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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Medical Device Manufacturing industry is expected to increase in 2021 as demand from
the healthcare sector recovers. For more detail, please see the Current Performance chapter.

· Disruptions to supply chains have caused shortages of key components such as semiconductors required to
produce industry devices. For more detail, please see the Current Performance chapter.

· Industry profit is projected to increase in 2021 as operating conditions continue to improve. For more detail, please
see the Cost Structure Benchmarks chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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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 industry primarily comprises manufacturers of electromedical and electrotherapeutic apparatus, such as

magnetic resonance imaging equipment, medical ultrasound equipment, pacemakers, hearing aids,
electrocardiographs and electromedical endoscopic equipment. The industry also manufactures environmental
controls and regulators, signal testing apparatus, drafting instruments, industrial process control instruments and
surveying and geophysical instruments.

Major Players Medtronic plc

Main Activities The primary activities of this industry are:

Researching and developing medical, diagnostic and therapeutic apparatus

Fabricating medical, diagnostic and therapeutic apparatus

Marketing, distributing and selling medical, diagnostic and therapeutic apparatus

Manufacturing measuring, regulating and controlling apparatus for industrial use

The major products and services in this industry are:

Cardiovascular and respiratory devices

Surgical devices

Spinal devices

Diabetes monitoring devices

Medical and industrial diagnostic devices

Other
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Supply Chain

SIMILAR INDUSTRIES

Electrical Equipment
Manufacturing in Canada

Medical Instrument & Supply
Manufacturing in Canada

Glasses & Contact Lens
Manufacturing in Canada

Medical Supplies Wholesaling in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Medical Device Manufacturing in
the US

PET Scanner Manufacturing X-Ray Machine Manufacturing Medical and Surgical Equipment
Manufacturing in Australia

Medical Device Manufacturing in
China

Dental Equipment Manufacturing
in China

Electromedical & Imaging
Equipment Manufacturing in the
UK

Medical, Surgical and Scientific
Equipment Manufacturing in New
Zealand
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Industry at a Glance
Key Statistics

$6.5bn
Revenue

Annual Growth

2016–2021

4.3%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

 

$587.3m
Profit

Annual Growth

2016–2021

-1.4%

  Annual Growth

2016–2021

 

9.0%
Profit Margin

Annual Growth

2016–2021

-2.9pp

  Annual Growth

2016–2021

 

748
Businesses

Annual Growth

2016–2021

-2.1%

Annual Growth

2021–2026

-1.8%

Annual Growth

2016–2026

 

25,962
Employment

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

2.2%

Annual Growth

2016–2026

 

$1.6bn
Wages

Annual Growth

2016–2021

7.1%

Annual Growth

2021–2026

2.2%

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

  Concentration
Low   Barriers to Entry

High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Capital Intensity

Medium

  Industry Assistance
Medium / Increasing

NEGATIVE IMPACT

  Revenue Volatility
High   Regulation & Policy

Heavy / Steady

  Technology Change
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 High demand from consumers with chronic conditions has
helped propel revenue

 IBISWorld expects the number of industry establishments to
fall

 The average industry profit margin has fallen during the
period

 The Canadian medical devices sector has ample capacity to
grow into a global innovation hub

 Demand from other manufacturers and service providers
may dampen industry growth prospects

 Imports routinely satisfy more than 70.0% of domestic
demand

 Given its financial stability and abundant resources, Canada
has the potential to grow into a hub for medical device
innovation
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Medium & Increasing Level of Assistance

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  High Volatility

  High Imports

  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

  Number of adults aged 65 and older
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Executive Summary Saving lives: Consolidation activity will likely be spurred by large
companies acquiring new technology

The Medical Device Manufacturing industry in Canada has performed well over the five years to 2021. Given the
essential nature of medical devices, higher total health expenditure and a depreciating Canadian dollar during most
of the period were a boon for manufacturers, many of whom depend on export markets. While typically insulated
from large economic fluctuations given steady demand from the healthcare sector and an aging population, the
COVID-19 (coronavirus) pandemic created notable disruptions for the industry as healthcare providers shifted
resources to battle the pandemic, contributing to an overall drop in industry revenue. Ongoing supply chain issues
for key components of medical devices such as semiconductors also weighed on industry performance. However, as
the broader economy and healthcare sector recover, the industry is anticipated to rebound swiftly. IBISWorld
expects industry revenue to increase at an annualized rate of 4.3% to $6.5 billion over the five years to 2021,
including an increase of 9.4% in 2021 alone as demand for medical devices recovers.

Healthcare providers have sought competitive pricing in recent years to cut costs and manage budgets. As a result,
many health agencies have joined group purchasing organizations that have the power to negotiate prices with
medical device manufacturers and other providers of goods and services. During the period, these pricing pressures
have weighed on industry profit and spurred merger and acquisition activity within the industry. Strong industry
growth amid broader economic recovery later during the period are anticipated to ultimately boost industry profit
despite these previous trends.

Given its financial stability and abundant resources, Canada has the potential to become a hub for medical device
innovation. Canada is home to some of the world's most recognized scientific research institutions and skilled
researchers. Canada also holds a strong track record for conducting clinical trials that stimulate innovations in the
medical devices sector. Favourable currency movements depending on the future path of economic growth are
projected to encourage industry export growth. As a result, industry revenue is expected to grow an annualized
2.1% to $7.2 billion over the five years to 2026. Consolidation activity will likely remain robust, spurred by large
companies seeking to acquire the most cutting-edge technological developments.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure measures annual public and private spending on healthcare in Canada. As demand for
healthcare activities increases, demand for medical devices will also likely increase. When medical expenditure
increases, hospitals are likely receiving more patients, thereby increasing a hospital's need to purchase or replace
equipment. Total health expenditure is expected to increase in 2021, representing a potential opportunity for the
industry.

 

Number of adults aged 65 and older

People aged 65 and older are susceptible to age-related medical conditions, which boosts demand for medical care
within this demographic. As the size of this demographic grows, demand for medical services will likely increase,
which will, in turn, increase demand for industry products. The number of adults aged 65 and older is expected to
increase in 2021.

 

Research and development expenditure

Product development is important to the Medical Device Manufacturing industry in Canada, particularly because
customers demand the most advanced medical technology possible. An increase in research and development
(R&D) expenditure likely indicates an increase in the amount of public and private money spent annually on
innovating new medical devices. Newly developed products will likely stimulate downstream demand, so an increase
in R&D expenditure will likely have a positive effect on industry revenue. R&D expenditure is expected to increase in
2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the strength of the Canadian dollar relative to the
currencies of its trading partners. When the CEER index decreases, the Canadian dollar depreciates and imported
medical devices become more expensive for Canadian buyers. Concurrently, Canadian-made medical devices
become more affordable in export markets, supporting industry growth. The CEER index is expected to increase in
2021, posing a potential threat to the industry.
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Current
Performance

Over the five years to 2021, the Canadian Medical Device Manufacturing
industry is expected to have performed well despite numerous
challenges, including the COVID-19 (coronavirus) pandemic.

Medical devices have an essential role in the healthcare sector, but import penetration has tempered domestic
growth prospects in recent years as operators rely increasingly on foreign markets. Accordingly, export activity has
been a catalyst for growth, representing 65.2% of industry revenue in 2021. The performance of the loonie has
ultimately left the industry vulnerable to currency fluctuations dependent on the pace of economic recovery, interest
rates and crude oil prices. However, the primary obstacle to expansion over the past five years has been the
disruptions caused by the coronavirus pandemic, which shifted the priorities of the healthcare sector and created
supply chain issues affecting industry production. As downstream demand normalizes, the industry is anticipated to
rebound strongly in 2021 while adapting to ongoing supply problems. As a result, IBISWorld expects revenue to rise
an annualized 4.3% to $6.5 billion over the five years to 2021, including an anticipated increase of 9.4% in 2021
alone as operators recover from the estimated declines experienced in 2020 due to the pandemic.

In 2020, industry revenue declined as the pandemic disrupted the operation of the overall healthcare sector.
Demand for ventilators, patient monitoring systems and diagnostic equipment required to treat coronavirus patients
rose sharply. To accommodate this rising need, regulatory changes were made to expedite the authorization to
provide crucial medical devices, and excess demand for ventilators was met by repurposing existing manufacturing
expertise and capacity to develop and produce new devices over the span of several months. For the industry, the
overall drop in non-coronavirus related healthcare services outweighed this increase, contributing to a fall in total
revenue.

During the latter half of the period, international supply chain disruptions for key components such as
semiconductors have continued to pose challenges for industry operators. Semiconductor fabrication plant closures
and capacity constraints have created delays and reduced shipment sizes for medical device manufacturers,
competing for chips with the automotive and consumer goods industries. Overordering and inventory building by
industry operators in response to uncertainty earlier in the pandemic is anticipated to level off, lessening the
pressure on suppliers. While supply risk will likely remain a priority for industry operators, an easing of these
disruptions is expected to occur over the five years to 2026.

DEMOGRAPHICS DRIVE DEMAND

Canada's aging population has contributed to market growth.

As individuals age, they are more prone to the development of chronic diseases that require medical treatment.
Medical advancements, superior nutrition and improved safety standards have all helped people live longer,
contributing to the size of the baby boomer generation, which is the demographic of Canadians born between 1946
and 1965. The number of adults aged 65 and older has risen an annualized 3.6% over the five years to 2021, while
the Canadian population has expanded an annualized 1.2% during the same period.
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Due to the aging population and the increasing number of people requiring medical treatment, the government is
seeking ways to improve the healthcare system. Emphasizing individualized therapies and in-home care for
individuals with diabetes, heart disease and other chronic conditions is ideal for most patients, and technology is
advancing to meet this demand with innovative medical devices for both individual and institutional use. High
demand from this segment has helped to propel revenue over the past five years in the domestic landscape.

