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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 Medical Instrument and Supply Manufacturing industry in Canada is expected to increase in 2021
as a result of the ongoing COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance
chapter.

· Some of the industry's demand determinants are projected to change in 2021 due to the pandemic. For more
detail, please see the Demand Determinants chapter.

· Industry profit is projected to decrease over the five years to 2021 due to the industry's more difficult operating
conditions in light of the coronavirus outbreak. For more detail, please see the Cost Structure Benchmarks chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in this industry primarily research, develop and produce nonelectronic medical, surgical, dental and

veterinary instruments and apparatuses, such as syringes, anesthesia apparatuses, blood transfusion equipment,
catheters, surgical clamps and medical thermometers. The industry does not manufacture electromedical and
electrotherapeutic apparatuses, laboratory instruments, X-ray apparatuses, nonmedical thermometers or ophthalmic
goods, such as contact lenses and eyeglasses.

Major Players Baxter International Inc.

Becton, Dickinson & Company

Main Activities The primary activities of this industry are:

Designing medical, surgical, veterinary and dental instruments and supplies

Manufacturing medical, surgical, veterinary and dental instruments and supplies

Marketing medical, surgical, veterinary and dental instruments and supplies

The major products and services in this industry are:

Other

Diagnostic apparatuses

Consumables

Patient aids

Orthopedic and prosthetic products

Dental products
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Supply Chain

SIMILAR INDUSTRIES

Medical Device Manufacturing in
Canada

Glasses & Contact Lens
Manufacturing in Canada

Medical Supplies Wholesaling in
Canada

Hospitals in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Medical Instrument & Supply
Manufacturing in the US

Syringes & Injection Needle
Manufacturing

Wound Care Product
Manufacturing

Surgical Instrument Manufacturing

Protective Eyewear
Manufacturing

Foot Care Product Manufacturing Contact Lens Manufacturing Respiratory Protection Equipment
Manufacturing

Ophthalmic Instrument
Manufacturing

Medical and Surgical Equipment
Manufacturing in Australia

Medical & Veterinary Instrument
Manufacturing in China

Medical & Dental Instrument
Manufacturing in the UK

Medical, Surgical and Scientific
Equipment Manufacturing in New
Zealand

Medical & Dental Instrument
Manufacturing in Ireland
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Industry at a Glance
Key Statistics

$4.4bn
Revenue

Annual Growth

2016–2021

1.3%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$387.5m
Profit

Annual Growth

2016–2021

-3.5%

  Annual Growth

2016–2021

 

8.8%
Profit Margin

Annual Growth

2016–2021

-2.4pp

  Annual Growth

2016–2021

 

2,312
Businesses

Annual Growth

2016–2021

1.3%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

23,123
Employment

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

 

$1.2bn
Wages

Annual Growth

2016–2021

2.6%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.4%
Research and development
expenditure

0.4%
Total health expenditure

1.5%
Canadian effective exchange rate
index

3.7%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Capital Intensity

Low

  Concentration
Low

MIXED IMPACT

  Revenue Volatility
Medium   Industry Assistance

Medium / Steady

  Barriers to Entry
Medium / Steady   Competition

Medium / Increasing

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Industry Globalization
High / Increasing

 

Key Trends

 An aging Canadian population has supported the industry's
revenue growth

 Increased exports have been unable to eliminate the threat
of foreign competition

 Pressure from low-priced goods has encouraged Canadian
manufacturers to cut costs

 International trade is expected to remain critical moving
forward

 Growing production in emerging markets will likely spur
import competition

 Operators will increasingly need to hire highly skilled
technical and design personnel

 Pressure from imports is an omnipresent threat that has
encouraged operators to embrace product innovation



Medical Instrument & Supply Manufacturing in Canada August 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

  Growth Life Cycle Stage

   

WEAKNESSES

  High Imports

  Low Revenue per Employee

   

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 Healing touch: As downstream demand continues to increase, the
industry is expected to grow

The Medical Instrument and Supply Manufacturing industry in Canada produces a variety of nonelectric medical,
dental and veterinary products for personal and professional use. The industry's broad range of medically necessary
products largely shields revenue from sharp fluctuations based on changes in specific downstream demand
environments. However, pressure from imports is an omnipresent threat that has encouraged operators to embrace
product innovation over standardized manufacturing. As a result, over the five years to 2021, IBISWorld expects
industry revenue to increase an annualized 1.3% to total $4.4 billion, including an anticipated increase of 2.4% in
2021 alone.

Several large demographic and economic factors catalyze demand for industry products. Canadians aged 65 and
older spend significantly more per capita on healthcare than all younger demographics combined, according to the
Canadian Institute for Health Information. Therefore, growth in this demographic benefits revenue. The Canadian
population aged 65 and older is expected to grow at a faster pace than the total population over the 10 years to
2026, boosting overall demand for healthcare services, and in turn, medical instruments and supplies.
Macroeconomic trade conditions can also affect industry performance. Exports to the United States are expected to
account for just under two-thirds of total exports, so changes in US healthcare demand and currency valuations can
substantially affect the industry.

The aging Canadian population, rising healthcare expenditure and resources dedicated to research and
development are expected to bolster industry revenue over the five years to 2026, restricted somewhat by the
ongoing threat of import penetration, which is anticipated to remain relatively strong amid an uncertain global trade
outlook in the short- and long- term as a result of the COVID-19 (coronavirus) pandemic. As downstream demand
continues to increase domestically and from crucial markets in the United States, the industry is expected to grow an
annualized 1.6% to $4.8 billion over the five years to 2026. Industry spending on wages will also likely grow over the
next five years, as companies invest heavily in research and development to chase new niches in the expanding
market while truncating foreign competition in the process. However, these efforts are expected to raise industry
costs, preventing further expansion concerning industry profitability over the next five years.
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Industry Performance

Key External
Drivers

Number of adults aged 65 and older

Adults aged 65 and older have greater medical needs than the rest of the population due to age-related health
problems. As a result, when the number of people aged 65 and older increases, demand for medical services will
likely increase, driving demand for medical instruments and supplies. The total number of Canadians aged 65 and
older is projected to increase in 2021, representing a potential opportunity for the industry.

 

Research and development expenditure

To remain competitive, medical instrument and supply manufacturers must invest in research and development
(R&D) to produce cutting edge medical products. Programs such as Quebec's Strategie quebecoise de la recherche
et de l'innovation provide tax credits for companies engaging in scientific R&D, and these programs have increased
total R&D expenditure in recent years. Additionally, some of this expenditure was aimed at medical science
initiatives. As R&D spending increases, industry operators will develop more advanced products, which may
stimulate demand, and accordingly, bolster industry revenue. R&D expenditure is expected to increase in 2021.

 

Total health expenditure

Total health expenditure is a measure of all public and private spending on healthcare products and services in
Canada. An increase in total health expenditure indicates higher demand for services requiring medical instruments
and supplies. Total health expenditure is expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar against the
currency values of the country's major trading partners. A decrease in the CEER index indicates a depreciating
Canadian dollar, which makes Canadian products more affordable in export markets, while imports become less
appealing to domestic customers due to their relatively higher prices. Although the CEER index is expected to
increase in 2021, it remains volatile, posing a potential threat to the industry.
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Current
Performance

Operators in the Medical Instrument and Supply Manufacturing industry in
Canada produce nonelectric medical, dental and veterinary products,
including surgical instruments, diagnostic apparatuses, stents, catheters,
prosthetics, crutches, wheelchairs, syringes, bandages and sutures
destined for healthcare and research facilities.

The diversity of its products largely shapes this relatively fragmented industry. Further, this wide variety of medically
necessary products also buffers revenue from fluctuations in demand for any single product line. Crucially, despite
the appreciation of the Canadian dollar over the past five years, export growth performed well, which underscored
industry expansion, as did heightened demand for industry products caused by the COVID-19 (coronavirus)
pandemic. As a result, industry revenue is expected to rise at an annualized rate of 1.3% to $4.4 billion over the five
years to 2021, including an anticipated increase of 2.4% in 2021 alone.

DEMAND AT HOME AND ABROAD

A myriad of factors influence demand for the industry's products.

