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COVID-19
(Coronavirus)
Impact Update

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

• The Laboratory Supply Wholesaling industry in Canada will likely benefit from the high levels of diagnostic testing
for COVID-19 (coronavirus), but will suffer from rising ecnonmic uncertainty causing slowed demand from other
markets. For more detail, please see the Demand Determinants chapter.

• The industry's level of competition is forecast to rise as economic uncertainty grows, shrinking the market for
industry products, while remaining players must compete more heavily for the remaining work. For more detail,
please see the Basis of Competition chapter.

• The industry is expected to become slightly more concentrated as demand declines. In this fragmented industry,
small operators may be forced to merge or be acquired by larger players to survive.
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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 Companies in the Laboratory Supply Wholesaling industry in Canada wholesale laboratory, scientific and school

equipment, instruments and supplies. This industry excludes companies that predominantly distribute medical,
hospital and dental equipment and supplies.

Major Players Thermo Scientific

Avantor Inc.

Main Activities The primary activities of this industry are:

Wholesaling analytical instruments such as chromatographic instruments, photometers and spectrographs

Wholesaling architectural, drafting, engineering, surveying and veterinary equipment and supplies

Wholesaling blackboards

Wholesaling laboratory equipment, including balances and scales, except dental, medical and ophthalmic equipment

Wholesaling professional instruments, equipment and supplies, except dental, medical and ophthalmic supplies

Wholesaling school equipment and supplies, except books and furniture

Wholesaling scientific instruments and scientific laboratory equipment

The major products and services in this industry are:

Laboratory equipment and furniture

School supplies

Scientific equipment

Other professional equipment

Value-added services
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Supply Chain

SIMILAR INDUSTRIES

Furniture & Furnishings
Wholesaling in Canada

Medical Supplies Wholesaling in
Canada

Electrical Equipment Wholesaling
in Canada

Office Stationery Wholesaling in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Laboratory Supply Wholesaling in
the US

Medical and Scientific Equipment
Wholesaling in Australia

Professional and Scientific Goods
Wholesaling in New Zealand

 



Laboratory Supply Wholesaling in Canada February 2022

7 IBISWorld.com

Industry at a Glance
Key Statistics

$4.1bn
Revenue

Annual Growth

2017–2022

5.3%

Annual Growth

2022–2027

1.8%

Annual Growth

2017–2027

 

$272.8m
Profit

Annual Growth

2017–2022

0.4%

  Annual Growth

2017–2022

 

6.7%
Profit Margin

Annual Growth

2017–2022

-1.8pp

  Annual Growth

2017–2022

 

493
Businesses

Annual Growth

2017–2022

0.8%

Annual Growth

2022–2027

1.1%

Annual Growth

2017–2027

 

6,393
Employment

Annual Growth

2017–2022

5.9%

Annual Growth

2022–2027

2.1%

Annual Growth

2017–2027

 

$466.5m
Wages

Annual Growth

2017–2022

5.4%

Annual Growth

2022–2027

2.1%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

2.7%
Demand from laboratory testing
services

2.3%
Demand from professional,
scientific and technical services

0.9%
Demand from educational
services

3.6pp
Industrial capacity utilization

2.1%
Research and development
expenditure

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Capital Intensity

Low

  Concentration
Low   Regulation & Policy

Light / Steady

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady

 

Key Trends

 Government facilities and private laboratories have
increased their demand for laboratory equipment

 The pandemic has created a source of demand that has
staved off decreases in other sectors

 Despite the overall economy suffering from the pandemic,
industry profit has remained fairly stable

 Investments in state-of-the-art equipment will support
revenue growth

 Increased demand for value-added services will encourage
companies to hire more workers

 Both the biopharmaceutical and biotechnology sectors are
poised for strong growth

 Operators are consolidating to grow their customer base,
reduce competition and expand product offerings
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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

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2017-2022)

  High Revenue Growth (2022-2027)

  High Performance Drivers

  Demand from laboratory testing services

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Outlier Growth

  Industrial capacity utilization
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Executive Summary To the lab: Ongoing investment in new markets is expected to support
industry growth

The Laboratory Supply Wholesaling industry in Canada distributes laboratory, scientific and school equipment and
supplies. Since professional laboratory and scientific equipment altogether account for nearly 75.0% of industry
sales, industry revenue closely follows the performance of the scientific and technical service industries. In addition,
research and development (R&D) expenditure is expected to increase during the period, supporting industry
expansion. Furthermore, the COVID-19 (coronavirus) pandemic is anticipated to support industry growth as this
industry provides laboratory equipment and consumables to research and safety markets. As a result, IBISWorld
projects industry revenue will increase at an annualized rate of 5.3% to $4.1 billion over the five years to 2022, with
an expected 3.8% growth in 2022 alone.

Nevertheless, the looming threat of disintermediation, whereby consumers purchase products directly from their
manufacturers and cut out the wholesaler as the transaction's middleman, continues to pose a threat to operators.
Smaller companies have been more adversely affected by this phenomenon, whereas large, vertically integrated
enterprises have been largely insulated from this effect due to their own distribution subsidiaries. Moreover, sales to
academic and government customers have decreased due primarily to the closure of academic labs during the
pandemic. As a result, operators are also actively engaging in consolidation activity to simultaneously grow their
customer base, reduce competition and expand product offerings. Consequently, industry profit is expected to fall
over the past five years.

Stable profit combined with anticipated increases in both demand for laboratory testing services and R&D
expenditure over the five years to 2027 is expected to create and foster the conditions necessary for a more
profitable market moving forward. While demand from most downstream markets is projected to improve,
disintermediation will continue to constrain revenue growth for smaller operators. Additionally, growing demand from
biotechnology along with improved R&D budgets is forecast to boost industry revenue. Consequently, IBISWorld
projects industry revenue will increase at an annualized rate of 1.8% to $4.5 billion over the five years to 2027.
Furthermore, ongoing investment in new markets is expected to support industry growth over the next five years.
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Industry Performance

Key External
Drivers

Demand from professional, scientific and technical services

The level of scientific research and development activity reflects demand for scientific equipment. Testing
laboratories demand industry products such as laboratory balances and scales, furnaces and centrifuges. Demand
from the professional, scientific and technical services sector is expected to increase in 2022.

 

Research and development expenditure

Funding of research and development (R&D) projects in the pharmaceutical or biotechnology fields determines
demand for professional and scientific apparatuses. As R&D projects ramp up, customers will increasingly purchase
laboratory and scientific supplies from wholesalers. R&D expenditure is expected to increase in 2022, representing a
potential opportunity for the industry.

 

Demand from laboratory testing services

Testing laboratories demand professional and scientific apparatuses wholesaled by this industry. When government
regulations rise and more tests are required for consumer products, demand for industry products grows. Demand
from laboratory testing services is expected to increase in 2022.

 

Demand from educational services

Educational institutions use laboratory equipment and supplies for research experiments and other education-
related purposes. When demand from educational services falls, industry revenue is adversely affected. Demand
from the educational services sector is expected to increase in 2022.

 

Industrial capacity utilization

Industrial capacity utilization is calculated as the ratio of actual industrial output to potential full capacity output. The
higher the utilization rate, the less slack there is at plants to take on excess work. Essentially, this driver is a proxy
for industrial output and is indicative of industrial applications' performance. Therefore, as industrial capacity
utilization rises, industry revenue is expected to climb in tandem. Industrial capacity utilization is expected to
increase in 2022, however, unforeseen volatility poses a potential threat to the industry.
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Current
Performance

The Laboratory Supply Wholesaling industry in Canada distributes
equipment and supplies to laboratories, schools, research facilities and
other professional and technical businesses.