CONSOLIDATION AND DEVELOPMENT

During the period, many healthcare providers have joined group
purchasing organizations (GPOs), which help keep costs low by
leveraging their size to negotiate prices with providers of healthcare
goods and services, such as industry manufacturers.

These GPOs drive down their costs through bulk purchasing in return for larger contracts to multiple health
agencies, thereby placing pricing pressure on medical device manufacturers. Often, smaller medical device
companies can be shut out of sales to hospitals when a larger competitor has secured exclusive contracts with the
purchasing group. Still, many electromedical devices command high price points and are not often sold in bulk,
slightly shielding some operators from the deleterious effect of GPOs. Partly due to such pressures on small
companies' profit alongside rampant industry consolidation to stave off profit contraction, IBISWorld expects the
number of industry establishments to fall, decreasing an annualized 1.0% to 799 locations over the five years to
2021. Larger operators such as Medtronic PLC have completed numerous acquisitions in recent years, reflecting the
trend of rising industry concentration.

In addition to pricing pressures and downstream consolidation, other factors have also spurred mergers and
acquisitions within the industry over the past five years. For example, manufacturers are more likely to get contracts
with large purchasing organizations if they can offer a wide range of product offerings. Therefore, shorter product life
cycles and the high cost of developing new technology have encouraged companies to combine research and
development (R&D) capacity. Furthermore, large medical device companies have traditionally acquired smaller
companies that already have a commercialized and approved product to avoid regulatory approval costs and make
large R&D investments themselves. These trends have shaped the structure of the industry at large.

Industry wages are expected to increase an annualized 7.1% to $1.6 billion over the five years to 2021, as
employment climbs an annualized 4.1% to 25,962 workers during the same period. This disparity suggests a rising
average salary, which in turn indicates the value of these small companies' highly skilled, and therefore, highly paid
R&D teams.

FLUCTUATING PROFIT

Ultimately, international trade has remained a significant market for
industry output over the five years to 2021.

Foreign-made devices have long satisfied a significant portion of domestic demand for industry products, decimating
the potential for operators to generate revenue from domestic markets. However, the depreciation of the Canadian
dollar during most of the period, coupled with the high-tech and cutting-edge nature of domestically produced
medical devices, has kept foreign demand for Canadian industry products elevated. IBISWorld estimates exports of
medical devices will increase an annualized 0.9% to $4.3 billion over the five years to 2021, while imports are
expected to fall an annualized 1.8% to $8.9 billion during the same period. It is important to note that this decline in
imports is mainly due to the coronavirus pandemic, with industry imports decreasing 12.0% in 2020. As the aging
populations of the industry's largest export markets grow, exports will likely represent an increasingly lucrative
market for industry operators.

However, despite foreign buyers being drawn to Canadian manufacturers for their high-quality, technologically
advanced products, growing demand for Canadian medical devices in export markets has not offset the decline in
industry profit during the period. This is primarily due to rising wage costs and pandemic related disruptions to input
prices and order volumes. As a result of these dynamics, the average industry profit margin has fallen. Profit,
defined as earnings before interest and taxes, is anticipated to account for 9.0% of industry revenue in 2021, down
from 11.9% in 2016.
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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 4,597 1,616 916 911 21,326 3,223 9,132 1,170 10,505 162
2013 4,256 1,402 914 889 20,467 3,315 8,856 993 9,798 159
2014 4,362 1,606 889 869 19,642 3,444 8,997 1,108 9,915 158
2015 4,466 1,727 859 848 18,851 3,991 9,778 1,073 10,253 164
2016 5,282 1,926 840 830 21,227 4,069 9,723 1,168 10,936 168
2017 5,337 1,921 843 813 19,364 4,184 9,473 1,230 10,625 167
2018 5,794 2,040 840 802 22,116 4,450 9,308 1,436 10,652 167
2019 6,520 2,483 824 794 25,746 4,611 9,348 1,630 11,258 168
2020 5,964 2,024 788 762 24,370 4,090 8,228 1,533 10,101 156
2021 6,526 2,350 799 748 25,962 4,255 8,873 1,642 11,144 156
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Industry Outlook
Outlook Due to its financial stability, abundant natural resources, tax incentives

and the sterling reputation of its scientific research institutions, Canada
has the potential to grow into a hub for medical device innovation.

Moreover, foreign interest in Canadian products and demographics will likely keep demand for the Canadian
Medical Device Manufacturing industry strong over the five years to 2026.

However, while these factors are expected to contribute to the industry's expansion, they will nevertheless be mired
by several obstacles. The Medical Device Manufacturing industry in Canada will likely have to overcome several
hurdles over the next five years, including lack of sufficient incentives to attract and retain participants and potential
continued supply chain disruptions during a period where the economy is managing the anticipated end of the
COVID-19 (coronavirus) pandemic. Nonetheless, industry revenue is forecast to expand, rising at an annualized rate
of 2.1% to $7.2 billion over the five years to 2026, as an aging population and product innovation drive industry
expansion. Consolidation activity is also forecast to continue as the number of enterprises falls, decreasing at an
annualized rate of 1.8% to 682 companies over the next five years, as smaller, unprofitable companies merge with
high-margin giants. Consolidation is also expected to increase profitability for most revenue-generating operators,
causing an anticipated increase in the average industry profit margin overall.

COMPETITIVE ADVANTAGES

Despite the relatively small market size and stringent regulations, the
Canadian medical devices sector has ample capacity to grow into a global
innovation hub.

Canada has one of the highest proportions of educated adults and holds a large pool of experienced, highly trained
researchers. Given the potential to grow and the vast labour pool of qualified personnel, the industry's average wage
is forecast to remain fairly stable over the next five years. However, cost-cutting measures alongside consolidation
will likely hamper more profound employment growth, with industry employment estimated to rise an annualized
2.2% to 28,965 over the five years to 2026. Therefore, consolidation activity is expected to lead to streamlined
production processes that rely on highly paid researchers to continuously innovate.

Another competitive advantage is Canada's capacity for collaboration among medical device companies, university
researchers and health sector partners, partly driven by government-sponsored programs and policies. Six medical
technology clusters, including Vancouver; Winnipeg, AB; Ontario; Montreal; and Halifax, NS, have access to strong
universities and hospitals, enabling industry companies to work together on various research and development
(R&D) projects. The centre of Quebec's growing medical technology sector is located in Montreal, where companies
cover a broad range of fields such as orthopaedics, oncology, cardiology and dentistry.

Ultimately, while demand from the healthcare sector will likely drive revenue upward, demand from other
manufacturers and service providers that require industry control and measuring devices may dampen industry
growth prospects. The industry includes measuring and controlling devices such as industrial process control
instruments, communication signal testing apparatus and environmental controls and regulators. While these are all
suppliers for lucrative and often expanding downstream markets, many of these buyers are purchasing their
supplies from foreign countries, which will likely continue to erode the industry's growth prospects.

INTERNATIONAL TRADE
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Although Canada is one of the most advanced economies in the world
with many important medical discoveries, Canada is nonetheless lagging
behind other developed countries in commercializing its innovations into
marketable products.

While exports of medical devices have grown over the five years to 2021, imports routinely satisfy more than 70.0%
of domestic demand, resulting in a longstanding trade deficit for the medical devices sector. IBISWorld estimates
that exports will rise at an annualized rate of 2.3% to $4.8 billion over the five years to 2026, while imports are
expected to rise an annualized 0.7% to $9.2 billion during the same period. Essentially, the expected depreciation of
the Canadian dollar will partially encourage export growth while tempering import penetration, contributing to steady
industry expansion over the next five years. At the same time, however, industry imports are expected to continue to
expand as the global economy recovers from the coronavirus pandemic, a trend anticipated to continue over the
next five years.

Ultimately, over the past five years, export activity has been a catalyst for growth and a boon for many operators that
regularly export their products. Yet, this also means that the industry's performance will be partially tied to currency
fluctuations if these trends persist. While the Canadian government remains in regional free trade agreements,
these policies can be a blessing and a curse by flooding the domestic market with even more imports. Additionally,
supply chain fragility and the inability to attain key semiconductor components for the production of industry products
remain a considerable risk to growth over the five years to 2026.

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 6,526 2,350 799 748 25,962 4,255 8,873 1,642 11,144 156
2022 6,754 2,570 799 734 26,742 4,412 8,981 1,693 11,323 166
2023 6,913 2,684 799 720 27,413 4,600 9,078 1,735 11,390 170
2024 7,033 2,729 800 707 27,927 4,682 9,140 1,767 11,491 172
2025 7,143 2,774 799 694 28,499 4,729 9,152 1,801 11,566 174
2026 7,247 2,817 799 682 28,965 4,757 9,189 1,830 11,679 176
2027 7,346 2,852 800 669 29,311 4,878 9,216 1,852 11,685 178
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry relies on demographic and economic expansion for growth

There is widespread industry consolidation

The industry’s markets are largely centralized

The Medical Device Manufacturing industry in Canada is currently in the mature phase of its economic life cycle,
best characterized by a reliance on broader macroeconomic trends for growth, consolidation activity and a
centralization of markets. IBISWorld projects that industry value added (IVA), a measure of an industry's contribution
to the overall Canadian economy, will rise at an annualized rate of 3.9% over the 10 years to 2026. This growth
exceeds GDP growth, which is expected to grow at an annualized rate of 1.9% during the same period; this is
typically indicative of a growing industry. However, there are other salient factors at play that ultimately contribute to
the industry's maturity rather than growth.