Canadian adults aged 65 and older spend significantly more on healthcare compared with the country's younger age
demographics, according to the Canadian Institute for Health Information. According to IBISWorld forecasts, the
number of adults aged 65 and older in Canada is expected to increase at an annualized rate of 3.6% over the five
years to 2021, while the overall population is anticipated to expand at a slower annualized rate during the same
period. Due to heightened healthcare spending, resulting primarily from age-related medical conditions, this aging of
the Canadian population has supported the industry's revenue growth over the five years to 2021. An annualized
0.4% increase in total healthcare expenditure in Canada over the past five years exemplifies this trend, and has
bolstered industry revenue gains. In 2021, demand for industry products may continue to increase in the short term
due to the ongoing COVID-19 (coronavirus) pandemic, as the coronavirus is continuing to spread within Canada's
borders and globally. As a result, demand for the medical instruments and supplies manufactured by this industry is
likely to rise on the part of downstream hospitals, as Canadian hospitals will bear the brunt of treating infected
patients and will need medical supplies in doing so despite the rollout of vaccinations.

In addition to favourable demographic and health trends, international trade has acted as a major contributor to
growth during the period. Exports generate over one-third of industry revenue in 2021, with exports to the United
States accounting for 68.6% of the total, linking industry performance with that of the broader US economy.
Typically, global demand for industry exports does not respond perfectly to fluctuations in the exchange rate. As a
result, global demand for exports may lag slightly behind changes in the value of the Canadian dollar. While this is
historically true, the precipitous decline in the value of the Canadian dollar during the beginning of the period
boosted exports substantially. Further supporting this trend, a positive US economic climate during the majority of
the current period has boosted demand for medical instruments and supplies, including those made in Canada. In
2021, the domestic industry is expected to generate $1.6 billion from export sales. Nonetheless, even an export
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growth rate at an annualized rate of 3.4% over the five years to 2021 has been unable to eliminate the threat of
foreign competition, with imports regularly satisfying over two-thirds of domestic demand.

THE SHAPE OF THE INDUSTRY

The Medical Instrument and Supply Manufacturing industry in Canada has
traditionally been fragmented.

Microbusinesses, which employ fewer than five individuals, and small-sized businesses, which employ between five
and 99 individuals, dominate the industry. Small businesses thrive in this industry, as their flexibility enables them to
adapt to quickly changing market conditions and identify potential niche markets and avenues for innovation.
However, the proliferation of small businesses also makes the industry ripe for merger and acquisition activity, as
companies seek to acquire smaller players with innovative business ideas and intellectual property. As a result of
this acquisition activity, the total number of industry operators is expected to grow at a modest annualized rate of
1.3% to 2,312 companies over the five years to 2021.

More than any other factor, import penetration has shaped the industry over the past five years. Imports are
expected to satisfy over three-quarters of total domestic demand this year, and the total value of industry imports is
expected to grow at an annualized rate of 8.7% to $9.6 billion over the five years to 2021. The majority of medical
instruments and supplies imported into Canada comes from the United States, which benefits from the North
American Free Trade Agreement and its successor agreement, the United States-Mexico-Canada Agreement.
However, a growing percentage of industry imports is sourced from Chinese producers, which can leverage their
country's low labour costs to manufacture low-tech instruments and supplies at low prices, and European nations
such as Germany, which have recently gained the advantages of the late 2017 Comprehensive Economic and
Trade Agreement between Canada and the European Union.

Pressure from these low-priced goods has encouraged Canadian manufacturers to cut costs in recent years to stay
competitive in the market for less expensive industry equipment and supplies. Despite the prices for many inputs to
industry goods remaining relatively stable over the past five years, their volatility is a persistent threat to profitability.
As a result, companies have increasingly invested in automated production technology to streamline production and
lower wage costs. Nevertheless, industry spending on wages is expected to increase an annualized 2.6% to $1.2
billion over the five years to 2021. However, at the same time, industry employment is expected to rise at a more
rapid annualized rate of 3.4% due to the need for researchers and engineers to ward off import competition from
generic product offerings, decreasing the average wage for an employee in this industry over the five years to 2021.

Profitability can vary widely across the industry. Some small, niche start-ups post losses for many of their first years
in business as they strive to develop a new product, while major companies, such as Baxter International Inc., can
experience a sizable profit margin due to their high-profile brand names, expensive product lines, extensive
resources dedicated to research and development and well-established supply and distribution networks. Overall,
industry profit, measured as earnings before interest and taxes, is expected to decrease over the five years to 2021.
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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)

Research and
development
expenditure

($b)
2012 3,610 1,348 2,370 2,264 16,769 747 5,092 898 7,956 32.4
2013 3,542 1,313 2,296 2,191 17,458 791 5,219 939 7,969 31.9
2014 3,365 1,220 2,336 2,225 16,242 912 5,429 874 7,882 32.9
2015 3,682 1,351 2,298 2,187 16,748 1,134 6,261 934 8,808 31.9
2016 4,135 1,572 2,281 2,169 18,918 1,374 6,312 1,045 9,072 32.8
2017 4,224 1,603 2,335 2,219 19,671 1,466 6,473 1,108 9,231 33.0
2018 4,496 1,626 2,443 2,320 21,775 1,482 6,726 1,157 9,740 31.5
2019 4,424 1,682 2,408 2,287 22,750 1,640 6,867 1,175 9,650 31.6
2020 4,298 1,550 2,399 2,282 22,555 1,632 8,587 1,161 11,253 32.4
2021 4,403 1,656 2,431 2,312 23,123 1,626 9,597 1,190 12,374 32.8
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Industry Outlook
Outlook Over the five years to 2026, strong demand for healthcare in the domestic

and overseas markets, in addition to increased research and development
(R&D) funding availability, are expected to bolster revenue growth for the
Medical Instrument and Supply Manufacturing industry in Canada.

Total health expenditure is anticipated to climb at an annualized rate of 1.3% over the five years to 2026, with R&D
expenditure projected to rise an annualized 1.2% during the same period, driving revenue growth. As both of these
factors in concert with each other increase and therefore drive up demand for medical supplies in the United States,
which is the industry's largest export market, IBISWorld expects industry revenue to rise at an annualized rate of
1.6% to $4.8 billion over the five years to 2026.

TRADE GROWTH

International trade is expected to remain critical moving forward.

As the Canadian effective exchange rate (CEER) index is expected to decrease an annualized 0.7% over the five
years to 2026, Canadian products will likely become increasingly affordable in export markets. Additionally, demand
from the United States is expected to buoy the industry's export growth moving forward due to the country's key
position as Canada's largest trading partner. Overall, exports are expected to increase at an annualized rate of 1.8%
to $1.8 billion over the five years to 2026. Nevertheless, uncertainties over the industry's international trade activity
in the long run for both imports and exports due to the COVID-19 (coronavirus) outbreak abound, as the pandemic
remains ongoing and may cause additional global slowdowns that would hamper foreign demand for industry
products in light of new, emerging variants of the virus. A higher level of demand for the industry's products within
Canada, however, may be sustained in the long run depending upon the duration of the coronavirus outbreak within
the country itself.

Trade will also likely be bolstered between Canada and other countries as well, not only the United States, through
Canada's participation in trade agreements such as the North American Free Trade Agreement and its ratified
successor agreement, the United States-Mexico-Canada Agreement, in addition to the Comprehensive Economic
and Trade Agreement between Canada and the European Union. The United States represents Canada's largest
source of imports in addition to the lion's share of Canadian exports to the global market, with this trend likely to
continue in the long run despite emerging markets for imports. However, US manufacturers grappled with Canada's
medical device excise tax over the five years to 2021, which placed a 2.3% tax on all US manufacturers and
importers. Although the tax was suspended until late 2017, the industry's operators may contend with their exports
to the United States being subject to taxes. This, in turn, may result in Canadian products becoming less price
competitive relative to other trading partners that lack excise taxes. At the same time, growing production in
emerging markets will likely spur import competition, with the total value of imported medical instruments and
supplies expected to grow an annualized 0.5% to $9.9 billion over the five years to 2026.

TRENDS AT HOME

Meanwhile, demographic trends are also expected to drive industry
expansion.

