demand, precipitating the
company's continued growth moving into the current period. The company ranked 56th on the list of Canada's top
100 corporate R&D spenders in 2018, investing over $43.0 million in R&D efforts after consistent investments made
in a similar range over the five years to 2021. Alongside its robust R&D investment, the company has also expanded
through acquisition activity and organic growth. Recently, in 2014, the company acquired Uman Pharma Inc., a fully
integrated generic injectable pharmaceutical company, expanding its portfolio and market dominance.

Financial performance

Pharmascience is privately owned and does not publicly disclose its financial information as a result. However, the
company has consistently ranked among Canada's largest corporate investors in R&D over the past five years, thus
contributing to its continued success domestically. The company is expected to grow strongly due to the opening of
a second production plant in 2013, which boosted revenue more than 20.0% the following year in 2014. While
company growth has generally slowed since then, Pharmascience's expansionary potential over the past five years
is overall anticipated to surpass that of the broader industry. To this end, IBISWorld estimates that Pharmascience's
industry-relevant revenue is projected to climb an annualized 6.1% to $369.1 million over the five years to 2021. In
addition, the company's operating profit, measured as earnings before interest and taxes, is projected to rise an
annualized 1.0% to $47.2 million during the same period.
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Pharmascience Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 274.4 N/C 45.0 N/C
2017 290.9 6.0 34.9 -22.4
2018 314.6 8.1 43.8 25.5
2019 352.7 12.1 41.4 -5.5
2020 368.6 4.5 50.4 21.7
2021 369.1 0.1 47.2 -6.3

Source: IBISWorld
Note: *Estimates

Other Companies The Generic Pharmaceutical Manufacturing industry in Canada is characterized by the presence of several small
manufacturers that may not necessarily engage in research and development (R&D) activities, which is typically the
hallmark of larger producers. Rather, these companies focus solely on manufacturing with specialized and
sophisticated machinery along with efficient production capabilities for internal or contract production. According to
data from Statistics Canada, 28.4% of all employing industry establishments have a staff of fewer than five people,
while 81.4% employ fewer than 100 people, indicating that many of the industry's businesses are small companies
that likely focus on developing specific drug technologies and active pharmaceutical ingredients. Nevertheless,
within this landscape, there are a few notable manufacturers. Larger manufacturers often invest their own R&D to
build a competitive advantage over others in the market or build market share through acquisition activity, hence the
preponderance of multinational corporations dominating the industry.

Taro Pharmaceutical Industries Ltd.

  Market Share: 2.0%
  Taro Pharmaceutical Industries Ltd. (Taro) is an Israel-based pharmaceutical manufacturer that was founded in

1950. The company's primary markets include Israel, the United States and Canada, with each of these markets
equipped with pharmaceutical production capabilities. Taro operates in the domestic industry via its production
facilities in Brampton, ON, which employ nearly 600 Canadians. The company's operations in Canada emphasize
the production of dermatological products, including, but not limited to, topical creams, ointments and gels in both
their generic and brand-name manifestations, though only the former are industry relevant. Although over one-
quarter of the company's capital investments are centralized domestically, a substantially smaller proportion of its
sales are derived from Canadian customers. Nonetheless, the company's domestic operations are primarily catered
to markets in the United States, thus the choice to locate its business close to the US border. Currently, Sun
Pharmaceutical Industries Ltd. is the company's majority shareholder, despite its continued listing as an individual
entity. In 2021, Taro is expected to generate $115.3 million in industry-relevant revenue, constituting a market share
of 2.0%.

Sun Pharmaceutical Industries Ltd.

  Market Share: 0.8%
  Sun Pharmaceutical Industries Ltd. (Sun Pharma) is one of the largest specialty and generic pharmaceutical