Due to strong demand on the part of downstream buyers, the industry has performed well over the five years to
2022. Research and development (R&D) expenditure has increased over the past five years, which has largely
enabled corresponding revenue increases, although R&D expenditures from industrial companies has fluctuated
due to more volatile corporate profit levels. Nevertheless, government facilities and private laboratories have
increased their demand for laboratory equipment and supplies over the past five years. Furthermore, the COVID-19
(coronavirus) pandemic is expected to support industry operators. As a result, IBISWorld projects industry revenue
will increase at an annualized rate of 5.3% to $4.1 billion over the five years to 2022, including an increase of 3.8%
in 2022 alone.

RESEARCH AND DEVELOPMENT EXPENDITURE

Overall, public sector demand for industry products is determined by
government funding administered by the country's three granting
councils.

The three councils include the Canadian Institutes of Health Research (CIHR), the Natural Sciences and
Engineering Research Council (NSERC) and the Social Sciences and Humanities Research Council. Similar to
many other developed economies, the Canadian government has experienced pressure to slash its government
spending, balance its budget and stimulate economic growth. Although some government agencies, including
Environment and Climate Change Canada, the NSERC and the CIHR, have had their grants cut, others have
experienced a boost in government support. This includes the Canada Foundation for Innovation, Genome Canada
and the Canadian Space Agency. Government expenditure and investment has ultimately risen during the period,
encouraging demand for industry products and services and underscoring the industry's revenue growth in turn.

PHARMACEUTICAL DEMAND BOOSTS REVENUE

Notably, the expansion of R&D efforts in the Canadian Brand-Name
Pharmaceutical Manufacturing industry (IBISWorld report 32541aCA) has
improved demand for products distributed by industry operators.

Brand-name pharmaceutical companies are constantly researching new products as drug patents expire. They also
endure stiff competition from generic pharmaceutical manufacturers, encouraging them to merge their operations to
remain in business. Consolidation, coupled with increasing R&D expenditure, has boosted demand for high-margin
equipment, including centrifuges and fume hoods. Moreover, the pharmaceutical industry's widespread transition to
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biologic and biosimilar drugs has catalyzed increased demand. Biologic and biosimilar drugs are much more
sensitive compared with their inorganic chemical counterparts and have spurred demand for industry services. As a
result, demand from brand-name pharmaceutical manufacturers has grown over the past five years.

However, since many brand-name pharmaceutical companies have been experiencing patent cliffs, which expose
blockbuster drugs to competition from generics, pharmaceutical manufacturers are partnering with biotechnology
companies that possess a promising portfolio of drugs in their pipelines. As a result, pharmaceutical companies are
becoming increasingly dependent on technology platforms and the approaches adopted by biotechnology
companies. Such platforms are more efficient and require less laboratory equipment, leading to weaker demand for
the industry, as demand from biotechnology is typically lower than pharmaceutical manufacturers due to the
software modelling techniques implemented by biotechnology companies. Therefore, while demand that stems from
pharmaceutical companies have been strong during the period, it has ultimately been stymied by their increasing
reliance on biotechnology and alternative testing platforms.

Separately, the coronavirus pandemic has created a source of demand that has staved off any decreases in other
sectors, particularly education. The increase in testing and diagnostic equipment used for contact tracing and
tracking the spread of the virus has provided insulation from the rising economic uncertainty stemming from the
pandemic, which has partially offset other revenue declines.

INDUSTRY STRUCTURE

Rampant consolidation activity combined with disintermediation is
expected to limit the number of industry enterprises entering the industry.

As a result, the number of operators is estimated to increase an annualized 0.8% to 493 companies over the five
years to 2022. Overall, laboratory supply wholesalers are actively consolidating to improve their product lines and
market reach. Furthermore, the process known as disintermediation has siphoned revenue from many school supply
wholesalers, in addition to other companies specializing in niche products. Several industry operators have
attempted to counter this through vertical integration, by manufacturing the products they distribute. This has
reduced the influence of disintermediation on the industry as a whole, but has nonetheless shaped the pattern of
industry enterprise formation. Even in a growth environment with relatively moderate barriers to entry, business
formation has been stymied by the rapid rate of consolidation activity during the five-year period.

Profit has varied among distributors in the industry over the past five years, with disintermediation reducing school
supply wholesaler profit while demand from brand-name pharmaceutical manufacturers improved profit for other
wholesalers during the period. Furthermore, the industry's wage costs are not too high to the point where they would
undermine potential profit gains. The products that are distributed by this industry are increasingly technical.
Therefore, knowledgeable workers are essential to providing superior customer service and client retention.
Consequently, industry wages are projected to rise an annualized 5.4% to $466.5 million over the five years to 2022.

INDUSTRY PROFIT

Despite the overall economy suffering due to the coronavirus pandemic,
industry profit has remained fairly stable over the five years to 2022.

Industry players are increasingly consolidating and improving their operating performance by lowering infrastructure
costs and leveraging their design, supply chain and manufacturing capabilities. In the wholesaling sector, economies
of scale support profitability. Consequently, industry profit, measured as earnings before interest and taxes, is
expected to account for 6.7% of revenue in 2022, down from 8.5% in 2017.
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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 in
Canada

($b)
2013 2,416 515 553 510 3,726 N/A N/A 298 N/A 31.9
2014 2,631 565 555 502 3,845 N/A N/A 319 N/A 32.9
2015 3,083 636 549 488 4,652 N/A N/A 366 N/A 31.9
2016 3,204 609 549 480 4,640 N/A N/A 367 N/A 32.8
2017 3,150 657 542 473 4,792 N/A N/A 358 N/A 33.3
2018 3,583 646 576 502 5,376 N/A N/A 400 N/A 34.1
2019 3,656 656 567 493 5,748 N/A N/A 419 N/A 32.8
2020 3,731 727 550 478 5,862 N/A N/A 428 N/A 32.9
2021 3,921 750 560 486 6,144 N/A N/A 449 N/A 35.2
2022 4,072 780 569 493 6,393 N/A N/A 467 N/A 36.9
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Industry Outlook
Outlook The Laboratory Supply Wholesaling industry in Canada is anticipated to

grow over the five years to 2027 due to rising research and development
(R&D) expenditure.

The industry is also likely to be further buoyed by increased government expenditure and investment.
Disintermediation, however, is expected to limit revenue growth and continue pressuring industry profit.
Nevertheless, further COVID-19 (coronavirus) research is expected to support industry growth. IBISWorld projects
industry revenue will increase at an annualized rate of 1.8% to $4.5 billion over the five years to 2027.

RISING REGULATION

The heightened consequences of offering unsafe or subpar products will
spur many companies to increase their compliance and product testing
over the next five years, due primarily to continually strict government
regulation of consumer products and an established correlation between
consumer reviews and sales.

These forces will likely boost demand for test lab equipment and supplies, which are the industry's largest product
segments. Moreover, increasing competition among labs will make it necessary for them to complete testing
services in a timely manner. As orders increase and timeliness remains critical, investments in state-of-the-art
equipment will support revenue growth for the industry.

Demand from testing laboratories is also expected to grow as laboratories invest in supplies and equipment for the
purpose of accommodating mounting emission regulations. These tightened regulations will likely be enacted over
the next five years as the government seeks to reach its 2030 greenhouse gas emissions target.