The number of adults aged 65 and older, the demographic most likely to spend on healthcare, is expected to
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continue to grow more rapidly than the Canadian population overall, driving industry demand and undergirding
revenue gains. In addition, although merger and acquisition activity is expected to increase, IBISWorld forecasts that
the number of new industry entrants will most likely increase nonetheless, as the industry is in the expansion phase
of its life cycle, and therefore possesses ample opportunity for new entrants to carve out niche sections of the
industry's market that they may accordingly cater to regarding product development. To this end, the total number of
industry enterprises is expected to increase at an annualized rate of 1.2% to 2,449 companies over the five years to
2026.

Total spending on industry wages is also expected to grow. To compete for niche markets, industry operators will
increasingly need to hire highly skilled technical and design personnel to develop cutting edge specialized
instruments and supplies. Since these workers will need to have a high level of skill, they will generally be able to
demand greater wages, driving up total spending on labour at an annualized rate of 1.9% to $1.3 billion over the
next five years. Despite higher wages, R&D investment is expected to benefit industry operators, as some of these
new, advanced products will ultimately be able to command higher prices. Nonetheless, the significant upfront costs
will likely keep the average industry profit margin steady over the next five years.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Research and
development
expenditure

 ($b)
2021 4,403 1,656 2,431 2,312 23,123 1,626 9,597 1,190 12,374 32.8
2022 4,487 1,687 2,459 2,336 23,685 1,664 9,593 1,217 12,416 33.2
2023 4,560 1,717 2,489 2,365 24,217 1,695 9,669 1,243 12,534 33.6
2024 4,628 1,744 2,523 2,397 24,677 1,723 9,759 1,266 12,664 34.0
2025 4,696 1,770 2,555 2,427 25,123 1,752 9,837 1,288 12,781 34.5
2026 4,764 1,792 2,580 2,449 25,494 1,778 9,860 1,307 12,846 34.9
2027 4,832 1,815 2,610 2,477 25,855 1,806 9,931 1,325 12,957 35.3
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

Increases in R&D are expected to encourage industry growth

Increases in total health expenditure are expected to encourage industry growth

The number of enterprises is increasing

The Medical Instrument and Supply Manufacturing industry in Canada is currently in the growth phase of its
economic life cycle. Industry value added (IVA), which measures an industry's contribution to the overall Canadian
economy, is expected to increase at an annualized rate of 1.3% over the 10 years to 2026, while Canada's GDP is
forecast to increase an annualized 2.0% during the same period. Overall, IVA growth that does not exceed that of
the Canadian economy in aggregate is one of the most significant indicators of a mature, not a growing, industry.
However, there are other salient factors at play that more accurately underscore the industry's status as one that is
growing, including increases in research and development (R&D) expenditure and total health expenditure that will
further encourage industry growth, in addition to an increasing number of industry operators.

Moreover, most drivers of industry performance are expected to improve over the 10 years to 2026, including the
country's total health expenditure and R&D funding available for medical product development. The availability of
R&D funding will especially encourage industry growth due to the importance of new product development in the
industry. As more R&D funding becomes available to medical instrument and supply manufacturers, new companies
with new ideas will continue to enter the industry and develop new product lines. Many of these new companies will
likely also have at least partially established footholds in other similarly growing industries, such as the
biotechnology industry. Over the 10 years to 2026, the number of industry enterprises is anticipated to increase at
an annualized rate of 1.2% to 2,449 companies. The number of industry establishments is also anticipated to
increase at a similar rate.

In addition, the number of adults in Canada aged 65 and older is expected to increase over the five years to 2026, in
addition to the country's aforementioned total health expenditure. Both of these factors in particular are likely to work
in combination with each another, as demand for the advent of new diagnostic medical tools to treat Canada's
burgeoning population of elderly individuals will continue spurring product growth in the industry. Nonetheless, the
industry is likely to continue experiencing robust merger and acquisition activity, with some companies choosing to
forego new product development in favour of maintaining established product lines, particularly for manufacturers
that concentrate the majority of their operations on the manufacturing of consumables and disposables, which do
not change frequently. Overall, however, a growing number of industry operators, rising R&D and technical change
and increasing health expenditure for the country are expected to bolster industry expansion in the long run,
providing the industry with a positive outlook.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Medical Supplies Wholesaling in Canada

2nd Tier

Dentists in Canada

Hospitals in Canada

Veterinary Services in Canada

Primary Care Doctors in Canada

Specialist Doctors 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

Nursing Care Facilities in Canada

Key Selling Industries
1st Tier

Plastic Pipe & Parts Manufacturing in Canada

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

2nd Tier

Coal Mining in Canada

Oil Drilling & Gas Extraction in Canada

Sand & Gravel Mining in Canada

Metal Ore Mining In Canada

Products & Services

  DIAGNOSTIC APPARATUSES

Diagnostic apparatuses are tools that are used in the detection and
diagnosis of diseases and illnesses.

Similar to all aspects of the Medical Instrument and Supply Manufacturing industry in Canada, this segment does
not encompass electromedical products, many of which are used for diagnostic purposes. For more on diagnostic
electromedical products, please refer to the Medical Device Manufacturing industry in Canada (IBISWorld report
33451bCA). Nonelectromedical products include diagnostics such as blood test kits and endoscopes.

Although demand for diagnostic apparatuses remains relatively steady in the long run due to the preventative and
low-cost nature of many of the segment's products, this segment's share of industry revenue may nonetheless prove
vulnerable to external competition moving forward, as technological advances in the medical device manufacturing
field in more recent years have caused electromedical apparatuses to become more affordable and generally more
accurate as well. As increasing numbers of facilities, physicians and patients are better able to afford electromedical
diagnostic tools, those products will increasingly compete with industry diagnostic apparatuses as a consequence,
threatening to shrink this segment's share of total industry revenue. This trend has already begun to occur over the
five years to 2021, as diagnostic apparatuses have decreased as a share of industry revenue. Diagnostic
apparatuses are expected to account for 22.0% of industry revenue in 2021.
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CONSUMABLES

Consumables make up an estimated 16.5% of industry revenue in 2021,
and have remained stable as a share of revenue over the past five years.

Consumables include products that help healthcare providers administer critical care. For example, consumables
include gloves, catheters, blades and scalpels, IVs, bandages and adhesives, among several other products.
Hospitals in particular are a significant consumer of consumable products.

PATIENT AIDS

Patient aids are anticipated to account for 13.5% of revenue in 2021.

This product segment includes aids for hearing, mobility, respiratory and rehabilitation purposes, among other
applications. Over the past five years, demand for this product segment has been stable.

ORTHOPEDIC AND PROSTHETIC PRODUCTS

The growing incidence of musculoskeletal afflictions in Canada, partly
due to age-related causes, has driven increased research into
orthopedics, which has, in turn, supported the development of new
surgical instruments and tools that can assist healthcare professionals in
treating these conditions.

In 2021, this product segment is expected to comprise 12.5% of industry revenue. Start-ups focused on
biotechnology, for instance, have drawn from the fields of biology, product design, medicine and materials science to
develop newer, lighter prosthetics. Canadian initiatives such as Grand Challenges Canada, a government-funded
global health engineering research program, have given the incentive for such development and have already
resulted in the development of products such as the LC Knee, which is an affordable prosthetic designed for people
who have lost a leg above the knee. As a result of growing demand and support from the research community, this
segment's share of total industry revenue is expected to expand over the five years to 2026.

DENTAL PRODUCTS AND OTHER

In 2021, dental products are projected to comprise 8.0% of industry
revenue.

This segment has remained stable as a proportion of industry revenue over the past five years. In addition to dental
products, industry operators also produce a wide variety of other nonelectromedical instruments and supplies.
These include, but are not limited to, wheelchairs, anesthesia equipment and dialysis apparatuses, and are
expected to comprise the remaining 27.5% of industry revenue in 2021.

Demand
Determinants

Demand for products in the Medical Instrument and Supply Manufacturing
industry in Canada is largely driven by the healthcare needs of the
population and, less commonly, external public health events such as the
COVID-19 (coronavirus) pandemic.

