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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 Supplies Wholesaling industry in Canada is expected to grow, partially due to the
COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The industry's profit margin is expected to decrease as a result of the coronavirus pandemic and the resulting
increases in purchase costs. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand for most of the industry's products is expected to increase during the coronavirus pandemic. For more
detail, please see the Products and Services chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Medical Supplies Wholesaling industry in Canada wholesales medical and surgical equipment from distribution

centres. Customers include medical and dental practitioners, veterinarian facilities, clinics and hospitals.

Major Players Cardinal Health Canada Inc.

Main Activities The primary activities of this industry are:

Medical and surgical supplies wholesaling

Medical and surgical equipment wholesaling

Dental supplies and equipment wholesaling

Prosthetics wholesaling

Veterinarian supplies and equipment wholesaling

The major products and services in this industry are:

Consumables

Diagnostic apparatuses

Patient aids

Orthopedic products

Dental products

Other medical equipment
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Supply Chain

SIMILAR INDUSTRIES

Medical Device Manufacturing in
Canada

Medical Instrument & Supply
Manufacturing in Canada

Laboratory Supply Wholesaling in
Canada

Pharmaceuticals & Pharmacy
Supplies Wholesaling in Canada

E-Commerce & Online Auctions in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Medical Supplies Wholesaling in
the US

Dental Equipment Dealers Medical and Scientific Equipment
Wholesaling in Australia

Professional and Scientific Goods
Wholesaling in New Zealand
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Industry at a Glance
Key Statistics

$21.7bn
Revenue

Annual Growth

2015–2020

3.7%

Annual Growth

2020–2025

1.5%

Annual Growth

2015–2025

 

$1.5bn
Profit

Annual Growth

2015–2020

0.6%

  Annual Growth

2015–2020

 

6.7%
Profit Margin

Annual Growth

2015–2020

-1.1pp

  Annual Growth

2015–2020

 

1,875
Businesses

Annual Growth

2015–2020

-0.6%

Annual Growth

2020–2025

0.2%

Annual Growth

2015–2025

 

18,561
Employment

Annual Growth

2015–2020

-0.2%

Annual Growth

2020–2025

1.0%

Annual Growth

2015–2025

 

$2.2bn
Wages

Annual Growth

2015–2020

2.4%

Annual Growth

2020–2025

1.1%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-4.1%
World price of crude oil

3.8%
Corporate profit

0.6%
Research and development
expenditure

0.4%
Total health expenditure

2.1%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Technology Change

Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Barriers to Entry
Medium / Steady   Industry Globalization

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Increasing

 

Key Trends

 IBISWorld expects Canada's healthcare spending to
increase

 The industry's consolidation is projected to intensify

 Technological innovation has strengthened industry revenue

 A rise in the average age of the population will likely bolster
industry revenue

 Neurology, cardiovascular and orthopedic products will
represent areas of opportunity

 Industry profit is expected to increase marginally

 Operators have expanded their operations to include value-
added services, such as device maintenance, to enhance
their profitability
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  High Performance Drivers

  World price of crude oil

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Number of adults aged 65 and older
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Executive Summary Stitched up: The expected economic recovery from the coronavirus
pandemic will likely aid industry profitability

Over the five years to 2020, the Medical Supplies Wholesaling industry in Canada has benefited from downstream
markets' robust demand for medical devices that feature new technologies. For example, many hospitals and other
healthcare providers have demanded medical products that feature microelectronics, such as implantable medical
devices, spurring industry revenue growth. As rapid medical product innovation has occurred, more healthcare
providers have purchased products from industry wholesalers to attract patients with the most up-to-date medical
technologies. The substitution of new and more expensive products, rising prices for existing products and more
per-patient use of medical supplies have contributed to industry growth.

In particular, devices that support the older population, including neurological and cardiovascular products, have
experienced strong sales over the past five years. As a result, companies within this industry are increasingly
wholesaling these types of medical supplies. Moreover, many operators have expanded their operations to include
value-added services, such as device maintenance, to enhance their profitability over the past five years. However,
industry profit has declined over the five years to 2020, mainly as a result of the purchase cost increases from the
rise in commodity prices along with decreased supply from the manufacturing level. Subsequently, demand for the
industry's products has spurred as a result of the COVID-19 (coronavirus) pandemic and the increased demand
endured from the industry's major markets for personal protective equipment (PPE) among other industry products.
As a result, industry revenue is expected to grow an annualized 3.7% to $21.7 billion over the five years to 2020,
with revenue increasing 0.3% in 2020 alone.

New product development among medical device manufacturers will likely continue to support industry growth by
offering solutions to previously unresolved health issues. As medical device manufacturers consolidate, wholesalers
are expected to merge to maintain negotiating power and meet the distribution needs of larger customers. The
expected economic recovery from the coronavirus pandemic will likely aid industry profitability. In addition, industry
operators are expected to implement initiatives focused on improving efficiency, including investing in warehouse
management and demand forecasting systems alongside consolidation activity. Conversely, industry revenue is
forecast to grow an annualized 1.5% to $23.4 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure, which includes public and private spending on healthcare activities, influences the
frequency of use of medical supplies. Medical supplies need to be replaced after a certain number of uses.
Therefore, as more people visit hospitals, dentists and physicians' offices more often, more products will likely be
demanded to treat patients. Total health expenditure is expected to decrease in 2020.

 

Number of adults aged 65 and older

Incidences of disease rise with age, increasing demand for medical treatment. According to the Public Health
Agency of Canada, the elderly population has a high prevalence of chronic, mental health and neurological
conditions. Recent medical advancements and longer life expectancy have expanded the size of this age group.
Therefore, growth in the number of adults aged 65 and older will likely lead to greater demand for industry products.
The number of individuals aged 65 and older is expected to increase in 2020, representing a potential opportunity
for the industry.

 

Research and development expenditure

Given the healthcare field's competitive nature and strong dependence on product innovation in this industry,
research and development is vital in keeping up with technological advances. Demand for industry products typically
increases when a new medical instrument or supply is introduced to the healthcare sector as a result of research
and development. Research and development expenditure is expected to increase in 2020.

 

Corporate profit

Hospitals and physicians frequently put off expensive equipment purchases during difficult financial times. As
corporate profit increases, healthcare businesses demand more goods from medical supplies wholesalers, boosting
industry revenue. Corporate profit is expected to decrease in 2020, posing a potential threat to the industry.

 

World price of crude oil

Medical supplies wholesalers transport industry products to warehouses and customers, such as hospitals and
dentists' offices. Rises in the world price of crude oil can dampen the industry's profit margin if companies cannot
pass this operational cost increase on to customers in the form of higher prices on medical supplies. The world price
of crude oil is expected to decrease in 2020.
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Current
Performance

The Medical Supplies Wholesaling industry in Canada serves as a
valuable link between manufacturing companies and healthcare
providers.