A TURN TO SERVICES

The industry's wholesalers have transitioned from strictly distributing
products to also providing value-added services to augment their
respective revenue streams.

While many industry products continue to be crucial to the success of their downstream clients, many of these
machines, supplies and systems are becoming increasingly complex, requiring specialized knowledge to operate,
repair and maintain. Industry operators have thus found a way to satisfy demand for these services in many
respects by providing such value-added services to downstream clients. They are likely to continue doing so in the
future as well, given the success this has produced during the period. As a result, this is likely to aid revenue growth
during the outlook period.

Increased demand for value-added services will likewise encourage companies to hire more workers over the next
five years. By hiring more employees, companies effectively enhance their potential for providing these services
while also increasing the speed at which their traditional distribution orders are placed and delivered. Accordingly,
industry employment is forecast to increase an annualized 2.1% to 7,110 workers over the five years to 2027.
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RESTRUCTURING

IBISWorld expects the industry to continue restructuring over the next
five years.

As downstream demand sustains its growth, yet possesses the potential to decrease due to disintermediation,
wholesalers will likely experience increased competition from abroad and from manufacturers that sell directly to
downstream industries. Some wholesalers will likely continue consolidation activity. Consolidation will lead to larger
companies that offer a wider variety of products, enabling downstream companies to source their supplies from
fewer wholesalers. Consolidation will also permit operators' supply centres to remain close to customers, but they
will be managed more efficiently to maintain shipment and supply flexibility.

Consolidation has partially taken the form of vertical integration to incorporate upstream manufacturing activity, a
trend that is expected to persist over the next five years. Thus, industry entrance will remain appealing for operators
that engage in strictly distribution-related activities, which are characterized by lower barriers to entry compared with
the manufacturing level. As a result, the number of industry enterprises is projected to increase an annualized 1.1%
to 520 companies over the five years to 2027. Nevertheless, the consolidation activity that has proved so successful
for the industry's major players will continue to manifest, as many pharmaceutical manufacturers have recently
acquired biotechnology companies to diversify their product lines.

Both the biopharmaceutical and biotechnology sectors are poised for strong growth, benefiting industry operators
that cater to these markets. Moreover, biotechnology and biopharmaceutical companies make significant
investments in equipment to improve R&D productivity and accuracy. Therefore, these two sectors will likely account
for an increasing percentage of industry demand over the five years to 2027 and will uplift industry revenue gains
overall. Furthermore, industry profit is anticipated to expand 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 in
Canada  ($b)

2022 4,072 780 569 493 6,393 N/A N/A 467 N/A 36.9
2023 4,156 813 576 498 6,548 N/A N/A 478 N/A 37.9
2024 4,225 838 582 503 6,693 N/A N/A 488 N/A 38.9
2025 4,298 863 590 510 6,847 N/A N/A 498 N/A 39.8
2026 4,373 889 595 514 6,980 N/A N/A 508 N/A 40.7
2027 4,452 915 602 520 7,110 N/A N/A 517 N/A 41.6
2028 4,538 943 611 528 7,254 N/A N/A 528 N/A 42.4
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

IVA growth is expected to outpace GDP

New research and development continue to support growth

The industry's downstream markets and product offerings are clearly defined

The Laboratory Supply Wholesaling industry in Canada is currently in the growing stage of its economic life cycle, as
several growing downstream industries such as the biotech sector has supported the industry. Overall, industry
value added (IVA), which measures an industry's contribution to the overall economy, is expected to rise an
annualized 3.4% over the 10 years to 2027. Conversely, Canadian GDP is forecast to increase at an annualized rate
of 1.7% during the same period. IVA that is growing at a faster ate than GDP characterizes a growing industry.
Operators continue to thrive in further developments for green energy applications in the form of wind, solar,
nuclear, hydroelectric and coal and natural gas power. Furthermore, the COVID-19 (coronavirus) pandemic
supported the industry's expansion over the five years to 2022.

New forms of research development investments are expected to continue, requiring industry products and
supporting ongoing growth. During the coronavirus pandemic, an increase in government funding in the form of
disease research and prevention benefited industry operators. This will continuously open up new markets and
boost industry importance, as companies focus their research in specific segments to create therapies, vaccines and
other accurate forms of testing. Moreover, the industry's clearly defined product segments, in combination with the
industry's clearly defined downstream market composition, essentially guard against volatile declines.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Geophysical Services in Canada

Surveying & Mapping Services in Canada

Laboratory Testing Services in Canada

Educational Services In Canada

Scientific Research & Development in Canada

Architects in Canada

Key Selling Industries
1st Tier

Navigational Instrument Manufacturing in Canada

Medical Device Manufacturing in Canada

Household Furniture Manufacturing in Canada

2nd Tier

Wood Product Manufacturing In Canada

Wood Panelling Manufacturing in Canada

Metal Stamping & Forging in Canada

Petroleum and Coal Products Manufacturing In Canada

Products & Services

  The Laboratory Supply Wholesaling industry in Canada distributes a
variety of equipment and supplies, with companies in this industry
engaged in the wholesale distribution of equipment and supplies used in
laboratories, schools and universities; facilities that conduct research;
and other professional environments.

Further, industry products are differentiated from one another by their product features and end use applications.
For example, both laboratory and surgical equipment vary in size, product performance, types of raw materials used,
energy efficiency and design specifications. The COVID-19 (coronavirus) pandemic is expected to support
increasing investment in scientific research and development (R&D).

SCIENTIFIC EQUIPMENT

IBISWorld expects scientific equipment to account for 37.2% of industry
revenue in 2022, increasing as a share of revenue over the five years to
2022.

Although scientific instruments are closely associated with laboratory equipment, they are importantly differentiated
by their utility, as scientific instruments are generally tools that are used to measure various metrics. Products in this
segment include, but are not limited to, accelerometers, calipers, calorimeters, DNA sequencers, ellipsometers,
hydrometers, interferometers, magnetometers, microscopes, spectrometers, seismometers, thermometers,
balances, scales, voltmeters and eudiometers. Ultimately, this product segment enables both quality assurance
personnel and researchers to measure the effects of certain environments, chemicals, gases or liquids on other
substances. These products, notably, often require maintenance and are increasingly becoming more complex,
enabling many industry wholesalers to include value-added services for these products as a result, ultimately
explaining the growth in that particular product segment over the five years to 2022.
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These devices are used in a broad range of applications, but are primarily concentrated in the industrial,
pharmaceutical, medical and academic contexts for research purposes. Strong downstream demand stemming from
the healthcare sector in combination with sustained growth in industrial production has bolstered demand for this
product segment in recent years.

LABORATORY EQUIPMENT AND FURNITURE

IBISWorld expects laboratory equipment and furniture to account for
14.9% of industry revenue in 2022, decreasing as a share of revenue over
the five years to 2022.

To this end, this product segment includes laboratory fume hoods, furnaces, ovens, cabinets, centrifuges and cases.
More specific examples include chromatography systems, gas-liquid chromatography, high-performance liquid
chromatography separation systems, testing services filtration, design meters and monitors. Essentially, while the
scientific instrumentation segment includes tools for measuring, the laboratory equipment segment is composed of
tools to produce or influence certain environments for laboratory study which are measured by scientific instruments.