As Canadians require more medical services, consumers will increasingly purchase medical supplies for personal
use, and more healthcare facilities will buy instruments for treatment. As the average Canadian ages, overall
spending on healthcare is projected to rise due to the increased incidence of age-related afflictions. According to
IBISWorld projections, as the Canadian population aged 65 and older is expected to grow an annualized 3.5% over
the five years to 2026, the overall level of healthcare spending will likely increase, driving demand for industry
products.

Although all Canadians have access to publicly funded healthcare for most medical needs, the majority of
Canadians rely on personal spending or private insurance to cover their dental and vision needs. Dentistry
instruments make up a portion of industry revenue, and Canadians' ability to afford dentistry services will be largely
dependent on either their level of disposable income or their access to private insurance, which is generally offered
by an employer. As consumer demand for dentistry and dentistry-related services rises, so will dentists' need to
replace or buy new instruments and supplies. Consequently, demand for industry products is affected by
macroeconomic conditions including disposable income and employment levels.
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Trade conditions also affect industry demand. Canadian-made medical, dental and veterinary instruments and
supplies sold in overseas markets are expected to generate just over one-third of total industry revenue in 2021. As
a result, conditions in export markets can have a significant influence on industry demand. This holds particularly
true for the United States. As access to healthcare increases in that country, demand for medical instruments and
supplies, including those imported from Canada, is also likely to increase as a result. Lastly, currency fluctuations
can greatly influence demand for industry products. The relative value of the Canadian dollar to the currency of a
particular trading partner may cause Canadian products to become more attractive to foreign buyers, or in the
opposite case, subject the industry to heightened competition from relatively more affordable imports. Currency
fluctuations in turn are often influenced by global economic sentiment, as is most evident regarding the coronavirus
pandemic. As a result of worldwide investor uncertainty and general economic uncertainty stemming from the
spread of the virus globally, currency fluctuations on a global scale are likely, of which the loonie is no exception.

Major Markets

  HOSPITALS

Altogether, healthcare facilities comprise the largest market for industry
products.

These facilities can include traditional medical institutions such as hospitals, which are projected to comprise 26.4%
of industry revenue in 2021.

OTHER HEALTHCARE INSTITUTIONS

In addition to hospitals, other healthcare institutions represent yet
another facet of the broader healthcare facilities segment.

These facilities typically include the clinics or first-aid stations that are oftentimes located in schools, camps, day
care centres, offices and other typically nonmedical establishments. In 2021, these other healthcare institutions are
estimated to comprise 10.8% of industry revenue, a market segment that has remained stable over the five years to
2021.

PHYSICIANS

In 2021, physicians are estimated to account for 15.0% of total industry
revenue.

According to the Canadian Institute for Health Information (CIHI), in 2018, there were 89,911 physicians in Canada
(latest data available), representing a 3.8% increase compared with 2017. According to the CIHI, there are also 241
physicians in Canada per every 100,000 Canadians, indicating a national shortage of physicians when it comes to
serving the needs of the general population. This is, however, a problem across many developed economies, such
as in the neighbouring United States. Over the coming years, Canada's physician shortage is expected to increase.

DENTISTS, VISION CARE SPECIALISTS AND OTHER HEALTH PROFESSIONALS

Other healthcare providers such as dental and vision care providers,
among other healthcare professionals, comprise the remaining healthcare
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facilities segments for the domestic industry.

In 2021, dentists are estimated to account for 6.3% of industry revenue, with vision care providers projected to
account for 2.1%. In addition, all other healthcare professionals, such as private medical offices, government and
educational healthcare facilities and distributors are estimated to account for the remaining 2.5% of revenue in 2021.
Ultimately, distributors represent a negligible portion of industry revenue, as many organizations already work
directly with manufacturers, many of which operate on a small and local basis and therefore favour a more
personalized relationship between client and producer as opposed to encouraging the usage of intermediaries. All of
the aforementioned segments have remained stable as a share of revenue over the past five years.

Many of the instruments and supplies that are manufactured by the industry as a whole are specifically designed for
professional use, such as surgical instruments and diagnostic tools used by physicians. Medical professionals may
also use industry products to conduct medical research. However, the majority of the instruments and supplies that
healthcare facilities purchase are used to provide inpatient and outpatient care. For this reason, overall demand for
healthcare services has a direct effect on these segments' share of the total industry market, as growing demand for
medical care will require hospitals, clinics and physicians' offices to replace or purchase more supplies. Total health
expenditure in Canada has risen at an annualized rate of 0.4% over the five years to 2021, with these segments'
share of the total industry market growing accordingly.

EXPORTS

Exports are expected to generate 36.9% of total revenue in 2021.

Over the five years to 2021, industry exports are expected to skyrocket due to the COVID-19 (coronavirus)
pandemic. According to data from Innovation, Science and Economic Development Canada, global demand for
medical instruments and diagnostic reagents, excluding laboratory reagents, has also been high more generally,
spurring the industry's export growth. Moreover, global markets have demanded needles and catheters from the
industry's operators, with these products being included in Canada's foremost medical device exports. While exports
have exhibited strong growth over the past five years, growth is expected to slow slightly in comparison over the five
years to 2026, and the future of the industry's international trade overall remains uncertain due to the outbreak of the
coronavirus despite many of the world's countries entering a stage of economic recovery. For more information on
exports, refer to the International Trade section of this report.



Medical Instrument & Supply Manufacturing in Canada August 2021

21 IBISWorld.com

International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

Imports

Over the five years to 2021, medical instruments and supplies manufactured outside Canada have satisfied a rising
portion of domestic demand regarding the Medical Instrument and Supply Manufacturing industry in Canada. In
2016, imported industry products satisfied 69.6% of domestic demand, but are expected to account for 77.6% of
domestic demand in 2021. The total value of industry imports is expected to rise at an annualized rate of 8.7% over
the five years to 2021, totalling $9.6 billion.

An estimated 31.9% of the industry's annual imports originate from the United States in 2021, compared with 44.1%
in 2016, indicating a decreasing reliance on US products as other foreign nations increase their respective shares
on the global market regarding their ability to manufacture the same products while simultaneously taking advantage
of the less expensive labour costs and raw input materials that are available to them. For example, China is
expected to account for 23.4% of imports in 2021, up from 10.9% in 2016. Meanwhile, another 8.4% of the industry's
imports are sourced from Mexico, which is a beneficiary of the North American Free Trade Agreement (NAFTA) and
its ratified successor agreement, the United States-Mexico-Canada agreement (USMCA), both of which eliminate
the presence of trade barriers between Mexico, the United States and Canada. Moreover, both Mexico and the
United States have the advantage of relatively easy geographic access to Canadian markets, as the United States
shares many border crossings with Canada, while Mexico benefits from the CANAMEX corridor, a system of
highways designated by NAFTA to ensure the easy access of goods between the three countries.

Exports

An economic improvement in export markets during the beginning and middle of the current period, in addition to the
COVID-19 (coronavirus) pandemic, have both stimulated overseas demand for Canadian medical instruments and
supplies over the past five years. The total value of Canadian-made industry products sold abroad is expected to
increase at an annualized rate of 3.4% over the five years to 2021, totalling $1.6 billion. During this same period,
exports' share of total industry revenue has also increased.

The same NAFTA and USMCA protection and geographical proximity that encourage the import of US products into
Canada have also led to the United States representing the foremost destination for Canadian-manufactured
medical instruments and supplies. Sales to the United States account for an estimated 68.6% of the industry's
export revenue in 2021. Moreover, the United States is representative of Canadian industry export patterns insofar
as Canadian-produced medical instruments and supplies are high-end and relatively more expensive; consequently,
the largest Canadian export markets consist of generally wealthy and developed economies that can afford to
purchase high-quality goods. Other well-off countries that contribute to the industry's export revenue include the
Netherlands (8.4%), Japan (3.4%) and China (3.2%).
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Business
Locations

  Similar to most manufacturers, medical instrument and supply producers in the Medical Instrument and Supply Manufacturing
industry in Canada benefit from being located near upstream suppliers, downstream customers and access to transportation
infrastructure. As a result, Canada's more remote areas, such as Newfoundland (0.4%) and Prince Edward Island (0.3%), account
for less than 1.0% of all industry establishments combined, while the country's more populous provinces, such as Ontario and
Quebec, account for more than half of all establishments in 2021.