First, the industry is reliant on broader macroeconomic patterns for growth, chiefly healthcare and research and
development (R&D) spending and demographic patterns. Industry performance is contingent upon R&D expenditure
for product innovation, which helps open up new revenue streams. Importantly, R&D activity boosts the industry's
capital investment through machinery and facilities for this work, contributing to the economy through these outlays.
Further, new products typically command higher price points and a higher profit margin, which will eventually make
its way back to the economy through further investment in R&D, facilities and wages in the long run. Similarly,
healthcare spending is a crucial barometer of industry demand. When healthcare spending increases, demand for
medical devices should rise as well, especially for expensive diagnostic and imaging systems. Likewise, an aging
population acts as a boon for the industry's operations by boosting demand for diagnostic systems for geriatric
conditions. Older people generally require more healthcare, and by extension, increased demand for medical
devices. Thus, the industry is reliant on broader macroeconomic trends for growth, lending evidence to its maturity
despite strong IVA expansion.

Furthermore, consolidation has characterized the industry in recent years as larger players struggle with risky
endeavours. This is evidenced by the trend in the number of industry enterprises, which is expected to fall at an
annualized rate of 1.9% over the 10 years to 2026, reflecting consolidation activity within the industry. However, this
activity is less indicative of companies leaving the industry than it is of large companies buying out small, new
operators with technologically advanced niche product lines as a means to acquire intellectual property and expand
product range. Rather than indicating industry slowdown, these acquisitions have stimulated new product
development by giving larger operators broader resources to devote to R&D. Still, while technological development
is helping to establish new markets with innovative product lines, the industry's downstream markets are not only
largely centralized, but also stable and accepting of the industry's product offerings, thus indicating an industry is in
its mature stage.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Medical Supplies Wholesaling in Canada

Laboratory Supply Wholesaling in Canada

2nd Tier

Primary Care Doctors in Canada

Specialist Doctors in Canada

Dentists in Canada

Chiropractors in Canada

Optometrists in Canada

Emergency & Other Outpatient Care Centres in Canada

Diagnostic & Medical Laboratories in Canada

Home Care Providers in Canada

Ambulance Services in Canada

Hospitals in Canada

Nursing Care Facilities in Canada

Key Selling Industries
1st Tier

Plastic & Resin Manufacturing in Canada

Rubber Product Manufacturing in Canada

Other Plastic Product Manufacturing in Canada

Glass Product Manufacturing in Canada

Iron & Steel Manufacturing in Canada

Plastic Pipe & Parts Manufacturing in Canada

Electrical Equipment Manufacturing in Canada

2nd Tier

Coal Mining in Canada

Oil Drilling & Gas Extraction in Canada

Sand & Gravel Mining in Canada

Metal Ore Mining In Canada

Products & Services

  Numerous operators within the Canadian Medical Device Manufacturing
industry specialize in cardiovascular devices, medical imaging, in vitro
diagnostics and materials and assistive devices for home healthcare.

Canada has been a world leader in the field of in vitro diagnostics, which are tests that can detect diseases,
conditions or infections. For example, MedMira Inc., a developer of rapid diagnostic technology and solutions,
developed a flow-through rapid diagnostic HIV test, the only such product with regulatory approval in Canada, the
United States, China and the European Union. Montreal-based CryoCath Technologies Inc. has developed catheter-
based products for the cryotherapeutic treatment of cardiovascular disease, now used in more than 500 medical
centres across the world. Novadaq Technologies Inc. in Toronto has developed the SPY imaging system, which
provides clinically relevant, anatomic and physiologic images during open and minimally invasive surgical
procedures.

CARDIOVASCULAR AND RESPIRATORY DEVICES

Demand for cardiovascular and respiratory devices, which make up 22.3%
of industry revenue in 2021, is projected to rise over the five years to 2026
due to an increase in the expected number of patients with heart
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conditions.

Despite advances in cardiovascular therapy, both morbidity and mortality as a result of chronic heart failure remain
elevated. Implantable defibrillators and cardiac resynchronization devices have proved to be very beneficial, and
companies continue to test them to improve their efficacy. Despite this, the segment nevertheless has endured
challenges, which have decreased its share of revenue over the five years to 2021, such as variations in product
adoption rates and potential cutbacks in health expenditure.

Respiratory devices, such as continuous positive airway pressure (CPAP) machines and ventilators, have generated
an increasingly larger portion of revenue during the period, especially in light of the COVID-19 (coronavirus)
pandemic in Canada, which has significantly increased demand for ventilators in particular. These devices are
intended for both home use (for example, patients with sleep apnea may need at-home CPAP therapy) and in-
hospital use. In addition to traditional industry markets, respiratory devices for home use are often sold to
consumers through home healthcare specialists and specialized medical centres such as sleep disorder clinics.
Demand for surgery requiring ventilators or anesthesia has remained fairly stable over the past five years, but
diagnoses of obesity and aging-related obstructive sleep apnea, which requires CPAP therapy, have increased,
driving growth in this industry segment since 2016, but not enough to outpace the decline in demand for
cardiovascular devices.

SURGICAL DEVICES

The surgical devices segment develops, manufactures and markets
products and therapies to treat various diseases and conditions through
surgical application.

In addition, the segment manufactures and markets image-guided surgery and intra-operative imaging systems that
facilitate surgical planning during precision cranial, spinal, sinus and orthopedic surgeries. Most of the products in
this segment focus on improving accuracy and precision to assist or otherwise complement the labour-intensive
surgical process.

Additionally, many of the technological innovations in this segment have emphasized minimally invasive therapies
and surgeries to decrease the potential for scarring or infection. Electromedical devices for surgery are still not as
widely used as cardiovascular or respiratory devices, and this segment has decreased as a share of revenue over
the five years to 2021. However, due to their precision and accuracy, the high cost of electromedical devices has
kept this a relatively large segment of industry production, at an anticipated 19.4% of revenue in 2021.

MEDICAL AND INDUSTRIAL DIAGNOSTIC DEVICES

Irradiation devices use X-rays, beta-rays, gamma-rays and other ionizing
radiation for medical diagnostic and therapeutic applications, as well as
research and scientific evaluation.

Irradiation apparatuses include generators, tubes, lamps, computerized axial tomography (CT/CAT) scanners,
magnetic resonance imaging devices (MRI), X-ray machines and nuclear irradiation equipment. Irradiation devices,
along with industrial diagnostics imaging systems, account for an estimated 18.1% of industry revenue in 2021,
remaining stable as a share of revenue over the past five years.

Moreover, both bedside nurses and doctors must consistently monitor the progression or recession of an ailment in
all of their patients. However, they cannot remain by a patient's side at all times nor can they incessantly measure
their vitals. Instead, healthcare professionals rely on a slew of patient monitoring devices to continuously measure
vital signs, usually via a bedside monitor. These monitors are especially crucial during surgery or when a patient is
unconscious or otherwise immobile. While most industry operations pertain to proactive or preventative care, this
segment is dedicated to measuring vital signs, body temperature, respiratory monitoring, hemodynamic levels and
more, while often having communications capabilities to call in a healthcare provider when something goes wrong or
is otherwise unexpected.

Since irradiation equipment and new monitors for an entire floor or wing generally represents a significant capital
investment for a hospital or clinic, demand for these devices will decrease in tight financial times. However, while
medical diagnostic devices represent most of this segment's activity, industrial production is often a consistent
market, offering a relatively stable source of revenue for those operators that focus on telecommunications,
industrial, laboratory and meteorological testing, measuring and controlling devices. Many of these products are
employed to improve operating efficiencies and to monitor the efficacy of broader services such as internet
connections and geophysical surveying processes.

SPINAL DEVICES
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Generating 11.7% of industry revenue in 2021, this segment's devices are
designed for treatment of the spine and musculoskeletal system.

Demographic and social trends, including the aging population and obesity, have driven demand in recent years,
and this segment's share of industry revenue has grown during the period as a result. Spinal device manufacturers
develop a range of products and therapies to treat a variety of conditions, primarily in the spine, such as herniated
discs, degenerative disc disease, spinal deformity, spinal tumors and fractures and stenosis.

DIABETES MONITORING DEVICES

The growing diabetes market is increasingly gaining attention from the
domestic Medical Device Manufacturing industry.

Continuous glucose monitoring (CGM) is moving closer to becoming a staple in effective diabetes treatment. Three
large companies that produce CGM devices, which include Medtronic PLC, DexCom Inc. and Abbott Laboratories,
are active in demonstrating the value this technology offers. However, other market entities are also playing a major
role in the process, as independent studies and testing by various clinicians move the use of CGM devices forward.
Meanwhile, the focus on CGM continues to affect demand for other products, including insulin pumps. When these
pumps are combined with CGM, the basic diagram for the long-sought-after artificial pancreas, or closed-loop
system, is created. Diabetes monitoring devices are expected to generate 6.3% of industry revenue in 2021, and
have remained stable as a share of revenue over the past five years.

OTHER

A surge in research and development investments in devices for urology
has occurred over the past five years.

The development activity in this space is justified, given that prostate disease is a disease of aging, setting in after
age 40 when hormonal changes may cause the prostate to enlarge. Prostate cancer is the second-leading cause of
carcinoma death in men. These demographic trends are reflected in the rapid growth in surgical procedures for the
treatment of prostate disease, many of which are projected to grow at high rates in the upcoming years.

Furthermore, within this segment, neuromodulation devices are increasingly significant. These devices are designed
for the treatment of pain, movement disorders, urological and gastroenterological disorders and psychological
disorders. This segment has performed notably well over the past five years, driven by neurostimulation's potential
to ameliorate several debilitating conditions in which neural pathways play a role, including chronic pain, Parkinson's
disease, essential tremor and dystonia, epilepsy, gastroparesis, hearing loss, major treatment-resistant depression,
obsessive-compulsive disorder and urinary incontinence.

While the neurostimulation device market now has several established segments, such as implantable spinal cord
stimulators and cochlear implants, researchers are also investigating numerous promising emerging applications
targeting ailments from epilepsy to Alzheimer's disease, some of which involve large or underserved potential
patient pools. Plus, several groups are now working on energy-based, extracranial modulation therapies, such as
external magnetic stimulation and low- and high-intensity ultrasound, which may one day offer an alternative to
surgery and implantable devices for the treatment of certain neurologic conditions. Therefore, this segment will likely
increase as a share of revenue as these technologies develop.

