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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 Data Processing and Hosting Services industry is forecast to expand over the five years
to 2022 as downstream companies are forced to adapt to new working conditions, which require large amounts of
data processing.

· The average industry profit margin is still forecast to decrease during the period due to the large rise in wage costs
as a result of more highly skilled workers.

· Demand from the industry's downstream markets is forecast to increase since nearly all new companies require
some type of data processing or hosting services.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in the Data Processing and Hosting Services industry in Canada provide specialized data processing or

hosting activities. Data processing services provide specialized reports from information supplied by clients. Hosting
services can include website and application hosting and range from automated data entry to processing such data.
This industry does not include the websites themselves or the revenue earned by their owners.

Major Players IBM

Salesforce.com

HPE

Main Activities The primary activities of this industry are:

Application hosting

Application service provider services

Data entry services

Data processing computer services

Data processing

Database management

Website hosting

The major products and services in this industry are:

Business process management and website hosting services

Application service provisioning

Data storage and management services

Information and document transformation services

Other services
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Supply Chain

SIMILAR INDUSTRIES

Credit Card Processing & Money
Transferring in Canada

IT Consulting in Canada Management Consulting in
Canada

Human Resources & Benefits
Administration in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Data Processing & Hosting
Services in the US

Web Domain Name Sales Social Networking Sites Data Recovery Services

Virtual Data Rooms Colocation Facilities Internet Hosting Services Cloud Hosting and Data Processing
Services in Australia

Cloud Storage Services in
Australia

Data Processing & Hosting
Services in the UK

Data Processing and Web
Hosting Services in New Zealand

Data Processing & Hosting Services
in Ireland

Webmail Providers Crowdsourcing Service Providers    
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Industry at a Glance
Key Statistics

$9.4bn
Revenue

Annual Growth

2017–2022

7.0%

Annual Growth

2022–2027

1.9%

Annual Growth

2017–2027

 

$964.0m
Profit

Annual Growth

2017–2022

0.2%

  Annual Growth

2017–2022

 

10.3%
Profit Margin

Annual Growth

2017–2022

-4.0pp

  Annual Growth

2017–2022

 

2,904
Businesses

Annual Growth

2017–2022

-0.2%

Annual Growth

2022–2027

0.7%

Annual Growth

2017–2027

 

27,174
Employment

Annual Growth

2017–2022

6.8%

Annual Growth

2022–2027

2.5%

Annual Growth

2017–2027

 

$3.3bn
Wages

Annual Growth

2017–2022

10.3%

Annual Growth

2022–2027

2.4%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

17.9%
Demand from e-commerce and
online auctions

4.5%
Demand from it consulting

2.3%
Demand from professional,
scientific and technical services

4.5%
Corporate profit

1.0%
Canadian effective exchange rate
index

0.2pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Concentration

Low

  Regulation & Policy
Light / Increasing

MIXED IMPACT

  Revenue Volatility
Medium   Industry Assistance

Medium / Increasing

  Barriers to Entry
Medium / Decreasing

NEGATIVE IMPACT

  Capital Intensity
High   Technology Change

High

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 High demand for skilled workers as resulting in wages rising
as a share of revenue

 Industry operators have benefited from the increasingly
complex needs of large clients

 Cloud computing has become a quickly growing segment of
many large operators

 The continued shift to online services will drive additional
demand for industry services

 Operators are projected to benefit from rising demand from
financial institutions

 Profit has historically been high, but is expected to remain
depressed

 Demeand for new technologies has facilitated revenue
growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Medium & Increasing Level of Assistance

  Growth Life Cycle Stage

  Low Imports

  Low Product/Service Concentration

   

WEAKNESSES

  Medium & Decreasing Barriers to Entry

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2017-2022)

  High Revenue Growth (2022-2027)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Outlier Growth

  Low Performance Drivers

  Demand from e-commerce and online auctions
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Executive Summary Broken link: Internal competition will likely rise due to an influx of new
operators

The Data Processing and Hosting Services industry in Canada provides data analytics and management services
used for a variety of information technology (IT) related activities. The industry's key clients are located in the
financial, advertising and e-commerce sectors, which compile large amounts of consumer and financial data that
need to be managed and analyzed to produce actionable insights. Over the five years to 2022, the industry has
performed well as businesses increasingly outsourced IT infrastructure needs and industry operators advanced their
data analysis techniques. Consequently, industry revenue is expected to grow an annualized 7.0% to $9.4 billion
over the five years to 2022, including an increase of 3.4% in 2022 alone. The rise in 2022 can be mainly attributed to
improving economic conditions after the peak of the COVID-19 (coronavirus) pandemic in 2020, which caused many
businesses to go bankrupt and cancel subscriptions with industry operators. Despite improving economic conditions,
the average industry profit margin is still forecast to decrease as operators endure rising wage costs for higher
skilled labour.

Industry services are usually provided on a subscription basis and have been in strong demand over the past five
years. More companies have begun outsourcing to specialized companies, which has boosted demand for industry
services. Since data processing and hosting requires expensive and complicated equipment, as well as highly
skilled technical employees, many companies have moved away from internal IT management. The advent and
popularization of cloud computing, one of the industry's fastest-growing product offerings, and new technologies,
such as machine learning, predictive analytics and artificial intelligence, have facilitated growth during the period.