Steadily growing expenditure on healthcare in Canada by public and private sources has reverberated across the
entire medical supplies distribution chain, enabling the industry to consistently grow over the five years to 2020. A
key driver of demand for medical equipment and supplies is the age of the population. The number of adults aged
65 and older, which is expected to increase at an annualized rate of 3.6% over the five years to 2020, is a powerful
influencer of revenue growth. As individuals age, they are more likely to require health services, especially those
related to orthopedics, angioplasty and cardiac-related products. The growth of this age demographic has boosted
demand for medical instruments and supplies at physicians' offices and hospitals. In turn, healthcare providers are
making replacement and restock orders at strong rates, supporting industry sales. IBISWorld estimates industry
revenue will increase at an annualized rate of 3.7% to $21.7 billion over the five years to 2020, including growth of
0.3% in 2020 alone. The slight rise in revenue in 2020 can be mainly attributed to the COVID-19 (coronavirus)
pandemic and the resulting adverse economic effects along with effects that grow demand for the industry's
products.

Moreover, many pressures and challenges have placed a premium on service and efficiency in supply distribution.
Consolidation and disintermediation, which is when healthcare providers purchase medical devices and supplies
directly from manufacturers, are altering the medical supply chain and threatening wholesalers. In response,
wholesalers offer value-added services, such as device maintenance, that improve clients' efficiency and profitability
while sustaining demand. At the same time, the Canadian government has moved to reduce healthcare costs,
pressuring pricing on many medical devices. According to a 2019 National Institute of Health Information report
(latest data available), public health expenditures account for 70.5% of total health spending domestically, making
public pricing pressures detrimental to industry operators.

COST CONTAINMENT

As the Canadian population ages, IBISWorld expects Canada's total
healthcare spending to increase.

However, growth in Canada's total health expenditure has shown signs of slowing down, as provincial and territorial
governments aim to control healthcare costs. Driven by cost containment and reduction in the healthcare sector,
healthcare providers have sought competitive pricing to cut costs and manage budgets. Many health agencies have
joined group purchasing organizations (GPOs), which have the leverage required to negotiate low prices with
medical supplies wholesalers and other providers of goods and services. These GPOs drive down the costs through
bulk purchasing in return for larger contracts to multiple health agencies, thereby placing pricing pressure on
medical supplies wholesalers. Smaller medical supplies wholesalers can often be shut out of sales to hospitals when
a larger competitor has secured exclusive contracts with the purchasing group. Moreover, upstream manufacturers
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can also decide to distribute their products themselves, cutting into potential industry revenue.

RISING CONSOLIDATION

Consolidation trends in the overall healthcare sector have led to the
creation of larger and more sophisticated healthcare providers that have
increasingly sought out methods to lower the cost of delivering
healthcare services.

Consequently, these trends have resulted in significant consolidation in the industry. This is due to larger
wholesalers with multiple locations and a broad distribution system capable to provide better service providers.
Large wholesalers purchase inventory in large volumes and develop technology platforms and decision support
systems. Wholesalers have also developed services to help reduce supply chain costs for healthcare providers and
suppliers through more effective inventory, supply spending and contract management. Volatile commodity pricing
conditions have influenced manufacturing processes and operators in the industry when purchasing. Industry profit,
measured as earnings before interest and taxes, is expected to account for 6.7% of revenue in 2020, down from
7.8% in 2015.

Furthermore, the industry's consolidation is projected to intensify, with the number of operators expected to
decrease at an annualized rate of 0.6% to 1,875 companies over the five years to 2020. Larger operators can better
negotiate pricing and provide nationwide services to customers. As a result, the total number of industry employees
is also projected to decrease, falling at an annualized rate of 0.2% to 18,561 workers over the five years to 2020.

NEW TECHNOLOGY

Ultimately, technological innovation has strengthened industry revenue
because new products carry relatively high unit prices.

The healthcare system frequently introduces new products to meet the needs of aging patients and the growing
population. However, rising costs for medical devices and other supplies accompany the rapid pace of innovation.
Commodity prices, including prices for crude oil, latex, paper, steel and resins, play a major role in industry
profitability. The oil market influences transportation and energy costs and also drives prices for other commodities,
such as plastic resins for upstream manufacturing.

Each year, new products give providers a reason to purchase supplies from wholesalers. The substitution of new
and more expensive products, rising prices for existing products and more per-patient use of drugs and supplies
have contributed to industry growth. Technology has helped wholesalers reduce costs, slightly offsetting GPOs'
growing demand for lower product prices.
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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)
2011 17,684 3,557 2,456 2,051 18,933 N/A N/A 1,985 N/A 155
2012 17,603 3,455 2,408 1,984 19,430 N/A N/A 1,912 N/A 158
2013 16,624 3,372 2,339 1,917 19,288 N/A N/A 1,860 N/A 155
2014 16,914 3,445 2,370 1,940 19,369 N/A N/A 1,847 N/A 154
2015 18,103 3,535 2,354 1,931 18,791 N/A N/A 1,924 N/A 160
2016 18,541 3,280 2,329 1,909 18,007 N/A N/A 1,854 N/A 164
2017 18,957 3,730 2,282 1,884 17,466 N/A N/A 1,906 N/A 162
2018 21,261 4,135 2,391 1,986 18,636 N/A N/A 2,160 N/A 164
2019 21,621 4,181 2,282 1,910 18,650 N/A N/A 2,169 N/A 164
2020 21,683 3,848 2,220 1,875 18,561 N/A N/A 2,162 N/A 157
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Industry Outlook
Outlook The Medical Supplies Wholesaling industry in Canada is expected to

expand at a slower pace over the five years to 2025.

Over the next five years, the industry is expected to inevitably endure changing patient demands, increasingly
aggressive competition, a changing network of suppliers and vertically integrated manufacturers, disintermediation
and heightened price competition due to the rise of group purchasing organizations (GPOs). Nevertheless, industry
wholesalers are expected to still contend with barriers to revenue growth. IBISWorld expects industry revenue to
increase at an annualized rate of 1.5% to $23.4 billion over the five years to 2025.

POPULATION AGES

Changing demographics in the Canadian population and the rapid pace of
technological innovation favour the entire healthcare sector.

IBISWorld forecasts the number of Canadians aged 65 and older will continue to increase at an annualized rate of
3.5% over the five years to 2025. During the same period, the Canadian population is expected to increase at an
annualized rate of 1.1%, indicating that the average age of the population is projected to rise as well. A rise in the
average age of the population will likely bolster industry revenue since numerous geriatric conditions should support
medical supplies purchases downstream.

In essence, as Canadians grow older, the rate of age-related diseases will likely increase, which is a boon for
industry operators. If people acquire diseases at the same age as in previous years, but survive longer with the aid
of more advanced devices, then an aging population will likely boost overall healthcare spending, which trickles
down into industry operations. This result could occur through extended, costly treatments for chronic conditions or
successful treatment of more diseases per person over the course of a lifetime. Improving patient admissions and
the aging baby-boomer generation will likely fuel demand for products such as hospital beds and stretchers, blood
analyzers, sterilization equipment and other small-ticket items that the industry sells.

INNOVATION DRIVES GROWTH

Medical supplies wholesalers will likely continue to benefit from the
introduction of revolutionary advancements in existing products and new
technologies to the marketplace.

Product improvements are expected to enable new treatments for previously untreatable or less-effectively treatable
diseases or conditions. Introducing a solution or remedy for a previously untreatable condition will likely produce
robust demand for a life-saving device. Anticipated trends and innovations include a combination of drugs,
nanotechnology, less-invasive surgeries and devices and wireless technology for hospitals. Therefore, technology is
expected to become increasingly smaller, but will likely be a part of more integrated systems to create a seamless
network of detection, diagnostics, therapy and recovery. With these changes likely to affect upstream
manufacturers, they will likely serve as boosters of industry revenue by extension.