manufacturers in the world. Although the company is headquartered in India, it operates in the Canadian market
through one of its subsidiaries, Sun Pharma Canada Inc., formerly Ranbaxy Pharmaceuticals Canada Inc. This
company largely benefits from economies of scale, ultimately relying on a global distribution and research network to
meet the needs of Canadian pharmacies and healthcare providers. Currently, Sun Pharma's products reach 65 key
markets across the world through 45 manufacturing facilities that have over 30,000 employees. The company's
Canadian subsidiary is expected to generate $43.3 million in industry-relevant revenue in 2021, representing a
market share of 0.8%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The average operator in the Generic Pharmaceutical
Manufacturing industry in Canada is moderately capital
intensive. Drug manufacturing and development requires
considerable investment in research and manufacturing
equipment, though capital costs are generally less for
generics producers than they are for brand-name
pharmaceutical manufacturers. In 2021, the industry is
expected to spend $0.20 on capital investments for every
$1.00 spent on labour. Acquisition activity has helped keep
the industry's level of capital intensity relatively stable in
recent years, only decreasing marginally from $0.22 in
2016, as merged companies can generally realize cost
efficiencies and lower capital spending by acquiring
existing infrastructure and eliminating redundancies.

Considerably, the shift to biological pharmaceutical
development and production has also raised capital costs
in recent years due to the specialized equipment and
facilities needed to handle the sensitive material used to
pursue the development of biosimilars, or modified
versions of biologic drugs. Biosimilar production also
generally incurs higher regulatory scrutiny than traditional
generic pharmaceutical production due to stringent
temperature controls and shelf life limitations compared
with inorganic chemical preparations. This increase in
regulation can also cause an increase in necessary capital
expenditures, as production facilities must invest in highly
advanced and specific monitoring and storage equipment
to meet strict regulatory requirements. However, while
biosimilar production does incur higher capital costs than
traditional generic pharmaceutical manufacturing, it also
requires specialized, highly paid labour to develop new
products and oversee the manufacturing process,
simultaneously increasing the industry's labour requirement
and mitigating a more profound increase in capital
intensity.
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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.

Low Rate of Entry Unlikely 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.

Low Market
Concentration

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.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

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

Since these products directly compete with generic pharmaceuticals that target the same health conditions, improvements
in the efficiency of manufacturing or the innovation of brand-name pharmaceuticals can directly disrupt the industry by
shifting demand from one drug to another. Moreover, since brand-name drugs are protected by patents, it may be a while
before generic pharmaceutical manufacturers can get their hands on the active ingredient in a particular drug. In essence,
they cannot do so until the patent has expired. Consequently, if a new, innovative drug is developed by companies that
manufacture brand-name pharmaceuticals, generic manufacturers will not be able to capitalize on this course of treatment
until they are legally able to do so, limiting the revenue they may generate from this product in the short run. Furthermore,
general technological developments that promote healthy lifestyles or address certain pains or medical needs have the
potential to disrupt the industry in the long run as certain drugs become replaced with medical services or demand declines
as segments of the population become healthier.

The level of technology change is    High

  Technological changes regarding the Generic Pharmaceutical Manufacturing
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industry in Canada are frequent and influential.

New product development drives both industry and individual company growth. Furthermore, being first-to-market with a
new generic formulation can give a company a significant market advantage. Industry companies must invest significantly
in both high-tech research and production equipment and technically skilled labour to consistently achieve growth and high
profit. Moreover, the advent of biologic brand name drugs and their modified counterparts, biosimilar pharmaceuticals, has
further increased the level of technology adoption and adaptation necessary to stay competitive in the industry. In addition
to pursuing the latest advances in chemistry to develop new products, industry operators must also stay on top of biological
technical advancements, which are much more specialized to individual drugs compared with the relative standardization of
inorganic chemical treatment handling.

Additionally, generic drug manufacturers rely on high-volume, technologically advanced distribution facilities that enable the
delivery of new products to customers quickly and efficiently. Industry operators incorporate new technologies, such as
biomarkers, early in the development process to reduce quality risks during advanced stages of manufacturing. In addition,
generic drug manufacturers use complex information technology systems, including online systems, to support supply chain
processes and communications. At the consumer level, practices such as e-prescribing, which enables prescribers to
electronically send a prescription directly to pharmacies, are important technological breakthroughs. E-prescribing also
streamlines the healthcare process and reduces errors from incorrect drug names or labels. Finally, technological
advancements in warehousing and logistics are relevant to the industry because many operators rely on their own
distribution systems.

Revenue
Volatility

The level of volatility is    Medium

  Revenue volatility is moderate for the Generic Pharmaceutical Manufacturing
industry in Canada, as has also been the case historically.