Moving forward, the industry is expected to continue expanding, albeit at a slower rate. Industry revenue is projected
to rise an annualized 1.9% to $10.3 billion over the five years to 2027. The favourable environment that has
propelled the industry over the past five years is expected to persist during the outlook period, as companies
seeking to improve operational efficiencies will contribute to continued industry growth. Spurred by lower barriers to
entry, the number of enterprises is expected to grow an annualized 0.7% to 3,010 companies over the five years to
2027. With an influx of new operators, competition will likely rise between companies that sell similar services.
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Industry Performance

Key External
Drivers

Demand from e-commerce and online auctions

Operators in the Canadian Data Processing and Hosting Services industry enable online transactions and services
by providing information technology infrastructure that processes the underlying data. Increased demand from e-
commerce and online auctions necessitates greater data use, increasing demand for industry services. Demand
from the e-commerce and online auctions is expected to increase in 2022.

 

Demand from professional, scientific and technical services

As demand from professional, scientific and technical services increases, the need for data processing and hosting
services will also rise. Data processing and hosting services are used for a variety of practices in the professional,
scientific and technical services industries. Demand from professional, scientific and technical services is expected
to increase in 2022.

 

Corporate profit

The level of business sentiment and profit are positively correlated with demand for data processing and hosting
services. As profit and cash reserves rise, companies feel more confident making large, long-term investments, such
as paying for data processing and hosting services. Corporate profit is expected to increase in 2022, representing a
potential opportunity for the industry.

 

Number of mobile telephone subscriptions

As the number of mobile telephone subscriptions increases, demand for internet services that use these
connections will also rise. Mobile telephone subscriptions include many location-based services that have not yet
built significant delivery systems to take advantage of this industry. The number of mobile telephone subscriptions is
expected to increase in 2022.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar relative to the
currencies of significant trading partners. Accordingly, since industry revenue is increasingly being generated from
foreign markets, a depreciating loonie would boost demand by making industry services more attractive to
international buyers. The CEER index is expected to decrease in 2022.

 

Demand from it consulting
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A significant portion of industry revenue is generated from website hosting. As demand for hosting services
increases, operators will be required to supply the data infrastructure to make websites available to the public.
Demand from IT consulting is expected to increase in 2022.

 

Overnight rate

The level and movement of interest rates have a powerful influence on spending and investment decisions. High
interest rates make it more expensive for companies to raise capital and invest in their operations, including the
purchase of industry products and services. The overnight rate is expected to increase in 2022, posing a potential
threat to the industry.

 

Current
Performance

The Data Processing and Hosting Services industry in Canada has
experienced growth over the five years to 2022, as industry services have
become more popular with companies seeking to outsource data
services.

Although the number of businesses in Canada has grown slightly, increased demand from professional, scientific
and technical services have heightened the need for data processing and hosting services. Additionally, increased
demand for e-commerce, which has grown at an annualized rate of 22.7% over the five years to 2022, is expected
to expand the data requirements of large and small companies alike in the retail landscape. Furthermore, rising
internet connectivity, exemplified by the number of fixed broadband connections and mobile telephone subscriptions
respectively growing during period, signals a crucial transition to more digital operations for nearly every aspect of
the modern economy. Consequently, industry revenue is projected to rise at an annualized rate of 7.0% to $9.4
billion over the five years to 2022, including an increase of 3.4% in 2022 alone.

The rise in 2022 can be mainly attributed to steady economic recovery following the COVID-19 (coronavirus)
pandemic. As businesses have adapted to the new normal working conditions, most will likely use more industry
services so that they can stay operational from any setting. However, despite most businesses adapting to the new
working conditions, the average industry profit margin has still declined over the five years to 2022. This decline is
mainly due to wages share of revenue rising from the influx in demand for high skilled labour. Decreased profit can
also be attributed to poor operating conditions in 2020 from the coronavirus pandemic. As a result, profit, measured
as earnings before interest and taxes, is expected to account for 10.3% of revenue in 2022, down from 14.3% in
2017.

INDUSTRY OPERATIONS

New companies are increasingly using industry services to reduce initial
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investment costs and subsequent modernization expenditures involved
with setting up and updating internal information technology (IT) systems.

To remain competitive in a digital economy, large companies require data processing and hosting services to
optimize their operations. As the cost of in-house management outweighs outsourcing, such services are relegated
to third-party companies in this industry.

The increasing complexity of large-scale IT operations, coupled with increased merger and acquisition activity to
innovate approaches for data management and analysis, has boosted demand for industry services over the five
years to 2022. As the amount of data that is required to be analyzed increases, the resources required to manage
that data grows exponentially. Few companies are able to handle their own data needs unless their services are
directly tied to building similar infrastructures. With consolidation increasing in many downstream markets, data
processing and hosting services companies have benefited from the increasingly complex needs of large clients.

Due to rising consolidation among industry players, some data processing and hosting companies, especially
nonemployers that serve niche markets with innovative software and diverse applications, are crucial when serving
the economy. However, the number of industry enterprises is expected to fall at an annualized rate of 0.2% to 2,904
companies over the five years to 2022. As the industry has grown, so has the number of people it employs. Thus,
industry employment will likely an annualized 6.8% to 27,174 people over the past five years. Industry wages have
also grown at a similar rate during the period. The average industry wage has increased since more employees are
becoming technically proficient, possessing desirable skills in computer programming that can translate data across
multiple computer languages and platforms.

The largest percentage of industry revenue comes from major corporations with high volumes of data and the
incapacity to manage IT services internally. Financial service companies, for example, have rapidly adopted industry
services to manage an increasing amount of data. The financial services sector's reliance on data that is easily
stored and accessed via databases has helped maintain high demand. Additionally, advertising and e-commerce
markets with large caches of financial and consumer data are driving demand for data processing and hosting
services. Companies often need a standardized platform for translating these numbers, and as a result, a portion of
industry revenue is derived from data transformation services, translating data from disparate sources and formats
into standardized forms to produce actionable information. Thus, industry performance is implicitly tied to advances
in relational database technology and their associated computer languages.