Over the next five years, neurology, cardiovascular and orthopedic products will likely represent areas of opportunity
for medical supplies companies because these products are particularly important to the aging population.
Moreover, healthcare providers, wholesalers and manufacturers, in an attempt to consolidate resources, will likely
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engage in partnerships or mergers as the industry pursues innovation, convergence and growth. This consolidation
will likely cause the number of operators to grow at a slower rate than revenue. The number of operators is forecast
to increase at an annualized rate of 0.2% to 1,893 enterprises over the five years to 2025, as some small medical
supplies wholesalers enter the market to cater to a specific downstream market, such as the rapid emergence of
more urgent care companies or specialty veterinary practices.

PRICING PRESSURE

While innovation will likely foster new sales, medical supplies wholesalers
are expected to continue to be squeezed by GPOs and other competitive
bidding processes that keep the prices they receive for medical supplies
down.

The high level of competition in the industry will likely lead to continued customer discounting over the coming years,
resulting in further profit pressures, which industry operators are expected to try to counteract with several initiatives.
Some of these initiatives include expanding the existing geographic base, modernizing infrastructure and advancing
technology to increase operational and data management efficiencies.

Industry wholesalers are expected to offset profit declines by attempting to improve efficiency through investments in
warehouse management and demand forecasting systems. The growth of information technology and computing
power has enabled wholesalers to automate inventory management. Plus, warehoused products are electronically
tagged, enabling industry operators to constantly track inventory movements. When inventory is falling, new orders
can be automatically placed, thereby decreasing the amount of idle warehouse space. As a result, industry profit is
projected to increase marginally over the five years to 2025.

Furthermore, the increased automation of record keeping, ordering, routing, billing and processing will likely help
reduce labour costs. However, at the same time, employees will need to be more highly skilled to navigate this
technological terrain, raising wages in the process. Accordingly, IBISWorld estimates wages will grow at an
annualized rate of 1.1% to $2.3 billion 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)

Total health
expenditure

 ($b)
2020 21,683 3,848 2,220 1,875 18,561 N/A N/A 2,162 N/A 157
2021 22,031 4,116 2,225 1,879 18,729 N/A N/A 2,184 N/A 160
2022 22,319 4,155 2,225 1,878 18,860 N/A N/A 2,202 N/A 163
2023 22,673 4,252 2,229 1,880 19,050 N/A N/A 2,227 N/A 166
2024 23,032 4,283 2,235 1,885 19,274 N/A N/A 2,255 N/A 168
2025 23,396 4,324 2,245 1,893 19,531 N/A N/A 2,286 N/A 170
2026 23,766 4,363 2,248 1,893 19,747 N/A N/A 2,313 N/A 172
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s major markets are relatively fixed

Consolidation has increased as large wholesalers seek more efficient distribution systems and
pricing strategies

The industry is tethered to the performance of broader macroeconomic factors

The Medical Supplies Wholesaling industry in Canada is in the mature stage of its life cycle, characterized by slow
growth rates, industry consolidation and market acceptance. Industry value added (IVA), which measures an
industry's contribution to the overall economy, is projected to grow at a quicker pace than the Canadian economy
over the 10 years to 2025. IVA is expected to increase at an annualized rate of 2.0% over the next 10 years. This is
compared with Canadian GDP growing an annualized 1.8% during the same period. Medical supplies wholesalers
have been supported by demand for healthcare services driven by the growth in the senior population and advances
in upstream manufacturing. While IVA growth is quicker than GDP growth, which typically indicates a growing
industry, the industry is considered mature because of its market acceptance, consolidation activity and the fact that
the primary technological advances pertinent to the industry are external to the industry itself. Moreover, the industry
is inextricably tethered to the performance of broader macroeconomic factors, chiefly, health expenditures,
government spending and demographic growth, another indicator of a mature industry.

The industry is growing quickly, but external forces are anticipated to hamper expansion, keeping the industry in
maturity rather than in the growth phase of its life cycle. For example, disintermediation, which is a process where
downstream clients purchase directly from upstream manufacturers, is a consistent threat to industry operations by
eliminating operators from the medical supply chain. Furthermore, since the downstream healthcare sector is
dependent on government health expenditures, any changes in federal or provincial budgeting can threaten industry
expansion. These pressures are anticipated to keep the industry from entering a growth phase.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Dentists in Canada

Mental Health & Substance Abuse Clinics in Canada

Diagnostic & Medical Laboratories in Canada

Offices of Physicians In Canada

Physical Therapists in Canada

Hospitals in Canada

Nursing Care Facilities in Canada

2nd Tier

Home Care Providers in Canada

Key Selling Industries
1st Tier

Medical Instrument & Supply Manufacturing in Canada

Medical Device Manufacturing in Canada

Navigational Instrument Manufacturing in Canada

Glasses & Contact Lens Manufacturing in Canada

Audio & Video Equipment Manufacturing in Canada

Telecommunications Networking Equipment
Manufacturing in Canada

2nd Tier

Computer Manufacturing in Canada

Forklift & Conveyor Manufacturing in Canada

Products & Services

  The Medical Supplies Wholesaling industry in Canada sells a wide range
of products to fulfill the needs of diverse healthcare establishments.

Demand for the industry's products is expected to grow over the five years to 2020, primarily due to the COVID-19
(coronavirus) pandemic and the increased demand endured by the majority of the industry's major markets.

DIAGNOSTIC APPARATUSES

Diagnostic apparatuses comprise an estimated 23.4% of industry revenue
in 2020.

This product segment includes MRI and CT scan equipment, among other medical equipment used for diagnostic
purposes. Typically, healthcare providers, including outpatient care centres, emergency rooms, intensive care units
(ICU) and inpatient hospital rooms, demand diagnostic apparatuses. The most commonly used products include
digital finger blood pressure monitors; manual or digital sphygmomanometers, which are devices that measure
blood pressure; indirect or direct ophthalmoscopes, which are devices used by physicians to view the fundus of the
patient's eye; otoscopes, which are devices used by physicians to view the patient's ear canal; stethoscopes, which
are devices used by physicians to listen to the patient's heart sounds and the lungs; electrocardiographs, which are
devices that record the electrical activity of the heart; and thermometry, which are devices that measure the patient's
temperature. Over the five years to 2020, demand for diagnostic apparatuses has largely been driven by healthcare
providers' increasing demand for diagnostic imaging devices, which have exhibited rapid technological change in
line with the advent of smaller, multifunctional imaging devices. In addition, the coronavirus pandemic has spurred
demand for diagnostic apparatuses as consumers are increasingly going to medical offices to ensure they are not
infected with coronavirus.
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CONSUMABLES

In 2020, consumables are expected to account for 17.2% of industry
revenue.

This product segment includes products dispensed to patients that are not reusable; however, pharmaceuticals are
not included in this industry (IBISWorld report 32541aCA and 32541bCA). In particular, this product segment
includes wound care products, respiratory products, personal protective equipment (PPE), continence consumables,
ostomy consumables, skin care products (if administered for medical purposes) and fluid and irrigation products. As
many hospitals in Canada have joined group purchasing organizations (GPOs), which are large-scale organizations
that use their leverage to secure low-cost materials and supplies in bulk, this cut into demand for consumables from
industry wholesalers. Despite the increase in GPOs, demand for consumables is expected to rise over the five years
to 2020, mainly as a result of the coronavirus pandemic and the increased demand in PPE.