Other products include those goods that are not included within medical devices, but are relevant to the industry,
which are environmental controls such as heating and refrigeration, communication signal testing apparatus, drafting
instruments, surveying instruments, industrial process control instruments, physical properties testing and inspection
instruments, meteorological instruments and laboratory analytical instruments. Each of these product segments
have their own range of products within their segments, but ultimately reflect a negligible proportion of industry
revenue compared with medical devices, and thus do not merit a more comprehensive discussion here. Altogether,
other products comprise the remaining 22.2% of industry revenue in 2021.

Demand
Determinants

Demand for the medical devices that are manufactured by the Medical
Device Manufacturing industry in Canada is influenced by demographic
factors, government funding, regulatory framework and, in regard to
foreign markets, currency fluctuations.

Healthcare spending is largely reliant on demographic patterns, since older people typically require higher levels of
healthcare spending for pharmaceuticals and other medical goods including the industry's products. Thus, the age
and health of the population drive demand for industry products and insulate the industry during periods of weak
economic growth. An aging population and rising community expectations will drive demand for medical devices
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over the coming years. With conditions such as heart disease, cancer, AIDS and hepatitis on the rise, demand for
specialized instrumentation and equipment such as the industry's ultrasonic, laser, cardiographic and other
electromedical and electrotherapeutic apparatuses will also rise to monitor the progression of these ailments.
Furthermore, demand for industry products can be driven by more unique events such as global outbreaks of
diseases, as has been the case in 2020 with the COVID-19 (coronavirus) pandemic notably increasing demand for
industry products over a shorter period of time.

Also, fluctuations in the value of the Canadian dollar are increasingly becoming the most significant factor in
sustaining demand for industry products since industry output is primarily destined for export markets. Essentially,
since more than 60.0% of industry revenue is derived from export markets, the value of the Canadian dollar will
drive export growth since Canadian products will be more attractive and competitive on the international
marketplace if the value of the loonie is depressed. Moreover, a depreciation of the Canadian dollar should also
diminish the effect of import penetration by making imports less attractive for domestic buyers, meaning that
domestic operators will be more likely to serve domestic markets and global ones if imports are too expensive due to
currency volatility.

Another important influence on demand is the level of capital expenditure, both public and private, on equipment in
the healthcare sector. Spending by hospitals and other markets is strongly affected by capital expenditure on health
facilities. The age of capital equipment will determine demand for products, an indicator of when they need to be
replaced. The life span of equipment averages between three and five years and can sometimes be as little as 18
months. Essentially, if necessary upgrades become too costly, some organizations may forego that machinery
completely, which damages industry demand.

Technological changes also drive demand for products. Demand increases with the development of new products,
which are often focused on improving efficiencies or producing completely new practices and methods. The ability to
patent new products and other intellectual property rights encourages new product development, and consequently,
demand for products. Without sufficient protection for intellectual property, manufacturers do not have adequate
incentives to invest the large sums in research and development required to develop new products. As demand is
driven by new product introductions, intellectual property protection is an important factor supporting demand for
electromedical and electrotherapeutic devices, which goes hand in hand with technological development.

Moreover, medical specialists and surgeons influence decision making on the purchase of medical devices. Key
considerations made when purchasing equipment include product performance, reliability of delivery, company
research and development and customer service and support. The decision to use particular medical technologies is
driven by medical practitioners in consultation with patients, and the incentive structures of the healthcare system.
Therefore, establishing a decent reputation is crucial to succeeding in the industry.

Major Markets

  EXPORTS

The Medical Device Manufacturing industry in Canada is highly
globalized, and local manufacturers design and fabricate devices and
apparatuses not just for the domestic market, but for international
markets as well.

Over the past decade, export markets have become the primary destination for industry products while domestic
markets have simultaneously been supplanted by import penetration. In 2021, exports represent 65.2% of industry
revenue, with industry exports decreasing as a share of revenue over the five years to 2021. The United States
represents the industry's largest industry market at 38.4%, though exports to the United States have remained
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relatively stable during the five-year period despite disruptions to trade in 2020 caused by the COVID-19
(coronavirus) pandemic. Industry exports to all other nations comprise the remaining 26.8% of revenue in 2021.
Therefore, the health of the neighbouring United States economy is a direct barometer of industry performance.
Foreign buyers have consistently provided opportunities for growth for industry operators as these companies
endure persistent import competition.

HOSPITALS AND CLINICS

Hospitals generate an estimated 10.1% of industry revenue in 2021, and
have decreased slightly as a share of revenue over the past five years.

General medical and surgical hospitals require machinery and equipment so that they can provide inpatient care,
outpatient and nonadmitted patient care and teaching and research abilities. Smaller community-based hospitals
have differing needs and will consequently require various types of electromedical and electrotherapeutic products
and irradiation apparatuses. Some smaller hospitals may not be able to afford the industry's most expensive
devices, such as CT scanners, and instead will purchase lower-priced industry products. Nevertheless, hospitals,
due to their sheer size, generally have the resources to purchase larger, advanced medical devices produced by the
industry, which inflates their presence as a major market for the domestic Medical Device Manufacturing industry.
Purchasing decisions by hospitals will depend on the age of existing capital equipment and the budget funds
allocated to equipment. This budget, in turn, will largely depend on the size of the hospital. Hospitals with more beds
use medical devices more often, necessitating more frequent repairs and replacement. Moreover, large hospitals
are able to bypass wholesalers and buy medical devices directly from manufacturers, reducing middleman
distribution costs in a process known as disintermediation. The coronavirus pandemic has had a mixed effect on
demand for industry products from hospitals given the decline in elective procedures in 2020 as demand for specific
equipment such as ventilators rose sharply. In 2021, as hospitals adapt to the pandemic and resume previous levels
of medical activity, demand from this segment is anticipated to rise

Physicians and private healthcare offices such as medical clinics represent an estimated 5.5% of industry revenue in
2021. Similar to hospitals, some clinics may have a more specialized focus, and will therefore require devices that
are designed to cater to a particular type of medical care. This segment is projected to be less affected by the novel
coronavirus pandemic compared with hospitals, and has remained stable over the five years to 2021.

OTHER

Canadian medical supplies wholesalers, which account for the bulk of this
other segment that accounts for the remaining 19.2% of industry revenue
in 2021, serve as a valuable link between medical device manufacturers
and healthcare providers.

They purchase large volumes of medical and surgical equipment, instruments and supplies from manufacturing
companies, store these items at distribution centres and provide delivery of these products and related services to
medical practitioners, clinics and hospitals. Over the five years to 2021, medical supplies wholesalers have tried to
offer value-added services to their customers to offset disintermediation, in which healthcare providers purchase
medical devices directly from manufacturers, and thus reduce the need for distributors.

Nonetheless, large hospitals that are able to leverage the size of their purchasing orders to negotiate favourable
supply contracts from suppliers have increasingly ended their relationships with distributors and instead have begun
purchasing directly from manufacturers, decreasing this segment's share of revenue over the past five years. Still,
due to the high prices of many industry products, even large organizations such as hospitals can only purchase one
or two electromedical devices at a time, making distributors less relevant for highly specialized machinery. All in all,
as domestic operators focus on increasingly more innovative and niche products with online purchasing outlets, the
distributor market has decreased as a share of revenue during the current period.

A variety of other buyers combine to account for the remaining share of industry revenue. These buyers include
domestic home healthcare operators, pharmacies, drug stores, laboratories and individual consumers, albeit rarely.
Importantly, for industry products outside of medical devices, most controlling and measuring devices are destined
for other manufacturers and laboratory or research institutions, including geography research, surveying companies,
industrial manufacturing, telecommunications companies and food distributors.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

International trade plays a significant role in the Medical Device Manufacturing industry in Canada, with exports
accounting for an estimated 65.2% of revenue in 2021 and imported devices satisfying an anticipated 79.6% of
domestic demand that same year.

Exports have fluctuated as a share of revenue, but have ultimately trended downward over the five years to 2021,
representing 77.0% of revenue in 2016. However, exports continue to fulfill a significant share of the industry's
demand, and exports in real terms have increased during the period. The value of industry exports have risen at an
annualized rate of 0.9% to $4.3 billion over the five years to 2021. Overall, the Canadian dollar has appreciated
during the period, making Canadian-made products relatively less affordable for foreign buyers. However, Canada's
innovative and cutting-edge devices have managed to bolster export demand. The United States remains a major
purchaser of industry products, partially due to its proximity and the elimination of all tariffs on medical devices
traded between Canada and the United States under the United State-Mexico-Canada Agreement (USMCA), the
successor to the North American Free Trade Agreement. The market for exports is nevertheless becoming more
diverse, with Germany and China each acquiring a larger share of exports over the past five years.

During the current period, the implementation of the Comprehensive Economic and Trade Agreement (CETA)
between Canada and the European Union has shifted Canadian export destinations toward European nations. At
the same time, China has also been a consistent trading partner in this industry, representing 6.4% of industry
exports in 2016 and a projected 6.6% in 2021. Another chief destination for industry exports is Germany, which is
expected to import 4.2% of industry exports in 2021. In 2017 alone, Germany increased its purchases of industry
products by nearly 15.0% due to the curtailed economic barriers of their free trade agreement and the relative
weakness of the Canadian dollar against the euro. Moving forward industry exports are projected to increase at an
annualized rate of 2.3% to $4.8 billion over the five years to 2026.