Ontario

More medical instrument and supply manufacturers are located in Ontario in comparison with any other Canadian province. In
2021, Ontario is home to 39.9% of all industry locations. The province also contains 38.8% of the total population of Canada,
making it a desirable location for manufacturers that desire access to downstream retail markets and hospitals, both of which tend
to be clustered near population centres. Moreover, Canada's capital city, Ottawa, has experienced a high-tech boom in recent
years that has encouraged manufacturers of high-tech goods, such as medical instruments, to locate in or near the city, which has
been called Silicon Valley North. Ottawa is also a traditional hub of Canada's health and life sciences sector, further encouraging
industry establishments to locate in this area, where they will have access to a labour pool of trained engineers and healthcare
professionals.
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About half of all cross-border commerce between Canada and the United States, Canada's largest international trade partner,
passes through Ontario. Easy geographic access between Canadian manufacturers and the US market via thoroughfares such as
Ontario's Detroit-Windsor Tunnel further encourages medical supply manufacturers to build locations in this province.

Quebec

Quebec, the second-most populous province, is home to the second-largest number of industry establishments at 21.4% in 2021.
In addition to being home to population centres such as Montreal and Quebec City, Quebec is home to millions of people and
contains a wide variety of healthcare institutions. The province also has world-renowned universities such as McGill University,
Concordia University and the University of Montreal. These universities are prestigious research institutions, encouraging medical
instrument and supply manufacturers that set up locations nearby to rely on university resources and well-trained graduates for
research and development (R&D) support. Quebec is also a major centre of biotechnology and pharmaceutical activity in Canada,
as indicated by the presence of medical research giants Pfizer Inc., Novartis AG and Merck & Co. Inc., all of which have
operations in Quebec. This robust medical science environment is further supported by Quebec's provincial government initiatives,
known as Strategies quebecoises de la recherche et de l'innovation, or SQRI, designed to encourage R&D within the province,
such as various tax breaks. These incentives have also drawn industry manufacturers to the region.

Furthermore, Quebec entices medical instrument and supply manufacturers due to its proximity to export markets. In addition to
ground links between the province and New York, Vermont, New Hampshire and Maine, Quebec is also home to the Saint
Lawrence Seaway and the Port of Montreal. In addition to further facilitating Canada-United States trade, these waterways provide
access from Quebec to the Atlantic Ocean, making it easy for manufacturers located in Quebec to ship goods to export markets in
Europe, which is particularly essential to industry operations following the implementation of the Comprehensive Economic and
Trade Agreement between Canada and the European Union in late 2017.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration for the Medical Instrument and Supply Manufacturing industry in Canada is low, with no
single industry operator accounting for more than 10.0% of industry revenue in 2021. Microbusinesses, which
employ fewer than five employees, and small businesses, which employ between five and 99 employees, dominate
the industry, with 47.7% and 49.6% of industry establishments being either micro or small, respectively. Moreover,
there are only two establishments with more than 500 employees in the industry. Due to their quick adaptability,
ability to identify market niches and their considerable innovative potential, small operators form an important
component of the worldwide healthcare sector, particularly in fields such as medical device development, which
require significant research and development. The industry's market share concentration has remained relatively
stable over the five years to 2021, as consolidation in some of the industry's relevant downstream markets has
encouraged instrument and supply manufacturers to consolidate as well. Nonetheless, new operators continue to
enter the industry to take advantage of available research and development funding in response to growing demand.
IBISWorld expects these trends to continue over the five years to 2026.

Key Success
Factors

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

Undertaking technical research and development:
Successful industry companies will be able to gain a competitive edge by investing in research and development to
design and produce the most advanced medical equipment.

Establishment of export markets:
Exports account for nearly one-quarter of industry revenue, so companies will benefit from having well-established
markets in foreign countries.

Economies of scale:
Large companies will be better able to negotiate favourable supply contracts and maintain their profit.

Having contacts within key markets:
Companies with well-established distribution networks will be better able to sell their products and get feedback from
end users.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 8.8% of total revenue in 2021, down from
11.2% in 2016. Profitability, however, varies across the industry based
on a company's size and its specific product offerings. Companies with
advanced proprietary technologies will likely garner a higher profit
margin compared with companies making homogeneous low-priced
goods, such as tongue depressors. Similarly, large companies will likely
be able to leverage their size and market share into increased
purchasing power, enabling them to establish favourable supply and
distribution contracts, both of which keep costs low and boost average
profitability. However, a higher profit margin for those with proprietary
technologies is nevertheless slightly offset by the costs of research and
development, which may capture a larger portion of revenue and
diminish profitability in the process.

 

  Wages

Labour costs, which include wages, salaries, benefits and any other
employee costs, are expected to comprise 27.0% of total industry
revenue in 2021, up slightly from 25.3% in 2016. Wages represent a
larger portion of industry revenue compared with many other
manufacturing industries because of the highly specific and sensitive
nature of many industry products. Since medical products can have
significant health-related effects on the well-being of the patient on
whom they are being used, manufacturers must make products to
exacting standards. Moreover, products that are innovative and cutting
edge are extremely important to companies that want to maintain an
edge over the competition in an industry that is already competitive.
Both of these factors encourage industry operators to hire technically
skilled, high-wage workers, keeping industry costs high. Furthermore,
wage growth that has surpassed revenue growth and nearly surpassed
employment growth over the five years to 2021 has contributed to
wages increasing as share of revenue.
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  Purchases

As is the case in many manufacturing industries, purchases represent
the largest cost for medical instrument and supply manufacturers.
Industry operators must purchase the raw components of their
products. Due to the wide range of products this industry produces,
purchases' share of industry revenue generally remains relatively
steady in the long run. Over the five years to 2021, however, purchases
declined slightly alongside the price of some crucial inputs. If the cost of
one input commodity goes up, it will likely only affect some industry
producers, particularly small operators that are unable to secure
favourable supply contracts. Industry purchases include cotton, steel,
glass, plastic, wood, rubber and paper. Purchases are expected to
account for 32.5% of industry revenue in 2021.

 

  Marketing

Although marketing costs are more directly relevant to larger industry
operators, they nonetheless represent an important part of the
industry's cost structure. In 2021, marketing expenses are anticipated
to comprise 3.0% of industry revenue.

 

  Depreciation

Depreciation encompasses the costs that are associated with the wear
and tear on assets. For the Medical Instrument and Supply
Manufacturing industry in Canada, depreciation is a concern for
operators regarding the condition of the capital stock used by
enterprises in the manufacturing process. Depreciation is projected to
represent a negligible share of industry revenue, accounting for 1.7% of
revenue in 2021.
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  Rent

Industry operators must inevitably endure costs stemming from rent, in
addition to utilities. Rental costs tend to vary from operator to operator,
with these differences most starkly apparent when comparing a large,
vertically integrated industry operator with a smaller operator that only
manufactures in one particular product line. In 2021, rental costs are
estimated to account for 4.5% of total industry revenue, remaining
relatively steady as a share of revenue over the past five years.

 

  Utilities

Similar to rental costs, utility expenditures vary among industry
operators. In 2021, utility costs are estimated to account for a negligible
share of industry revenue, accounting for 0.9%, remaining unchanged
as a share of revenue over the past five years.

 

  Other Costs

Other revenue costs are largely devoted to research and development
(R&D), which is vital for keeping up with technological advances in the
healthcare field, and new products themselves are a key driver for long-
term industry growth. Bookkeeping and legal fees, insurance and
transportation also contribute to the miscellaneous costs that operators
in the industry must contend with, though they tend to remain relatively
stable over time. R&D expenditure in Canada, however, has increased
over the past five years. To this end, other costs for the industry are
estimated to comprise the remaining 21.5% of industry revenue in
2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  Design, performance, quality, price and technological innovation are
among the key factors that affect competition for operators in the Medical
Instrument and Supply Manufacturing industry in Canada.