PATIENT AIDS

Patient aids are expected to generate 14.0% of industry revenue in 2020.

Patient aids include hearing aids and pacemakers. Moreover, this product segment includes equipment dispensed
to patients to improve their mobility. Over the five years to 2020, patients' demand for aids is projected to rise due to
the burgeoning elderly population requiring hearing aids and pacemakers. Plus, advancements in the field are
expected to drive revenue growth.

ORTHOPEDIC PRODUCTS

Orthopedic products account for an estimated 13.0% of industry revenue
in 2020.

This product segment includes hip, knee and shoulder replacement systems. In addition, this product segment
includes bone substitute products and soft tissue repair. An aging population is projected to bolster demand for
orthopedic products from industry wholesalers over the five years to 2020.

DENTAL PRODUCTS

Dental products account for an estimated 8.1% of industry revenue in
2020.

Industry wholesalers supply dental products to dental offices, including X-ray and digital imaging equipment.
Moreover, dental practices require medical instruments, including scalpels, cutters and ultrasonic scaler inserts,
among many other products. Over the five years to 2020, many dental practices will likely join multipractitioner group
dental practices, limiting their demand for dental products from medical supplies wholesalers. In addition, the
decrease in visits to a dentist's office due to the coronavirus pandemic may also decrease this segment's share of
revenue over the five years to 2020.

OTHER MEDICAL EQUIPMENT

Other medical equipment includes optical goods and optometric
equipment dispensed in healthcare settings.

In addition, industry wholesalers may provide equipment and supplies to veterinarians. Veterinarians use a wide
range of industry products, often some of the same tools that are used on human beings. However, some of these
tools and devices need to be calibrated or adjusted to fit their needs. In particular, veterinarian equipment represents
a sizable portion of this segment because of the high cost of veterinary care. IBISWorld expects demand for other
medical equipment to slightly increase during the period and account for an estimated 24.3% of industry revenue in
2020.

Demand
Determinants

Demand for products produced by the Medical Supplies Wholesaling
industry in Canada is directly driven by the performance of healthcare
providers and by consumers seeking healthcare services.

Typically, medical treatment is considered a necessity, resulting in relatively stable demand for industry products.
However, certain macroeconomic events can alter demand from healthcare providers. For example, due to the
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ongoing COVID-19 (coronavirus) pandemic, demand for some of the industry's products is expected to increase as
an influx of people visit the industry's major markets in hopes of receiving medical assistance.

Overall, the diversity of products and their efficacy in a myriad of healthcare applications have kept industry demand
at bay. Doctors and specialists perform diagnostic tests, while surgeons and specialists require prostheses and
other equipment. Hospitals also purchase diagnostic and surgical equipment. When physicians, dentists, hospitals
and other healthcare providers are experiencing strong growth, healthcare providers are more likely to invest in
supplies and machinery, thereby bolstering demand for industry products. Over the five years to 2020, a steadily
aging population and the coronavirus pandemic has led to increased demand for healthcare services, resulting in
strengthened demand for the industry.

Conditions in upstream manufacturing industries is also significant in shaping demand for industry wholesalers.
Research and development for medical equipment, procedures and other healthcare services also drives demand
for this industry. When effective medical technology is developed, patients are more likely to pursue a new
treatment. For example, if a patient with a chronic illness that has no known treatment discovers that a team of
researchers has developed a potential way to quell some of the more odious symptoms of the ailment, demand for
that treatment will likely rise, which should increase health expenditure, and thereby contribute to more medical
supplies needed for improved downstream demand. Since industry operators wholesale the machinery needed to
perform medical treatments, downstream demand for this industry also increases.

Major Markets

  Operators in the Canadian Medical Supplies Wholesaling industry
wholesale medical supplies and equipment to the entire healthcare sector.

  Major markets are broadly segmented into hospitals, clinics, miscellaneous care providers and dentists. Additionally,
due to the ongoing COVID-19 (coronavirus) pandemic, demand from the industry's major markets is expected to
fluctuate. For example, demand from the hospital market is expected to increase due to the rise in hospitalization
rates from coronavirus. Conversely, demand from the vision care segment is expected to slightly decrease as
consumers are more hesitant to visit medical offices for nonemergency reasons, in the fear of contracting
coronavirus.

HOSPITALS

Hospitals account for an estimated 42.3% of industry revenue in 2020.

Typically, demand for medical supplies from hospitals are high due to hospitals requiring medical supplies to meet
high patient volumes. Moreover, the public sector makes up 70.5% of healthcare expenditures in Canada, according
to the National Institute of Health Information's 2019 National Health Expenditure Trends report (latest data
available), which primarily gets allocated to hospitals and other large-scale healthcare organizations. In addition, due
to the coronavirus pandemic and the influx in demand endured from hospitals, this market's share of industry
revenue has slightly increased over the five years to 2020. However, as more hospitals have used group purchasing
organizations, which secure medical supplies in bulk on the behalf of hospitals, this has intensified price-based
competition. This may reduce the share of revenue derived from this segment despite sustained volume sales over
the five years to 2025. Furthermore, there has been a growing trend of disintermediation, which gives bigger clients
such as hospitals sufficient purchasing power to directly source products from manufacturers without industry
operators as intermediaries. As a result, this market's share of industry revenue is expected to slightly decline over
the five years to 2025.
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PHYSICIAN CARE

Physician care centres are expected to account for 24.8% of industry
revenue in 2020.

This category primarily involves the treatment of general, nonemergency ailments of people. Consumers may go to
a physician's office for numerous amounts of reasons, ranging from the treatment or a common cold to a general
annual checkup. This segment's share of industry revenue has slightly increased over the five years to 2020, mainly
as a result of coronavirus and the fear associated with any illness.

DENTAL CARE

Dentists' offices are expected to account for 9.2% of industry revenue in
2020.

The dental care segment provides services for anyone experiencing any oral issues, particularly toothaches, cavities
and annual checkups for teeth cleanings. This segment's share of industry revenue has decreased slightly over the
five years to 2020 as people are more reluctant to go to medical offices that are for nonemergency situations.

VISION CARE

Vision care centres include visits to an optometrist, optician and
ophthalmologists.

Vision care centres are expected to account for 3.1% of industry revenue in 2020. This segment's share of industry
revenue has also decreased slightly over the five years to 2020 as people are more reluctant to go to medical offices
that are for nonemergency situations.

OTHER HEALTH PROFESSIONALS

Other health professionals include, but are not limited to, orthopedics,
oncologists, gastroenterologists and many other specific types of health
professionals.

This segment is expected to account for 3.8% of industry revenue in 2020. This segment's share of revenue has
remained relatively stagnant over the five years to 2020 as there is a myriad of health professionals that all offer
unique and critical services.

OTHER INSTITUTIONS

Other institutions account for an estimated 16.8% of industry revenue in
2020.