INCREASING TECHNOLOGY

One of the fastest-growing products offered by the industry is cloud
computing, which is the sharing of mainframe computing resources.

For example, rather than using a single mainframe, cloud computing enables a cluster of computers to be virtualized
into a single computing entity. The entity's resources can then be divided and distributed on an as-needed basis to
clients that pay based on their needs or usage. This technology has become a quickly growing segment of many
large operators within the industry. For example, IBM and Hewlett Packard Enterprise Company (HPE) have both
heavily integrated cloud computing into their industry services. E-commerce giant Amazon.com Inc. (Amazon) has
entered the industry during the period with its Amazon Web Services (AWS), a comprehensive cloud computing
service, and has experienced rapid growth since launching its first two Availability Zones in Canada in 2016.

Cloud computing is an efficient option for smaller companies with less money to spend on IT. Industry operators
offer a variety of cloud computing services for businesses of all sizes by offering capacity-based pricing plans.
These companies often have business plans that heavily depend on the ability to access and manipulate their own
data. Consequently, these businesses may opt for cloud computing services to handle their IT needs. On a
consumer level, cloud computing services are either offered for free or on a subscription basis from, with examples
being Google LLC's Google Drive, Apple Inc.'s iCloud, Amazon's Cloud Drive and Dropbox's services. These cloud
computing sites let users store a variety of files on the cloud and access them from computers, laptops or mobile
phones. For consumer-oriented cloud computing services, the base subscription is generally free, although paid
premium subscriptions that increase online storage capacity are available. Increased demand for cloud computing
among businesses and consumers has provided a boost to industry revenue over the past five years.
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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)

Per capita
disposable

income
($)

2013 4,882 2,607 3,202 2,940 18,227 N/A N/A 1,534 N/A 29,342
2014 4,739 2,668 3,468 3,208 19,624 N/A N/A 1,660 N/A 29,430
2015 5,656 3,088 3,507 3,263 18,652 N/A N/A 1,802 N/A 30,157
2016 6,574 3,407 3,362 3,136 19,040 N/A N/A 1,956 N/A 29,674
2017 6,667 3,731 3,282 2,930 19,601 N/A N/A 2,021 N/A 30,400
2018 7,335 3,962 3,225 2,876 18,923 N/A N/A 1,997 N/A 30,440
2019 8,823 4,173 3,077 2,737 20,157 N/A N/A 1,967 N/A 30,628
2020 8,800 4,137 3,177 2,830 22,509 N/A N/A 2,477 N/A 32,862
2021 9,055 5,383 3,243 2,888 26,360 N/A N/A 3,203 N/A 33,299
2022 9,359 5,520 3,269 2,904 27,174 N/A N/A 3,304 N/A 32,696
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Industry Outlook
Outlook Several factors are projected to boost demand for the Canadian Data

Processing and Hosting Services industry over the five years to 2027.

Companies seeking to improve operational efficiencies will contribute to continued industry growth and increase
demand for industry services, fuelled by the technological innovations that are the engine behind the industry's
expansion, including artificial intelligence (AI), machine learning and predictive analytics. Supporting this trend,
IBISWorld expects corporate profit to rise an annualized 2.8% over the five years to 2027, encouraging outsourced
data analysis and hosting services. With the cost of on-site information technology (IT) resources expected to
increase over the next five years, it will become cost effective to outsource these services to industry operators. The
continued shift to online services will drive additional demand for industry services. As a result, the industry is
expected to continue its expansion, with revenue projected to grow at an annualized rate of 1.9% to $10.3 billion
over the five years to 2027. Revenue increasing at a slower rate can be mainly attributed to economic activity
stabilizing after the COVID-19 (coronavirus) pandemic in 2020.

INCREASING INVESTMENT

Moving forward, companies across different industries are expected to
continue to invest in services that improve and streamline operations.

The difficulty of maintaining a data infrastructure capable of monitoring, collecting and collating vast swaths of
information in various formats will push businesses to use the industry's computing resources and transformation
services. Industry services are outside the area of expertise for most businesses, and as a result, many companies
rely on third parties to provide IT resources and services. With demand from IT consulting services forecast to rise at
an annualized rate of 2.4% over the five years to 2027, businesses across Canada will continue to require these
services, boosting demand for the industry in the process.

Among the industry's primary downstream clients, the financial services sector is expected to be an important
contributor to demand for data processing and hosting services. Many institutional funds, such as endowments and
pensions, have moved their money in pursuit of higher returns compared with standard market instruments, such as
equities and bonds. These complex financial derivatives rely on precise and real-time data monitoring and analysis,
which provides a crutch for industry services even during a downturn. Therefore, as financial institutions increasingly
require greater computing resources to achieve growth, industry operators are projected to benefit from more
demand from these companies. This trend will likely drive industry growth over the next five years.

STRUCTURAL CHANGES AND NEW PRODUCTS

The growing provision of services online from other technology-related
industries is also expected to drive growth.

Small businesses are embracing technologies such as cloud computing, which has made starting an online
business easier by giving clients the ability to access resources on an as-needed basis. Rather than subjecting
buyers to the steep upfront costs of purchasing hardware and software, they can buy computing resources in much
smaller and smoother increments and expand or shrink their allotment as needed. This model will continue to
encourage investment in internet-based businesses and result in higher demand for industry products.
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The rapid rate of technological change in the industry will also incentivize more industry operators to invest in new
technology. Major players in this industry invest heavily in research and development (R&D) to create new products
and services that will improve the efficiency of data processing and hosting services. As industry customers continue
to demand IT services and seek more efficient ways to store and process data, R&D spending will likely increase
and pave the way for new products and services entering the market. Advances in AI and machine learning
encourages downstream activity such as autonomous driving, which relies on platforms and data analysis derived
from industry operations. As a result, the technological innovations that are driving other sectors' growth are partially
contingent upon advances in this industry, linking demand from downstream markets with performance in the
industry.