These factors are particularly important in the healthcare sector due to the influence that medical devices can, and
oftentimes do, have on the well-being of their end users. Industry sales are driven largely by the introduction of new
products, which are created with the support that stems from significant research and development investment.
Medical device manufacturers are increasingly specializing in one area of medicine, and sometimes in a single type
of treatment, to focus their technological development. The high degree of specialization in a field of rapid innovation
enables small companies to compete successfully, but also increases the risk of technological obsolescence for any
individual company.

Larger operators in the industry are vertically and horizontally integrated multinationals with a high degree of pricing
power. Large companies with strong brands can have an advantage over other lesser-known brands. However,
some low-cost industry products may also appeal to some markets, as is the case for low-tech industry supplies
such as tongue depressors. Over the coming years, price competition will likely become more important as
government and healthcare providers push for price concessions. As a result, industry operators will increasingly
exploit sources of cost cutting, including acquisitions to achieve economies of scale, the development of proprietary
technology, pursuing lower-cost input materials and further outsourcing industry services.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady

  The Medical Instrument and Supply Manufacturing
industry in Canada exhibits moderate barriers to entry.
The industry is relatively competitive, and it may be
difficult for new industry operators to compete directly with
incumbents on the basis of price or brand name. Some
large companies that are already well-established in the
industry, such as Baxter International Inc., possess a
wealth of resources at their disposal, and are
consequently able to invest billions when it comes to their
research and development expenditure. New start-ups,
however, are usually unable to compete on the same
level as these resource-rich companies, putting them at a
disadvantage from the beginning. Ultimately, industry
incumbents have the advantage of economies of scale,
brand recognition, trade reputation and long-term supply
contracts with crucial downstream clients including
hospitals and universities.

Nevertheless, the industry is also relatively fragmented,
and industry operators produce a wide variety of
instruments and supplies. As a result, a newcomer may
have an opportunity for entry into the industry if the
company in question is able to either find a niche market
or make a significant improvement to an existing product
line. Technological development occurs rapidly in the
medical sector, and although some potential entrants may
not be prepared for this level of activity, other more
technically oriented operators with advanced product
designs may be able to adapt to this pace and carve out a
competitive niche. Moreover, for more generic products
such as crutches or gloves, barriers to entry are
significantly lower, facilitating industry entrance in these
areas. Importantly, these types of businesses do not need
to dedicate inordinate resources to research and
development since these standardized product lines are
widely used. Conversely, these businesses are less
profitable than those that develop proprietary technology.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Growth  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Medical Instrument and Supply Manufacturing industry in Canada exhibits a high level of globalization, as US-based
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companies manage many Canadian medical instrument and supply manufacturing facilities. In addition, many of these
large companies, such as Baxter International Inc., also have extensive manufacturing and distribution operations across
Europe, the Middle East, Africa, Latin America and the Asia-Pacific region. Further lending credible evidence to this trend
is the fact that both of the major players mentioned in this report, those with a substantial market share, are foreign-
owned with a sizable presence in the domestic industry that hinges on their manufacturing and distribution facilities.

International trade is also high and rising for the industry, exacerbating the pattern of increasing globalization to the
detriment of domestic industry operators. Imports are expected to satisfy over three-quarters of Canadian demand for
medical instruments and supplies in 2021, while exports are anticipated to generate just over one-third of total industry
revenue. International trade is particularly robust between the United States and Canada, due largely to their shared
border and the trade protections afforded to both countries by the recently ratified United States-Mexico-Canada
Agreement. However, the ongoing COVID-19 (coronavirus) pandemic has the potential to limit the industry's engagement
in international trade in the short run despite the recovery of many of the world's economies due to both potential supply
chain disruptions and a general manufacturing slowdown worldwide in an attempt to limit the spread of the virus.
Nevertheless, Canada's position as a developed economy at the forefront of the global healthcare sector may prove
advantageous for industry operators, as medical instruments and supplies will likely be in high demand domestically and
abroad as global healthcare systems begin to cope with the strain of the virus' spread on their respective infrastructures.
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Major Companies

Major Players Baxter International Inc.

Market Share: 6.7%

Brand Names Gambro, ApaTech Limited, AesRx LLC,
Synovis Micro Companies Alliance Inc., Baxter World
Trade Corporation

  Baxter International Inc. (Baxter) employs 50,000 people worldwide and is involved in the production of vaccines,
biological products, specialty pharmaceuticals and industry-relevant medical equipment, although the company
made the decision to exit the vaccines business just prior to the beginning of the period. More specifically, Baxter's
portfolio of products mostly revolves around the treatment of hemophilia, kidney disease, autoimmune disorders and
other illnesses that are both chronic and acute in nature. The company was founded in 1931 and is headquartered
in Deerfield, IL. Baxter maintains 50 manufacturing locations worldwide, including one industry-relevant
manufacturing facility in Alliston, ON.

The US-based company has long been losing market share in its home country, and has accordingly embraced
strategies to bolster its global market share, primarily through engaging in acquisition activity. For example, in 2016,
Baxter announced its acquisition of Claris Lifesciences' generic injectables subsidiary for $625.0 million, a deal that
closed in the second half of 2017. Baxter also possesses numerous other subsidiaries, including but not limited to
Gambro, ApaTech Limited, AesRx LLC, Synovis Micro Companies Alliance Inc. and the Baxter World Trade
Corporation. In recent years, Baxter has been scrutinized by the public eye for a variety of controversies, most of
which were related to the company's range of products, specifically those that are used in treating renal failure in
addition to Baxter's intravenous (IV) products more generally.

Financial performance

Baxter's industry-relevant operations include manufacturing IV solutions, infusion pumps and inhalation anesthetics,
with Baxter being positioned favourably in the Canadian market for its home-based dialysis therapy products.
Notably, the company is the only medical instrument and supplies manufacturer in Canada that produces peritoneal
dialysis solutions. Baxter's industry-relevant revenue is estimated by IBISWorld to increase at an annualized rate of
3.2% over the five years to 2021, underscoring Baxter's strong performance internationally despite the ongoing
COVID-19 (coronavirus) pandemic as it has sought to expand its operations and increase its market share in the
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world market. The company is estimated by IBISWorld to generate $296.3 million in revenue in 2021 through its
Canadian operations. However, Baxter's operating profit for its Canadian operations, defined as earnings before
interest and taxes, has decreased at an annualized rate of 27.0% to $25.6 million during the same period, most
likely due to operating difficulties caused by the pandemic.

 
Baxter International Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 253.2 N/C 123.3 N/C
2017 274.5 8.4 15.8 -87.2
2018 282.1 2.8 39.4 149.7
2019 295.6 4.8 26.3 -33.3
2020 306.6 3.7 29.2 10.8
2021 296.3 -3.4 25.6 -12.3

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

Becton, Dickinson and Company

Market Share: 6.1%

  Established in 1897 and headquartered in Franklin Lakes, NJ, Becton, Dickinson and Company (BDC) is an
international manufacturer of healthcare products. BDC concentrates the majority of its operations in three
segments, which include medical, life sciences and interventional. The medical segment primarily manufactures and
distributes diabetes care supplies, medication management solutions, medication and procedural solutions and
pharmaceutical systems to more than 50 international markets. Conversely, the life sciences segment focuses on
biosciences, diagnostic systems and preanalytical systems. Both segments are focused on research and
development, facilitating the market dominance of BDC even in a fragmented economic environment. Additionally,
the company's interventional segment includes surgery, peripheral intervention, urology and critical care.

The company's downstream markets include healthcare institutions, scientific research facilities, clinical laboratories,
universities, the pharmaceutical industry and consumer markets. BDC's dedication to research and development,
most particularly within the field of biosciences, has bolstered its recent and robust growth alongside some
acquisition activity, although most of these purchases have occurred outside of Canada. Importantly, BDC's
biosciences operations, which include fluorescence-activated cell sorters and analyzers, monoclonal antibodies,
various kits for cell analysis, reagent systems, cell imaging systems, tissue culture and fluid handling laboratory
products and cell culture media supplements, are geared toward the burgeoning field of biopharmaceuticals, and
have underpinned its success in Canada and abroad. With nearly 400 manufacturing and office facilities worldwide,
five of these are located in Canada, where the company employs more than 300 people.