This market segment includes veterinary facilities, nursing homes and residential care facilities, as well as
laboratories and diagnostic centres. The slowly aging population and the increasing acceptance of household pets
have bolstered demand for home healthcare services over the past five years, which, in turn, led to greater demand
for medical supplies provided by industry wholesalers. Essentially, this includes all facilities that are not included
under the other health professionals segment. Furthermore, this segment also includes retail operations, such as
medical supplies stores and pharmacies, which represent a relatively stable source of industry demand.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Medical Supplies Wholesaling industry in Canada does not participate in international trade because
international trade is recorded at the manufacturing level rather than in the distribution sector. The United States is
the primary source of imported medical supplies and devices, mostly because US manufacturers can easily ship
products to Canada. Similarly, the United States is the largest market for domestic medical supplies manufacturers.
Some wholesalers are importers and exporters of industry products, making them crucial liaisons of international
trade between the United States and Canada. Furthermore, some wholesalers may focus strictly on exports if they
are near the border, or imports to secure niche markets and maintain contracts. Essentially, product diversity and
fluidity are crucial to success in the industry and therefore drives trends in international trade.
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Business
Locations

  Establishments in the Canadian Medical Supplies Wholesaling industry are mostly distributed according to the overall population
because demand for industry products is tied to demand for medical treatment. Accordingly, the four most populous provinces,
Ontario, Quebec, British Columbia and Alberta, are home to the largest concentrations of industry establishments. However, no
other Canadian province contains more than 3.0% of industry establishments in 2020.

In particular, Ontario has a high concentration of industry locations, with 49.1% of establishments in 2020. Ontario is the
manufacturing hub of Canada, indicating the extent to which this province is the centre of the country's medical technology
manufacturing operations. Furthermore, Ontario is home to 38.8% of the total population in 2020, supporting the growth of
manufacturers and business done in the province. Industry operators set up shop in Ontario so that they can incur lower
transportation costs by operating close to upstream manufacturers.

Canada's second-most concentrated province, Quebec, is home to 20.2% of industry establishments in 2020, similar with its share
of the Canadian population. In addition, British Columbia and Alberta each account for 12.5% and 10.8% of establishments,
respectively, in 2020, running parallel to their share of the national population and industrial activity.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Medical Supplies Wholesaling industry in Canada has a low level of market share concentration, with the four
largest operators expected to account for less than 15.0% of industry revenue in 2020. Wholesalers can typically
lower transportation costs by being located close to their primary markets, enabling small regional operators to
succeed in this industry. Additionally, the diversity of medical and dental supplies makes it difficult for one
wholesaler to source products from all upstream manufacturers, encouraging competition for niche and specialized
product groups. Within specific product segments, such as dental or surgical equipment, market share concentration
is higher. For example, industry operator Henry Schein Inc. primarily focuses on dental supplies and equipment,
giving it a higher market share in the dental products wholesaling segment. Furthermore, strategic acquisitions and
downsizing has resulted in the overall decline in the number of establishments over the five years to 2020.

Key Success
Factors

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

Strong supplier relationships:
Industry operators that have established relationships with upstream suppliers can benefit from lower purchase
costs and a stable supply of products. This, in turn, bolsters revenue and profitability.

Ability to ship products to diverse locations:
Industry operators that can cost effectively ship products to customers located in different geographic markets
benefit from more stable demand. Local fluctuations will likely have minimal effects on company performance.

The ability to provide many different products and services:
Wholesalers that can offer a wide range of products have a competitive advantage. This is because downstream
operators seek the convenience of purchasing all their supplies from one wholesaler.

Ability to implement new warehouse technology:
Operators that can quickly implement new inventory management and warehouse technology benefit from lower
costs and higher profitability.

Ability to provide testing or thermometers for on-site employees:
The industry is labour-intensive and keeping employees safe will enable operators to continue their operations.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 6.7% of revenue in 2020, down from 7.8% in
2015. Despite wages' share of revenue declining over the five years to
2020, industry profit was hindered due to commodity prices. Due to
volatile commodity prices, it has made it difficult for wholesalers to
quickly reflect purchase costs in their pricing, pressuring industry
profitability. In addition, the industry's profit margin has decreased as a
result of the COVID-19 (coronavirus) pandemic and the resulting
increase in purchase costs associated with the massive increase in
demand for personal protective equipment (PPE). The increased
purchase costs for PPE has forced many operators to absorb that rise
in cost, to maintain a competitive edge in their downstream markets.
Companies with the largest economies of scale are able to mitigate this
rise in costs and stay profitable in 2020. However, many smaller
operators will endure a decrease in their profit margin. IBISWorld
expects industry profit to rise slightly over the five years to 2025, as the
Canadian economy is expected to recover from the coronavirus
pandemic.

 

  Wages

Industry wages are estimated to account for 10.0% of revenue in 2020,
down from 10.6% in 2015. Despite the average salary increasing over
the five years to 2020, many companies have been trying to reduce
labour costs through the use of automation, which replaces human
labour with computer technologies and hiring part-time staff whenever
possible. The internet, e-commerce, radio-frequency identification tags
and electronic data interchange have enabled wholesalers and their
customers to inexpensively and efficiently gather price data, track
inventory and deliveries, obtain product information and market
products. Still, these complex systems require a degree of technical
proficiency, boosting the average salary of remaining industry
employees.
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  Purchases

Many commodity prices have declined over the five years to 2020 due
to a strong drop in 2015 and 2020. However, high price volatility has
made it difficult for wholesalers to accurately reflect purchase costs in
their pricing. The input costs for a particular company and the industry
average depends on the effect of supplier price changes.
Consequently, purchases account for an estimated 67.2% of industry
revenue in 2020. Changes in the price of commodities, such as cotton,
latex, diesel fuel and oil-based resins, can have a significant weight on
the cost of the industry's purchases by influencing upstream production
costs. In addition, changes to demand of certain industry products can
also affect the industry's purchase costs. For example, during the
coronavirus pandemic, demand for PPE has increased substantially.
This increase in demand has caused many upstream manufacturers to
not be able to keep up with demand and thus raise their prices for
highly demanded products. A company's ability to sustain profit partially
depends on favourable contracts and incentives from suppliers and
suppliers' continuing use of third-party distributors to sell and deliver
their products. To internally control profit, some companies will focus on
supplier relationships and product consolidation. As a company refines
these supplier relationships, the percentage of revenue dedicated to
purchases can be reduced.

 

  Marketing

Most participants incur minimal marketing expenses and instead rely
heavily on existing arrangements with suppliers and customers. To win
new business and retain current clients, participants perform
promotional activities, such as distributing promotional products,
including notepads or pens, and participate in trade shows. Additionally,
operators are increasingly advertising and selling via internet sites,
reducing the costs of other advertising forms. Marketing is expected to
account for 1.5% of revenue in 2020.

 

  Depreciation

Depreciation expenses account for an estimated 1.0% of revenue in
2020. Upstream manufacturers invest in high-quality fixed capital to
produce equipment. However, as a wholesaling industry, most
operations in this industry are limited to warehousing activity which
requires little capital expenditures. As the industry continues to improve
technologically, capital costs will continue to increase as more
advanced machinery and equipment is implemented, albeit at a gradual
pace.

 



Medical Supplies Wholesaling in Canada December 2020

26 IBISWorld.com

  Rent

Rent accounts for only 1.8% of industry revenue, since the only
property industry operators need is storage facilities.

 

  Utilities

The industry has relatively low utility costs, since wholesalers do not
need significant amounts of energy. In 2020, utilities are only expected
to account for 0.6% of industry revenue.