AN EXPANDING LANDSCAPE

Rising demand from downstream customers is expected to positively
affect industry participation.

Thus, the number of industry enterprises is expected to increase, rising at an annualized rate of 0.7% to 3,010
companies over the five years to 2027. Smaller independent operators that provide low-intensity internet hosting,
typically nonemployers, are expected to lead this wave, spurred by the industry's rapid revenue growth and high
profit margin. Profit, measured as earnings before interest and taxes, has historically been high in this industry, but
is expected to remain low, accounting for 9.8% of revenue in 2027, as competition between operators increases.
Since most downstream businesses need highly specialized data analysis and storage capabilities, many new
entrants can accommodate these clients by offering individualized software functionalities and innovative algorithms
for data compilation and manipulation, stealing market share from major players. As more companies enter the field,
industry employment is expected to grow, increasing at an annualized rate of 2.5% to 30,706 workers over the five
years to 2027.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income  ($)

2022 9,359 5,520 3,269 2,904 27,174 N/A N/A 3,304 N/A 32,696
2023 9,601 5,560 3,284 2,912 27,930 N/A N/A 3,395 N/A 32,758
2024 9,792 5,722 3,304 2,925 28,622 N/A N/A 3,475 N/A 32,885
2025 9,954 5,852 3,328 2,944 29,276 N/A N/A 3,550 N/A 33,215
2026 10,109 5,961 3,359 2,970 29,988 N/A N/A 3,631 N/A 33,602
2027 10,265 6,054 3,405 3,010 30,706 N/A N/A 3,711 N/A 34,063
2028 10,404 6,674 3,443 3,043 31,311 N/A N/A 3,780 N/A 34,405
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

Merger and acquisition activity is increasing

There is a high rate of technological change

Industry demand is steadily improving

The Data Processing and Hosting Services industry in Canada is in the growth stage of its life cycle, characterized
by increasing merger and acquisition activity, steadily improving demand, technological advancements and evolving
markets. IBISWorld expects industry value added (IVA), which measures an industry's contribution to the overall
economy, to increase at an annualized rate of 5.0% over the 10 years to 2027. Canadian GDP is expected to grow
an annualized 1.7% during the same period, meaning that the industry's contribution will grow at a faster rate than
the economy; this is another distinction contributing to the growth characteristic of its life cycle stage.

A high rate of technological change is also indicative of a growing industry and is one of the chief contributors to
industry growth over the past decade. Major players in this industry invest heavily in research and development to
create new products and services, which will improve the efficiency of data processing and hosting services.
Technological change for key buying industries has also contributed to demand as new technology companies
require a high level of hosting and data analysis capabilities to run operations.

The industry has accordingly had a rapid introduction of new products, which is indicative of an industry in its growth
phase. Cloud computing previously drove industry demand, and recently, innovations in the predictive analytics,
machine learning and artificial intelligence fields have become the fastest-growing services offered by industry
operators. Over the five years to 2027, industry operators are expected to continue to demand more services related
to these industries to meet the growing information technology and data analysis needs of their clients.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Information In Canada

Public Administration in Canada

Retail Trade In Canada

Finance and Insurance In Canada

Wholesale Trade In Canada

Key Selling Industries
1st Tier

IT Consulting in Canada

Computer & Packaged Software Wholesaling in Canada

Wired Telecommunications Carriers in Canada

2nd Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Software Publishing in Canada

Telecommunications Networking Equipment
Manufacturing in Canada

Products & Services

  In the Canadian Data Processing and Hosting Services industry, data
processing involves capturing, digitizing and processing data from
various sources.

Traditional data processing services include taking data from manually filled forms, images or publications and
preparing databases by integrating them. However, with the advent of multimedia channels and the internet, sources
have widened to include manually printed or scanned documents, images, sounds and videos. New output media is
equally diverse, including databases on servers and management of records derived from internet-based queries.
Accordingly, the methods of data compilation and manipulation have evolved, marking a transition of industry
services in the process.

The products and services offered by industry operators have not change due to the COVID-19 (coronavirus)
pandemic. Operators still offer similar products to businesses that need data processing among other industry
services. However, demand for certain products has shifted during the pandemic as companies have changed the
way they operate their businesses. Some companies may require more data storage as employees work from home
and the company needs to securely store data from a multitude of different servers.

INFORMATION AND DOCUMENT TRANSFORMATION SERVICES

Information and document transformation services are expected to
account for 21.0% of revenue in 2022, representing the third-largest
segment within this industry.

Companies in the information and document transformation services segment translate masses of data into
compatible and standardized formats for dissemination and analysis. This can include coding data for statistical
analysis or converting a document into different file types, which can often require a litany of different conversion
software, thereby making outsourcing an increasingly attractive option for downstream clients. Turning audio into
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visual works or spreadsheets into Microsoft Word documents are salient examples of this process, although these
services are often much more complicated, typically involving coding and translating data through various computer
languages and software through relational databases. Plus, this segment also includes document enhancement and
rendering, which can be especially useful for archival databases. Ultimately, data comes in many shapes and sizes,
and operators focus on centralizing information and translating it into easily digestible visuals in standardized
formats. This segment has decreased slightly as a share of revenue over the five years to 2022 as many documents
are already digitalized and conversion software becomes less expensive.

