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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Pharmacies and Drug Stores industry is expected to grow in 2021, mainly due to the
increased sales during the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance
chapter.

· Although industry revenue will likely increase, profit is expected to remain stagnant over the five years to 2021. For
more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets has increased over the five years to 2021 as operators were considered
essential businesses and were able to stay open during the peak of the coronavirus pandemic. For more detail,
please see the Major Markets chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Pharmacies and Drug Stores industry in Canada retails a range of prescription and over-the-counter

medications, health and beauty items, toiletries and consumable goods directly to consumers on a walk-in basis.
Industry operators may also provide basic health and photo-processing services. The industry includes retail stores
with a pharmacy, but excludes mail order and online retailers, hospitals and clinics.

Major Players Shoppers Drug Mart

McKesson Canada

Metro

Pharmasave Drugs National Ltd.

Main Activities The primary activities of this industry are:

Preparing and selling prescription and nonprescription drugs and medicines

Retailing basic consumable goods

Selling other miscellaneous items, such as candy, cosmetics, magazines and light refreshments

Advising customers on the use of both prescription and over-the-counter drugs

The major products and services in this industry are:

Prescription pharmaceuticals

Nonprescription pharmaceuticals

Eyewear and eye care

Other home health products

Personal and beauty products

Infant care products
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Supply Chain

SIMILAR INDUSTRIES

Brand-Name Pharmaceutical
Manufacturing in Canada

Generic Pharmaceutical
Manufacturing in Canada

Health Stores in Canada Primary Care Doctors in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Pharmacies & Drug Stores in the
US

Pharmacy & Drug Store
Franchises

Compounding Pharmacies Institutional Pharmacies

Pharmacies in Australia Pharmacies & Drugstores in
China

Dispensing Chemists in the UK Pharmaceutical, Cosmetic and
Toiletry Goods Retailing in New
Zealand

Dispensing Chemists in Ireland      
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Industry at a Glance
Key Statistics

$47.2bn
Revenue

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

$1.6bn
Profit

Annual Growth

2016–2021

1.1%

  Annual Growth

2016–2021

 

3.3%
Profit Margin

 

 

6,759
Businesses

Annual Growth

2016–2021

3.3%

Annual Growth

2021–2026

2.5%

Annual Growth

2016–2026

 

187k
Employment

Annual Growth

2016–2021

1.7%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

 

$6.7bn
Wages

Annual Growth

2016–2021

2.4%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.8%
Per capita disposable income

0.0%
Research and development
expenditure

0.4%
Total health expenditure

3.7%
Number of adults aged 65 and
older

N/A
External competition for the
Pharmacies and Drug Stores
industry

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Industry Globalization

Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

  Technology Change
Medium   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Competition

High / Increasing

 

Key Trends

 Several patent cliffs have further fuelled industry volume
growth

 An aging baby boomer population has driven demand for
prescriptions

 Many industry establishments have emphasized
convenience and services in response to growing
competition

 Industry profit is expected to remain stable due to the
various patent expirations

 Health expenditure is forecast to rise, which will likely bolster
government spending

 The expiration of brand-name patents will likely be the most
influential factor changing the industry's landscape

 Revenue is expected to increase in 2021 alone due to
growing demand for various medications
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  External competition for the Pharmacies and Drug
Stores industry

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Take two: Industry growth will likely continue as pharmaceuticals account
for a large share of health expenditures

Over the five years to 2021, the Pharmacies and Drug Stores industry in Canada has benefited from the fact that
pharmaceuticals currently comprise one of the largest health expenditure categories in Canada. Although increasing
pharmaceutical prices have bolstered industry revenue over the five years to 2021, many provincial drug programs
have restricted their prescription prices to cut healthcare costs to consumers, hurting industry operators in the
process. For example, many territories have required generic drugs to be marked down by a percentage of the
patent drug equivalent, limiting revenue growth and hindering more robust industry profit growth. British Columbia's
reference-based pricing model in particular, which includes generic substitution reimbursement rates within
particular product categories, has further constrained operators' ability to markup prescription prices for individuals
with public health insurance.

Nevertheless, many pharmacies and drug stores have been able to generate strong revenue from generic drugs
with increasing volumes due to their rising affordability. After several patent cliffs, during which operators grappled
with the loss of many brand-name drug patents and subsequently the inundation of generic substitutes, the high
volume of lower-margin generic drugs buoyed industry revenue, softening the blow. Moreover, many chain
pharmacies and drug stores have received various incentives from pharmaceutical manufacturers to stock their
drugs. Despite these potential growth inhibitors, the industry has grown overall, with revenue expected to rise at an
annualized rate of 1.1% to $47.2 billion over the five years to 2021. Revenue is expected to increase 2.8% in 2021
alone as a result of the COVID-19 (coronavirus) pandemic and growing demand for a myriad of different
medications. In addition, although profit has not experienced parallel growth similar to that of revenue during the
period, industry profit has stagnated over the five years to 2021.

Industry growth is expected to continue moving forward, with revenue forecast to grow an annualized 1.9% to $51.8
billion over the five years to 2026, as pharmaceuticals continue to account for a large share of health expenditures.
Furthermore, as research and development expenditure continues to rise, more pharmaceuticals will likely come
through manufacturers' drug pipelines, thus benefiting the industry.
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Industry Performance

Key External
Drivers

Total health expenditure

Demand for pharmaceutical products trends in line with total health expenditure, which includes public and private
spending on healthcare activities. Drug expenditure is the second-largest category of health spending in Canada. As
a result, an increase in drug spending stimulates demand for industry products. Total health expenditure is expected
to increase in 2021, representing a potential opportunity for the industry.

 

Per capita disposable income

The level of household income determines a consumer's ability to purchase industry products. While prescription
products typically have stable, need-based demand, many consumers curb their expenditures for cosmetics and
personal care items in line with low disposable income. Per capita disposable income is expected to decrease in
2021, posing a potential threat to the industry.

 

Number of adults aged 65 and older

Demand for pharmaceuticals increases in line with the aging population. As the population ages, the incidence of
health ailments such as chronic illness increases, which stimulates demand for pharmaceutical drugs. For example,
the use of cholesterol-lowering drugs is more prevalent among the older population. The number of adults aged 65
and older is expected to increase in 2021.

 

External competition for the Pharmacies and Drug Stores industry

The industry has experienced mounting external competition from supermarkets and mass merchants, which
typically offer low prices for industry products, in addition to providing the convenience of one-stop shopping.
Industry operators also compete with online retailers that offer industry products at a lower price. In response to
intensifying competition, many industry operators have diversified their product portfolio with private-label brands to
develop a loyal customer base. External competition for the Pharmacies and Drug Stores industry is expected to
decrease in 2021.

 

Research and development expenditure

As pharmaceutical manufacturers invest in research and development (R&D), they become more likely to enhance
their drug pipeline. As a result, pharmacies and drug stores will likely benefit from more prescription drugs reaching
their retail shelves, boosting prescription drug sale volumes. R&D expenditure is expected to increase in 2021.
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Current
Performance

Despite an effort to cut healthcare expenditure at the federal and
provincial levels, the Canadian Pharmacies and Drug Stores industry is
projected to thrive, chiefly due to a diversification of products and
services.

As many territories and provinces capped their reimbursement rates for generic drugs, pharmacies and drug stores
have struggled to increase their profit over the five years to 2021. As a result, industry profit, defined as earnings
before interest and taxes, has remained stagnant, accounting for 3.3% of revenue in 2021. However, profit
increased in 2020 due to the COVID-19 (coronavirus) pandemic, rising to 10.6% in 2020 alone.

While many retail stores across Canada have been designated as nonessential businesses and have been forced to
close to contain the spread of coronavirus, the industry's pharmacies have been permitted by the Canadian
government to remain open, with individuals and households engaging in bulk buying early during the pandemic.
This stocking up of basic household supplies and medicine during a period of social distancing is projected to boost
sales, resulting in industry revenue growing 2.8% in 2021 alone. Accordingly, industry revenue is expected to
increase at an annualized rate of 1.1% to $47.2 billion over the five years to 2021. Furthermore, several patent cliffs
have further fuelled industry volume growth over the past five years, as has growing health expenditure at both the
federal and provincial levels, thus underscoring strong industry revenue expansion.

INDUSTRY LANDSCAPE

According to data from the Organisation for Economic Co-operation and
Development (OECD), Canada possesses one of the highest levels of per
capita spending on prescription drugs among the OECD's member
nations.