 

  Other Costs

All other costs include insurance, administration fees, legal fees and
other miscellaneous expenses and are expected to account for 11.1%
of revenue in 2020.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Operators in the Medical Supplies Wholesaling industry in Canada have
difficulty differentiating their products from one another because the
industry supplies a wide variety of medical supplies.

As a result, industry operators endure very high levels of competition.

INTERNAL COMPETITION

Price is the primary basis of competition, helping industry operators that
offer similar medical and surgical equipment and supplies to set
themselves apart.

Industry operators that most effectively undercut competitors can gain an advantage and attract more customers.
Wholesalers can charge lower prices by lowering their own costs, enabling wholesalers to remain profitable even
when prices are low. As a result, industry operators must cultivate relationships with upstream medical equipment
manufacturers to secure favourable supply contracts. Operators that have established relationships across their
supply chain can experience greater demand and profitability which should support new business.

Industry operators also compete on the convenience of services. For instance, downstream customers may have to
source products from several different small wholesalers, thereby increasing their costs and time. Larger
wholesalers have a sufficient number of suppliers to provide medical and dental equipment for all purposes,
enabling customers to purchase all that is needed from one wholesaler. Thus, offering a one stop shop for all
medical needs is the best way to maintain competitiveness. Medical supplies wholesalers can also bolster demand
by offering value-added services, such as information management systems. Industry operators with the ability to
expand their product and service offerings can gain a competitive advantage in this industry.

EXTERNAL COMPETITION

Industry operators generally provide specialized services and endure low
external competition; however, large downstream customers have the
ability to purchase products directly from medical equipment
manufacturers.

This process is not very common but it lowers demand for industry services when it does occur. Some downstream
operators may also source their supplies directly from the United States, further stoking competition from businesses
outside of the industry.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry into the Medical Supplies Wholesaling
industry in Canada are low. Clients are primarily
concerned with quality and price rather than brand
recognition, which is encouraging for potential new
entrants since this industry does not manufacture what
they sell. However, the costs of establishing distribution
facilities, creating and maintaining relationships with
suppliers, sourcing appropriately skilled labour and
winning customers may deter some operators from
entering the industry. To help mitigate sizeable entry
costs, operators can enter niche markets where they do
not have to keep a wide variety of products on hand. New
entrants typically occupy niche product areas such as
veterinary, dental or surgical supply with proprietary
knowledge and distribution contracts.

Building a viable sales base depends largely upon the
ability to forge relationships with customers and
favourable contracts with suppliers. However, the cost of
competing with other operators that are significantly
entrenched in downstream markets may deter some
operators from entering the industry. Additionally,
operators endure regulatory controls to ensure the safety
and effectiveness of their products so it is important for
industry participants to have a reliable and trusted
upstream source that complies with this regulatory
oversight.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Medical Supplies Wholesaling industry in Canada is moderately globalized. Although international trade is not
tracked at the wholesaling level, medical supplies are widely traded across the world. The United States, in
particular, is the primary export destination for industry products. Similarly, imported medical supplies are primarily
sourced from the United States. Several industry operators are also global medical supplies wholesalers. For
example, industry operator Henry Schein Inc. is a US corporation that operates across the world while industry
leader Cardinal Health Inc. is based in the United States as well and is a leader in the North American medical
supply chain.
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Major Companies

Major Players Cardinal Health Canada Inc.

Market Share: 9.3%

  Cardinal Health Canada Inc. (Cardinal Health Canada) is the Canadian operation of Cardinal Health Inc. (Cardinal
Health), one of the largest healthcare supplies wholesalers in the world. The company was founded in 1997 as
Source Medical, before being acquired by Cardinal Health in 2005. Cardinal Health operates under two segments,
which include the pharmaceutical segment and the medical segment. However, the company's pharmaceutical
segment is only distributed within the United States and is therefore not considered industry relevant. The company
provides medical supplies including gloves, gowns, surgical drapes and scrubs to customers across the country
through its medical segment. In fiscal 2020 (year-end June), the company is estimated to employ more than 48,000
workers globally. Cardinal Health Canada operates in the industry through 11 locations, across eight different
provinces in Canada, where the company employs over 900 Canadians. Cardinal Health generated $152.9 billion in
total revenue in fiscal 2020 (latest data available).

The company operates in the industry through its medical segment, accounting for less than 15.0% of the
company's revenue. Consequently, domestic operations are projected to represent less than 10.0% of the
company's revenue over the five years to fiscal 2021. However, the company continues to acquire new businesses
to expand its product collection, while retaining operational efficiency.

In 2012, Cardinal Health Canada acquired Toronto-based Futuremed Healthcare Products Corporation, a distributor
of long-term care supplies, for a reported $165.0 million, securing its place in the domestic industry. Outside of this
distribution acquisition, most of its consolidation efforts have focused on creating a vertically integrated system, with
the 2015 acquisition of Johnson & Johnson's Cordis Medical division, which manufactures medical devices. Still,
these acquisitions have supported the company's expansion domestically and worldwide, promoting a one-stop
shop for downstream clients. In fiscal 2019, the company entered a partnership with Clayton, Dubilier & Rice LLC,
acquiring 44.0% ownership of its naviHealth Inc. (naviHealth) business. The naviHealth business partners with
health plans, hospital systems, physicians' groups and other healthcare providers, with expected expansion to new
markets. Furthermore, in February 2018, Cardinal Health completed the sale of its pharmaceutical and medical
products distribution business in China for US$861.0 million. In May 2020, the company sold the remaining equity in
naviHealth. These sales were primarily a result of the ongoing Opioid Lawsuits, in October 2019, where the
company agreed in principle to a global settlement framework which includes a cash component payment,
participation in a program for free or rebated distribution of opioid abuse treatment medications and industry-wide
changes to distributer-controlled substance antidiversion programs. The company also agreed to a US$66.0 million
settlement with two plaintiff counties in the United States, which was paid in January 2020.

Financial performance

Despite the COVID-19 (coronavirus) pandemic and the ongoing Opioid Lawsuits in the United States, industry-
relevant revenue for Cardinal Health Canada is expected to expand at an annualized rate of 7.8% to $2.0 billion
over the five years to fiscal 2021. Aforementioned acquisition activity, restructuring initiatives and a steadily widening
array of medical and pharmaceutical products have prompted rapid expansion in recent years. However, recent
divestiture is expected to influence industry-relevant performance. For instance, the company's industry-relevant
operating profit, measured as earnings before interest and taxes, is expected to expand an annualized 11.0% to
$101.5 million over the five years to fiscal 2021. This growth is partially due to the currency exchange rates between
the US dollar and Canadian dollar. The global company experienced a massive profit decrease in fiscal 2020 due
unstable supply chain costs from the coronavirus pandemic and the adverse effects from the Opioid Lawsuits.

 
Cardinal Health Canada Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 1,376.9 N/C 60.2 N/C
2016-17 1,557.4 13.1 65.9 9.5
2017-18 1,756.6 12.8 74.6 13.2
2018-19 1,938.0 10.3 71.4 -4.3
2019-20 1,960.3 1.2 84.2 17.9
2020-21 2,006.9 2.4 101.5 20.5

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

Other Companies The Medical Supplies Wholesaling industry in Canada is characterized by small, regional operators in a fragmented
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landscape. Local wholesalers can achieve lower shipping costs, enabling small operators to succeed in this industry
while also building trusting relationships with small medical facilities. With low barriers to entry and growing demand
for medical supplies, new entrants are constantly acquiring market share in their locales, diminishing the ability for
operators to secure a sizable market share. However, some companies operate on a national scale and have
acquired major contracts.