APPLICATION SERVICE PROVISIONING

Application service provisioning is another important segment within this
industry, accounting for an estimated 30.1% of revenue in 2022.

To operate efficiently, many companies use software as a service (SaaS), which enables single users to access
computer software across a server. This strategy improves overall company efficiency because it avoids manually
installing software onto each computer. However, SaaS increases companies' risk of losing its data because all of its
information is processed and stored on a single server instead of on separate computers. This segment has
increased as a share of revenue over the past five years as different software becomes more prominent, making
companies more inclined to use SaaS.

DATA STORAGE AND MANAGEMENT SERVICES

Data storage and management services, accounting for 20.8% of industry
revenue in 2022, are a popular segment among clients.

As companies collect more information from customers, they require additional capacity to store and use that
information. Some companies have dedicated information technology (IT) departments to oversee these operations,
while other companies opt to outsource this function to third-party operators. Data storage is a function of business
process management, as it improves business efficiency and enables companies to analyze data and make
strategic decisions. This segment has increased as a share of revenue during the period as companies obtain and
analyze more data than ever before. This trend is projected to continue over the five years to 2027.

BUSINESS PROCESS MANAGEMENT AND WEBSITE HOSTING SERVICES

Business process management, representing 22.7% of industry revenue
in 2022, uses technology to improve business efficiency.

Services include network management, computer systems management, document transportation and computer
systems design. Operators offer value-added services including data warehousing and mining to help clients better
analyze data. Website hosting has increased as an area of revenue, as industry operators continue to add more
services to their platforms. Website hosting, however, is largely centralized outside of Canada due to the
accessibility of the internet worldwide. This segment's share of revenue has increased over the five years to 2022
due to more fixed broadband connections.

OTHER SERVICES

Other services include input preparation services, data entry services,
leasing of computer time, optical scanning services and recording and
imaging services, among others.

In 2022, these services account for an estimated 5.4% of industry revenue. Other services' share of revenue has
decreased during the period despite private investment in computers and software and the number of fixed
broadband connections increasing over the past five years.

Demand
Determinants

Economic factors

Demand for the Canadian Data Processing and Hosting Services industry, domestically and internationally, depends
on business sentiment and corporate profit levels. Investment in software and other technology is considered a
capital investment, so the macroeconomic environment and enterprises' financial well-being often play a part in the
amount invested in industry products and services. Businesses that perform well are more likely to update to the
latest technology and software to maximize efficiency, while slow-growing businesses may be more hesitant to
invest in new technology to save money. Additionally, as companies grow, they also collect more data, which
requires investment in more powerful data storage systems and other industry products.
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In addition, due to the COVID-19 (coronavirus) pandemic, demand for industry operators is expected to fluctuate as
many businesses have either cut expenses or invested in more powerful technology and software to keep their
business operational. In the short term, demand declined slightly as social distancing and stay-at-home orders
fuelled a significant reduction in overall consumption. As a result, decreased demand led to declining revenue for
many businesses in 2020, resulting in falling corporate profit, and by extension, a decrease in operators' profit.
Conversely, the coronavirus pandemic also had a positive effect on industry operators as more businesses shift
toward online platforms and employees have been working from home more frequently. As a result, industry
operators may endure higher demand from the major markets as the economy slowly recovers from this economic
downturn.

Global IT market

Demand for industry services is also sensitive to developments in the global information technology market. Low-
cost hardware and software give data processing and hosting companies the ability to pass these savings on to its
customers. Increasingly, data processing operations are being offshored to countries such as China and India, with
highly skilled, yet low-cost labour. The reduced costs realized through offshoring are passed on to clients. These
lower prices, in turn, may stimulate demand for industry services. However, the nexus of research and development
is generally located in advanced economies, placing domestic operations at a competitive advantage for innovative
data analysis and visualization techniques including very lucrative machine learning and artificial intelligence
projects.

In contrast, as hardware and software become faster and more affordable, companies can choose to undertake data
processing and hosting services in-house. This trend has the potential to decrease demand for industry services
from major corporate clients. However, the specialization of the industry's major players ensures that outsourcing
sporadic or major projects is more cost effective than performing the tasks in-house.

Major Markets

  The primary markets for the Canadian Data Processing and Hosting
Services industry are business clients that need to process large amounts
of data quickly and securely.

  However, due to the COVID-19 (coronavirus) pandemic, the industry's major markets have fluctuated. The
businesses market has been the most volatile since it is the largest market served by industry operators. As some
businesses struggled to stay afloat, they may have begun to temporarily cut certain expenses, such as data
processing or hosting services in attempts to avoid being shut down from the recession. Conversely, operators
experienced increased demand from certain businesses as they shifted to online platforms and remote work. Other
markets have also fluctuated in demand, but at smaller scales since business clients account for most revenue.

BUSINESSES

The industry's primary markets are businesses that require a large
amount of data to be stored and processed.

Altogether, private businesses are expected to account for 60.5% of industry revenue in 2022, rising slightly as a
share of revenue over the five years to 2022. Nonfinancial companies make up the industry's largest market within
this segment, representing nearly two-thirds of this segment's revenue. Nonfinancial companies require the remote
storage and handling of retail data, logistics information, supply chain information and scheduling, among other
forms of data. Advertising agencies and public relation companies are crucial downstream clients, using large
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swaths of consumer data to target their marketing campaigns and optimize their audience engagement percentages.
Another crucial group of businesses includes resellers, that take data from large databases and analyze them
remotely or sell visualization and reports based on this data to other businesses. Finally, content providers that pay
hosting fees to internet hosts for hosting websites and related data represent a smaller, but significant portion of this
segment. Still, many of the industry's largest clients come from the financial industry, which has significant data
storage needs. Real-time market data, in particular, is a major source of revenue for this industry. Financial
companies account for the remainder of this segment's share of industry revenue.