While the industry has benefited from these high prescription drug expenditures as outlined by the OECD,
alternative streams of revenue have also provided new opportunities. For example, many pharmacies in Canada
have expanded their service offerings to include renewing long-term medications for patients, administering
injections such as flu vaccines, writing prescriptions for minor health ailments and viewing laboratory results. In
Alberta, pharmacists can prescribe and manage prescriptions for patients with chronic conditions such as diabetes,
which has generated industry revenue growth in addition to providing a convenient outlet for consumers.

Furthermore, an aging baby boomer population has also driven demand for prescriptions over the past five years.
According to IBISWorld estimates, the number of adults aged 65 and older in Canada is forecast to increase at an
annualized rate of 3.6% over the five years to 2021. As a result of this trend, the industry has benefited from growing
demand for prescriptions from the elderly population.



Pharmacies & Drug Stores in Canada September 2021

12 IBISWorld.com

Drug shortages have consistently posed an issue for both pharmacists and patients alike. According to a joint 2013
survey from the Canadian Pharmacists Association, the Canadian Medical Association and the Canadian Society of
Hospital Pharmacists, more than 90.0% of pharmacists reported drug shortages at least once within a one-year
period (latest data available). This pattern was being reconciled with March 2017 legislation, which calls for
mandatory public reporting of drug shortages and discontinuances, although it will likely take some time to fully
repair these issues. In addition, drug shortages have affected pharmacists' workloads due to the need to secure
drugs rather than focus on frontline care. Over the five years to 2021, many government institutions, industry
associations and manufacturers are expected to address the drug shortage to lower shortage-related healthcare
costs, such as poor patient health outcomes or hospitalization, which contribute to industry expansion.

COMPETITION INTENSIFIES

In response to growing competition from online pharmacies,
supermarkets and mass merchandisers, many pharmacies and drug
stores have emphasized convenience and services.

For example, having longer hours of operation, drive-thru pharmacy windows and value-added services such as
diabetes monitoring have enabled the industry to remain competitive. Nevertheless, the industry landscape is
changing, dominated by larger chains and broader networks of independent pharmacists. Consolidation has been
an increasingly popular trend for many operators that would benefit from economies of scale. For example, Metro
Inc. (Metro) purchased industry player Jean Coutu Group Inc. (Jean Coutu) in 2018, thereby consolidating Metro's
grocery operations with Jean Coutu's expansive Quebec pharmacy network. Indeed, two major players in this
industry have grocery chains as well, which is endemic to the modern industry landscape primarily characterized by
consolidated retail operations to address consumer needs.

Moreover, many provinces and territories have cut their generic drug reimbursement rates, curbing generic drug
manufacturers' rebates to pharmacies. This is a key method used by manufacturers to provide pharmacies with the
incentive to stock their drugs by lowering pharmacies' invoice prices. As pharmacies and drug stores have
contended with fewer rebates, which typically offset low public health insurance reimbursement rates, more chain
pharmacies have emerged to lower their operational costs through the resources of the parent corporations.

Nevertheless, many nonchain pharmacies and drug stores have entered the market to benefit from a market niche
of underserved areas, particularly various rural communities. Additionally, independent pharmacies have moved
toward providing supplementary services such as drug delivery and customer consultations. Ultimately, the number
of enterprises is expected to rise an annualized 3.3% to 6,759 companies over the five years to 2021 as more chain
and nonchain pharmacies enter the industry to cater to individuals that demand preventive care at local pharmacies.
Furthermore, industry employment is anticipated to increase an annualized 1.7% to 187,025 workers during the
same period, demonstrating the need to hire more employees to provide customer service for pharmacies' front-end
products. Meanwhile, wages are expected to grow at a fast rate, suggesting an increase in average salaries for
more skilled employees such as pharmacists and technicians.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

($b)
2012 35,084 6,056 9,646 4,912 134,564 N/A N/A 4,807 N/A 142
2013 36,141 6,661 10,893 5,617 155,875 N/A N/A 5,342 N/A 142
2014 37,090 6,554 11,089 5,772 149,881 N/A N/A 5,134 N/A 144
2015 39,282 7,204 11,616 6,093 164,503 N/A N/A 5,583 N/A 148
2016 44,786 7,762 11,851 5,748 171,934 N/A N/A 5,901 N/A 153
2017 45,631 8,038 12,086 5,875 180,320 N/A N/A 6,147 N/A 156
2018 45,340 8,254 13,049 6,393 182,349 N/A N/A 6,383 N/A 159
2019 45,167 8,025 12,965 6,354 173,877 N/A N/A 6,174 N/A 162
2020 45,929 8,337 13,435 6,569 182,057 N/A N/A 6,479 N/A 152
2021 47,205 8,730 13,832 6,759 187,025 N/A N/A 6,656 N/A 156
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Industry Outlook
Outlook Over the five years to 2026, many operators in the Canadian Pharmacies

and Drug Stores industry will likely exhibit growth as they expand the
scope of their preventive health services.

This expansion will likely include providing injections and vaccinations, prescribing medications for patients with
minor ailments and providing laboratory services. The trend of pharmacies and drug stores playing a larger role in
patients' preventive care will likely offset the damage done by legislation on the part of both provinces and territories
to cut reimbursement rates for generic drugs. Many private payers are expected to recognize the inherent value of
pharmacists in patients' medication management, which can lower private payers' costs from patients' health issues
due to prescription nonadherence. Thus, they will likely implement favourable pharmacy reimbursement rates in
response to the increased dependence on pharmacy care.

Industry revenue is forecast to grow an annualized 1.9% to $51.8 billion over the five years to 2026 as the
burgeoning elderly population increases demand for prescriptions to address their chronic illnesses. According to
IBISWorld estimates, the number of adults aged 65 and older in Canada is projected to increase an annualized
3.5% over the next five years, undergirding expansion for a crucial market segment. Further, industry profit is
expected to remain stable during the outlook period due to the various patent expirations that occurred over the five
years to 2021, which caused more brand-name drugs to lose their patent monopolies. While generic medications
are typically more expensive in Canada compared with other countries, they are still less expensive than brand-
name drugs, which will likely boost patients' medication adherence due to lower prescription costs. Lastly, the
COVID-19 (coronavirus) pandemic is not expected to affect the industry's performance in the long term, and may
even boost pharmaceutical sales due to increasing health consciousness across Canada.

INDUSTRY LANDSCAPE

Over the next five years, the Patented Medicine Prices Review Board
(PMPRB), which regulates the patent drug prices that manufacturers can
charge for selling prescriptions to pharmacies and drug stores, is
expected to play a large role in the industry's performance.

While the industry benefits from the PMPRB ensuring competitive market prescription prices with manufacturers, low
prescription prices may also hamper manufacturers' abilities to provide pharmacies with rebates or professional
allowances, thus limiting revenue growth. In response to fewer professional allowances, which are vital in offsetting
low reimbursement rates, many pharmacies and drug stores will likely move toward producing their own brand-name
version of generic drugs, such as former industry player Jean Coutu Group Inc. While the Supreme Court of Canada
prevented Ontario from providing pharmacy brand generic drugs in 2013, many other provinces and territories may
attempt to sell their own generic drugs, without third-party suppliers, by outsourcing manufacturing to
pharmaceutical companies.

Moreover, more provinces and territories may streamline their prescription drug coverage plans. While provincial
governments in Canada cover prescription costs for seniors and individuals on social assistance via their Medicare
program, many individuals incur their prescription costs out-of-pocket. However, many provinces and territories are
pressuring employer-mandated health insurers to provide healthcare coverage that will effectively supplement public
insurance. Thus, total health expenditure is forecast to rise an annualized 1.3% over the five years to 2026, which
will likely bolster government spending in pharmacies and hospitals alike.
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COMPETITION INTENSIFIES

The expiration of brand-name patents will likely be the most influential
factor changing the industry's landscape.

While many brand-name drugs' patent expirations are expected to adversely affect the industry, the inundation of
generic equivalents, which are more expensive in Canada, will likely buoy industry revenue growth. As more generic
drugs reach pharmacies' retail shelves, the industry is forecast to benefit from stronger patient compliance with
relatively low-cost medications compared with brand-name ones. In addition, in conjunction with the Canadian
government's efforts to lower healthcare costs, many pharmacies will likely offer greater accessibility to patients to
bolster their medication adherence, chronic illness management solutions and preventive care.