Financial performance

While BDC's sales to the United States consistently generate more than 50.0% of total company revenue, sales to
Canada are expected to generate significantly less in comparison. The company's industry-relevant segments have
experienced steady revenue growth over the five years to 2021, however, with BDC's latest safety engineered
products, such as sharps designed specifically to minimize the risk of injury to healthcare workers, and the
aforementioned biosciences products spurring revenue increases. To this end, over the five years to 2021, revenue
derived from BDC's industry-relevant operations is expected to increase at an annualized rate of 9.0% to $267.5
million. Furthermore, the company's operating profit, defined as earnings before interest and taxes, is also expected
to increase, rising at an annualized rate of 12.4% to $37.0 million during the same period. Overall, BDC's industry-
relevant revenue has increased in nearly every year of the reporting period with the exception of 2020 as the result
of the coronavirus pandemic, cementing the company as one of the major players in the industry.
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Becton, Dickinson and Company (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 174.0 N/C 20.6 N/C
2016-17 165.0 -5.2 20.8 0.6
2017-18 218.0 32.1 20.6 -0.9
2018-19 241.6 10.8 24.6 19.4
2019-20 241.4 -0.1 20.9 -14.9
2020-21 267.5 10.8 37.0 76.9

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

Other Companies The Medical Instrument and Supply Manufacturing industry in Canada is highly fragmented, with most businesses
running small-scale operations that focus on research and development. According to Statistics Canada, 97.3% of
all industry establishments employ fewer than 100 workers, and 47.7% employ fewer than five, demonstrating the
extent of the industry's fragmentation. Ultimately, because many medical instruments, including wheelchairs,
prosthetic appliances, gloves, autoclaves and crutches, are relatively generic and standardized, operators that do
not focus on research and development can compete with others that sell similar equipment. However, these
operators will nonetheless struggle to attain a substantial market share without an innovative product development
focus or the advantages of broader operations achieved through economies of scale.

StarFish Medical

  Market Share: 0.4%
  StarFish Medical (StarFish) is just one example of a small-scale business belonging to the industry whose primary

focus is research and development. StarFish is a medical device design, development and contract manufacturing
company located in British Columbia. Overall, the company's business strategy consists of partnering with other
innovation-focused companies, both large and small, to ultimately develop groundbreaking products pertaining to a
wide variety of specialties and facets of the medical sector in aggregate. Although StarFish maintains only one
manufacturing facility at present, its facility in British Columbia, the company is active in its mission to revolutionize
the design of medical products, having manufactured a range of products such as mass spectrometers, robotic cell
separators, osseointegration systems, sleep apnea devices, surgical devices, MRI and CT imaging solutions, micro-
ultrasound systems, ultrasound eye scanners and DNA sample preparation devices. Since the company's status is
private, it does not release any financial information to the public. However, IBISWorld anticipates StarFish's
industry-relevant revenue to reach $18.0 million in 2021, corresponding to a negligible (0.4%) market share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Medical Instrument and Supply Manufacturing industry
in Canada exhibits a low level of capital intensity. For every
$1.00 the average industry operator expends on labour,
$0.06 is spent on capital expenses in 2021. Overall, capital
expenses have remained relatively stable over the five
years to 2021 due to the countervailing influence of high
salaries on capital expenditures. This discrepancy indicates
high industry wages rather than a lack of need for capital
equipment in the industry. In addition to hiring workers to
oversee various production lines, manufacturers in the
industry must also hire skilled medical research and
product design personnel. This has the effect of keeping
the industry's average wage level high relative to
depreciation, which is a proxy for capital costs. Since these
employees are technically skilled and well-educated, they
can generally demand to be paid a higher salary, raising
the industry's labour intensity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

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.

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

Very Low Market
Concentration

Very
Unlikely

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

  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.

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

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

Overall, operators in the Medical Instrument and Supply Manufacturing
industry in Canada do not experience significant disruption to their range of
operations caused by technological advances in competing industries,
primarily because operators provide an essential output that cannot be easily
replaced.

More specifically, no matter how many advances occur in medical technology, the need for medical instruments and
supplies will always remain in demand. People and animals alike will continue to get sick, and curing certain diseases will
not prevent new ones from arising. Moreover, there are no substitutes for the industry's products, and the manufacturing
process regarding medical instruments and supplies is very labour- and skill-intensive. As a result, the introduction of new
technology mostly centres around improving the efficiency of the manufacturing process, further insulating the industry from
disruptions that would render it irrelevant or easily replaceable by another industry.

The level of technology change is    High

  Due to the competitive nature of the Medical Instrument and Supply
Manufacturing industry in Canada, in combination with its strong dependence
on product innovation, operators spend extensively on research and
development (R&D).



Medical Instrument & Supply Manufacturing in Canada August 2021

35 IBISWorld.com

Innovation and product development act as the most important source of growth within the industry, and development
advantages enable operators to achieve an above-average profit margin.

Two major trends have emerged in recent years to make medical instruments more affordable and more accessible for
patients, namely, miniaturization and portability. Today, medical manufacturers are moving entire systems, from home-
based and clinical instruments to imaging applications, into a portable unit about the size of a cell phone or even smaller.
Older technologies, such as large equipment tethered to a wall, have become more available in mobile clinics, ambulances
or a doctor's bag for house calls. Companies that are able to successfully leverage their technical prowess to bring
convenience to their customers will consequently maintain a competitive edge in the market.

Production technology

Medical instrument manufacturers, having already adopted automation for the
most basic production tasks, are now increasingly focusing on machines that
are designed to automate complex and precise operations.

This automated equipment can perform a wide variety of applications, including medical instrument assembly and
dispensing, lab automation, machine tending, material handling, packaging and electronics assembly. The evolving
manufacturing needs of industry operators in a highly competitive work environment have led to the production of
automated medical devices capable of processing multiple work pieces simultaneously. Overall, since the industry is
primarily characterized by high research and development levels, both production technology and new product
development have been at the forefront of industry operations and medical innovation writ large.

Revenue
Volatility

The level of volatility is    Medium

  The Medical Instrument and Supply Manufacturing industry in Canada
experiences a moderate level of revenue volatility.

Medical need acts as the primary factor that drives demand for industry products, keeping fluctuations in demand relatively
stable except for certain unprecedented effects such as the COVID-19 (coronavirus) pandemic of 2020 and 2021.
Moreover, as the Canadian population steadily ages, more senior citizens need healthcare for age-related afflictions, further
stabilizing and bolstering demand. Conversely, the major contributors to oscillations in demand and, by extension, revenue,
are the influence of both import penetration and currency valuations, which can either encourage or discourage
international trade. Demonstrating this trend, international trade largely shapes the industry, as imports satisfy over three-
quarters of demand for medical imports and supplies. Similarly, exports generate just over one-third of industry revenue.
Demand shifts in downstream foreign markets can also contribute to instability in industry revenue. Ultimately, over the five
years to 2021, industry revenue fluctuated an average of 5.8% year-over-year, connoting a moderate level of volatility.

Lastly, the nondiscretionary nature of most medical instruments and supplies also aids in buffering industry revenue from
any major changes in macroeconomic conditions. Canadians have access to publicly funded healthcare, which largely
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protects demand for medical services from any fluctuations in the national unemployment rate. Dentists may be more
susceptible to changes in the economy at large, as most Canadians pay for dental care with either private insurance and/or
personal disposable income, but dental instruments and supplies comprise a relatively small portion of total industry
revenue, making this effect negligible in relation to the whole.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

All products belonging to the Medical Instrument and Supply Manufacturing
industry in Canada are subject to Health Canada's regulations.

Furthermore, all medical products manufactured by industry operators are regulated under the Food and Drugs Act and the
Canadian Medical Devices Regulations (CMDR). Enacted in 1988, the CMDR establish safety and effectiveness
requirements for all medical products and require imports to bear a compliant label before they can be sold in Canada. The
Food and Drugs Act grants permission to Canadian manufacturers to export their products in accordance with the receiving
country's laws, regardless of domestic approval status. As a result of this, some foreign-owned companies have been
prompted to establish export manufacturing from Canada.