SALES OUTSIDE OF CANADA

Due to the sizeable share of industry services conducted for clients
outside of the country, sales outside of Canada represent the second-
largest market for industry operators.

Currently, IBISWorld estimates that these sales will account for 36.5% of revenue in 2022. This segment's share of
revenue has slightly increased over the past five years despite the Canadian dollar appreciating during the same
period, which would make it less profitable to operate outside of the domestic economy.

GOVERNMENT, NONPROFIT AND OTHER PUBLIC INSTITUTIONS

Government clients at the municipal, provincial and federal levels have
vast data requirements, among them being storage.

Due to the vast overhead costs required to operate in the industry and the significant technical expertise, most
government data processing and hosting needs are outsourced to the industry. Nonprofit organizations also require
sophisticated data storage systems, particularly during periods of heightened political activity. In 2022, government
and nonprofit clients are expected to account for 0.9% of industry revenue. Demand from these organizations has
decreased in part due to the favourable prices that they can garner from long-term data processing contracts and
growing competition that lowers prices for most generic data compilation and analysis, resulting in this segment's
share of revenue to fall.

INDIVIDUALS AND HOUSEHOLDS

Individuals and households account for a negligible, but growing share of
industry revenue.

In 2022, this segment is expected to account for 2.1% of industry revenue. Demand from households is generally
slim due to the limited data analysis requirements of individual consumers, most of which can be conducted online
using free software. Still, free software can generate revenue from these instances of consumer use through
advertising, although it is an insignificant sum. This market is expected to gradually increase as consumers begin to
work from home more due to the coronavirus pandemic, thus demanding greater security and data processing
services from industry operators.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Data Processing and Hosting Services industry in Canada does not participate in international trade because of
the service-based nature of industry activities. However, globalization has made maintaining an international
presence more prevalent and important among large hosting companies for the purpose of servicing international
clients, including multinational corporations. Just as some Canadian players operate abroad, many companies
operating in Canada are based abroad, particularly in the United States. While outsourcing domestic data
processing and hosting services jobs is common, there is no physical trade of goods and is therefore not accounted
for in this industry.
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Business
Locations

  Ontario

Establishment distribution in the Canadian Data Processing and Hosting Services industry largely follows population trends and
economic activity, with many centralized in densely populated metropolitan centres. The largest share of industry establishments
is located in Ontario, which is estimated to account for 49.3% of establishments in 2022. Appropriately, Ontario is the most
populous Canadian province, including major cities Toronto and Ottawa. Furthermore, Ontario is home to a significant share of the
industry's downstream clients. For example, commercial banking clients such as the Royal Bank of Canada, Toronto-Dominion
Bank, the Canadian Imperial Bank of Commerce and the Bank of Nova Scotia, also known as Scotiabank, are all headquartered
in Toronto.

Quebec, British Columbia and Alberta

Industry establishments are also heavily concentrated in Quebec, and to a lesser extent, British Columbia and Alberta. In 2022,
Quebec is home to an estimated 16.3% of industry establishments, but British Columbia, which accounts for a smaller share of the
population, will account for 17.5% of industry establishments. This disparity between British Columbia's share of the population
and its share of establishments is due to the numerous tax incentives available to industry operators in the province that have
encouraged business formation in the region. Alberta is home to an estimated 10.1% of industry establishments in 2022.

Other provinces

Manitoba, New Brunswick, Newfoundland, Nova Scotia, Prince Edward Island, Saskatchewan, Nunavut, Yukon and the Northwest
Territories account for 6.9% of industry establishments in 2022, which is in line with the relatively low population figures and
economic activity of these regions.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The level of market share concentration in the Canadian Data Processing and Hosting Services industry is low,
primarily due to the range of services that operators can provide and the rise of new industry participants gaining
market share over the five years to 2022, such as Amazon.com Inc. In 2022, IBISWorld estimates that the four
largest operators in the industry will account for an estimated 25.5% of revenue. Although the industry's smaller
companies operate in difficult competitive conditions, many have increased their share of industry revenue.
Moreover, some of the industry's largest operators, have experienced stagnating market share as downstream
customers have increasingly broken down their outsourced needs into smaller deals. Previously, these buyers
outsourced all of their needs to one company, benefiting these industry giants. Overall, the industry is characterized
by several small operators working on a regional level. According to Statistics Canada, 66.6% of all establishments
employ fewer than 10 people, while 93.9% employ fewer than 100 people. Only 10 locations have more than 500
employees. Plus, 68.4% of all industry establishments are considered nonemployers, implicitly restricting the extent
of their operations to a small scale.

Key Success
Factors

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

Effective quality control:
Many of the industry's services require strict quality control because clients rely on companies to keep data secure.

Having a cost-effective distribution system:
Having a cost-effective delivery system enables companies to better compete on price. This is becoming
progressively important as more companies provide similar services at affordable prices abroad.

Ability to quickly adopt new technology:
Due to the rapid pace of technological change in the information technology industry, many industry operators must
quickly adopt new techniques to remain competitive.

Ability to manage external (outsourcing) contracts:
Most industry operators outsource several operating functions. To continue to deliver quality services, managing
external contracts properly is essential.