Over the five years to 2026, pharmacists will likely continue to expand their role within the Canadian healthcare
system. Traditionally viewed as the dispensers of medication, pharmacists are expected to experience a shift from a
dispensary role to a medication management role as treatment options become increasingly diverse. Depending on
the province, pharmacists will likely be able to provide independent prescription renewals, conduct medication
reviews and prescribe drug therapy. Consequently, industry employment is projected to increase at an annualized
rate of 2.1% to 207,101 workers over the five years to 2026. Despite the expected persistence of widespread
industry consolidation, more pharmacies and drug stores are expected to enter the market, with the number of
enterprises forecast to rise an annualized 2.5% to 7,659 operators over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

 ($b)
2021 47,205 8,730 13,832 6,759 187,025 N/A N/A 6,656 N/A 156
2022 48,352 8,835 14,235 6,953 192,073 N/A N/A 6,832 N/A 159
2023 49,270 9,014 14,597 7,126 196,119 N/A N/A 6,973 N/A 161
2024 50,121 9,180 14,965 7,310 199,900 N/A N/A 7,105 N/A 163
2025 50,971 9,345 15,347 7,501 203,564 N/A N/A 7,233 N/A 165
2026 51,818 9,503 15,666 7,659 207,101 N/A N/A 7,358 N/A 167
2027 52,653 9,667 16,025 7,837 211,100 N/A N/A 7,495 N/A 169



Pharmacies & Drug Stores in Canada September 2021

16 IBISWorld.com

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is growing at a slightly faster rate than the overall Canadian economy

Industry products have widespread market acceptance and have developed stable demand

The industry has experienced an influx of new companies

The Pharmacies and Drug Stores industry in Canada is currently in the mature stage of its economic life cycle,
characterized most prominently by steady growth and market acceptance. IBISWorld estimates that industry value
added (IVA), which measures an industry's contribution to the broader economy, will rise at an annualized rate of
2.0% over the 10 years to 2026. Comparatively, Canadian GDP is expected to grow at an annualized rate of 1.9%
during the same period. Often, IVA growth that is higher than that of GDP growth is endemic to growing industries.
However, the market acceptance and steady growth that characterize this industry demarcate a mature life cycle
stage, with recent patterns fuelling more robust growth compared with the industry's historical trends.

While many industry products are mature and have thus developed stable demand from consumers, the industry still
benefits from pharmaceutical innovations. Over the five years to 2021, research and development (R&D)
expenditure is expected to grow moderately, though this admittedly represents a low base compared with historical
funding, thus limiting industry operators' access to new drugs. Nonetheless, R&D expenditure is anticipated to
continue along its path of growth over the five years to 2026, providing increased opportunities for the industry in the
near future. Drug expenditures have remained the second-largest health expenditure in Canada for the past two
decades. In addition, the increased prevalence and treatment of certain diseases, as well as changes in treatment
guidelines, both add to increases in drug spending. The proliferation of biologic drugs, which are higher-margin
products, has further bolstered spending on both oncological drugs and immunosuppressant drugs, among others.

Additionally, the industry has experienced an influx of new companies, with the number of industry enterprises
projected to rise an annualized 2.9% over the 10 years to 2026 despite mounting competition internally among
industry operators, and externally between operators, online pharmacies, mail order pharmacies and supermarkets.
The sustainable growth of nonchain pharmacies is keeping larger retail chains from dominating the industry and thus
stalling industry consolidation to an extent, although major players are extremely influential up and down the supply
chain, as evidenced by McKesson Corporation's dominance across North America.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Hospitals in Canada

Healthcare and Social Assistance In Canada

Key Selling Industries
1st Tier

Pharmaceuticals & Pharmacy Supplies Wholesaling in
Canada

2nd Tier

Cosmetic & Beauty Product Manufacturing in Canada

Brand-Name Pharmaceutical Manufacturing in Canada

Generic Pharmaceutical Manufacturing in Canada

Sanitary Paper Product Manufacturing in Canada

Medical Device Manufacturing in Canada

Products & Services

  Establishments in the Canadian Pharmacies and Drug Stores industry
have benefited from pharmaceuticals comprising one of the fastest
growing components of healthcare spending.

Expenditure on pharmaceutical products accounts for a slightly lower share of total healthcare spending compared
with hospital expenditures, but still represents a combined 64.2% of industry revenue in 2021.

PRESCRIPTION AND NONPRESCRIPTION PHARMACEUTICALS

Prescription pharmaceuticals, which include both brand-name and
generic drugs, are expected to account for the largest share of industry
revenue, at an estimated 36.7% in 2021.

More consumers are choosing generic medicines over their brand-name counterparts due to significant price
disparities. Consequently, an increasing number of prescriptions in Canada in terms of volume are dispensed with
generic medicines due to higher consumer demand, though the higher price of name-brand drugs also keeps the
name brand segment significant.

Brand-name prescription drugs that have recently been developed have generally fared well, such as those that
treat hypertension, high cholesterol, ulcers, heartburn and depression. The entrance of brand-name biologic drugs,
particularly to treat rheumatoid arthritis and Crohn's disease, has also propped up consumer demand for this product
segment. Nevertheless, many branded prescription drugs will likely lose their patents over the five years to 2021,
thus causing this segment to contend with rising competition from generic prescription drugs.

As previously mentioned, generic prescription drugs are extremely popular. However, some provinces regulate the
prices of generic drugs to be a percentage of the brand-name equivalent for the drug to be reimbursed by the public
drug program. For example, many provinces and territories have policies that cap generic prices at 25.0% to 56.0%
of their brand-name prescription drug equivalents, and an announcement by the Canadian Generic Pharmaceutical
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Association made in 2018 slashed the prices of 70 of the most commonly prescribed generic drugs nationwide. This
trend slightly constrained further growth regarding this market segment, due to many pharmacies and drug stores
not being able to raise generic drug pricing. Despite this, high sales volumes ultimately mitigated the pricing
limitations of generic drugs. Over the five years to 2026, as many blockbuster drugs lose their patents, generic
prescription drugs are expected to account for a larger share of industry revenue, but their lower prices are expected
to decrease prescription drugs' share of revenue moving forward.

The market for over-the-counter (OTC) nonprescription drugs, by contrast, is estimated to increase over the next five
years. Popular OTC nonprescription products include sunscreens, aspirin, acetaminophen, ibuprofen, antibiotics and
other products. Consumers purchase OTC products to address various health ailments such as flu symptoms and
allergies without a doctor's prescription. In Canada, many OTC drugs are subject to regulation depending on the
OTC drug's schedule classification. For example, Schedule III drugs can only be sold to consumers by pharmacists,
which has aided in maintaining strong demand for this market segment due to consumers not being able to
purchase many OTC products at competitor markets such as supermarkets. In 2021, nonprescription
pharmaceuticals are estimated to account for 27.5% of industry revenue. Lastly, nonprescription drug revenue is
expected to increase in 2021 specifically as a result of the COVID-19 (coronavirus) pandemic, as many Canadian
individuals and households engaged in bulk buying patterns to stock up their arsenal of household supplies during
the beginning of the pandemic, with this buying trend tapering off as the pandemic has progressed.

OTHER HOME HEALTH PRODUCTS

Meanwhile, other home health products account for 3.3% of industry
revenue in 2021, with demand for vitamin, mineral and health
supplements, categorized as other home health products, will likely
remain steady during the period.

The market for these products is primarily composed of health-conscious Canadians. As health consciousness in
Canada increases, there are several other health substitutes such as homeopathic remedies and therapies that can
drive demand away from this industry market segment. While it may remain stagnant, IBISWorld does not expect
this segment's share of industry revenue to increase over the five years to 2026 without a major breakthrough.

PERSONAL AND BEAUTY PRODUCTS

Cosmetics and toiletries, categorized as personal and beauty products,
are projected to account for 25.7% of industry revenue in 2021.

Demand for this market segment has slightly decreased over the past five years due to consumers being more
reluctant in purchasing nondiscretionary beauty products as a result of uncertain economic conditions from the
coronavirus pandemic. However, as economic conditions begin to improve and operators begin to spend more on
marketing, pricing and promotional activities, demand for these products is expected to improve. Private-label
products in particular have generated much of this demand, largely due to many pharmacies and drug stores having
moved toward enhancing their product portfolios with private-label products to develop a loyal customer base.

OTHER MERCHANDISE

All other merchandise is expected to account for 6.8% of industry revenue
in 2021.

The general merchandise category includes confectionery goods, infant care products and eyewear and eye care
products. Over the next five years, other merchandise is expected to grow as a share of industry revenue as more
pharmacies and drug stores entice consumers by enhancing their front-end product offerings, particularly as pricing
caps and increasing generic drug penetration rates limit drug sales.

Demand
Determinants

Demand for products and services provided by the Canadian Pharmacies
and Drug Stores industry depends on several factors such as public and
private health expenditure, per capita disposable income and
demographic patterns.

Other demand determinants include research and development expenditure and external competition from
supermarkets and mass merchandisers.