Conversely, imports have decreased during the period, falling an annualized 1.8% to $8.9 billion over the five years
to 2021. The United States is Canada's largest source of imports for medical devices. In addition to being protected
from tariffs by the USMCA, the United States is also home to many large medical device developers and
manufacturers. Imports from the United States are anticipated to remain stable over the five years to 2021, though
the value of industry imports decreased considerably in 2020 due to disruptions to trade created by the COVID-19
(coronavirus) pandemic. Imports are projected to rise 7.8% in 2021 following a decline of 12.0% in 2020, as trade
conditions improve despite ongoing supply chain and shipping challenges. Industry imports are expected to grow
over the five years to 2026 as the global economy recovers from the effects of the pandemic on the global economy.
To this end, industry imports are expected to increase at an annualized rate of 0.7% to $9.2 billion over the five
years to 2026.
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Business
Locations

  Operators in the Medical Device Manufacturing industry in Canada are located across the country, but are mainly concentrated in
certain provinces that are known for analogous technology industries, including microelectronics and biotechnology. Other factors
affecting geographic distribution include proximity to complementary industries, primarily healthcare and logistics; the location of
customers and suppliers; the geographic development of the various industry segments historically; and the location of and
accessibility to high-skilled labour pools, which are traditionally centralized in areas with a strong university presence. Accordingly,
Ontario accounts for the largest share of industry establishments, capturing 46.8% in 2021, followed by Quebec (22.3%), Alberta
(13.0%) and British Columbia (12.6%). Ultimately, all other provinces are home to less than 2.0% of industry establishments each.

Ontario

Ontario's main medical device manufacturing activities are primarily located in and around Ottawa and Toronto. The Toronto
economic region is also composed of numerous subsidiaries of international companies, such as GE Healthcare, which was sold
to Danaher Corporation in 2019; Abbott Point of Care Inc.; and Agfa-Gevaert NV. Ontario is also the hub of several large scientific
research companies, major teaching hospitals and well-known research institutes, many of which partner with industry
manufacturers on research and development. The province worked with Medtech Canada to create a strategy to encourage local
development of the medical technology industry, including tax credits for producers that developed medical devices in Ontario. In
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2014, prior to the beginning of the period, the University of Ottawa, one of the province's leading universities, received a $15.0
million government grant to establish the Medical Devices Commercialization Centre, a nonprofit initiative to encourage and
facilitate the commercialization of Canadian medical devices. These historical initiatives have contributed to Ontario's dominance
in this field in recent years.

Quebec

Montreal serves as the centre of Quebec's growing medical device manufacturing industry, as it has more than 50 individual
companies covering a broad range of fields. These fields include orthopaedics, oncology, cardiology and dentistry. Plus, several
global and domestic companies have established their presence in Montreal, including Medtronic PLC, Noveko International,
Zimmer Biomet and Resonant Medical Inc., which is now owned by Swedish healthcare technology company Elekta. Over the five
years to 2021, Quebec has represented a growing share of industry establishments.

Alberta

Alberta is known for its specialty in wound care, personal protective equipment, medical diagnostics and medical imaging
technology. The majority of Alberta's operators are located in and around Calgary and Edmonton. The province benefits from
hosting prominent research facilities, such as the National Institute for Nanotechnology in Edmonton, the National Research
Council Institute for Biodiagnostics (West) in Calgary and the universities of Alberta, Calgary and Lethbridge.

British Columbia

Vancouver is the hub of British Columbia's life sciences sector and is home to a burgeoning tech sector. Companies operating in
this province specialize in interventional and implantable cardiology; diagnostic and therapeutic ultrasound and diagnostic testing;
and the design and development of orthopedic devices. In recent years, British Columbia's life sciences sector has benefited from
investment into the province's science infrastructure and significant investments in research and development.

Manitoba

Winnipeg is the capital of Manitoba and home to companies that specialize in the development and commercialization of magnetic
resonance imaging (MRI) equipment and technologies, and the production of medical assistive devices. Among many other
companies and organizations involved in the development and commercialization of medical technology located in Manitoba,
prominent leaders include IMRIS, which started in Winnipeg but is now headquartered in Minnesota, and is a global leader in the
production of fully integrated, intra-operative imaging systems, and Intelligent Hospital Systems Inc., a medical device company
that designs and develops automated solutions for hospitals.

Nova Scotia

Nova Scotia's capital, Halifax, is home to companies, universities, hospitals and government institutions engaged in life sciences
work. Halifax is a preferred location for many medical manufacturing companies, such as EastMed, a medical manufacturing
company that develops medical solutions catering to women's health. The province is also known for the Brain Repair Centre,
which specializes in treatments and technologies that study the brain.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Medical Device Manufacturing industry in Canada is mainly composed of small- and medium-sized enterprises,
with 93.6% of establishments employing fewer than 100 workers and contributing to a low level of market share
concentration. Small operators are common in this type of industry and typically specialize in developing technology
and products for niche markets such as ontology, radiation, industrial controls or meteorological instruments. Larger
players frequently seek to acquire these companies to expand their product offerings or gain access to a particular
technology. IBISWorld expects only one industry company, Medtronic PLC (Medtronic), to generate more than 5.0%
of industry revenue in 2021. The top four industry players combined account for 18.8% of revenue in 2021. Outside
of Medtronic, IBISWorld estimates that no other company generates more than 5.0% of revenue, as there are more
than 700 operators in existence in 2021. However, as a result of rampant consolidation, concentration within the
Medical Device Manufacturing industry in Canada is expected to have increased over the five years to 2021. This
pattern is also expected to continue over the coming years so as to mitigate risk and spread costs over a wider
base.

Key Success
Factors

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

Access to highly skilled workforce:
As reflected by the high average wage, skilled staff is vital to the design and production of medical devices.

Access to the latest available and most efficient technology and techniques:
Operators must have access to the latest technology either by investing in research and development or acquiring it
through the purchase of other enterprises with patented technology.

Economies of scale:
Operators with large manufacturing facilities can reduce variable costs and selling prices while maintaining a profit
margin.

Having contracts within key markets:
Access to distributors and end users is essential to successful sales of products.

Establishment of export markets:
The industry is global, so successful operators must develop export markets to increase capacity utilization and
reduce reliance on the domestic market.
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Cost Structure
Benchmarks

  Profit

Industry is expected to decrease over the five years to 2021. The
average industry profit margin profit, measured as earnings before
interest and taxes, is expected to stand at 9.0% of revenue in 2021,
down from 11.9% in 2016. This decline is largely attributable to the
disruptions created by the COVID-19 (coronavirus) pandemic. Although
demand for the industry's products is expected to be recover relatively
swiftly, challenges regarding the broader manufacturing environment,
such as supply chain disruptions and volatile input prices, are projected
to result in a decrease in profit.

Large companies often benefit from substantially higher profit
compared with smaller ones. Crucially, many customers may be
reluctant to switch products and vendors due to technical and safety
considerations, which chiefly benefits those major players that already
have an established foothold in particular markets. As a result, some
operators may benefit from differentiated products and the ability to
dictate prices to a certain extent, thereby generating stronger
profitability and permitting them to preserve profit during more
challenging periods. The increasing adoption of e-procurement
systems, however, is empowering buyers with increased knowledge of
the market, driving price competition among manufacturers. Industry
consolidation trends somewhat mitigate this buyer advantage, with
larger players integrating smaller ones into their operations.
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  Wages

Wages are expected to account for 25.2% of industry revenue in 2021,
up from 22.1% in 2016 due to rising employment and wage outlays in
real terms. Labour is required in the design and manufacturing of
products, and since medical devices typically incorporate a high level of
technological and medical familiarity, employees are highly skilled and
can command high wages. As a result, the industry has a high average
wage relative to the manufacturing sector. Over the past five years, the
average industry wage has increased markedly as operators have
increasingly sought to attract high-wage research and development
personnel with technically specialized skills. Accordingly, wages will
likely remain a significant cost category for the industry's operators into
the future, as innovative product development becomes increasingly
important for companies that wish to maintain a competitive edge.

 

  Purchases

Purchases are the largest expense for medical device manufacturers.
IBISWorld estimates that purchases account for 38.9% of industry
revenue in 2021. Purchased materials include fabricated metal
products, printed circuit boards, semiconductors, electronic circuitry
products, fabricated plastic products, current-carrying wiring devices,
electronic computing equipment and many other materials, components
and supplies. Supply chain disruptions for key components such as
semiconductors are expected to raise purchase costs for operators as
input prices increase.

 

  Marketing

Marketing expenses include direct advertising, sales commissions,
samples and promotional items. Many companies have an in-house
direct sales force and may also use third-party distributors. Marketing
accounts for 1.5% of revenue in 2021 and has remained stable as a
share of revenue during the period.
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  Depreciation

Depreciation, which is used as a proxy for capital investment, accounts
for an estimated 1.9% of revenue in 2021. Operators in this industry
use manufacturing and testing machinery to produce their goods, which
require capital investments and repair. The cost of depreciation varies
among operators depending on their size and the number of assets
involved. The cost of new plants and equipment used to manufacture
medical goods is significant, and constant product innovation
necessitates regular investment in new capital.

 

  Rent

Rent costs are estimated to account for 2.9% of industry revenue in
2021.

 

  Utilities

Industry expenditure on utilities is estimated to account for 0.5% of
revenue in 2021.

 

  Other Costs

Given the competitive nature and strong dependence on product
innovation in this industry, research and development (R&D) is vital in
keeping up with technological advances in the healthcare field. New
products are a key driver for the long-term growth, and R&D intensity
usually varies by player. Still, other industry costs include legal and
accounting fees, transportation, insurance, logistics and administrative
costs, among others. In 2021, the miscellaneous costs borne by
industry operators account for the remaining 20.2% of revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  While the Medical Device Manufacturing industry in Canada includes
other manufacturers, basis of competition primarily includes medical
device manufacturers, which comprise most industry operations.