Overall, industry revenue has fluctuated an average of 6.2% year-over-year over the five years to 2021. Moreover, the
largest revenue decline during the period occurred in 2020, when industry revenue declined 2.3% due to the disruptions to
downstream demand precipitated by the COVID-19 (coronavirus) pandemic. Conversely, the largest revenue increase was
observed in 2019, as revenue expanded 7.4% amidst the favorable economic climate. Generally, the industry's total level of
revenue volatility is primarily dependent on demand for pharmaceutical products, which is relatively stable within certain
bounds, and the schedule of patent expiration for brand name drugs. Generic drug manufacturers can only produce their
treatments once patent exclusivity expires. As a result, industry revenue can jump in years of blockbuster drug patent
expiration. All in all, pharmaceutical demand is largely consistent in Canada, although the aging of the Canadian population
has contributed to some shifts in demand for particular product lines, with cardiovascular and oncological therapies
becoming more significant in recent years.

Industry revenue volatility is typically not attributable to shifts in demand for overall pharmaceutical products. Rather, the
relative demand for generics versus brand name drugs and the prices at which generics can be sold are the chief indicators
of sales trajectories. When brand-name drugs' patents expire, the industry can expect an upswing in demand as medical
professionals and consumers both scramble to switch to a less expensive generic version of a previously brand name
formulation. This phenomenon is known as a patent cliff and it can contribute significantly to revenue volatility in any given
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year.

Government price regulation can also affect the industry's revenue volatility. If provincial governments decide to limit the
amount that public sector drug programs will reimburse for certain generics, revenue can fall significantly, even as sales
volume remain high. Each province creates different drug reimbursement rates that correspond to brand-name or generic
pharmaceuticals without a federal standard.

All of these factors will influence revenue volatility for industry operators. Additionally, individual companies operating in this
industry will also be subject to increased volatility depending on the products they offer. If a company is first to market with
a newly developed generic pharmaceutical, they can expect to experience higher than average revenue increases in that
introductory period. However, if a particular company is subject to regulatory scrutiny, their revenue may sharply decrease.

In recent years, major plater Apotex Inc. (Apotex) has had some of its exports to the United States banned due to
allegations of poor quality control. The company also suffered from losing intellectual property litigation against brand-name
manufacturers, which resulted in some of Apotex's most highly demanded generics being pulled from the market. The high
level of regulatory scrutiny imposed upon companies in this industry certainly has the potential to significantly influence
performance.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Pharmaceutical manufacturers worldwide are subject to a high level of
regulation, and pharmaceutical manufacturers in the Generic Pharmaceutical
Manufacturing industry in Canada are no exception to this rule.

In addition to meeting the standards that are set forth by the various Canadian regulatory bodies listed below, companies
hoping to sell their products in export markets will also have to meet the trade and drug regulatory standards of their
destination countries. Ultimately, most regulations concern either public health or intellectual property rights. For the most
part, intellectual property has a significant influence on industry operations because brand name drug manufacturers
benefit from the monopoly of their patents for 20 years in Canada before a generic counterpart can be produced. Therefore,
industry performance is contingent upon the intellectual property developments of brand-name pharmaceutical
manufacturers (refer to IBISWorld report 32541aCA).

Globally, the World Health Organization has acted as the liaison between member countries pertaining to issues of best
practices and pharmaceutical or pharmacological standards. While they do not produce explicit legislation, they hold annual
conferences where member countries discuss pharmaceutical regulations, among other initiatives, with the objective of
standards harmonization worldwide.

Domestically, Health Canada is the primary national regulatory body for drug development, production and distribution in
Canada. Health Canada maintains the Drug Products Database, which lists over 15,000 products intended for human,
veterinary or disinfectant use that are approved in Canada. Companies wishing to have their product approved for inclusion
in the Drug Products Database must file an application with Health Canada's Therapeutic Drugs Directorate, which
evaluates the safety and efficacy of the pharmaceutical product in line with the standards set by the Food and Drugs Act.
Health Canada also ensures that drug manufacturers comply with Good Manufacturing Practices, a series of quality
assurance checks that apply to all companies that develop, produce, distribute, import or sell pharmaceutical products in
Canada.