Health expenditure measures public and private spending on healthcare activities. With the exception of hospital
spending, drug spending ranks highest among all health expenditures. When drug spending increases, demand for
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the industry rises in turn. Drug spending typically increases during times of national public health crises, as is the
case regarding the COVID-19 (coronavirus) pandemic. Moreover, drug spending has a direct correlation with age.
As consumers age, they generally require more medications for their ailments, such as hypertension and numerous
chronic illnesses, which require daily medication. The number of adults aged 65 and older in Canada has increased
at an annualized rate of 3.6% over the five years to 2021, boosting this demographic's spending on prescription and
nonprescription over-the-counter medications with an expectation of further growth in the future.

Per capita disposable income is another key driver that influences industry demand. While many provinces and
territories cover prescription costs for the elderly and individuals on social assistance, many individuals nevertheless
incur out-of-pocket costs for prescription drugs. Even with an increase in discretionary income, many individuals will
likely move toward generic drugs, rather than brand-name, to cut their healthcare costs, which benefits the industry
but not as dramatically as high-margin brand-name pharmaceuticals do. Further, higher disposable income fuels
consumer demand for other industry products, such as nonprescription drugs and general merchandise.

Ultimately, as with any healthcare industry, the evolving technological landscape and the consistent breakthroughs
in medical science have ushered in a new wave of products and services that have directly benefited operators in
the industry.

Major Markets

  Various trends dictate the primary markets for pharmaceutical products in
the Canadian Pharmacies and Drug Stores industry, which make up more
than one-third of revenue.

  Moreover, this delineation is much more robust than a typical retail breakdown by age or gender, which may not
reflect the nuances of pharmaceutical sales, placing a premium on nonhealthcare products sold at pharmacies and
drug stores.

In addition, as a result of COVID-19 (coronavirus) pandemic, overall demand from the industry's major markets has
increased as operators have able to stay open during the pandemic. Since pharmacies and drug stores were one of
the only types of retailers that were able to stay operational during the beginning the pandemic, operators endured a
slight increase in demand as people went to industry establishments for daily items in addition to medication.

PUBLIC HEALTH INSURANCE

The public sector in Canada is composed of provincial, territorial and
federal drug subsidy programs and social security funds such as workers'
compensation boards and Medicare.

This segment, which pays exclusively for prescribed drugs, generates an anticipated 44.3% of industry revenue in
2021. While provincial healthcare covers the prescription costs for individuals when the medications are
administered at the hospital, many Canadian provinces and territories have varying reimbursement rates for
prescriptions as a whole. Typically, individuals' deductibles and copayments vary on the basis of their income.

While public health insurance plans only cover an estimated one-third of total healthcare costs, this market segment
still accounts for the largest share of industry revenue. This trend can be attributed to this market segment providing
coverage to seniors, a demographic that is the most likely to require numerous prescriptions. Over the five years to
2021, this market segment is projected to increase as a share of industry revenue and will likely continue performing
similarly over the five years to 2026, as seniors represent the fastest growing segment of the Canadian population.
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THE PRIVATE SECTOR

The private sector accounts for the second-largest share of industry
revenue, comprising an estimated 36.5% of revenue in 2021.

The private sector includes private insurers, particularly employer-mandated health insurance coverage and out-of-
pocket expenditures. While most Canadians have private insurance to cover their prescription costs, within the
industry, this market segment does not compare with the public sector. This observed discrepancy can be attributed
to working individuals not requiring as many prescriptions as the elderly. As a result, this segment's share of
revenue has slightly decreased over the five years to 2021.

Many private insurers vary on their coverage, deductibles and copayments. However, prescription costs are typically
incurred by patients' out-of-pocket expenditures or are supplemented with private health insurance providers. Over
the five years to 2026, private health insurance providers are expected to account for a larger share of industry
revenue, as many provinces and territories mandate that private health insurance providers expand their coverage
to match that offered by public health insurance.

OUT-OF-POCKET EXPENDITURES

Meanwhile, patients' out-of-pocket expenditures are expected to account
for 19.2% of industry revenue in 2021, representing a slight decrease
compared with the start of the five-year period.

This trend can be attributed to rising prescription drug use, the entrance of new drugs, rising generic drug purchases
and an aging population, according to Statistics Canada.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The service-based nature of the Canadian Pharmacies and Drug Stores industry limits the opportunity for
international trade; consequently, the industry does not engage in it. However, although trade does not apply to this
industry in the traditional sense, its operators nevertheless display a degree of globalization via the ownership of
foreign holdings and foreign corporations penetrating the domestic market. Still, international trade is accounted for
at the manufacturing level, which is substantially more globalized with the entire pharmaceutical supply chain spread
out across the world. For more information, refer to the IBISWorld reports 32541aCA and 32541bCA.
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Business
Locations

  Establishments in the Canadian Pharmacies and Drug Stores industry are essentially spread out according to population density,
since households are the primary end users of industry products and services. As most of the population lives in the southern part
of Canada, which is also home to 17 of the largest Canadian cities, this area holds a significant share of the industry's activity. In
particular, Ontario and Quebec, which are home to a combined 61.3% of the population in 2021, also account for most industry
establishments, according to the latest data available from Statistics Canada. Ontario and Quebec are home to 46.5% and 17.8%
of industry establishments, respectively, in 2021. Additionally, many pharmacies and drug stores choose to set up shop in areas
with high foot traffic, as these are prime locations for industry operations. Typically, these are near shopping centres and in
metropolitan areas. In addition, by establishing a presence in areas with a large share of the elderly population, that typically
require multiple prescription drugs to address geriatric ailments, operators are able to sustain a stable base of customers. Apart
from Quebec and Ontario, Alberta and British Columbia are home to the third- and fourth-largest shares of industry activity,
representing 12.4% and 11.0% of industry establishments, respectively, in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Pharmacies and Drug Stores industry in Canada exhibits a moderate level of market share concentration, with
the top four companies expected to generate 62.9% of revenue in 2021. Over the five years to 2021, the industry's
market share concentration has slightly fluctuated as companies have sought to increase market share. For
example, Shoppers Drug Mart Corporation has focused on enhancing its patient counselling and its health and
wellness services, whereas Jean Coutu Group Inc., acquired by Metro Inc. in 2018, has secured low-cost generic
drugs by purchasing the drug manufacturer Pro Doc Ltee, which has led the industry to become more concentrated.
Overall, there are many benefits inherent to being part of a large franchise, and thus, several operators have shifted
operations for the relative stability they provide. In Canada, the culture of the industry is to maintain autonomous,
independent pharmacies. Therefore, the trend toward franchising has been characterized by this independence
while simultaneously relying on a distribution and support network.

Key Success
Factors

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

Ability to control stock on hand:
Stock controls must be used to manage ideal inventory levels. Inventory management can help retailers track the
items customers are demanding and ensure these goods are available for purchase.

Superior financial management and debt management:
Strong financial management in any retail store can be a sign of a company's health. Understanding and monitoring
cash flow can enable a business owner to anticipate future needs and evaluate growth options.

Proximity to key markets:
Pharmacies and drug stores should be located close to consumers and to other stores or service providers to
increase foot traffic.

Experienced work force:
Successful operators must have employees with the accreditation to give medication advice to consumers. A
knowledgeable front-end staff is also essential to providing efficient transactions and consumer product advice.

Being part of a franchising chain:
The industry is undergoing a transformation based on drug reimbursement rates from manufacturers and the
government. Major players benefit from economies of scale that can offset higher input prices. Thus, being part of a
chain is highly advantageous.
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Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to account for 3.3% of industry revenue in 2021, remaining
stagnant over the five years to 2021. Ongoing patent cliffs, or brand-
name drugs' loss of patent protection, have become increasingly
common in recent years, and have lowered some historically high
purchase costs for industry operators as a result. This has ultimately
enabled operators to experience a slight increase regarding industry
profit despite an increase in purchase costs overall. However, at the
same time, operators have also experienced increases in other areas
that were not adequately offset by the aforementioned patent cliffs,
tempering industry profit growth overall and hindering a robust increase
in the industry's average profit margin. Nevertheless, patent cliffs will
likely continue to represent an area for growth should operators
continue to adequately take advantage of them moving forward.

For example, the prices of nonpatented drugs, such as generic drugs,
are not regulated by the Patented Medicine Prices Review Board
(PMPRB), which enables industry operators to markup prescription
drug pricing, thus bolstering profit in turn. As more consumers continue
to opt for the purchase of generic drugs to save money, this segment
will likely gain more salience over the five years to 2026. Moreover,
profit slightly increased in 2020 due to the ongoing COVID-19
(coronavirus) pandemic, as many individuals and households engaged
in bulk purchasing methods during the beginning of the pandemic for
the purpose of stocking up on various household necessities and over-
the-counter medical supplies such as cough syrup and acetaminophen.
Moreover, pharmacies have remained open as an essential business
throughout the duration of the pandemic, further supporting industry
sales and causing profit to rise 10.6% in 2020.
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  Wages

Wage costs are estimated to comprise 14.1% of revenue in 2021. Over
the five years to 2021, labour costs have increased as many industry-
relevant pharmacies and drug stores have raised wages as a way of
attracting pharmacists due to the moderate shortage of pharmacists
that is occurring at present, according to the Government of Canada.
Further, in addition to the industry's hiring of specialized pharmacists,
the industry's workforce also encompasses pharmacy technicians and
part-time pharmacy assistants, which add to wage costs in addition to
those already given to highly paid pharmacists.