Competition in the industry is primarily based on innovation, quality and performance, all of which are implicitly
linked. These factors are particularly important because medical devices influence patient health and recovery. New
technology or acquired intellectual property can also provide a company with a competitive advantage through either
increased efficiency or access to a new market. Technological competence and innovation, excellence in design,
high product performance, quality of services and competitive pricing are among the key factors affecting
competition for medical instruments and supplies. In the healthcare sector, these factors are particularly important
due to the influence that medical devices can have on the well-being of patients.

Ultimately, sales are driven by the introduction of new products, which are created with the support of significant
research and development investment. Companies that have developed a new product frequently take out patents
to protect their competitive advantage. Products with strong brands can also gain an advantage over other lesser-
known brands. Operators that are first to market with a new product can benefit from patents and ultimately
intellectual property protection, which represents the primary vehicle for sales growth. Still, competition within the
industry has been limited by government regulatory requirements. Delays in the approval of medical devices that
have already been approved in other countries represent a significant barrier to innovation and limit competition by
extension.

Medical device manufacturers are increasingly specializing in one area of medicine, and sometimes in just one type
of treatment. The high degree of specialization in a field characterized by rapid innovation enables small companies
to compete successfully, but also increases the risk of technological obsolescence for any individual company. For
example, Nordion Inc., a Canadian subsidiary of Sotera Health, focuses its operations on irradiation technology and
distribution to corner a niche market rather than diversifying its product line.

Moreover, price is a major source of competition when there are similar or substitute products. The larger companies
in the industry are vertically and horizontally integrated multinationals that benefit from economies of scale and can
accordingly price their products lower than smaller competitors. Large companies with strong brands can have an
advantage over other, lesser-known brands. However, there is also a presence of low-cost, private label products in
the industry that appeals to some markets. Products for niche applications can garner a high price point bereft of
substantial competition, driving industry profitability and specialization.

Over the coming years, price competition will likely become more important as government and healthcare providers
push for price concessions. Operators within the industry may increasingly exploit cost-cutting practices, including
economies of scale, proprietary technology, lower cost materials and outsourced services to stave off profit
contraction.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing
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  Generally, barriers to entry regarding the Canadian
Medical Device Manufacturing industry are high due to
the research and development (R&D) aspect of industry
operations, access to substantial upfront capital
investments and familiarity with regulatory bodies. While
this industry includes many manufacturing operations, this
segment primarily discusses the barriers to entry for
medical devices due to the difficulty of industry entrance
and their dominance in the industry.

Access to capital

Obtaining stable and sustained financing through the
initial prototype and product development phase is the
primary barrier for start-up medical device companies. For
this reason, cash-strapped operators tend to seek
partnerships with universities and other academic
institutions, where most government-provided funding is
concentrated. However, due to the structure and the size
of academic and clinical centres, new players may endure
obstacles to achieving this collaboration, which is
essential to the survival and growth of any medical device
company in its early stages, where most companies are
not profitable.

Research and development

In addition to capital, medical device companies require a
significant amount of R&D to create, design and market
innovative medical devices. Generally, research and
development investments increase dramatically for small
companies relative to revenue. Given the size of
Canadian medical device companies, with 93.6%
employing fewer than 100 workers, R&D investment
represents a substantial challenge for potential entrants
without the necessary skills or technical expertise. Plus,
for operators without revenue, R&D costs can comprise
the majority of the company's operating costs.

Large medical device companies have traditionally
acquired smaller companies that already have a
commercialized and approved product, or those that are
awaiting approval. This tactic helps large companies
minimize the need for sizable investments in R&D and
regulatory approval costs, placing a substantial burden on
smaller companies with less capacity to acquire funding,
further inhibiting industry entrance.

Regulations

The regulatory process for the market approval of medical
devices is another substantial barrier for industry
operators. Medical devices that are manufactured in
Canada are subject to regulations under Health Canada
and the Medical Devices Regulations, which establish
safety and effectiveness requirements. Furthermore,
every time a new and improved version of a device enters
a market, it must go through the regulatory process all
over again. However, medical devices destined for export
markets are not as strictly scrutinized in some cases, and
therefore present an opportunity for potential industry
entrants to familiarize themselves with the global market
before they enter the domestic market.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Medical Device Manufacturing industry in Canada has evolved significantly over the past few decades due to
globalization initiatives. Countries such as the United States, the United Kingdom, Ireland, Switzerland, Germany and
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South Korea are not only major exporters of medical devices, but are also leaders when it comes to medical device
innovation, centralizing research and development undertakings and funding and output in these regions. The United
States continues to dominate the global medical devices market. The proliferation of international giants with international
markets shows that the industry is beginning to generate more revenue from its global outreach efforts, particularly in
China, Japan and Europe. In addition, demand for medical devices is growing in emerging markets, such as those in
Brazil, Russia, India and China, also known as the BRIC countries, where the middle class is expanding and seeking
more quality healthcare in turn. Furthermore, the only major player in the industry, Medtronic PLC, is legally
headquartered in Ireland, but operationally based in Minnesota, thereby demonstrating the inherently global nature of the
industry's operations even in the domestic sphere.

The disruptions created by the COVID-19 (coronavirus) pandemic caused a drop in industry exports and imports. Yet,
due to the necessary role of industry products in treating coronavirus patients and medical patients more generally,
demand for the industry's products is expected to rebound strongly compared with other industries. As a result, industry
globalization is anticipated to remain relatively stable in 2021.
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Major Companies

Major Players Medtronic PLC

Market Share: 14.9%

  Founded in 1949, Medtronic PLC (Medtronic) is a medical device company that develops and manufactures
therapeutic medical devices for chronic diseases. The company markets its products to healthcare institutions and
physicians in more than 160 countries. Medtronic employs more than 90,000 people that manufacture company
products at more than 20 global manufacturing facilities. In fiscal 2021 (year-end April), Medtronic generated $37.6
billion in total company-wide revenue across all operating segments (latest data available). The company operates
in the industry through its Canadian headquarters in Brampton, ON, and its production facilities in Mississauga, ON;
Kirkland, QC; and Pointe-Claire, QC.

Medtronic has a diversified business portfolio, operating through four major segments, which include the cardiac and
vascular group, including cardiac rhythm disease management and cardiovascular; minimally invasive therapies
group, including surgical solutions and patient monitoring; restorative therapies group, including spinal,
neuromodulation, diabetes and surgical technologies; and diabetes group, including insulin management and
services. This diversity across markets enables the company to withstand demand fluctuations in certain segments.
While several of the company's key markets have experienced slowing growth, such as implantable cardioverter
defibrillators and spinal procedures, Medtronic has focused on its fundamental strategy of innovation, enabling the
company to dominate in domestic and international markets. Medtronic is often first to market with new products and
has a dominant position in the emerging neuromodulation market.

Through several strategic acquisitions, Medtronic is seeking to broaden its product portfolio and expand its
international operations. Prior to the current period, Medtronic completed the purchase of Ireland-based medical
supplies giant Covidien for just under $50.0 billion in fiscal 2015. In addition to acquiring Covidien's sizable assets
and market share, the deal also opens the door for Medtronic to move its headquarters to Covidien's hometown of
Dublin, which enables the company to save millions annually on US taxes. Since the acquisition was completed, the
revenue added by Covidien nearly doubled the company's revenue in the first quarter. However, major global player
Cardinal Health Inc. has been attempting to take market share away from Medtronic with its acquisition of
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Medtronic's Patient Care, Deep Vein Thrombosis and Nutritional Insufficiency businesses in fiscal 2017. The
company has made numerous acquisitions in recent years, including Titan Spine, a producer of titanium spine
implants, in fiscal 2019 and Intersect ENT, a global ear, nose and throat medical technology provider, in fiscal 2021.

Financial performance

Overall, Medtronic is anticipated to grow strongly over the five years to fiscal 2021 due to its strong acquisition
activity early in the period. Moreover, due to the ongoing COVID-19 (coronavirus) pandemic and following a decline
in 2020, demand for the industry's medical devices is expected to rebound in fiscal 2021, facilitating further revenue
growth. IBISWorld estimates that the company's industry-relevant revenue will grow at an annualized rate of 9.3% to
$975.5 million over the five years to fiscal 2021. The company's industry-relevant operating profit, defined as
earnings before interest and taxes, is expected to increase at an annualized rate of 6.5% to $153.4 million during the
same period despite pandemic related operating disruptions at the close of the period. Overall, Medtronic has been
expanding rapidly and has consistently kept its Canadian manufacturing activity a crucial element in its global
operations, while achieving profit that is generally much higher than the industry's average.

 
Medtronic PLC (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 624.0 N/C 112.0 N/C
2017-18 800.8 28.3 177.8 58.8
2018-19 906.9 13.2 186.0 4.6
2019-20 840.9 -7.3 139.3 -25.1
2020-21 866.5 3.0 129.0 -7.4
2021-22 975.5 12.6 153.4 18.9

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); Year-end April

Other Companies The Medical Device Manufacturing industry in Canada is characterized by small manufacturing outfits, with just more
than 90.0% of all industry establishments employing fewer than 100 workers. Small operators are common in this
type of industry and typically specialize in developing technology and products for a niche area as opposed to
establishing large-scale and standardized manufacturing facilities. Larger players frequently seek to acquire these
companies to expand their product offerings or gain access to a particular technology to remain competitive.
Essentially, smaller players take on the risks of new product development and typically get acquired by larger
players as approval nears completion, so these major companies can limit their exposure to risky research and
development initiatives. Thus, the industry is reliant on smaller manufacturers that are willing to take on this risk
despite high levels of competition and barriers to entry. Still, within this environment, medical device manufacturers
and other manufacturers included within the industry's purview, can gain a substantial market share.