Ability to establish remote work arrangements for employees:
Operators heavily rely on employees for innovation and other imperative tasks for successful operations. The ability
to establish efficient remote work is crucial during the COVID-19 (coronavirus) pandemic, to ensure employees stay
safe.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is projected to
decrease over the five years to 2022, accounting for 10.3% of industry
revenue in 2022, down from 14.3% in 2017. Purchase costs have
increased to keep up with the accelerated demand from downstream
customers. Further, declining profit has occurred due to the COVID-19
(coronavirus) pandemic, as operators have attempted to increase
efforts to earn business during a period of economic distress. As many
downstream buyers have gone out of business due to the pandemic,
industry operators have been left with providing services for larger
clients, which inherently generate a smaller profit margin due to the
economies of scale commanded. Despite steady economic recovery
over the five years to 2027, the average industry profit margin will still
marginally decline as the industry's expenses continue to increase.

 

  Wages

Employee compensation, including payroll and benefits, makes up the
largest industry expense, representing an estimated 35.3% of revenue
in 2022, up from 30.3% in 2017. Industry operators employ highly
skilled workers, particularly in computer and mathematical occupations
due to the technical nature of industry work. These workers include
computer support specialists, computer systems analysts and software
developers. Since the nature of computer and mathematical work
typically requires advanced education and significant work experience,
the average industry wage is high, at an estimated $121,587 in 2022.
Wages have increased as a share of revenue over the five years to
2022, as artificial intelligence technologies require high skilled workers
to innovate in this field.
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  Purchases

Purchases account for an estimated 7.7% of industry revenue in 2022,
up from 7.5% in 2017. Industry purchases are primarily composed of
internet connectivity charges; the fees that operators must pay
telecommunications companies for bandwidth, which is the amount of
data that can be carried from one point to another during a given time
period; and crucial inputs including computers, software and peripheral
equipment. Competition and government regulation have ensured that
connectivity costs have remained reasonable to avoid overwhelming
data hosts and processors.

 

  Marketing

Marketing costs are expected to account for 2.7% of industry revenue
in 2022, although these costs vary significantly from company to
company. Typically, larger companies spend a far larger share of their
revenue on advertising, while nonemployers usually commit a much
smaller percentage of revenue to promotion.

 

  Depreciation

At 13.4% of revenue, depreciation costs represent a sizable cost to
industry operators in 2022. The industry requires significant capital
investment in equipment and computer hardware due to the rapid pace
of technological change. Over the five years to 2022, depreciation costs
have increased steadily as industry operators continuously invest in
new hardware and software to remain competitive.

 

  Rent

Spending on rent has grown over the past five years, accounting an
estimated 4.7% of revenue in 2022. Industry operators rent buildings to
host data centres, which usually require a large amount of land
resulting in higher costs.
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  Utilities

IBISWorld expects that utility costs will represent 1.9% of industry
revenue in 2022, up from 1.8% in 2017. Similar to rent, with some
operators relying on others' server infrastructure, costs in this segment
have grown over the past five years. Due to the industry's significant
use of electricity, utility costs' share of revenue will depend on the price
of electric power moving forward.

 

  Other Costs

This industry's overall cost structure is difficult to gauge due to the high
level of corporate activity such as large one-time capital investments
and mergers and acquisitions, which can dramatically affect costs from
year to year. As a result, miscellaneous costs make up an estimated
24.0% of industry revenue in 2022. Other costs include expenditure on
research and development, restructuring, write-downs of acquired
intangible assets and acquisition costs paid to companies no longer in
the industry. Acquisitions designed to build market share often include
overpayment for things such as customer lists or goodwill, which are
routinely written down upon testing for impairment.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Data Processing and Hosting Services industry in Canada is highly
competitive.

Companies compete with domestic operators and companies in other industries that may choose to move their data
hosting and processing services in-house. Competition within the industry is generally focused on company
reputation, utilities, cost, service diversity, compatibility, digestibility and support.

INTERNAL COMPETITION

Reputation is an important competitive factor among operators competing
in this industry.

Products and services are often similar between companies, making shopping by comparison difficult. As
companies' offerings are similar, clients rely on how well-perceived a particular brand is. These factors include the
company's track record, financial stability and the long-term viability of vendors. Typically, clients prefer to stay with
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one industry operator over a long period of time, as switching providers could be expensive, time consuming and
distracting. Therefore, clients seek companies that have strong histories of product updates, technological
innovations and those that are financially fit.

Utility refers to the value offered by a hosting or processing service to its customers. This factor can include the
speed and ease of implementation, the functionality of its products, performance, security, scalability, flexibility and
reliability, as well as the ease with which it can be integrated into existing services. Industry operators become more
attractive to clients if they are able to offer a wide variety of services to handle a full spectrum of needs. While
service quality is of high importance, data visualization tools that can make information more digestible is also
significant to downstream clients that may not have the quantitative skills or time to interpret complex arrays of data.

Industry operators also compete on the basis of cost. Price-based competition often results in companies' decision
to outsource labour or merge with competitors, thereby eliminating redundant positions. Moreover, discounts on
subscription models or value-added services such as consulting or technical support factor into price competition.
Support services can refer directly to customer support, but also to consulting and training services. Support
services also include assistance in installing and integrating a customer's required services and software.

EXTERNAL COMPETITION

Industry operators' chief external competition comes from non-industry
operators that handle their data hosting and processing services in-
house.

However, external competition has declined in recent years as large companies have outsourced services to the
industry, bolstering enterprise formation and small business development. Since most companies lack the internal
capability to handle all of their IT needs efficiently, they have increasingly outsourced services to industry operators,
enabling these businesses to focus on their core strengths and revenue-generating activities. This trend has
benefited data processing operators, which have replaced or supplemented large companies' in-house IT
operations.