 

  Purchases

As a retail industry, purchases are often representative of a significant
chunk of revenue, as inventory must continue to be stocked to ensure
optimal sales potential. Purchase costs are anticipated to make up
68.6% of revenue in 2021, down slightly from 68.9% in 2016. Many
pharmacies and drug stores have moved toward the implementation of
data integration systems, adding to purchase costs. During the period,
as more large operators have implemented retail pharmacy operations,
drug stores have increasingly relied on front-end goods. However, as
operators begin to sell more products online, purchase costs have
endured a slight decrease as some establishments are able to
decrease the amount of inventory they have on stock.

In addition, over the five years to 2026, many operators will likely have
the leverage necessary to secure low-cost products with suppliers.
Further adding to this trend, many key operators are expected to invest
in supply side manufacturing facilities to vertically integrate, such as
including generic drug manufacturing in their operations such as
industry player Jean Coutu Group Inc., which was acquired by Metro
Inc. in 2018, consequently enabling industry operators to secure low-
cost generic drugs and decreasing industry purchase costs in
aggregate.

 

  Marketing

Marketing expenses, which include direct advertising, TV, radio, events
and promotional items, are projected to consume 0.7% of revenue in
2021.
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  Depreciation

Depreciation expenses are expected to invariably fluctuate among
operators depending on the size of their operations, their technological
profile and product portfolio, among other factors. In 2021, depreciation
is expected to comprise 0.8% of industry revenue, remaining
unchanged during the period.

 

  Rent

Similar to depreciation, rent represents a cost that fluctuates among
operators depending on the size of their operations. In 2021, rent costs
are anticipated to account for 3.5% of industry revenue.

 

  Utilities

Utilities typically represent a negligible share of revenue for the average
industry operator. In 2021, utilities are expected to comprise 0.6% of
industry revenue, remaining unchanged during the period.

 

  Other Costs

Other costs inherent to the industry include administrative and legal
fees, among others. In 2021, other costs are projected to account for
8.3% of industry revenue.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

The Pharmacies and Drug Stores industry in Canada is highly
competitive.

Operators compete with one another based on a myriad of factors including price, quality and product diversity.
While many products sold by industry stores, such as bandages or toilet paper, are homogenous, thus intensifying
price-based competition, many industry operators have moved toward diversifying their product portfolio to include
value-added services such as patient counselling and advice for patient medications and disease management. As
a result, many key industry players that have chosen not to offer such services have attracted consumers by
differentiating their product portfolio, such as adding more front-end store products. Larger players are also able to
secure low-cost, supply side contracts through economies of scale, enabling them to pass on these lowered
purchase costs for prescriptions and front-end products to consumers in the form of lower final product prices.

Many established pharmacies and drug stores also have the benefit of experiencing strong brand recognition, which
then forces small, independently operated players to grapple with the obstacle of developing a strong customer base
within their community. Additionally, the shortage of pharmacists in Canada has become another basis of
competition, with many large pharmacies and drug stores needing to raise their wages to increase employment.
Plus, consumers are increasingly demanding personalized services. As a result, any operators that can offer health
and wellness consultations, for example, will likely remain competitive in this evolving industry. Establishing store
locations in proximity to high foot traffic areas, such as shopping centres, and having long hours of operation
enables industry players to be competitive as well.

EXTERNAL COMPETITION

The industry experiences additional competition from external
competitors, including supermarkets and mass merchandisers.

These competitors offer low prices along with the convenience of one-stop shopping for most of the products that
pharmacies offer, including toiletries, paper goods and snacks. In addition, online retailers, or e-tailers, have lower
overhead costs compared with brick-and-mortar retailers, which enables them to benefit from cost savings that they
can pass on to the customer in the form of lower prices for similar products. The only area of the industry's
operations that remains relatively protected is prescription medication sales, which primarily relies on the labour of
pharmacists in specialized settings such as pharmacies and drug stores.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Pharmacies and Drug Stores industry in Canada is
characterized by moderate barriers to entry, which include
capital requirements and access to a skilled labour force.
More specifically, many pharmacies and drug stores have
moved toward investing in technology, such as software
that enables pharmacists to access patients' medical
records electronically, which has posed as a barrier to
entry for potential industry entrants that lack upfront
investment capital. Moreover, investing in technology
enables pharmacies to ensure greater patient access to
their prescriptions online and a more efficient dispensing
process, which entrenches the dominance of those
operators that can more easily afford these upgrades,
thereby limiting industry participation to an extent.

Potential entrants must be able to competitively price their
products to succeed in the industry, a process that
typically requires larger facilities and broader networks
that enable them to achieve economies of scale. Given
the homogeneity of many industry products, price acts as
a key differentiating factor among operators, encouraging
major operators to produce their own brand of generic
products such as toiletries and first aid products.
However, achieving economies of scale requires
significant capital outlay and large-scale operations to
leverage low-cost supply side costs, which may be a
substantial obstacle to industry participation. Additionally,
many key players have differentiated their product
portfolio, thus posing as a potential barrier for new
entrants. For example, industry major player Shoppers
Drug Mart Corporation has implemented patient
counselling initiatives and advice for patient medications
and disease management, further enticing consumers
through the provision of these value-added services.
Comparatively, Jean Coutu Group Inc., which was
acquired by Metro Inc. in 2018, is vertically integrated,
thus including manufacturing operations of generic drugs,
which provides a stable supply of low-cost generic drugs
and intensifies competition for potential entrants.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Pharmacies and Drug Stores industry in Canada exhibits a low level of globalization, as most industry operators
are based in Canada and also primarily operate in Canada as a result. However, some of the companies in this
industry, such as McKesson Corporation, operate internationally, and the broader pharmacy supply chain is much
more global in its scope. Despite the continuation of merger and acquisition activity industry-wide, which should in
theory facilitate the penetration of various international businesses into the domestic market, the COVID-19
(coronavirus) pandemic is projected to decrease the industry's level of globalization. This is because supply chains
have not only been widely disrupted due to the pandemic's global nature, but companies have also held back on
international expansion opportunities as a result.
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Major Companies

Major Players Shoppers Drug Mart Corporation

Market Share: 32.0%

  Founded in 1962, Shoppers Drug Mart Corporation (Shoppers Drug Mart) is a drug store retailer that operates under
the Shoppers Drug Mart and Pharmaprix banners. The Toronto-based company employs more than 12,000 people
in more than 1,300 stores across Canada, making it the largest pharmacy retailer in terms of locations and revenue.
Moreover, according to Shoppers Drug Mart's annual report prior to its 2014 acquisition by Loblaw Companies
Limited (Loblaw), the company was Canada's largest provider of pharmacy products and services, with Shoppers
Drug Mart retail locations selling front-store merchandise such as over-the-counter medication; health and beauty
products; cosmetics; fragrances; household products; and seasonal items, which includes its line of generic
products offered under the Shoppers' Life brand. Additionally, the company offers value-added services to
customers through its HealthWatch Program, which provides patient counselling in addition to advice for patient
medications and disease management. The company's Shoppers Optimum program, which comprises one of the
largest retail loyalty card programs in Canada, also entices a strong and loyal consumer base due to its provision of
in-store rewards.

Shoppers Drug Mart licenses or owns more than 50 medical clinic pharmacies under the names Shoppers Simply
Pharmacy and Wellwise by Shoppers, six luxury beauty retail stores under the Murale name and more than 60 retail
stores that sell assisted-living devices under Shoppers Home Health Care. Most recently, Shoppers Drug Mart also
launched an online retail portal through which licensed medical marijuana patients may make purchases of medical
cannabis products.

Financial performance

In 2014, prior to current period, Shoppers Drug Mart was acquired for $12.4 billion by Loblaw. Nevertheless, upon
acquiring the company, Loblaw had to sell 10 Shoppers Drug Mart stores, specifically in locations where there was
already a concentrated number of locations. This, however, occurred in accordance with the Competition Bureau's
guidelines for the acquisition. More specifically, Loblaw sold seven of the 10 locations to independent pharmacists
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that operate under the McKesson Canada brand.