IBISWorld expects this product segment to expand over the five years to 2027. Moreover, this particular segment is
also expected to increase in response to recovering demand for laboratory testing services. Due to stringent
government regulations regarding safety and product quality, many industry companies began a more
comprehensive testing of their products prior to sale. This industry also benefits from rising interest in going green
as private companies move toward green technology. Additionally, laboratory equipment can be used for drug
discovery and research to advance the prevention and cure of diseases.

VALUE-ADDED SERVICES

IBISWorld expects value-added services to account for 24.4% of industry
revenue in 2022, marginally decreasing as a share of revenue over the
past five years.

Wholesalers have increasingly dedicated their operations to value-added services, which generally garner higher
price points and accordingly reap a higher profit margin. The services offered by industry operators are linked to the
products that they sell and are often focused on repair, maintenance, informatics and technical support. For
example, the rising complexity of measuring devices in particular has been a bargaining tool for distributors with the
expertise to navigate their software and hardware. Furthermore, calibration services are crucial, since measuring
instruments that are not properly calibrated would be inaccurate and therefore unproductive, especially in more
precarious applications that concern the medical or industrial fields. However, with scientific equipment growing at a
faster rate, value-added services' share of revenue declined over the past five years.

SCHOOL SUPPLIES

IBISWorld expects school supplies to account for 6.6% of industry
revenue in 2022, increasing as a share of revenue over the past five years.

The school supply market consists of the sale of supplemental educational products, consumable materials and
equipment to school districts, individual schools, teachers and curriculum specialists that purchase products for
school and classroom use. This product segment therefore includes office equipment, furniture and sanitation
supplies. Essentially, this industry distributes everything a school needs other than school stationery and textbooks,
thus providing a comprehensive distribution channel to the public and private school system across all Canada and
for some operators close to the border, schools in the United States as well. This segment experienced volatile
growth over the past five years due to disintermediation and the increasing negotiating power of public school
systems. Moreover, this trend has been exacerbated by the coronavirus pandemic, as many schools have shifted to
online learning.

OTHER PROFESSIONAL EQUIPMENT

IBISWorld expects other professional equipment to account for 16.9% of
industry revenue in 2022, decreasing as a share of revenue over the past
five years.

Other professional equipment includes religious, art and architecture equipment and supplies. This segment can
also include process instruments, drafting instruments, church pews, artists' materials, desks, engineering
instruments and inspection products that help customers improve efficiency, provide quality control and maintain
regulatory compliance. This industry essentially includes establishments that distribute professional machinery.
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While medical supplies are discussed in the IBISWorld report addressing the Medical Supplies Wholesaling industry
in Canada (IBISWorld report 41793aCA), all other professional and technical machinery, equipment and supplies
are distributed through this industry's operators.

Demand
Determinants

Demand for the products sold by the Laboratory Supply Wholesaling
industry in Canada is primarily derived from downstream industries that
rely upon this industry to supply professional and scientific equipment
and materials.

Generally, demand is determined by changes in the total level of public and private research and development
(R&D) expenditure and in government regulations that relate to quality control and environmental testing.

Technological changes and product innovations are also an important determinant of demand. For example,
advances in science and engineering involving microelectronics, biochips, genomics and biomaterials facilitate the
development of new products, including high-performance synthetic materials that can be produced in high volume
and at a reduced cost. Rising interest in green technology has the potential to positively reflect on industry demand
as well. In particular, innovations in pharmaceutical research, specifically in biologic drugs which are more sensitive
to environmental stimuli as compared with chemical pharmaceuticals, propel revenue gains from the healthcare
industry, which serves as the industry's largest market segment.

Similarly, as the population grows, so does demand for schools and education facilities, which in turn affects
demand for school equipment and supplies. Demand for these educational products is therefore directly connected
to the level of school funding, the number of school-age children, population growth within a particular region and
regulations that address compulsory attendance and school curricula. Therefore, demographic measures influence
demand in any epoch.

However, demand for this industry is negatively affected by disintermediation, as manufacturers can choose to sell
laboratory equipment and supplies directly to consumers and effectively bypass wholesalers. Growing e-commerce
capabilities and supply chain management services also make it increasingly easy for end users to purchase directly
from manufacturers, limiting demand for industry products.

The COVID-19 (coronavirus) pandemic is forecast to reduce demand from some segments, but increase it in others.
Diagnostic and medical segments are forecast to demand more industry products because of increased testing for
coronavirus. However, academic markets are expected to shrink as many schools have imposed distance learning,
which does not permit traditional lab instruction.

Major Markets

  The Laboratory Supply Wholesaling industry in Canada wholesales to
experienced and knowledgeable buyers that keep abreast of the different
technical and performance features characterizing the industry's
products.

  Buyers that repeatedly purchase equipment and supplies usually benchmark these products against future
purchases and can therefore distinguish customer markets in this manner. Downstream customers also exhibit
varying levels of technological understanding when purchasing products from this industry, with specialized medical
and scientific businesses generally more sophisticated and knowledgeable regarding the industry's product catalog.
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HEALTHCARE

IBISWorld expects healthcare to account for 30.0% of industry revenue in
2022, increasing as a share of revenue over the five years to 2022.

This market notably includes medical research companies, pharmaceutical and biopharmaceutical laboratories,
biochemical research industries and hospitals, as well as other inpatient facilities and health clinics. This myriad
healthcare-related buyer services the growing healthcare sector, particularly in pharmacological research. This is
due to innovation in the development of new medicines, which continues reaping advancements regarding the
treatment of various diseases. Moreover, biologic drugs and generic products have bolstered the use of industry
products such as test tubes, beakers and graduated cylinders among pharmaceutical research staff. Patient-facing
healthcare industries also use the industry's products for testing urine, blood, skin and hair samples, among other
applications. This led to growth in 2020 as a result of increased diagnostic testing due to the COVID-19
(coronavirus) pandemic. Ultimately, rising healthcare expenditure in combination with the aging population of baby
boomers will likely contribute to the growth of this segment over the five years to 2027 by promoting research and
development (R&D) expenditure on new pharmaceutical and medical technologies.

INDUSTRIAL AND APPLIED MARKETS

IBISWorld expects industrial and applied markets to account for 25.3% of
industry revenue in 2022, decreasing as a share of revenue over the past
five years.

This market segment includes veterinary surgeries, in-house quality control, manufacturing operators' R&D divisions
and independent laboratories to which quality control and environmental testing are outsourced. However, this
segment has decreased over the past five years due to falling demand from laboratory testing services, such as
physical, chemical and other analytical testing. However, operators continue to invest in product testing to comply
with safety regulations. Notably, surveying operators are also included in this group, including companies that are
engaged in surveying and mapping the surfaces of the earth and measuring the extent of the earth's subsurface
resources such as oil, gas and minerals.

ACADEMIC AND EDUCATIONAL INSTITUTIONS

IBISWorld expects academic and educational institutions to account for
16.4% of industry revenue in 2022, decreasing as a share of revenue over
the past five years.

The educational market for the industry includes primary, secondary and post-secondary education markets. This
segment fell in 2020 as many schools have switched to remote learning, reducing the need for laboratory supplies.
School district administrators and individual schools usually purchase general consumable products and furniture,
while teachers and curriculum specialists generally decide on curriculum-specific products for use in their
classrooms. Canada continues to be a leader in higher education, ranking second among the Organisation for
Economic Co-operation and Development (OECD) countries in the proportion of adults with a university education.
Despite its high levels of education, Canada is nevertheless falling behind other OECD countries in terms of funding
education. Any cuts in government funding for education may therefore cause educational institutions to reduce their
spending on laboratory equipment and supplies, cutting into demand for industry products and directly linking this
market segment's performance to government activity. With the market slowly recovering after the coronavirus
pandemic, IBISWorld expects market share to increase over the five years to 2027.