Moreover, due to the recent implementation of the Comprehensive Economic and Trade Agreement with the European
Union, patent regulations are changing to include a much more robust patent litigation procedure for European operators,
which will dictate future generics market entry. The amended Patented Medicines Regulations and Certificates of
Supplementary Protection Regulations will work to reconfigure patent litigation and patent owner compensation for time
spent in research or while seeking market authorization for a maximum of two years. Ultimately, the Certificates of
Supplementary Protection guarantees a patent term extension system which gives approved brand name pharmaceutical
products an additional two years of market monopoly, cutting into the growth prospects of industry operators.

At the provincial level, the industry experience indirect regulation in the form of pricing controls set by provincial drug plans.
Although these drug plans have no direct legal authority to set the price companies charge for their products, they
nevertheless have de facto control over generic drug pricing by limiting the extent to which they will agree to reimburse
companies for drugs purchased using a publicly funded pharmaceutical insurance program. According to the Canadian
Institute for Health Information, more than 40.0% of all annual spending on pharmaceutical products comes from
government payers, so these reimbursement limitations have a significant influence on industry prices. However, there has
been a recent push to amend the current price comparison methodology to include seven other countries used by the
Patented Medicine Prices Review Board (PMPRB), which will indelibly shape future pricing restrictions. The PMPRB has
included its seven-country pharmaceutical pricing index in its advocacy for controlling drug prices domestically, which can
manifest in future legislation that ties domestic prices to those of analogous nations.

Industry The level of industry assistance is    Medium and the trend is Steady
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Assistance Operators in the Generic Pharmaceutical Manufacturing industry in Canada
are supported by the Canadian government at both the national and provincial
levels.

The Scientific Research and Experimental Development Tax Incentive Program is a Canada Revenue Agency-
administered federal tax incentive program that provides the largest single source of federal government support for
industrial research and development (R&D). Under this program, claimants receive cash refunds or tax credits for their
expenditures on eligible R&D work completed in Canada, which includes pharmaceutical R&D.

Furthermore, several Canadian provinces offer incentives to supplement federal programs. For example, Ontario offers a
higher tax credit for companies contracting with business research institutes, while Quebec offers tax credits for companies
contracting with universities and British Columbia extends the federal tax credit an additional 10.0% for operations within
the province. Assistance from these three provinces will be particularly relevant to this industry, as combined they are home
to the majority of generic pharmaceutical manufacturing establishments in Canada.

Alongside governmental assistance, a variety of industry associations also support the activities of Canadian generic
pharmaceutical manufacturers. First and foremost, the Canadian Generic Pharmaceutical Association (CGPA) represents
the interests of generics manufacturers and distributors before national and provincial government leaders and provides
information to the general public about the safety and security of generic pharmaceuticals. The primary goal of this
organization's advocacy efforts has been to promote the equivalency of generic drugs to their brand name counterparts,
helping to inculcate a more comprehensive understanding of generic drugs, thereby fomenting downstream demand at the
consumer level. Canada's Research-Based Pharmaceutical Companies, formerly known as the Pharmaceutical
Manufacturers Association of Canada, also represents pharmaceutical manufacturers but is not limited to only generics
producers. There are other organizations that represent the pharmaceutical industry as a whole, but the CGPA is the only
notable national organization that represents the interest of generic manufacturers in particular.
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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 health
expenditure

($b)
2012 4,737 1,398 186 145 12,975 2,420 6,281 773 8,598 162
2013 4,162 1,385 191 151 11,102 2,453 6,031 684 7,740 159
2014 4,925 1,617 206 163 12,570 3,421 6,779 800 8,282 158
2015 4,695 1,729 213 166 11,657 4,158 7,168 767 7,704 164
2016 5,031 1,814 224 176 11,727 4,349 7,427 814 8,109 168
2017 4,982 1,609 234 187 12,235 3,358 7,282 856 8,906 167
2018 5,294 1,835 264 211 12,761 4,427 8,447 904 9,315 167
2019 5,686 1,864 273 218 13,307 4,940 9,487 982 10,233 168
2020 5,554 1,917 280 224 13,212 4,879 9,452 972 10,127 156
2021 5,703 1,929 293 234 13,617 4,452 10,597 1,001 11,849 156
2022 5,833 1,971 304 244 13,949 4,964 10,809 1,025 11,678 159
2023 5,951 2,014 317 254 14,307 5,096 11,025 1,050 11,881 161
2024 6,066 2,054 329 264 14,669 5,209 11,246 1,075 12,103 163
2025 6,181 2,098 341 275 15,029 5,317 11,471 1,101 12,336 165
2026 6,297 2,137 351 283 15,362 5,425 11,700 1,124 12,572 167