Shoppers Drug Mart has also expanded through acquisitions and synergies with Loblaw. In 2013, also prior to the
current period, Shoppers Drug Mart acquired 10 drugstores, including one long-term care pharmacy. In 2017,
Loblaw then merged Shoppers Drug Mart's loyalty program with Loblaw's supermarkets reward program to further
increase sales across its entire retail segment, in which Shoppers Drug Mart represents the company's primary
presence in the industry. Over the five years to 2026, the company plans to enhance its number of large-format
stores to offer more front-store products, in addition to more on-site health services. Thus, Shoppers Drug Mart's
industry-relevant revenue is expected to increase an annualized 3.4% to $15.1 billion over the five years to 2021,
with the company's industry-relevant operating profit, defined as earnings before interest and taxes, expected to
increase an annualized 11.2% to $2.5 billion during the same period. Lastly, industry-relevant revenue increased
9.7% in 2020 alone despite the COVID-19 (coronavirus) pandemic. The company's stores have been designated an
essential business, and therefore, have been permitted to remain open due to their provision of pharmaceutical
products to Canadian consumers across all provinces.

 
Shoppers Drug Mart Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 12,784.7 N/C 1,489.7 N/C
2017 12,840.3 0.4 1,361.7 -8.6
2018 12,869.6 0.2 1,364.4 0.2
2019 13,240.0 2.9 1,899.7 39.2
2020 14,529.1 9.7 2,297.6 20.9
2021 15,103.8 4.0 2,532.9 10.2

Source: Annual Report and IBISWorld
Note: *Estimates

McKesson Canada

Market Share: 15.9%

  Founded in 1833, McKesson Corporation (McKesson), which is a network of healthcare providers, manufacturers,
pharmacies and health systems, delivers pharmaceuticals, medical supplies and information technologies to the
healthcare sector. The company, which employs 76,000 individuals in 2020, is dominant in the healthcare sector
across North America, with more than 75.0% of US hospitals with more than 200 beds being clients of the company
(latest data available). While primarily a distribution and business solutions company, McKesson operates more than
5,000 independent pharmacies, linked through its Health Mart franchise network, while providing banner services to
more than 2,500 independent pharmacies across Canada through its McKesson Canada subsidiary. However, these
banner services are not considered relevant to the industry since these pharmacies are still independently owned or
operate under a broader umbrella and source their products from McKesson. In fiscal 2020 (year-end March),
McKesson generated $319.1 billion in total revenue (latest data available).

While distributing medications and equipment, in addition to providing logistics and other services are excluded from
industry-relevant revenue, McKesson has bolstered its pharmaceutical distribution sales in line with offering
additional value-added services. In December 2016, McKesson acquired an extensive network of Rexall Health
stores from Katz Group Inc. for $2.9 billion, adding almost 500 pharmacies to its already-established position within
the industry. McKesson operates under its franchise, Health Mart, in addition to operations under several other
pharmacy banners including Guardian, the Medicine Shoppe, Remedy Rx, Rexall and Proxim. This acquisition
comprises most of its retail presence while the remaining pharmacy influence is through its banner services network.

Financial performance

McKesson Canada's industry-relevant revenue is expected to grow at an annualized rate of 1.2% to $7.5 billion over
the five years to fiscal 2021. Overall, the company has exhibited growth due to increasing drug utilization rates,
rising prices and aggressive consolidation strategies, undergoing a period of robust merger and acquisition activity,
effectively driving sales increases and dominance in the marketplace. Moreover, McKesson Canada's industry-
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relevant operating profit has declined over the past five years as a result of goodwill and long-lived asset impairment
charges. The company's operating profit, measured as earnings before interest and taxes, is expected to decrease
an annualized 45.3% to $128.7 million over the five years to fiscal 2021.

 
McKesson Canada (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 7,087.0 N/C 2,620.9 N/C
2017-18 6,663.2 -6.0 -60.2 N/C
2018-19 6,476.7 -2.8 218.2 N/C
2019-20 6,724.9 3.8 -333.0 N/C
2020-21 7,854.5 16.8 131.9 N/C
2021-22 7,520.5 -4.3 128.7 -2.4

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

Metro Inc.

Market Share: 9.2%

  Metro Inc. (Metro) is a Canadian grocery store operator based in Montreal. Founded in 1947, the company operates
in the Canadian Pharmacies and Drug Stores industry through its 2018 acquisition of previous industry leader Jean
Coutu Group Inc. (Jean Coutu), which supplemented Metro's pharmacy holdings of more than 250 pharmacies
under the Clini-Plus, Brunet, the Pharmacy and Drug Basics banners.

Established in 1969 and headquartered in Varennes, QC, Jean Coutu was a leading pharmacy chain that employed
more than 20,000 workers at the time of its acquisition. The company operates in two segments, which include
generic drugs manufacturing and franchising, thus controlling more than 400 franchise pharmacies and drug stores
across Eastern Canada. These include locations in Quebec, New Brunswick and Ontario, with Jean Coutu's retail
locations operating under the names PJC Jean Coutu, PJC Clinique, PJC Sante and PJC Sante Beaute. Combined
with Metro's prior holdings, the company now operates 648 retail locations nationwide.

Financial performance

Metro's industry-relevant revenue is expected to increase at an annualized rate of 8.0% to $4.4 billion over the five
years to fiscal 2021 (year-end September). Further, the company's industry-relevant operating profit, defined as
earnings before interest and taxes, is also expected to increase, rising at an annualized rate of 14.0% to $462.2
million during the same period. Over the past five years, the company has increased sales mainly due to the
expansion of its existing stores and the crucial 2018 acquisition of Jean Coutu, which resulted in a revenue increase
of 16.6% in fiscal 2019. Additionally, the company's operating profit increased 30.7% the same year, also a result of
the acquisition.

In fiscal 2020, the company's revenue is projected to increase 7.3% despite the COVID-19 (coronavirus) pandemic,
as the company's stores have been designated as an essential business. As a result, Metro's stores have been
permitted to remain open as many other nonessential businesses have been forced to close. This is primarily due to
the essential status of prescriptions in maintaining and sustaining the health of Canadian consumers, with the
benefits accrued through the company's economies of scale, similar to industry player Shoppers Drug Mart
Corporation, further supporting revenue and profit growth amid a markedly challenging economic climate.
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Metro Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015-16 2,975.7 N/C 240.5 N/C
2016-17 3,065.8 3.0 249.6 3.8
2017-18 3,347.0 9.2 261.1 4.6
2018-19 3,901.7 16.6 341.3 30.7
2019-20 4,188.0 7.3 434.8 27.4
2020-21 4,364.3 4.2 462.2 6.3

Source: Annual Report and IBISWorld
Note: *Estimates **Year-end September

Pharmasave

Market Share: 5.8%

  Pharmasave was established in 1981 and is based in Langley, BC. Pharmasave was created through the merger of
two BC-based pharmacy chains, United Pharmacy and Western Drug Mart, and has grown to encapsulate more
than 800 stores across 10 provinces. Crucially, Pharmasave is a network of independent pharmacies that also has a
line of generic products under its Pharmasave brand, including over-the-counter medications, comestibles, toiletries,
coffee and other consumer healthcare goods.

Outside of service-based growth through a community business model, Pharmasave has expanded in recent years
due to its evolving business outlooks. The most recent example of this is the agreement Pharmasave has entered
into with CanniMed Therapeutics Inc. and Aurora Cannabis Inc. to supply medical marijuana through Pharmasave's
retail operations. By focusing on dynamic consumer preferences, Pharmasave has become a major player in the
domestic market.

Financial performance

Pharmasave's industry-relevant revenue is projected to increase at an annualized rate of 3.2% to $2.7 billion over
the five years to 2021. The company's industry-relevant operating profit, defined as earnings before interest and
taxes, is also projected to rise, increasing at an annualized rate of 3.0% to $90.7 million during the same period.
Although the company is private and therefore does not disclose its financial information, IBISWorld estimates that
the company has grown alongside broader industry trends. Some of this expansion can be attributed to the
company's mantra of being Canada's community pharmacy, independent of major chains and other broader retail
networks that have come to dominate the pharmacy and drug store landscape domestically.

Despite the COVID-19 (coronavirus) pandemic, Pharmasave's industry-relevant revenue is still projected to increase
over the five years to 2021. This is mainly due to the necessity of prescription medications for Canadian consumers
and the essential designation of the industry's stores. This essential status has permitted Pharmasave locations to
remain open, as other businesses designated as being nonessential have been required to shutter their storefronts
in an effort to curb transmission of the coronavirus.