GOVERNMENT

IBISWorld expects government to account for 7.1% of industry revenue in
2022, decreasing as a share of revenue over the five years to 2022.

Overall, government funding administered by the country's three granting councils, including the Canadian Institutes
of Health Research (CIHR), the Natural Sciences and Engineering Research Council (NSERC) and the Social
Sciences and Humanities Research Council, will determine demand for the industry's products. Similar to many
other developed economies, Canada has been under pressure to slash government spending, balance the budget
and stimulate economic growth. While some government agencies such as Environment Canada, the NSERC and
the CIHR have used cost-cutting practices in operating grants, other agencies have experienced a boost in
government support, including the Canada Foundation for Innovation, Genome Canada and the Canadian Space
Agency. However, with other markets growing at a faster rate, this segment's share of revenue is expected to fall.

DIAGNOSTICS AND OTHER
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Other market segments include diagnostic laboratories, external to
healthcare facilities and industrial use; architecture companies; optical
research facilities; therapy facilities; trade organizations, including trade
unions; and artist studios.

Other products included in this industry are generally categorized as professional machinery; equipment and
supplies, which can include welding equipment; church pews; timing instruments; therapeutic beds; safety
equipment; graphic art equipment; engineers' equipment; and architectural supplies, among others. These markets
have historically made up an insignificant proportion of industry revenue on their own and therefore do not merit a
more comprehensive discussion here. For more information on these markets, please refer to the relevant
IBISWorld reports for their respective upstream manufacturing industries or downstream professional services. This
market segment is expected to account for 21.2% of industry revenue in 2022, decreasing as a share of revenue
over the past five years.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Wholesaling companies do not participate in international trade by nature. Although some companies in the
Canadian Laboratory Supply Wholesaling industry distribute goods produced abroad, all imports and exports are
already accounted for at the upstream manufacturing level. However, patterns of import penetration are a significant
contributor to price-competitive pressure at the manufacturing level, and will therefore inevitably shape the
distribution channels and pricing models of this particular industry as a result.

Business
Locations

  The geographic spread of establishments in the Canadian Laboratory Supply Wholesaling industry in Canada generally runs
parallel to regional population levels. For example, British Columbia accounts for an estimated 13.7% of the Canadian population
and is anticipated to house 12.3% of establishments in 2022. However, this pattern is not always the case, as Ontario has a very
high concentration of establishments, home to 48.7% of locations, yet contains 38.8% of the population in 2022. Ontario is the
main manufacturing hub of Canada and operators located in this province can vertically integrate or incur lower transportation
costs by operating close to upstream manufacturers. Moreover, Ontario's proximity to the border with the United States enables
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operators to focus on markets within the country while also serving as an attractive location option for multinational distributors.
The second-most concentrated province, Quebec, contains 20.6% of industry establishments while accounting for 22.5% of the
population in 2022. Alberta is home to an estimated 10.9% of establishments in 2022. The remaining provinces have a low level of
industry activity.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Laboratory Supply Wholesaling industry in Canada experiences a low level of market share concentration.
Employment within the industry is concentrated on the lower end of the scale, with more than 40.0% of employing
operators employing between one and four people and more than 95.0% employing fewer than 100 workers in 2022.
Market share concentration varies among product lines. For example, laboratory products and scientific
instrumentation both experience a higher level of market share concentration compared with school supplies or
surveying equipment. This is because many major players are vertically integrated, benefit from economies of scale
and often hold brand-specific patents on certain industry products. Still, the industry's level of market share
concentration has increased over the five years to 2022, due to continued acquisitions and more advanced supply
chains. This increase in market share concentration can be attributed to each of the top three operators acquiring
smaller companies to expand their product offerings. In addition, many laboratory supply and equipment operators
benefit from vertical integration and manufacture the products they produce, thereby mitigating the negative effect of
disintermediation for larger companies. As a result, smaller operators have struggled to remain profitable.
Successful small-scale operators typically distribute niche industry products that remain outside the scope of major
players in this industry. Overall, market share concentration is forecast to continue increasing over the five years to
2027 as top operators continue engaging in acquisition activity.

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 have minimal effects on company performance.

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 will 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.

Having contracts within key markets:
It is important to have established links with various customers. It is preferable for wholesalers to have a variety of
customers, rather than one or two that account for the majority of their business.

Ability to continue paying suppliers during economic downturn:
As companies in this industry operate as intermediaries, it is important to pay suppliers, so that product can be sold
downstream.
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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 2022, down from 8.5% in
2017. This trend is primarily due to the COVID-19 (coronavirus)
pandemic, as this is projected to hinder the overall economy's supply
chain. Overall, however, industry profit has remained fairly stable over
the five years to 2022. Industry players have increasingly consolidated
and improved their operating performance by lowering infrastructure
costs and leveraging their design, supply chain and manufacturing
capabilities. However, this trend is mitigated in part by the fragmented
nature of the industry, which produces numerous unprofitable or less
profitable enterprises that operate on smaller scales. In wholesaling
industries, economies of scale reign supreme and the size of operators
is almost always positively correlated with their resulting profit margin.
Consequently, IBISWorld expects industry profit to increase over the
five years to 2027.

 

  Wages

Industry wages are estimated to account for 11.5% of revenue in 2022,
remaining relatively stable over the past five years. This industry is
fairly labour-intensive relative to the level of capital investment required
of the industry's operators. Labour comprises an important aspect of
the industry's success because employees must maintain a high level
of technical expertise to provide superior customer service including
repair, maintenance and consulting services. IBISWorld expects wages'
share of revenue to increase over the five years to 2027.
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  Purchases

Purchase costs are estimated to account for 66.2% of industry revenue
in 2022, up from 65.9% in 2017. Across most wholesaling industries,
purchases comprise the largest expense for industry operators. This
particular cost category consists of goods purchased from vendors for
resale to other corporations or end users. The broad spectrum of
scientific and laboratory supplies means that companies spend a
significant portion of revenue on purchases to keep inventories well-
stocked and up to date. Moreover, the specificity of most product lines
including beakers and chemical hoods ensures that industry operators
must maintain an inventory of several variations of a particular product
even in one product line.

 

  Marketing

Marketing costs are expected to account for 1.5% of industry revenue
in 2022. These expenses consist of promotional costs relating to
material production and mailing costs, primarily for small and less
established enterprises.

 

  Depreciation

Depreciation costs are expected to account for 1.0% of industry
revenue in 2022, remaining stable over the past five years. Operators
are required to depreciate assets and other nonannual expenses over a
period of time. Therefore, the cost of depreciation varies by operator,
depending on that operator's size and the number of assets involved.
Depreciable assets include buildings, storage equipment, machinery
used to move vehicles and computer inventory systems. Within this
industry, depreciation accounts for only a small proportion of revenue.
IBISWorld expects depreciation's share of revenue to remain stable
over the next five years.

 

  Rent

Rent costs are expected to account for 1.8% of industry revenue in
2022. Warehouses for operation are usually built on less expensive or
desirable land, limiting overall costs.
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  Utilities

Utility costs are expected to account for 0.6% of industry revenue in
2022. Utility expenditures, similar to rent, are minimal for wholesalers.
This figure has remained stable during the period.