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total health
expenditure

(%)
2012 0.21 1.41 -3.63 -4.61 2.86 1.87 -3.93 1.81 -3.27 1.31
2013 -12.2 -0.89 2.68 4.13 -14.4 1.37 -3.99 -11.6 -9.99 -1.43
2014 18.3 16.7 7.85 7.94 13.2 39.4 12.4 17.0 7.01 -0.76
2015 -4.68 6.92 3.39 1.84 -7.27 21.6 5.74 -4.17 -6.98 3.79
2016 7.15 4.93 5.16 6.02 0.60 4.57 3.61 6.09 5.25 2.56
2017 -0.98 -11.4 4.46 6.25 4.33 -22.8 -1.96 5.26 9.83 -0.90
2018 6.26 14.1 12.8 12.8 4.29 31.8 16.0 5.58 4.59 0.35
2019 7.39 1.59 3.40 3.31 4.27 11.6 12.3 8.60 9.86 0.47
2020 -2.31 2.85 2.56 2.75 -0.72 -1.22 -0.37 -1.03 -1.03 -7.26
2021 2.68 0.57 4.64 4.46 3.06 -8.77 12.1 2.98 17.0 0.00
2022 2.27 2.21 3.75 4.27 2.43 11.5 1.99 2.40 -1.44 1.86
2023 2.03 2.18 4.27 4.09 2.56 2.66 2.00 2.45 1.73 1.32
2024 1.92 1.98 3.78 3.93 2.53 2.21 1.99 2.40 1.87 1.18
2025 1.90 2.12 3.64 4.16 2.45 2.06 1.99 2.34 1.92 1.16
2026 1.86 1.84 2.93 2.90 2.21 2.04 2.00 2.14 1.91 1.09

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 29.5 73.1 51.1 365 16.3 69.8 59,584
2013 33.3 77.9 58.9 375 16.4 58.1 61,593
2014 32.8 81.8 69.5 392 16.2 61.0 63,652
2015 36.8 93.0 88.6 403 16.3 54.7 65,780
2016 36.1 91.6 86.4 429 16.2 52.4 69,370
2017 32.3 81.8 67.4 407 17.2 52.3 69,988
2018 34.7 90.7 83.6 415 17.1 48.3 70,849
2019 32.8 92.7 86.9 427 17.3 48.7 73,788
2020 34.5 93.3 87.8 420 17.5 47.2 73,554
2021 33.8 89.4 78.1 419 17.5 46.5 73,496
2022 33.8 92.6 85.1 418 17.6 45.9 73,475
2023 33.8 92.8 85.6 416 17.6 45.1 73,398
2024 33.9 92.9 85.9 414 17.7 44.6 73,311
2025 33.9 93.0 86.0 411 17.8 44.1 73,232
2026 33.9 93.1 86.2 410 17.9 43.8 73,181

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Generic Pharmaceutical Association
http://www.canadiangenerics.ca

Canadian Society for Pharmaceutical Sciences
http://www.cspscanada.org

Innovative Medicines Canada
http://www.innovativemedicines.ca

Canadian Institute for Health Information
http://www.cihi.ca

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

Statistics Canada
http://www.statcan.gc.ca

Industry Jargon ACTIVE PHARMACEUTICAL INGREDIENT (API)
A substance used in a finished pharmaceutical product intended to furnish pharmacological activity.

ANTINEOPLASTIC AGENTS
Drugs designed to control or kill neoplasms, or tumors.

BIOLOGIC DRUGS
Biologic drugs are medicines made from living cells, often used to prevent and treat a variety of illnesses including
cancer, autoimmune disorders and infectious diseases.

BIOSIMILAR DRUGS
Drugs that are almost the same as a biologic drug. Only slight modifications to the reference product are required for
this classification, without any clinically meaningful differences.

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.
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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
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.



IBISWorld helps you find the industry
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
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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