 
Pharmasave (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,335.0 N/C 78.3 N/C
2017 2,662.3 14.0 84.4 7.8
2018 2,712.5 1.9 87.4 3.6
2019 2,695.2 -0.6 89.8 2.7
2020 2,684.9 -0.4 87.3 -2.8
2021 2,730.2 1.7 90.7 3.9

Source: IBISWorld
Note: *Estimates
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Other Companies The Pharmacies and Drug Stores industry in Canada is dominated by numerous independent pharmacies that have
some connection to broader and more established retail networks, chiefly through McKesson Canada. Indeed, while
independent drug stores can establish operations with the requisite staff and compliance measures in place, many
lack a viable and substantial supply chain network that is capable of existing beyond the grasp of major healthcare
distributors such as McKesson Canada. For example, and while this does not capture the entirety of McKesson
Canada's hold on the retail pharmacy sector domestically, the company has direct ties to more than 2,500
independent pharmacies through its banner services, which accounts for over one-sixth of total industry
establishments. Accordingly, many of the industry's operators are forced to rely on larger distributors such as
McKesson to maintain their competitiveness, which simultaneously increases the dominance of these distributors
while decreasing the diversity of independent operations that exist outside of this framework. Thus, while some
larger companies do exist, they are largely networks of independent pharmacies that form a stronghold against the
hegemonic power of these wider supply chain dynamics through smaller, yet tangible economies of scale.

Familiprix Inc.

  Market Share: 3.2%
  Founded in 1977 by a pharmaceutical wholesaler, Familiprix Inc. (Familiprix) originally operated under the Medico-

Prix banner in eastern Quebec. The Familiprix brand was then acquired through the acquisition of Montreal
wholesaler Distribution Pharmacies Universelles Inc., which operated a network of retail pharmacies. Familiprix
divorced itself from its distribution parent company in 1986 and became an independent company owned by its
member pharmacists, now boasting a total of more than 400 retail locations across Canada. The company has
expanded due to its adherence to service-based operations, with the Familiprix health pilot project in particular
dedicated to advice, consultation, on-site care and education, as evidenced by the 2016 launch of Familiprix's My
Diabetes app. While Familiprix does not disclose its financial information as a private company, IBISWorld expects
the company to generate an estimated $1.5 billion in industry-relevant revenue in 2021, reflecting a 3.2% market
share.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Pharmacies and Drug Stores industry in Canada
exhibits a low level of capital intensity. In 2021, operators in
the industry are estimated to spent $0.06 on capital costs
for every $1.00 spent on labour. Labour costs are projected
to comprise 14.1% of industry revenue in 2021, up from
13.2% in 2016, thus keeping capital intensity increases at
bay. Moreover, many pharmacies and drug stores have
required on-call technicians and employees to provide
customer service, dispense medications and provide value-
added services such as health and wellness counselling,
contributing to wages' relatively high share of industry
revenue compared with the broader retail sector. Despite
this trend, many pharmacies and drug stores have
mitigated the effects of higher wages by hiring more part-
time and contract labour.

Comparatively, the industry's capital expenditures have
increased in absolute terms over the five years to 2021,
though at a slower rate compared with wages, thus
keeping them in check relative to labour. While capital
outlay to remodel and build new stores partly drove these
expenditures, capital costs increased in line with more
pharmacies and drug stores implementing new
technologies, including software and hardware. For
example, many operators have purchased technology that
enables them to access patients' medical records
electronically, to secure patient privacy through encryption
and streamline the dispensing process, which added to
capital costs significantly.

Nonetheless, depreciation expenses, a proxy for capital
costs, have not kept pace with revenue expansion, thereby
contributing to low levels of capital intensity despite the
expansionary strategies employed by retailers. Further,
some industry consolidation and closures deemed
necessary by the Competition Bureau due to mergers and
acquisitions, such as the requisite closing of several
Shoppers Drug Mart stores after Loblaw Companies
Limited acquired the chain, have restricted more capital
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outlays, also contributing to a low level of capital intensity
during the period.

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.

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

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

Low Market
Concentration

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

  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 is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

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

The biggest disruptive force that affects the Canadian Pharmacies and Drug
Stores industry has been a result of technological advances in competing
industries and the overall growing popularity of drug delivery services.

Although mail-order pharmaceuticals are not a new trend, various websites and smartphone applications in the emerging
field of telehealth have recently entered the market, officially threatening brick-and-mortar pharmacies such as the ones
that comprise this industry. Most notably, pharmaceutical delivery apps have disrupted the industry by offering on-demand
drug delivery, a service that mail-order pharmaceutical companies have not offered to this extent in the past. Consequently,
consumers of the industry's products no longer need to visit a physical location to fill their prescriptions. This has posed a
threat to many companies in the industry, and is expected to continue doing so over the five years to 2026 in light of the
COVID-19 (coronavirus) pandemic. As individuals become more wary of visiting the industry's pharmacies and potentially
exposing themselves to the virus through close physical contact with other individuals, consumers may increasingly opt to
have their prescriptions delivered through one of these more remote methods.
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The level of technology change is    Medium

  The Pharmacies and Drug Stores industry in Canada experiences a moderate
level of technological change.

Technological advancements within the retail sector more broadly have affected the industry, but most developments have
not been specific to the industry itself. Notable changes include the introduction of electronic data interchange (EDI) and the
ongoing shift to internet sales. EDI is the electronic exchange of information, used among stores within the industry and
among operators in different stages of the supply chain. This technology has improved efficiency for retailers and caused a
decline in the need for human labour. E-commerce in particular has helped propel the industry into the digital age, selling
medications, toiletries and beauty products online to meet shifting consumer preferences.

Industry-specific technological developments include being able to place prescription refill requests electronically. For
example, Rexall Pharmacy Group Ltd., a leading pharmacy chain in Canada, offers consumers the Rexall app for
smartphones and mobile devices, which enables its users to view and manage their medication records, refill and transfer
prescriptions, find a location or medical clinic near them and view weekly sales. Technologies such as MyMedRec also
facilitate the digital access of patients and caregivers to a patient's medication and immunization records. Moreover, these
mobile phone apps can provide consumers with refill and dose reminders and contact information for prescribers and
pharmacies. Since the shift to digital operations began, many other pharmacies have chosen to follow suit, furthering the
seamless transition to handheld devices as a convenient medium to purchase necessary medical treatments. Other
advancements include pharmacy support software that enables pharmacists to update user records with any relevant
information, permitting all pharmacists within a store to access this information to better serve consumers.

Lastly, industry operators offer services that are unrelated to healthcare. For example, many drug stores have a
photography division, where customers can have photos printed. Within this segment, technological developments include
the ability to have photos printed directly from mobile devices or online with an in-store pickup option. Ultimately, these
ancillary developments are contingent upon the technological changes in upstream manufacturing industries for
refrigeration, printing, photography and diagnostic machines, among others.

Revenue
Volatility

The level of volatility is    Medium

  The Pharmacies and Drug Stores industry in Canada exhibits a moderate level
of revenue volatility.

Prescriptions are considered a vital medical expenditure for an individual or a household. As a result, they are able to
maintain stable levels of consumer demand despite fluctuations in discretionary income. Nevertheless, even as per capita
disposable income increases, more consumers will likely purchase generic drugs as opposed to brand-name products to
ultimately cut down on their out-of-pocket healthcare costs. This was especially prevalent in 2020 due to the COVID-19
(coronavirus) pandemic, which resulted in decreased consumer spending and widespread unemployment across Canada.
To this end, consumers wanting to save on every aspect of their household expenditures will likely keep this in mind when
purchasing prescription medication, thus further increasing consumer preference for generic drugs amid a more stringent
economic climate in Canada.
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The industry is also exposed to seasonal fluctuations in line with the timing and severity of the cold and flu season, which
drives over-the-counter drug sales and yearly influenza shots. Over the five years to 2021, industry revenue has fluctuated
an average of 3.6% year-over-year, with the industry's level of revenue volatility expected to remain similarly stable over the
five years to 2026.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Pharmacies and Drug Stores industry in Canada is highly regulated,
although regulations vary on a provincial level rather than being consolidated
under federal legislation.

Although much of the product regulation is accounted for at the manufacturing level, pharmacy and drug store operators
are nonetheless subject to regulations regarding both prescription drug sales and pharmacist consultations. For example,
regulations pertaining to retail prices for prescription drugs are under provincial jurisdiction. Over the five years to 2021,
several provinces have implemented new generic drug pricing policies. For example, in 2015, the Ontario Ministry of Health
and Long-Term Care changed its generic drug pricing to a tiered system, with a 25.0%, 35.0%, 50.0% or 75.0%
reimbursement for different classes of generic medications. In addition, in 2018, the Ontario Ministry of Health and Long-
Term Care permitted the pricing of interchangeable generic drugs to change depending on the number of market
competitors. This change is mainly to reduce the regulatory burden on the generic industry since drug manufacturers would
no longer need to apply for price adjustments. Similarly, British Columbia cut the price of generic drugs from 35.0% of its
brand-name counterparts to 20.0% in 2014. While other provinces have their own regulations in place, these are two
prominent examples.