All medical products 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. Class I medical devices, however, are not
subject to QMS regulations. Medical devices are regulated under a risk-based system, with Class I signifying the lowest risk
category and Class IV signifying the highest risk category. As the level of risk rises, the medical devices in question are
subject to increasingly meticulous scrutiny. These classifications are determined by the Canadian Risk-Based Classification
System, which exists under the auspices of the Therapeutic Products Division of Health Canada. Some industry products
are classified as Class I due to their relative simplicity, and thus will not be subject to the same QMS.

The Medical Devices Regulations require manufacturers, importers and distributors to maintain distribution records for each
medical product sold in Canada. The distribution records must provide sufficient information for a complete and rapid
withdrawal of the product from the market, if necessary. Additionally, manufacturers, importers and distributors are
obligated to keep records of reported problems relating to the performance and safety of medical equipment and actions
taken in response to adverse incidents and recalls. If a recall is deemed necessary, then the manufacturer or importer is
required to report to the Ministry of Health the results of the recall and the preventative measures taken in response to the
issue. All in all, regulations for the industry are high, as are most aspects of the healthcare sector.

Industry
Assistance

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

Tax incentivesCanada has begun supporting the Medical Instrument and Supply
Manufacturing industry in Canada through the administration of tax incentives
for research and development (R&D).

D). In addition, the country has some of the most generous scientific research and experimental development (SR&ED) tax
incentives among the G7 countries, which consist of Canada, France, Germany, Italy, the United Kingdom, Japan and the
United States. The SR&ED program in particular is a federal tax incentive program administered by the Canada Revenue
Agency, and provides the largest single source of federal government support for industrial R&D. Under this program,
claimants receive cash refunds or tax credits for their expenditures on eligible R&D work completed in Canada. Moreover,
several Canadian provinces offer specific incentive programs. For example, Ontario offers a higher tax credit for companies
contracting with business research institutes, while Quebec offers tax credits for companies contracting with universities.

At the federal level, the Canadian Association for Healthcare Reimbursement (CAHR) unites healthcare reimbursement
professionals from the government, academic and private sectors to facilitate a more comprehensive understanding of
potential reimbursement strategies and options for industry operators, as well as those that develop medical devices and
drugs. At the provincial level, regulatory bodies including Alberta Health, the Ministry of Health in British Columbia and the
Department of Health and Wellness in Nova Scotia are responsible for disseminating tax incentive information and potential
reimbursement initiatives at both the federal and provincial levels. Essentially, industry operators receive some government
assistance, but also have access to a plethora of organizations focused on educating those manufacturers to more
thoroughly understand the arduous task of obtaining these subsidies.

Tariffs

Under the North American Free Trade Agreement (NAFTA) and its ratified successor agreement, the United States-Mexico-
Canada Agreement (USMCA), certain products, including most medical equipment, that originate from Canada, Mexico and
the United States have low or nonexistent tariff rates when traded between these countries. To experience these benefits,
medical products must receive a Certificate of Origin. Plus, in addition to other required documents, Canadian
manufacturers must have the employer number of the relevant importer and/or exporter to receive the certificate; this
number has been previously assigned to these individuals or companies by the Canada Customs and Revenue Agency.
Other free trade agreements, including the Comprehensive Economic and Trade Agreement (CETA) negotiated between
Canada and the European Union and officially implemented in late 2017, contain similar benefits for industry operators that
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export to pertinent regions. However, this advantage should be understood with the caveat that these agreements also
encourage import competition.
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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)

Research and
development
expenditure

($b)
2012 3,610 1,348 2,370 2,264 16,769 747 5,092 898 7,956 32.4
2013 3,542 1,313 2,296 2,191 17,458 791 5,219 939 7,969 31.9
2014 3,365 1,220 2,336 2,225 16,242 912 5,429 874 7,882 32.9
2015 3,682 1,351 2,298 2,187 16,748 1,134 6,261 934 8,808 31.9
2016 4,135 1,572 2,281 2,169 18,918 1,374 6,312 1,045 9,072 32.8
2017 4,224 1,603 2,335 2,219 19,671 1,466 6,473 1,108 9,231 33.0
2018 4,496 1,626 2,443 2,320 21,775 1,482 6,726 1,157 9,740 31.5
2019 4,424 1,682 2,408 2,287 22,750 1,640 6,867 1,175 9,650 31.6
2020 4,298 1,550 2,399 2,282 22,555 1,632 8,587 1,161 11,253 32.4
2021 4,403 1,656 2,431 2,312 23,123 1,626 9,597 1,190 12,374 32.8
2022 4,487 1,687 2,459 2,336 23,685 1,664 9,593 1,217 12,416 33.2
2023 4,560 1,717 2,489 2,365 24,217 1,695 9,669 1,243 12,534 33.6
2024 4,628 1,744 2,523 2,397 24,677 1,723 9,759 1,266 12,664 34.0
2025 4,696 1,770 2,555 2,427 25,123 1,752 9,837 1,288 12,781 34.5
2026 4,764 1,792 2,580 2,449 25,494 1,778 9,860 1,307 12,846 34.9

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Research and
development

expenditure (%)
2012 -7.74 -8.93 -1.38 -1.44 -3.13 -6.26 8.07 -6.66 1.63 0.62
2013 -1.89 -2.60 -3.13 -3.23 4.10 5.98 2.48 4.51 0.17 -1.55
2014 -5.01 -7.07 1.74 1.55 -6.97 15.3 4.03 -6.87 -1.10 3.13
2015 9.42 10.8 -1.63 -1.71 3.11 24.4 15.3 6.84 11.8 -3.04
2016 12.3 16.3 -0.74 -0.83 13.0 21.1 0.81 11.8 2.99 2.82
2017 2.16 2.00 2.36 2.30 3.98 6.68 2.55 6.11 1.75 0.60
2018 6.42 1.43 4.62 4.55 10.7 1.07 3.91 4.37 5.51 -4.55
2019 -1.60 3.42 -1.44 -1.43 4.47 10.7 2.09 1.59 -0.92 0.31
2020 -2.85 -7.83 -0.38 -0.22 -0.86 -0.54 25.1 -1.26 16.6 2.53
2021 2.44 6.80 1.33 1.31 2.51 -0.35 11.8 2.50 9.96 1.23
2022 1.91 1.87 1.15 1.03 2.43 2.34 -0.05 2.32 0.34 1.21
2023 1.60 1.78 1.22 1.24 2.24 1.84 0.79 2.11 0.95 1.20
2024 1.49 1.58 1.36 1.35 1.89 1.66 0.93 1.81 1.04 1.19
2025 1.47 1.49 1.26 1.25 1.80 1.68 0.79 1.73 0.93 1.47
2026 1.45 1.24 0.97 0.90 1.47 1.48 0.22 1.47 0.50 1.15

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 37.3 64.0 20.7 215 24.9 7.08 53,551
2013 37.1 65.5 22.3 203 26.5 7.60 53,758
2014 36.3 68.9 27.1 207 26.0 6.95 53,817
2015 36.7 71.1 30.8 220 25.4 7.29 55,762
2016 38.0 69.6 33.2 219 25.3 8.29 55,212
2017 38.0 70.1 34.7 215 26.2 8.42 56,347
2018 36.2 69.1 33.0 206 25.7 8.91 53,130
2019 38.0 71.2 37.1 194 26.6 9.45 51,666
2020 36.1 76.3 38.0 191 27.0 9.40 51,456
2021 37.6 77.6 36.9 190 27.0 9.51 51,451
2022 37.6 77.3 37.1 189 27.1 9.63 51,400
2023 37.7 77.1 37.2 188 27.3 9.73 51,336
2024 37.7 77.1 37.2 188 27.4 9.78 51,295
2025 37.7 77.0 37.3 187 27.4 9.83 51,260
2026 37.6 76.8 37.3 187 27.4 9.88 51,259

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Medtech Canada
http://www.medtechcanada.org

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

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

Industry Jargon CATHETER
A medical grade tube inserted into the body for any one of several functions, including drainage, the administration
of medicine or to open a blockage.

ORTHOPEDIC SURGERY
The branch of surgery focusing on the musculoskeletal system.

STENT
A small mesh tube used to treat narrow or weak arteries.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.
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