Henry Schein Inc.

  Market Share: 1.3%
  Henry Schein Inc. (Henry Schein) was founded in 1932 as a pharmacy. Since then, the company has expanded to

become a global dental and medical supplies distributor. The company expanded into the dental supply market in
the 1940s, which is its largest market today, and entered the medical and veterinary markets at the same time. The
company's participation in the veterinary supplies industry was fortified by its focus on veterinary dentistry in
particular from 1985 onward. Henry Schein operates through a centralized and automated distribution network of
more than 120,000 branded products and more than 180,000 additional products for special order.

Currently, Henry Schein has nearly 19,000 employees operating in more than 31 countries, with the United States
as its primary market. Henry Schein has a distribution centre located in Niagara Falls, ON, through which the
company operates in the industry. The company operates in the industry through its dental and medical operating
segment, but not all products in the medical segment are industry relevant. In 2020, the company is expected to
generate $282.0 million in industry-relevant revenue. Furthermore, in February 2019, the company announced the
separation of its animal health business. This may influence the company's industry-relevant operational efficiency
over the five years to 2025.

The Stevens Company Limited

  Market Share: 0.9%
  Founded in 1830 as a manufacturer of surgical instruments in London, the Stevens Company Limited cut all ties with

its parent company, the J. Stevens & Son Company, in the 1920s to formally establish its Canadian presence. The
first office was located in downtown Toronto and was established in 1874 and has since then expanded to include
six distribution centres in British Columbia, Alberta, Manitoba, Quebec and Nova Scotia, with headquarters in
Brampton, ON. The company primarily services the medical industry, with an emphasis on physicians and hospitals
as opposed to retail outlets. While the company is private and does not disclose its financial information, it is
expected to generate $184.8 million in industry-relevant revenue in 2020.

Red Leaf Medical Inc.

  Market Share: 0.1%
  Red Leaf Medical Inc. was founded in 2009, distributing medical products and solutions that help the urology

healthcare community provide the best care for patients. In addition, the company is fully licensed with temperature-
controlled distribution in compliance with Health Canada rules and regulations. The company's fundamental
business strategy is to form alliances with pharmaceutical and medical device companies that seek to gain a strong
position in Canada's healthcare market. IBISWorld expects the company to generate $11.6 million in industry-
relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Medical Supplies Wholesaling industry in Canada is
characterized by a low level of capital intensity. In 2020,
industry operators are expected to spend $0.10 on capital
investments for every $1.00 spent on labour. Although
there has been increased reliance on inventory
management systems and automated technology,
wholesaling operations are still primarily labour intensive
rather than dependent on machinery. Workers are needed
to manage warehouses, receive and deliver products,
provide customer services and other related services.
Additionally, industry operators typically maintain a
considerable sales team to build relationships with
hospitals and healthcare providers, which boosts wage
expenditures relative to machinery costs. Over the five
years to 2020, capital intensity has stagnated as there
were no significant technological advancements that
merited substantial investment industry-wide in a way that
exceeded labour costs. IBISWorld expects this trend to
continue over the five years to 2025.
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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.

High Innovation
Concentration

Likely 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.

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

Very High Market
Concentration

Very Likely 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 rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

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.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

Operators in the Medical Supplies Wholesaling industry in Canada provide
essential services to downstream operators, and thus, are not exposed to
significant disruptions.

People often get sick, and therefore hospitals and other caregivers always require the needed medical machinery to treat
diseases. The expensive nature of medical goods is expected to protect the wholesalers, as it is unlikely that downstream
operators will likely be able to purchase large quantities straight from manufacturers. Furthermore, the complicated nature
of medical goods development makes it unlikely that manufacturers increase their own operating complexities by beginning
to handle their own distribution.

The level of technology change is    Low

  The Medical Supplies Wholesaling industry in Canada has experienced a low
level of technological change over the five years to 2020.

Although new medical products are constantly being developed, the fundamental technology behind wholesaling logistics
has exhibited minimal changes. Industry operators hold medical supplies and products in warehouses before distributing
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the products to hospitals, dental offices, veterinary facilities and other customers. Warehouse management systems,
demand forecasting tools and other wholesaling technologies are entirely focused on improving industry efficiency.

The growth of information technology and computing power has enabled wholesalers to automate inventory management.
Warehoused products are electronically tagged, enabling industry operators to constantly track inventory movements.
When inventory is falling, new orders can be automatically placed, thereby decreasing the amount of idle warehouse space.
Effective inventory management systems also bolster revenue by always having products available for customers.

While most operators in this industry may not have these systems in place, robotics and drone technologies are being
embraced by many logistics operations. These technologies, including inventory management systems, are meant to
increase efficiency and product tracking rather than some fundamental transition, keeping most activity in this industry
shielded from major technological changes.

Revenue
Volatility

The level of volatility is    Medium

  The Medical Supplies Wholesaling industry in Canada has exhibited a
moderate level of revenue volatility over the five years to 2020.

Demand for industry products is primarily driven by the performance of the healthcare sector, which typically benefits from
stable growth. Moreover, the diverse range of medical supplies that industry wholesalers offer also protects industry
revenue from significant fluctuation. Industry distributors supply everything from tongue depressors to MRI machines, so
even when one product category experiences reduced demand, revenue from other product lines generally keeps the
industry afloat. Still, the disparity in price among these products contributes to what little volatility is manifested since a few
MRI machine sales can significantly turn the tide of a company's revenue in any given year. The industry also provides
substitute goods at multiple price points, enabling buyers seeking to cut costs to substitute low priced alternatives for more
expensive industry goods, which in turn keeps business from exiting the industry as a whole. Overall, industry revenue is
forecast to fluctuate over the five years to 2020, including a 12.2% jump in 2018 and an anticipated spike of 0.3% in 2020.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

The Medical Supplies Wholesaling industry in Canada is subject to light
regulation from government agencies.

Industry operators must abide by general regulations on consumer and environmental safety. Wholesalers must also obtain
permits and licences to sell medical devices from the province they are operating in. Still, the majority of legislative scrutiny
is geared toward the manufacture of the medical supplies that wholesalers distribute rather than the wholesalers
themselves, limiting the degree of regulatory oversight. In the same vein, industry operators must sell medical devices and
supplies that are approved by regulatory agencies. Outside of regulation, public health expenditures make up the bulk of
industry revenue, which gives the government considerable leverage when negotiating prices and therefore have an
influence on upstream manufacturers and downstream markets alongside industry operations. Nevertheless, medical
supplies wholesalers are not directly targeted by any legislation, resulting in a low level of regulation.
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Industry
Assistance

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

Operators in the Medical Supplies Wholesaling industry in Canada receive
minimal direct assistance from government agencies since industry operators
do not manufacture the products that they sell.

However, government healthcare funding subsidizes physicians and dentists that purchase industry products, indirectly
benefiting the industry. Over the five years to 2020, steady growth in healthcare expenditure and upstream technological
advancements have bolstered demand for industry products. Consequently, the Canadian government in recent years has
increasingly provided tax breaks and other incentives to medical research and development efforts, encouraging
innovation. Although the government support directly benefits manufacturers, not wholesalers, the development of new
products will stir up demand for industry-relevant products in research labs and medical institutions, which usually has an
indirect positive effect on industry revenue.