More recently, the Canadian Generic Pharmaceutical Association and the Pan-Canadian Pharmaceutical Alliance jointly
announced a deal between the federal, provincial and territorial governments that would lower the prices of 70 of the most
commonly prescribed generic drugs by up to 40.0% over the next five years, which began in April 2018. Historically, the
decision to reduce generic drug prices has been under the purview of the provincial and municipal governments. This
represents one of the most concerted efforts among both provincial and federal governing bodies to unilaterally accept
these changes. This broad move was precipitated by Quebec's July 2017 announcement of a similar agreement within the
province itself. The vanguards in Quebec have facilitated a crucial moment in the pharmaceutical sector with consequences
up and down the entire supply chain, including retail pharmacies.

Other industry regulations affect pharmacists directly. For instance, licensed pharmacists must have a bachelor's or doctor
of pharmacy degree from one of 10 Canadian universities, complete a national board examination through the Pharmacy
Examining Board of Canada, unless in Quebec, complete an internship program and be fluent in either English or French.
Provincial and territorial governments oversee the licensing process.

SCOPE OF PRACTICE

Additionally, the National Association of Pharmacy Regulatory Authorities
(NAPRA) has a Model Standard in place for Canadian pharmacists, also known
as the MSOP, which defines best practices for pharmacists and thus serves as
a crucial influence regarding the industry's operations.

Outside of these standards, pharmacists are also subject to regulations that pertain to the scope of their practice. For
example, the NAPRA effectively limits the scope of practice for pharmacists by province or territory. In some provinces or
territories, pharmacists are able to prescribe pharmaceuticals to patients if they lack a prescription, whereas other areas
may only enable pharmacists to prescribe pharmaceuticals with an already existing prescription. In addition, some
provinces or territories enable pharmacists to administer drugs via parenteral routes of administration such as injecting
medications, ordering laboratory tests and interpreting the results of these tests.

Industry
Assistance

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

Operators in the Canadian Pharmacies and Drug Stores industry can receive
support from several industry trade groups that include the Canadian Institute
for Health Information (CIHI), the Canadian Association of Chain Drug Stores
(CACDS) and the Canadian Pharmacists Association.

CIHI in particular comprises an independent, nonprofit organization that provides information on Canada's health system in
addition to the health of Canadians as a whole; the organization is also focused on education initiatives and the production
of publications. The institute was founded in 1994 and is funded by federal, provincial and territorial governments. The
CACDS, however, is an organization that provides direct support to the industry's drug stores and pharmacies. The
association works with industry suppliers to improve supply chain efficiency, and also serves in an advocacy role through its
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work with territorial, provincial and federal governments to improve overall industry operating conditions.

Furthermore, the industry receives indirect support on the part of government programs that subsidize prescription drug
payments. For example, certain consumers can receive financial support for prescription drugs from provincial, territorial
and federal subsidy programs and social security funds, such as workers' compensation boards and the Medicare program.
Moreover, the Patented Medicine Prices Review Board (PMPRB), established in 1987, regulates drug pricing at the
manufacturing and wholesale levels, securing lower purchasing costs for the industry's operators. Ultimately, since the
industry derives a decent portion of its drug sales from public health funding, the level of health expenditure and any health-
related government initiatives will have an indirect effect on industry operations.

In addition, due to the COVID-19 (coronavirus) pandemic, the industry is expected to receive governmental aid to help keep
operators afloat. The Canada Emergency Wage Subsidy (CEWS) plan is one of many coronavirus relief programs that
attempts to aid operators. The CEWS will assist operators by covering 75.0% of an employee's wages and aims to enable
companies to rehire employees to avoid layoffs.

With more than 90.0% of establishments employing fewer than 50 workers in 2021, 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.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

($b)
2012 35,084 6,056 9,646 4,912 134,564 N/A N/A 4,807 N/A 142
2013 36,141 6,661 10,893 5,617 155,875 N/A N/A 5,342 N/A 142
2014 37,090 6,554 11,089 5,772 149,881 N/A N/A 5,134 N/A 144
2015 39,282 7,204 11,616 6,093 164,503 N/A N/A 5,583 N/A 148
2016 44,786 7,762 11,851 5,748 171,934 N/A N/A 5,901 N/A 153
2017 45,631 8,038 12,086 5,875 180,320 N/A N/A 6,147 N/A 156
2018 45,340 8,254 13,049 6,393 182,349 N/A N/A 6,383 N/A 159
2019 45,167 8,025 12,965 6,354 173,877 N/A N/A 6,174 N/A 162
2020 45,929 8,337 13,435 6,569 182,057 N/A N/A 6,479 N/A 152
2021 47,205 8,730 13,832 6,759 187,025 N/A N/A 6,656 N/A 156
2022 48,352 8,835 14,235 6,953 192,073 N/A N/A 6,832 N/A 159
2023 49,270 9,014 14,597 7,126 196,119 N/A N/A 6,973 N/A 161
2024 50,121 9,180 14,965 7,310 199,900 N/A N/A 7,105 N/A 163
2025 50,971 9,345 15,347 7,501 203,564 N/A N/A 7,233 N/A 165
2026 51,818 9,503 15,666 7,659 207,101 N/A N/A 7,358 N/A 167

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total health
expenditure

(%)
2012 0.83 -0.78 4.28 7.31 -1.87 N/A N/A 1.39 N/A 2.60
2013 3.01 9.99 12.9 14.4 15.8 N/A N/A 11.1 N/A 0.28
2014 2.62 -1.61 1.79 2.75 -3.85 N/A N/A -3.91 N/A 1.19
2015 5.90 9.91 4.75 5.56 9.75 N/A N/A 8.75 N/A 2.91
2016 14.0 7.74 2.02 -5.67 4.51 N/A N/A 5.70 N/A 3.30
2017 1.88 3.54 1.98 2.20 4.87 N/A N/A 4.16 N/A 1.63
2018 -0.64 2.68 7.96 8.81 1.12 N/A N/A 3.85 N/A 2.12
2019 -0.39 -2.77 -0.65 -0.62 -4.65 N/A N/A -3.28 N/A 2.14
2020 1.68 3.88 3.62 3.38 4.70 N/A N/A 4.93 N/A -6.60
2021 2.77 4.72 2.95 2.89 2.72 N/A N/A 2.73 N/A 2.90
2022 2.42 1.20 2.91 2.87 2.69 N/A N/A 2.64 N/A 1.86
2023 1.90 2.02 2.54 2.48 2.10 N/A N/A 2.06 N/A 1.32
2024 1.72 1.84 2.52 2.58 1.92 N/A N/A 1.88 N/A 1.18
2025 1.69 1.79 2.55 2.61 1.83 N/A N/A 1.80 N/A 1.16
2026 1.66 1.69 2.07 2.10 1.73 N/A N/A 1.72 N/A 1.09

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 17.3 N/A N/A 261 13.7 14.0 35,719
2013 18.4 N/A N/A 232 14.8 14.3 34,273
2014 17.7 N/A N/A 247 13.8 13.5 34,251
2015 18.3 N/A N/A 239 14.2 14.2 33,937
2016 17.3 N/A N/A 260 13.2 14.5 34,322
2017 17.6 N/A N/A 253 13.5 14.9 34,088
2018 18.2 N/A N/A 249 14.1 14.0 35,006
2019 17.8 N/A N/A 260 13.7 13.4 35,510
2020 18.2 N/A N/A 252 14.1 13.6 35,587
2021 18.5 N/A N/A 252 14.1 13.5 35,590
2022 18.3 N/A N/A 252 14.1 13.5 35,572
2023 18.3 N/A N/A 251 14.2 13.4 35,557
2024 18.3 N/A N/A 251 14.2 13.4 35,543
2025 18.3 N/A N/A 250 14.2 13.3 35,534
2026 18.3 N/A N/A 250 14.2 13.2 35,529

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Neighbourhood Pharmacy Association of Canada
http://www.neighbourhoodpharmacies.ca

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

Canadian Pharmacists Association
http://www.pharmacists.ca

Industry Jargon BLOCKBUSTER DRUG
Widely used pharmaceuticals that generate more than $1.0 billion annually in revenue for the developer.

FRONT-END SALES
Sales of products from the front of the store, or products sold separately from the pharmacy.

OVER-THE-COUNTER (OTC) MEDICATIONS
Medicine that can be purchased without a prescription.

PRESCRIPTION DRUG
A licensed medicine that can only be obtained with a doctor's approval.

WORKERS' COMPENSATION BOARD
A nonprofit mutual insurance corporation financed by employers' contributions, with a statutory mandate from the
province.

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.
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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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