Danaher Corporation

  Market Share: 2.0%
  Danaher Corporation (Danaher), founded in 1969, is a US-based conglomerate that services industrial, healthcare

and consumer product markets worldwide. A sizable conglomerate, the company operates in four broad business
segments, which include environmental and applied solutions, dental, life sciences and diagnostics, the latter two of
which are considered relevant to the domestic industry. The company operates in the industry through its wide
range of Canadian subsidiaries, including SCIEX, Beckman Coulter Canada LP, Hach Sales & Service LP, Leica
Microsystems Canada Inc. and Sybron Canada Limited Partner Company. Through these subsidiaries, Danaher
offers spectrometers, in vitro diagnostics, electrophoresis, centrifuges, cell analyzers, particle characterization and
imaging solutions, among other industry-relevant products. In 2021, Danaher is expected to generate $129.9 million
in industry-relevant revenue, constituting a market share of 2.0%. Due to the size of the company, Danaher has
been somewhat insulated from large revenue declines caused by the COVID-19 (coronavirus) pandemic.

EXFO Inc.

  Market Share: 1.4%
  The Medical Device Manufacturing industry in Canada does not solely comprise medical device manufacturers,

despite its title. The industry also includes measuring and control systems production, including signal testing
manufacturers. EXFO Inc. (EXFO) is just one example of a company that designs and manufactures test
instruments and service assurance products for both fixed and mobile telecommunications networks. EXFO
operates in two main segments, which include physical-layer products and protocol-layer products, both of which are
industry relevant. The company's protocol-layer products include monitoring solutions for testing telecommunications
signals. EXFO's physical-layer product line includes equipment and support services for physical
telecommunications infrastructure to measure the speed of networks and monitor connections. Generating most of
its revenue in the United States, EXFO has traditionally focused on its export market for growth opportunities.
Founded in 1985 and headquartered in Quebec City, EXFO is expected to generate $90.2 million in industry-
relevant revenue in 2021, commanding 1.4% of the market. EXFO's industry-relevant revenue declined sharply in
2020 alone due to the COVID-19 (coronavirus) pandemic affecting the operating environment.
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Abbott Laboratories

  Market Share: 0.5%
  First established in 1888 and based in Illinois, Abbott Laboratories (Abbott) is a multinational pharmaceutical and

medical device manufacturer. Abbott primarily generates its revenue from its pharmaceutical products, but operates
in the domestic industry through its diagnostic products business segment. In particular, the company has one
Canadian manufacturing facility for its point of care products located in Ottawa. However, Abbott's point of care
systems represent a negligible share of the company's overall revenue, deflating the company's domestic presence
despite its strong research and development base in Canada. Abbott's point of care systems are primarily composed
of sales of its i-STAT system, a blood analyzer that eliminates the need to send samples to a lab. The i-STAT is
available in a handheld and wireless platform, with a litany of data management and dissemination tools to expedite
blood analysis. In 2021, IBISWorld expects Abbott to generate $32.5 million in industry-relevant revenue,
representing a market share of 0.5%. Due to difficult operating conditions brought on by the COVID-19 (coronavirus)
pandemic, Abbott has experienced increased demand.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Medical Device Manufacturing industry in Canada is
characterized by a low level of capital intensity. For every
$1.00 operators spend on industry wages in 2021, $0.07 is
expected to be invested in capital improvements, down
from $0.11 in 2016. Industry manufacturers produce a wide
range of products for highly specialized applications. Not all
of the industry's products can be manufactured on an
automated production line, however, so the need for
hands-on work increases industry labour costs relative to
machinery, shielding the industry from reaching a high level
of capital intensity. Historically, the industry's level of
capital intensity has remained in the moderate range.
Moreover, skilled specialists are needed to research and
develop medical devices, and these employees command
salaries well above the manufacturing sector's average
wage. In 2021, wages are projected to account for 25.2%
of industry revenue, keeping capital intensity in check
relative to other manufacturing industries.
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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.

Very Low Innovation
Concentration

Very
Unlikely

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.

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

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

Medium Market
Concentration

Potential 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.

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

Technological innovation has and is expected to continue affecting the
Medical Device Manufacturing industry in Canada.

The growth of wireless connectivity technologies has represented a significant opportunity for the industry. Early investment
has already yielded results, with many users now able to control their various devices using their smartphones. Moving
forward, consumer technology companies, such as Apple Inc. and Fitbit Inc., among others, are anticipated to continue
disrupting the industry with wearable technology, such as the iWatch or the Fitbit activity tracker, which has increasingly
featured more advanced health monitoring capabilities. Additionally, the growth in telehealth services in response to the
COVID-19 (coronavirus) pandemic is likely to provide an opportunity for industry growth as the convenience and efficiency
of such arrangements permits their continued use.

The level of technology change is    High

  The Medical Device Manufacturing industry in Canada is highly competitive
and is therefore characterized by rapid product development and
technological change to maintain competitiveness.

Driven by technological advancements, product development stimulates the introduction of new products to the market,
which generates higher sales by improving upon extant product lines or opening up new markets through innovative
treatments and therapies. It is vital for operators to gain access to the latest technology either through their own research
and development (R&D) efforts or by acquiring the technology from another company, often by buying small enterprises in
the case of the larger players. Intellectual property and patents are vigorously enforced by industry players, as they are a
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critical barometer of competitive advantage. Recent advances in science and engineering have catalyzed the development
of new products and reduced the costs of manufacturing through improved efficiency. Plus, the creation of high-
performance synthetic materials has opened up new possibilities for the industry.

Ultimately, most technological advancements have focused on automating surgical processes, industrial process controls,
communications signal testing and geophysical instruments. Outside of automation, radiation detection and monitoring
instruments, manufacturers are focused on improving efficiencies while expanding the scope of medical isotopes that can
be used in their machinery. Moreover, electromedical diagnostic equipment such as CAT scanners and MRI devices are
becoming lighter and more powerful while consuming less electricity. In the end, every small addition to the canon of
electronic controls, measuring systems and medical diagnostics is focused on improving efficiencies, making services safer
and expanding the possibilities of medical treatment. Outside of medical devices, similar forces are at play, since control
and measuring devices rely on the same diagnostic capabilities.

Revenue
Volatility

The level of volatility is    High

  Due to the necessary, and therefore indispensable nature of medical device
products, the Medical Device Manufacturing industry in Canada is normally
resilient and largely insulated from the short-term effects of many economic
changes.

However, the approval of lucrative devices or increased export opportunities can produce peaks and valleys in revenue in
the short run, resulting in a medium to high level of revenue volatility for the industry overall. Historically, industry revenue
has remained relatively stagnant in the long run, remaining in a range between $4.0 billion and $6.0 billion over the past
two decades.

Over the five years to 2021, industry revenue has fluctuated an average of 13.6% year-over-year. These fluctuations were
primarily driven by years of strong expansion, notably 2016 and 2019, when the industry grew an estimated 18.3% and
12.5%, respectively. Additionally, recent volatility has been driven by pandemic related disruptions to the industry, reflecting
the 8.5% decline in revenue experienced in 2020 and the anticipated rebound of 9.4% in 2021. Over the five years to 2026,
revenue is projected to continue a steady upward trajectory as demand from health services grows alongside an aging
population.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Medical devices remain the primary concern in the Medical Device
Manufacturing industry in Canada, while the industry is also concerned with
some other manufacturing operations.

Thus, this discussion is chiefly focused on these products. In Canada, the medical devices that are created by the domestic
Medical Device Manufacturing industry are subject to regulations by Health Canada. First enacted in 1998, Canada's
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regulatory system, the Medical Devices Regulations (MDR), replaced preceding regulation from 1976. All manufactured
medical devices are regulated under the Food and Drugs Act, if applicable, and the MDR. The MDR establish safety and
effectiveness requirements and require all medical devices to have a compliance label before they can be imported into and
sold in Canada. The Food and Drugs Act grants permission to Canadian manufacturers to export products in accordance
with the receiving country's laws, irrespective of domestic approval status. As a result of this export provision, some foreign-
owned companies have been prompted to establish export manufacturing from Canada, principally to serve nearby markets
such as the United States while benefiting from free trade between the nations.

QUALITY AND RISK CLASSIFICATION

Medical devices must be manufactured and designed under a registered
quality management system (QMS) that meets the criteria of the Canadian
National Standard CAN/CSA ISO 13485:03 Medical devices – Quality
management systems – Requirements for regulatory purposes.

QMS regulations do not apply to Class I medical devices.

In Canada, medical devices are regulated under a risk-based system, with Class I representing the lowest risk and Class IV
representing the highest risk. Medical device classifications are determined by the Canadian Risk-Based Classification
System (RBCS), under the auspices of the Therapeutic Products Division (TPD) of Health Canada. Products under Classes
II, III and IV require licensing and may also require a Medical Device Establishing Licence. Medical devices that fall under
Class II may also require certification by the Canadian Nuclear Safety Commission prior to licensing for operational or
servicing activities. Medical device manufacturers are also responsible for identifying and eliminating potential risks inherent
in the device.

REPORTING AND TRACKING

The MDR requires manufacturers, importers and distributors to maintain
distribution records for each medical device sold in Canada.

The distribution records must provide sufficient information for a complete and rapid withdrawal of the device from the
market in case the product is deemed dangerous or unfit for use. Moreover, manufacturers, importers and distributors are
obligated to keep records of reported problems relating to the performance and safety of the devices and actions taken in
response to adverse incidents and recalls. If a recall is necessary, the medical device manufacturer or importer must report
to the Ministry of Health the results of the recall and the preventative measures taken throughout the process.

HARMONIZATION

Despite their best efforts to increase harmonization and coordination, medical
device manufacturers continue to endure substantial interprovincial and
international barriers.

These barriers are largely caused by the separation of healthcare roles and responsibilities within various levels of
Canadian government. Canada has been actively engaged in global harmonization initiatives, such as the Global
Harmonization Task Force for medical devices which includes the European Union, the United States, Canada, Australia
and Japan. Nonetheless, Canada's regulatory system remains a major barrier for industry operators. For example, medical
devices already approved in other countries may endure delays waiting for Canadian approval, raising concerns among
both domestic and international companies.