 

  Other Costs

All other costs include freight, insurance, administrative expenses and
other miscellaneous outlays. Many of these functions are outsourced to
other industries. IBISWorld expects other costs to account for 10.7% of
industry revenue in 2022.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Due to the wide range of products distributed by the Laboratory Supply
Wholesaling industry in Canada, there are many different forms of
competition within each product segment.

Competitors range from large organizations with horizontal and vertical integration strategies to small operators
offering only a single product. Existing and established companies, which tend to comprise larger industry
participants, consequently offer a wide range of quality products and also possess the brand strength that is
necessary to gaining a greater market presence and product acceptance.

Scientific laboratories, architects and surveying operators demand quality products that are reliable, accurate and
user friendly. As a result, modern technology, product quality, performance and reliability are important competitive
attributes. Although quality stands out as a major competitive factor in this industry, pricing levels also influence
demand and therefore company performance. With increased equipment and instrument imports, some wholesaling
operators can be more flexible on pricing for the purpose of either retaining customers or gaining market share
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through volume.

Industry operators also compete based on the convenience of services. For instance, downstream customers may
have to source products from several different small wholesalers, thereby increasing their costs. Larger wholesalers,
however, have a sufficient number of suppliers to provide equipment for all purposes, enabling their downstream
customers to purchase all that is needed from just that one wholesaler. Additionally, laboratory supply wholesalers
can bolster demand by offering a range of value-added services, such as information management systems.
Industry operators with the ability to expand their product offerings, especially through the addition of crucial
services, can thereby gain a competitive advantage in this industry. Moreover, specialized wholesalers of laboratory
testing equipment can offer service contracts to maintain and repair equipment, a key selling point for expensive,
technologically advanced product lines.

EXTERNAL COMPETITION

The industry must combat a significant level of external competition, as
large downstream customers have the ability to purchase products
directly from laboratory equipment manufacturers.

Disintermediation, a process through which clients purchase materials directly from manufacturers, lowers demand
for industry activity. Some downstream clients may also source their supplies directly from foreign companies,
including those located in the United States or in the Southeast Asia region, further providing competition for
industry operators. Foreign suppliers are often manufacturers that export their products directly to clients or sell their
products to wholesalers that service similar downstream markets, such as the Medical Supplies Wholesaling
industry in Canada (IBISWorld report 41793aCA).

Competition is expected to increase as a result of the COVID-19 (coronavirus) pandemic. There is increased
demand for industry products because of the large amount of diagnostic testing in an effort to mitigate the spread of
the virus. This increased demand has resulted in higher price competition as labs need to secure testing equipment.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  Barriers to entry in the Laboratory Supply Wholesaling
industry in Canada are moderate. The capital costs that
are associated with investing in and building an efficient
wholesaling facility can discourage entry, but are
altogether a relatively easy obstacle for a potential entrant
to navigate. However, minimum scale in the industry
necessitates large capital outlays and there are high costs
associated with the construction and development of new
warehousing and distribution facilities.

Moreover, new industry entrants may have to pay more
for diversified inventories, particularly given existing long-
term supply contracts and relationships between already-
existing suppliers and wholesalers. Backward integration
of some major players in this industry enables them to
reduce their per unit costs. Therefore, new entrants may
have to pay comparatively higher prices for products and
transportation costs compared with incumbent operators.

Other barriers for prospective entrants include the high
cost of insurance against product liability claims, which
are on the rise, in addition to wholesalers maintaining high
inventory levels to accommodate the short lead times and
just-in-time delivery requirements that work against new
entrants. At the same time, these also entrench the
dominance of more established wholesalers. Accordingly,
operators have high inventory and fluctuating carrying
costs, which may deter entry.

Ultimately, building a viable and sustainable sales base
depends largely upon the ability to of industry operators to
forge relationships and supply contracts with downstream
customers. The cost of competing with other operators
that are significantly established in downstream markets
may deter some companies from entering the industry, as
is the fact that incumbent operators spend a relatively
small portion of their revenue on advertising due to their
existing contracts and reputations. Comparatively, these
expenses may be significant to a smaller entrant,
effectively keeping them out of the market or inhibiting
growth in their nascent stages.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Growth  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Laboratory Supply Wholesaling industry in Canada experiences only a slight level of globalization. Although
international trade is not accounted for at the wholesaling level and is instead accounted for at the upstream
manufacturing level, the industry's laboratory supplies are widely traded across the world. Moreover, several
industry operators are also global laboratory supply wholesalers. For example, industry major players Thermo Fisher
Scientific Inc. and Avantor Inc. are both US-based corporations that operate globally. Consequently, the
international trade of laboratory supplies has slowly increased over the past decade, mostly due to growing global
demand for laboratory testing services.
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Major Companies

Major Players Thermo Fisher Scientific Inc.

Market Share: 19.3%

  Headquartered in Waltham, MA, Thermo Fisher Scientific Inc. (Thermo Fisher) is a leading distributor of analytical
instruments, equipment, reagents, consumables and software, as well as a provider of services including repairs
and maintenance. Thermo Fisher was first founded through a 2006 merger that occurred between the Thermo
Electron Corporation (Thermo Electron) and Fisher Scientific International Inc. (Fisher Scientific). The company has
since kept these brands separate, with Thermo Electron encompassing the technology aspect of the company's
operations and Fisher Scientific representing a veritable portfolio of equipment and supplies, including analytical
instruments, specialty diagnostics and bioscience products. In 2020, Thermo Fisher employs an estimated 80,000
individuals worldwide and services more than 400,000 customers within pharmaceutical and biotechnology
companies, hospitals, laboratories, universities and government institutions across Canada, the United States,
China, Germany and the United Kingdom, among others. The company reported earning $43.2 billion in company-
wide revenue across all operating segments in 2020 (latest data available).

The company's industry-relevant operations include its life sciences solutions, analytical instruments and laboratory
products. In 2020, these segments are expected to account for more than 85.0% of total revenue. However,
services such as clinical trial logistics, pharmaceutical development and manufacturing services are not industry
relevant. As a result, industry-relevant operations are expected to generate about 70.0% of total revenue in 2020.
Furthermore, domestic operations are anticipated to account for a small share of total revenue. IBISWorld
anticipates domestic operations to represent less than 3.0% of total revenue. Consequently, major investments and
acquisitions are toward larger markets such as the United States.

Thermo Fisher has acquired multiple industry-relevant manufacturers and distributors in the scientific field over the
five years to 2022. The company continues to be active when it comes to acquisitions, especially those that involve
horizontal integration with companies that provide services to existing customers. Thermo Fisher acquired Brammer
Bio LLC, a viral vector manufacturer in the fields of gene and cell therapies, in a deal worth an estimated $1.7 billion
in 2019. The company also announced its intention to invest $150.0 million to expand its pharmaceutical services
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business in the same year. Nevertheless, Thermo Fisher's involvement encompassing the development of a real-
time PCR kit for the detection of RNA in COVID-19 (coronavirus) supported company performance in 2020.