Aside from funding, the upstream Medical Device Manufacturing industry in Canada (IBISWorld report 33451bCA) is
supported by several industry associations, both at the national and provincial levels. These organizations work to create a
favourable business environment for the domestic Medical Supplies Wholesaling industry's upstream suppliers, helping
them improve operational efficiencies and keep costs down. Although these associations focus on the manufacturing level
of the supply chain, their efforts may have an indirect supportive effect on industry wholesalers by keeping the prices of
medical supplies and devices low while simultaneously representing their suppliers in governmental concerns.

Economic response

With the COVID-19 (coronavirus) pandemic, the Department of Finance Canada announced a new set of economic
measures to help stabilize the economy through Canada's COVID-19 Economic Response Plan in March 2020. Such
economic measures include emergency care benefits, tax filing extensions, a 10.0% wage subsidy for small businesses
and up to a six-month payment deferral for mortgages. These are expected to support consumers during times of
uncertainty and support operators to remain in business. Furthermore, the Government of Canada announced the
Canadian Emergency Wage Subsidy (CEWS) in March 2020, providing up to 75.0% of remuneration to eligible applicants.
In addition, employers that are eligible for the CEWS are entitled to receive a 100.0% refund for certain employer
contributions to Employment Insurance, the Canada Pension Plan, the Quebec Pension Plan and the Quebec Parental
Insurance Plan paid in respect of employees that are on leave with pay.

More recently, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), has been mandated to implement the Government of Canada's Large Employer
Emergency Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic Development Canada and
the Department of Finance. With CDEV and CEEFC now being a part of Canada's COVID-19 Economic Response Plan,
the LEEFF program will provide emergency funding support for large Canadian enterprises enduring financial challenges
during the pandemic. This support is limited to businesses generating $300.0 million or more in annual revenue and require
a minimum loan size of about $60.0 million.
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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)
2011 17,684 3,557 2,456 2,051 18,933 N/A N/A 1,985 N/A 155
2012 17,603 3,455 2,408 1,984 19,430 N/A N/A 1,912 N/A 158
2013 16,624 3,372 2,339 1,917 19,288 N/A N/A 1,860 N/A 155
2014 16,914 3,445 2,370 1,940 19,369 N/A N/A 1,847 N/A 154
2015 18,103 3,535 2,354 1,931 18,791 N/A N/A 1,924 N/A 160
2016 18,541 3,280 2,329 1,909 18,007 N/A N/A 1,854 N/A 164
2017 18,957 3,730 2,282 1,884 17,466 N/A N/A 1,906 N/A 162
2018 21,261 4,135 2,391 1,986 18,636 N/A N/A 2,160 N/A 164
2019 21,621 4,181 2,282 1,910 18,650 N/A N/A 2,169 N/A 164
2020 21,683 3,848 2,220 1,875 18,561 N/A N/A 2,162 N/A 157
2021 22,031 4,116 2,225 1,879 18,729 N/A N/A 2,184 N/A 160
2022 22,319 4,155 2,225 1,878 18,860 N/A N/A 2,202 N/A 163
2023 22,673 4,252 2,229 1,880 19,050 N/A N/A 2,227 N/A 166
2024 23,032 4,283 2,235 1,885 19,274 N/A N/A 2,255 N/A 168
2025 23,396 4,324 2,245 1,893 19,531 N/A N/A 2,286 N/A 170

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total health
expenditure

(%)
2011 -1.27 7.57 -0.41 -2.15 5.61 N/A N/A 2.73 N/A -2.76
2012 -0.46 -2.86 -1.96 -3.27 2.62 N/A N/A -3.71 N/A 1.41
2013 -5.57 -2.41 -2.87 -3.38 -0.74 N/A N/A -2.72 N/A -1.72
2014 1.74 2.15 1.32 1.19 0.41 N/A N/A -0.68 N/A -0.78
2015 7.02 2.61 -0.68 -0.47 -2.99 N/A N/A 4.13 N/A 3.96
2016 2.41 -7.20 -1.07 -1.14 -4.18 N/A N/A -3.65 N/A 2.31
2017 2.24 13.7 -2.02 -1.31 -3.01 N/A N/A 2.82 N/A -0.74
2018 12.2 10.9 4.77 5.41 6.69 N/A N/A 13.3 N/A 0.73
2019 1.69 1.10 -4.56 -3.83 0.07 N/A N/A 0.39 N/A 0.30
2020 0.28 -7.97 -2.72 -1.84 -0.48 N/A N/A -0.33 N/A -4.40
2021 1.60 6.95 0.22 0.21 0.90 N/A N/A 1.04 N/A 2.16
2022 1.30 0.94 0.00 -0.06 0.69 N/A N/A 0.82 N/A 1.87
2023 1.58 2.33 0.17 0.10 1.00 N/A N/A 1.12 N/A 1.40
2024 1.58 0.73 0.26 0.26 1.17 N/A N/A 1.25 N/A 1.32
2025 1.58 0.95 0.44 0.42 1.33 N/A N/A 1.38 N/A 1.25

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 20.1 N/A N/A 934 11.2 7.71 104,865
2012 19.6 N/A N/A 906 10.9 8.07 98,399
2013 20.3 N/A N/A 862 11.2 8.25 96,428
2014 20.4 N/A N/A 873 10.9 8.17 95,379
2015 19.5 N/A N/A 963 10.6 7.98 102,379
2016 17.7 N/A N/A 1,030 10.00 7.73 102,938
2017 19.7 N/A N/A 1,085 10.1 7.65 109,126
2018 19.5 N/A N/A 1,141 10.2 7.79 115,910
2019 19.3 N/A N/A 1,159 10.0 8.17 116,279
2020 17.7 N/A N/A 1,168 9.97 8.36 116,454
2021 18.7 N/A N/A 1,176 9.91 8.42 116,616
2022 18.6 N/A N/A 1,183 9.87 8.48 116,760
2023 18.8 N/A N/A 1,190 9.82 8.55 116,892
2024 18.6 N/A N/A 1,195 9.79 8.62 116,987
2025 18.5 N/A N/A 1,198 9.77 8.70 117,045

Figures are inflation adjusted to 2020



Medical Supplies Wholesaling in Canada December 2020

36 IBISWorld.com

Additional Resources
Additional
Resources

Medtech Canada
http://www.medec.org

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

Food, Health & Consumer Products of Canada
http://www.chpcanada.ca

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

Industry Jargon AUTOMATION
Control of equipment with advanced technology, which usually involves electronic hardware and can sometimes
replace human workers.

ELECTRONIC DATA INTERCHANGE (EDI)
The transmission of electronic documents between businesses from one computer system to another.

GROUP PURCHASING ORGANIZATION (GPO)
A group of businesses that form to leverage their purchasing power and gain discounts from vendors based on their
collective buying power.

INVENTORY MANAGEMENT
The management of the inflow and outflow of inventory, keeping it stable and sufficient to meet demand.

RADIO-FREQUENCY IDENTIFICATION (RFID)
A technology that tracks products from the time they leave the assembly line to the time they leave the store by
releasing continuous signals from a chip.

WHOLESALE BYPASS
The process where downstream customers skip the wholesaler and directly purchase products from manufacturers.

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
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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
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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