COVID-19

In response to the ongoing COVID-19 (coronavirus) pandemic, Health Canada
introduced measures to expedite the regulatory review of health products
needed by healthcare workers and patients.

These regulatory changes include an expedited application process for authorization to produce relevant medical devices
and expanded review and issuance of Medical Device Establishment Licenses (MDELs) for businesses seeking to produce
or import key devices. Industry relevant products such as testing equipment and ventilators were included in these
measures. Currently, these changes are issued under ‘Interim Order No. 2 Respecting the Importation and Sale of Medical
Devices for Use in Relation to COVID-19' in March 2021, which repealed and replaced an earlier notice issued the previous
year. This update states that as of July 2021 there is no longer an ‘urgent public health need' for ventilators and
thermometers, which were initially included under that designation. This status was determined based on device availability,
clinical need and the state of the pandemic in Canada. This order is set to expire March 2022, excluding repeal or
supersession in the meantime.
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Industry
Assistance

The level of industry assistance is    Medium and the trend is Increasing

The Medical Device Manufacturing industry in Canada comprises
manufacturers of medical devices and other ancillary measuring and
controlling devices that operate with similar components and mechanisms.

As a result, most of the industry's products are generally covered under similar trade guidelines. Under the United States-
Mexico-Canada Agreement (USMCA), certain products, including most of the medical devices that come from Canada,
Mexico and the United States, have low or zero tariff rates when traded between these countries specifically. To realize
these benefits, medical products must receive a Certificate of Origin. In addition, Canadian manufacturers must have the
employer number of the importer or exporter assigned by the Canada Customs and Revenue Agency to receive the
certificate. Specifically, trade of medical devices is covered in Chapter 12 of USMCA, and includes sector specific details
regarding cooperation on regulatory standards, encouraging use of the Medical Device Single Audit Program (MDSAP), a
systems audit that fulfills the agreement's surveillance requirement for member countries.

Ultimately, tariffs are low or nonexistent due to the many free trade agreements that Canada participates in, including the
Comprehensive Economic and Trade Agreement (CETA) with the European Union. Outside of these trade agreements,
tariffs are low and do not effectively truncate import penetration, which continues to mire the domestic industry by fulfilling a
significant share of domestic demand.

Tax incentives

Canada has supported the medical device sector through tax-based incentives for research and development, with some of
the most generous scientific research and experimental development (SR&ED) tax incentives available among the G7
countries, which include Canada, France, Germany, the United Kingdom, Italy, Japan and the United States. The SR&ED
program is a federal tax incentive program, administered by the Canada Revenue Agency, which provides the largest
single source of federal government support for industrial research and development. Under this program, claimants
receive cash refunds or tax credits for their expenditures on eligible research and development work that is completed in
Canada. Further, several Canadian provinces offer their own incentive programs. For example, Ontario has a higher tax
credit for companies contracting with business research institutes, and Quebec offers tax credits for companies contracting
with universities. With assistance and encouragement from Medtech Canada, Ontario, which is home to many of Canada's
largest medical device manufacturers, created a business strategy to encourage the development of the medical
technology industry in that province, which directly benefits industry operations.

Other federal organizations that fund research programs include the Canadian Institutes of Health Research, Networks of
Centres of Excellence, the National Research Council and the Natural Sciences and Engineering Research Council. Still,
these are competitive awards and are not specifically geared toward industry operations in particular. Most funded research
is loosely based on the idea of health sciences and medical technology, which includes this industry, but is, at the same
time, not entirely exclusive to it.

Associations

While the industry encompasses other manufacturers, it is primarily concerned with the development of medical devices.
Outside of government, the industry is supported by numerous national and regional associations, including, but not limited
to, BioAlberta, BioNova, the Life Science Association of Manitoba, LifeSciences BC, and Medtech Canada. These
associations comprise organizations, companies and institutions within the healthcare sector that advocate and promote
medical technology for members. For example, Medtech Canada is the national organization that acts as a liaison between
federal and provincial governments, key stakeholders, industry partners and the public on the issues pertaining to the
medical technology industry.

COVID-19

The COVID-19 (coronavirus) pandemic and related disruptions to supply chains have posed considerable challenges to
industry operators. As medical services shifted to prioritize managing the pandemic, the market for many industry products
shrank while for others such as ventilators, demand surged. At the close of the current period, ongoing obstacles due to
semiconductor supply chain limitations and resulting shortages have affected industry production.

Operators were also likely to qualify for some of the assistance programs offered by the government of Canada in response
to the spread of COVID-19. For example, the Canada Emergency Response Benefit provided a taxable benefit of $2,000
every four weeks for up to 16 weeks to eligible individuals, in addition to more time to pay income taxes. Additionally,
companies were able to apply for Canada Emergency Business Account interest-free loans, which provides up to $40,000
to small businesses, or the Canada Emergency Wages subsidy, which covers up to $847.00 in weekly wages for eligible
employers.
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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 4,597 1,616 916 911 21,326 3,223 9,132 1,170 10,505 162
2013 4,256 1,402 914 889 20,467 3,315 8,856 993 9,798 159
2014 4,362 1,606 889 869 19,642 3,444 8,997 1,108 9,915 158
2015 4,466 1,727 859 848 18,851 3,991 9,778 1,073 10,253 164
2016 5,282 1,926 840 830 21,227 4,069 9,723 1,168 10,936 168
2017 5,337 1,921 843 813 19,364 4,184 9,473 1,230 10,625 167
2018 5,794 2,040 840 802 22,116 4,450 9,308 1,436 10,652 167
2019 6,520 2,483 824 794 25,746 4,611 9,348 1,630 11,258 168
2020 5,964 2,024 788 762 24,370 4,090 8,228 1,533 10,101 156
2021 6,526 2,350 799 748 25,962 4,255 8,873 1,642 11,144 156
2022 6,754 2,570 799 734 26,742 4,412 8,981 1,693 11,323 166
2023 6,913 2,684 799 720 27,413 4,600 9,078 1,735 11,390 170
2024 7,033 2,729 800 707 27,927 4,682 9,140 1,767 11,491 172
2025 7,143 2,774 799 694 28,499 4,729 9,152 1,801 11,566 174
2026 7,247 2,817 799 682 28,965 4,757 9,189 1,830 11,679 176

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total Health
Expenditure

(%)
2012 1.10 -6.30 -3.48 -3.09 0.06 2.08 7.18 1.33 6.02 1.31
2013 -7.41 -13.2 -0.22 -2.42 -4.03 2.85 -3.02 -15.1 -6.73 -1.43
2014 2.48 14.5 -2.74 -2.25 -4.04 3.89 1.58 11.6 1.20 -0.76
2015 2.37 7.54 -3.38 -2.42 -4.03 15.9 8.68 -3.20 3.41 3.79
2016 18.3 11.6 -2.22 -2.13 12.6 1.95 -0.57 8.81 6.66 2.56
2017 1.03 -0.30 0.35 -2.05 -8.78 2.84 -2.58 5.36 -2.85 -0.90
2018 8.57 6.20 -0.36 -1.36 14.2 6.34 -1.74 16.7 0.26 0.35
2019 12.5 21.7 -1.91 -1.00 16.4 3.60 0.42 13.5 5.69 0.47
2020 -8.54 -18.5 -4.37 -4.04 -5.35 -11.3 -12.0 -5.99 -10.3 -7.44
2021 9.42 16.1 1.39 -1.84 6.53 4.02 7.84 7.10 10.3 0.32
2022 3.50 9.36 0.00 -1.88 3.00 3.68 1.21 3.10 1.61 6.21
2023 2.34 4.45 0.00 -1.91 2.50 4.26 1.08 2.47 0.59 2.35
2024 1.74 1.66 0.12 -1.81 1.87 1.77 0.67 1.85 0.89 1.29
2025 1.56 1.65 -0.13 -1.84 2.04 1.01 0.13 1.95 0.65 1.22
2026 1.45 1.54 0.00 -1.73 1.63 0.58 0.39 1.59 0.98 1.14

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 35.1 86.9 70.1 216 25.4 23.3 54,839
2013 32.9 90.4 77.9 208 23.3 22.4 48,517
2014 36.8 90.7 79.0 222 25.4 22.1 56,430
2015 38.7 95.4 89.4 237 24.0 21.9 56,920
2016 36.5 88.9 77.0 249 22.1 25.3 55,005
2017 36.0 89.2 78.4 276 23.1 23.0 63,530
2018 35.2 87.4 76.8 262 24.8 26.3 64,935
2019 38.1 83.0 70.7 253 25.0 31.2 63,319
2020 33.9 81.5 68.6 245 25.7 30.9 62,893
2021 36.0 79.6 65.2 251 25.2 32.5 63,231
2022 38.0 79.3 65.3 253 25.1 33.5 63,294
2023 38.8 79.7 66.5 252 25.1 34.3 63,273
2024 38.8 79.5 66.6 252 25.1 34.9 63,258
2025 38.8 79.1 66.2 251 25.2 35.7 63,199
2026 38.9 78.7 65.6 250 25.2 36.3 63,176

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

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

Medtech Canada
http://www.medec.org

Industry Jargon DISINTERMEDIATION
A popular trend within retail and manufacturing industries where producers supply goods directly to customers,
eliminating the middleman.

ELECTROMEDICAL
Electrically operated diagnostic and other medical equipment.

IRRADIATION DEVICES
Devices that use X-rays, beta rays or gamma rays for diagnosis and treatment applications.

MAGNETIC RESONANCE IMAGING (MRI)
Medical imaging technique most commonly used in radiology to visualize the internal structure and function of the
body.

NEUROMODULATION
The alteration of nerve activity through the delivery of electrical stimulation or chemical agents to targeted sites of
the body.

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

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

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

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

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

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

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

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

IMPORTS
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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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