Financial performance

IBISWorld expects the company's industry-relevant revenue to increase at an annualized rate of 13.4% to $784.3
million over the five years to 2022. This is due to demand for industry services expanding sharply during the
coronavirus pandemic. The company's laboratory products and services segment are estimated to account for more
than 35.0% the company's revenue in 2020 (latest data available). This segment provides laboratory equipment and
consumables to research and safety market customer channels, as well as biopharmaceutical companies.
Furthermore, sales that addressed the coronavirus pandemic such as testing and treatment supported the
company's performance in 2020. However, sales to academic and government customers decreased due primarily
to closure of academic labs during the pandemic. Consequently, the company's industry-relevant operating profit,
defined as earnings before interest and taxes, is expected to increase an annualized 29.8% to $177.0 million over
the five years to 2022.

 
Thermo Fisher Scientific Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 418.9 N/C 48.1 N/C
2018 437.1 4.3 56.4 17.3
2019 458.7 4.9 69.7 23.6
2020 567.0 23.6 117.4 68.4
2021 701.0 23.6 190.3 62.1
2022 784.3 11.9 177.0 -7.0

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

Avantor Inc.

Market Share: 9.3%

  Avantor Inc. (Avantor) is a leader in the Canadian Laboratory Supply Wholesaling industry, albeit a newer one. The
company only recently entered the industry in late 2017 via its acquisition of VWR Corporation (VWR), though the
company itself was formed in 2010 when New Mountain Capital purchased it from Covidien Inc., a leader in medical
supply distribution. Avantor became publicly traded in May 2019 with an initial public offering. Headquartered in
Radnor, PA, Avantor operates in more than 30 countries and processes more than 50,000 orders per day from 50
distribution centres. The company employed an estimated 12,000 individuals and generated $8.6 billion in company-
wide revenue in 2020 (latest data available).

Avantor's main downstream clients include downstream pharmaceutical, biotechnology, industrial, government and
academic organizations, among others. The company maintains a highly developed website that benefits its
business, especially with smaller and foreign orders to facilitate sales growth. Avantor's products include chemicals,
instruments, centrifuges, fume hoods, workstations, ovens, microscopes and lab furniture. VWR continues to
represent the company's only domestic operation, accounting for less than 5.0% of its total Americas facility capacity
in 2020 (latest data available).

Financial performance

IBISWorld expects the company's industry-relevant revenue to increase at an annualized rate of 8.9% to $376.8
million over the five years to 2022. The company experienced strong performance during the pandemic due to
growth in the biopharma end markets. This increased sales of proprietary products and coronavirus related sales of
personal protective equipment. Moreover, solutions to support diagnostic testing and vaccine development support
industry-relevant sales. Consequently, the company's industry-relevant operating profit, defined as earnings before
interest and taxes, is expected to increase an annualized 7.7% to $25.7 million over the five years to 2022. Similar
to other companies, Avantor gas experienced strong revenue and profit growth during the coronavirus pandemic.
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Avantor Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 246.2 N/C 17.7 N/C
2018 249.5 1.3 15.6 -11.9
2019 272.8 9.3 16.3 4.5
2020 307.8 12.8 23.0 41.1
2021 347.3 12.8 26.2 13.9
2022 376.8 8.5 25.7 -1.9

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

Other Companies Agilent Technologies Inc.

  Market Share: 1.1%
  Agilent Technologies Inc. (Agilent) is the world's premier measurement company and provides bioanalytical and

electronic measurement solutions to the petrochemical, environmental, pharmaceutical, biotechnological, academic,
forensics and food safety industries. Headquartered in Santa Clara, CA, Agilent employs about 17,000 individuals
across the globe and serves customers in 110 countries in fiscal 2021 (year-end October). Only a small portion of
company revenue is generated in Canada, with the remainder of sales being derived from the United States, Asia
and Europe.

In November 2014, prior to the five years to 2022, the company spun off its electronic measurement business into
two publicly traded companies. Agilent is also actively engaged in acquisitions. In 2015, for example, the company
acquired the National Biochemicals Corporation, contributing to the company's revenue growth and expanding its
products and services offerings. IBISWorld estimates that Agilent will generate $46.8 million in industry-relevant
revenue in 2022, accounting for 1.1% of the market. The company has improved its performance considerably by
leveraging its design, supply chain and manufacturing capabilities over the past decade, which helped insult it from
drastic declines due to the coronavirus pandemic.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Laboratory Supply Wholesaling industry in Canada is
characterized by a low to medium level of capital intensity.
In 2022, industry operators are expected to spend $0.09 on
capital investments for every $1.00 spent on labour. In
addition, industry wages are expected to account for more
than 10.0% of industry revenue in 2022. Costs that are
allocated to purchases comprise the largest expense item
for the industry, increasing its level of capital intensity.
Nonetheless, labour has remained extremely important to
operators, as employees are crucial to first acquiring and
then maintaining contracts with downstream markets and
providing exceptional customer service to buyers of
industry products. This tempers the industry's capital
intensity to a medium level. IBISWorld expects capital
intensity to remain relatively unchanged over the five years
to 2027.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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.

Currently, the most relevant disruptive force regarding the Laboratory Supply
Wholesaling industry in Canada is focused on the development of advanced
supply chain integration software and systems that effectively enable the
original manufacturers of the industry's products to integrate wholesaling into
their respective business models.

This permits manufacturers to bypass operators and sell directly to large downstream customers in a process known as
disintermediation. This has become increasingly easier over the past five years due to a variety of technological
advancements in supply chain technology. Aside from these advancements, however, operators do not contend with
additional technological advancements in adjacent industries that concurrently threaten their revenue streams.

The level of technology change is    Low

  As operators in the Canadian Laboratory Supply Wholesaling industry have
continued to evolve, the most successful enterprises have added a broader
range of services to better assist both manufacturers and end users.
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This evolution has largely resulted from changing trends in the wholesale sector and among end users more specifically.
Companies are being reinvented and must continue along this path of growth to remain solidly competitive in the global
economy, particularly when compared with lower-cost imports primarily coming from the Asia-Pacific region.
Fundamentally, change has resulted from industry operators incorporating improvements in procurement technologies.

Within the broader wholesaling sector, capital improvements have converged upon the introduction or upgrading of
communications technology, such as online services that permit customers to search inventory lists, verify pricing, place
and print orders and use e-mail billing. Consequently, companies that have been able to implement supply chain
management hierarchies through the successful usage of electronic inventory tracking and invoicing systems possess a
competitive advantage over companies that have failed to do so. For example, it is much more difficult for operators to spot
trends within a particular industry without sound data, in addition to noting irregularities and/or measuring company
performance. This type of data can ultimately provide valuable insights into areas of business improvement. Recent
developments over the past decade regarding information technology systems have now offered the possibility for
operators to revolutionize procurement by changing ordering procedures and facilitating better supply chain management
practices to both supplier and consumer markets.

Revenue
Volatility

The level of volatility is    Medium

  Revenue for the Canadian Laboratory Supply Wholesaling industry is primarily
driven by nationwide research and development (R&D) expenditure and
industrial production in downstream markets.

Over the five years to 2022, R&D expenditure has increased. As a result, new laboratory, scientific and school supplies
products are continually being developed nationwide, augmented in part by private allocations of capital. Although the
business cycle and broader macroeconomic conditions are two of the main drivers affecting industrial production, the
variety of downstream industries that constitute the main consumers of the industry's products have remained fairly stable
over the five years to 2022, keeping the industry's level of revenue volatility low to moderate as a result, partially influenced
by the COVID-19 (coronavirus) pandemic. Despite the pandemic hindering the overall economy, industry operators grew
due to demand for products expanding sharply as this industry provides laboratory equipment and consumables to
research and safety markets. Furthermore, testing and treatment for coronavirus supported the industry's performance in
2020. However, sales to academic and government customers decreased due primarily to closure of academic labs during
the pandemic. Moving forward, the industry's level of revenue volatility is forecast to remain low as the Canadian economy
continues to improve and R&D expenditure continues to increase over the five years to 2027.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

Similar to most of the wholesaling sector, the Laboratory Supply Wholesaling
industry in Canada is subject to light regulation from government agencies.
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Industry operators must abide by the general regulations outlining consumer and environmental safety. Wholesalers must
also obtain permits and licences from the provinces they are operating in. Furthermore, scientific and medical wholesalers
in particular must sell laboratory equipment and supplies that have been approved by both private and governmental
regulatory agencies, including the Canadian Association for Laboratory Accreditation and Health Canada, among others. In
addition, provincial governments use their purchasing power to negotiate favourable prices with industry operators.
Nevertheless, since laboratory supply wholesalers are not directly targeted by any relevant legislation, the industry
continues to experience a low level of regulation overall. In response the COVID-19 (coronavirus) pandemic, demand for
research and development of the vaccine supported industry operators to supply laboratories with essential equipment.

Industry
Assistance

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

The Laboratory Supply Wholesaling industry in Canada receives a low level of
assistance from government agencies.

Although laboratory testing services receive government funding, enabling them to purchase industry products, these
subsidies and privileges are not directly given to industry operators. Rather, laboratory testing services comprise the vast
majority of the industry's downstream clients, rendering the aforementioned subsidies indirect means of industry assistance.
Growth in laboratory testing alongside research and development expenditure has served to bolster demand for industry
products over the past decade. While not direct, the influx of funding from provincial and federal governments for
diagnostics and research toward a vaccine for COVID-19 (coronavirus) has benefited the industry as well.

While the majority of industry products, such as laboratory glassware, do not incur a tariff, some items such as ceramic
ware for laboratory use incur tariffs of up to 4.5%. Tariffs benefit vertically integrated laboratory wholesalers that also
manufacture the equipment that they subsequently distribute. Conversely, tariffs negatively affect other wholesalers by
increasing the price of low-cost imports. However, industry players may also benefit from the indirect support and advocacy
that is typically provided by multiple trade associations, including the Independent Laboratory Distributors Association.
These groups promote the interests of industry operators through their lobbying efforts and through the provision of
educational resources for upstream suppliers and relevant downstream markets.

Economic response

Due to the 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 periods 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 who are on leave with pay.

With more than 90.0% of establishments employing fewer than 50 workers in 2022, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.

In addition, Western Economic Diversification Canada (WD) provides small businesses that were declined for CEBA
funding in British Columbia, Alberta, Saskatchewan or Manitoba in October 2020. This support provides up to $40,000 of
interest-free repayable contribution for businesses that are eligible through the Regional Relief and Recovery Fund (RRRF).
The Government of Canada announced that it will provide an additional $600.0 million to support workers and businesses
through the RRRF.

Furthermore, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), have 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 facing 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)

Research and
development

expenditure in
Canada ($b)

2013 2,416 515 553 510 3,726 N/A N/A 298 N/A 31.9
2014 2,631 565 555 502 3,845 N/A N/A 319 N/A 32.9
2015 3,083 636 549 488 4,652 N/A N/A 366 N/A 31.9
2016 3,204 609 549 480 4,640 N/A N/A 367 N/A 32.8
2017 3,150 657 542 473 4,792 N/A N/A 358 N/A 33.3
2018 3,583 646 576 502 5,376 N/A N/A 400 N/A 34.1
2019 3,656 656 567 493 5,748 N/A N/A 419 N/A 32.8
2020 3,731 727 550 478 5,862 N/A N/A 428 N/A 32.9
2021 3,921 750 560 486 6,144 N/A N/A 449 N/A 35.2
2022 4,072 780 569 493 6,393 N/A N/A 467 N/A 36.9
2023 4,156 813 576 498 6,548 N/A N/A 478 N/A 37.9
2024 4,225 838 582 503 6,693 N/A N/A 488 N/A 38.9
2025 4,298 863 590 510 6,847 N/A N/A 498 N/A 39.8
2026 4,373 889 595 514 6,980 N/A N/A 508 N/A 40.7
2027 4,452 915 602 520 7,110 N/A N/A 517 N/A 41.6

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Research and
development

expenditure in
Canada (%)

2013 0.54 1.33 -4.50 -6.25 1.33 N/A N/A -1.23 N/A -1.55
2014 8.89 9.56 0.36 -1.57 3.19 N/A N/A 7.03 N/A 3.13
2015 17.2 12.7 -1.09 -2.79 21.0 N/A N/A 14.5 N/A -3.04
2016 3.91 -4.20 0.00 -1.64 -0.26 N/A N/A 0.32 N/A 2.82
2017 -1.70 7.77 -1.28 -1.46 3.27 N/A N/A -2.38 N/A 1.52
2018 13.7 -1.68 6.27 6.13 12.2 N/A N/A 11.8 N/A 2.40
2019 2.06 1.62 -1.57 -1.80 6.91 N/A N/A 4.72 N/A -3.82
2020 2.03 10.8 -3.00 -3.05 1.98 N/A N/A 2.02 N/A 0.30
2021 5.09 3.13 1.81 1.67 4.81 N/A N/A 4.83 N/A 6.99
2022 3.84 4.06 1.60 1.44 4.05 N/A N/A 4.01 N/A 4.82
2023 2.07 4.24 1.23 1.01 2.42 N/A N/A 2.35 N/A 2.71
2024 1.64 2.96 1.04 1.00 2.21 N/A N/A 2.11 N/A 2.63
2025 1.73 3.04 1.37 1.39 2.30 N/A N/A 2.17 N/A 2.31
2026 1.75 2.98 0.84 0.78 1.94 N/A N/A 1.90 N/A 2.26
2027 1.79 2.89 1.17 1.16 1.86 N/A N/A 1.85 N/A 2.21

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 21.3 N/A N/A 648 12.4 6.74 80,086
2014 21.5 N/A N/A 684 12.1 6.93 83,069
2015 20.6 N/A N/A 663 11.9 8.47 78,611
2016 19.0 N/A N/A 690 11.5 8.45 79,073
2017 20.9 N/A N/A 657 11.4 8.84 74,750
2018 18.0 N/A N/A 666 11.2 9.33 74,479
2019 17.9 N/A N/A 636 11.5 10.1 72,947
2020 19.5 N/A N/A 636 11.5 10.7 72,979
2021 19.1 N/A N/A 638 11.4 11.0 72,998
2022 19.2 N/A N/A 637 11.5 11.2 72,970
2023 19.6 N/A N/A 635 11.5 11.4 72,923
2024 19.8 N/A N/A 631 11.5 11.5 72,852
2025 20.1 N/A N/A 628 11.6 11.6 72,762
2026 20.3 N/A N/A 627 11.6 11.7 72,736
2027 20.5 N/A N/A 626 11.6 11.8 72,729

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

Laboratory Products Association
http://www.lpanet.org

Independent Laboratory Distributors Association
http://www.ilda.org

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

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

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

MERGERS AND ACQUISITIONS (M&A)
The buying, selling and combining of companies.

RESEARCH AND DEVELOPMENT (R&D)
Creative work undertaken by a company to increase the stock of knowledge, which can then be applied to
developing a new product or improving an existing one.

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
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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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