Most of the major players in this industry are large multinational companies, making the threat of external
competition omnipresent. These global operators hamper domestic competition by capturing an increasing share of
the market. Domestic operators may have a difficult time expanding their market in other countries since many
companies operate on a small scale, focusing on regional clients. Businesses that focus on niche markets such as
machine learning or predictive analytics, however, will have an easier time entering new international markets.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Decreasing
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  Capital costs

The Canadian Data Processing and Hosting Services
industry's largest players have considerable resources
dedicated to capital investment, including server farms
with incredible processing power. However, thousands of
smaller companies perform some form of data processing
outsourcing for smaller clients without the need for large
investments in infrastructure. Therefore, for those wishing
to enter the industry at its bottom end, the capital barriers
do not pose a significant challenge.

Even though the barriers to entry are moderate, the cost
of establishing an operation in this industry is high due to
the price of computing and other equipment. For data
hosting companies, the leasing of space on other
companies' servers may offer a way for new companies to
lower their initial costs. However, to grow revenue and
strengthen the profit margin, companies must invest in
their own infrastructure and not rely on competitors. Plus,
through various government incentives, outlined more
comprehensively in the industry assistance section, new
entrants can seek subsidized financing options for their
capital investments, limiting the financial barriers to
industry participation.

Companies that offer other products or services, including
data processing and application service providers (ASP),
have a lower need for capital. These companies mostly
rely on labour to develop software and process
information through computers. While these players are
required to invest in computers, they do not have to invest
significant funds in other types of equipment that data
hosting companies do. Conversely, these operators need
to spend more money on advertising to steal clients from
incumbent data analytics companies which control a
substantial share of these markets worldwide. Still, the
diminishing price of computers and peripheral equipment
can signal a crucial opportunity for new participants to
enter the fray while focusing on smaller clients that place
a premium on customer service, small business values
and innovative technological developments that are more
easily attained on a smaller scale.

Economies of scale

As is the case with many industries, larger players have
an advantage because they benefit from economies of
scale. Larger data storage companies are able to use
their data servers to host information for many clients
rather than just one. Similarly, these companies often host
data for smaller industry operators, giving them the
advantage of profiting off their own competitors. Also,
larger ASPs and data processing companies are able to
benefit through outsourcing. By taking the operations
portion of its business abroad, industry operators are able
to save on labour and material. Ultimately, larger
operators can diversify their service offerings and capture
a growing share of the industry's primary markets, placing
pressure on new entrants.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Growth  

Technology Change High  

Regulation & Policy Light  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Data Processing and Hosting Services industry in Canada is generally dominated by companies located in the
United States, with some competition from companies in other advanced countries. However, competition from
countries that are experiencing a fast level of technological growth has shifted some of these services abroad. While
there are many data processing and hosting companies in Canada, the rise of international companies, such as
Indian multinational corporation Infosys Limited, and the continued dominance of US companies has created a more
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globalized industry. Data processing and hosting companies tend to locate their sales and client relationships staff
domestically while outsourcing the core industry operations abroad to take advantage of lower labour costs. Still,
while industry operators have domestic facilities, foreign operators are a primary source of competition since
industry services can be undertaken completely online, leaving domestic operators susceptible to foreign
competition. Accordingly, domestic operators can expand into international markets as well, resulting in increasing
levels of globalization.
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Major Companies

Major Players International Business Machines Corporation

Market Share: 13.0%

  Founded in 1911, International Business Machines Corporation (IBM) is a US-based multinational technology
consulting and software development company headquartered in Armonk, NY. The company operates in Canada
through its subsidiary, IBM Canada Limited. IBM manufactures and sells high-end computer hardware and software,
while also offering consulting, information technology (IT) and hosting services. IBM has operations in most major
cities across the world and employs more than 380,000 workers globally. In 2020, the company's global operations
generated $73.6 billion in revenue (latest data available). Importantly, the company's revenue has still increased
despite the adverse effects of the COVID-19 (coronavirus) pandemic on the operating environment.

IBM's operations are divided into five business segments, which include cloud and cognitive software; global
business services; global technology services; systems; and global financing. The cloud and cognitive solutions
division provides IT infrastructure services and business process services. This segment provides strategic
outsourcing services using cloud computing, analytics and virtualization to help businesses meet their IT needs. The
systems segment provides clients with innovative infrastructure platforms to help meet the new requirements of
hybrid multi-cloud and enterprise artificial intelligence (AI) workloads.

The fastest-growing portion of the global technology services division is cloud computing. The IBM SmartCloud
delivers business and IT services over the network, changing the way that businesses use and store data. In 2020,
29.7% of the company's total revenue was generated from IBM's cloud services alone (latest data available). IBM
has helped clients integrate cloud computing into their business by making IT resources highly automated and
virtualized. With increasing demand for cloud computing, IBM has become one of the leaders in the industry by
heavily investing in this technology alongside its well-known Watson AI and Internet of Things platforms.

Financial performance

IBM's industry-relevant revenue is expected to increase at an annualized rate of 3.9% to $1.2 billion over the five
years to 2022. Although demand for cloud-based services has increased as clients outsourced their IT infrastructure
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needs, poor growth in lower-margin technologies has made the company's industry-relevant profit extremely
volatile. However, the company's operating profit, measured as earnings before interest and taxes, is expected to
increase at an annualized rate of 5.7% to $96.6 million over the five years to 2022. Further, IBM's industry-relevant
operations have had little consistency in regard to revenue growth, although this is also representative of currency
fluctuations as the company reports its financial information in US dollars.

 
International Business Machines Corporation (industry-relevant operations) - financial

performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 1,004.8 N/C 73.1 N/C
2018 1,144.2 13.9 125.5 71.7
2019 1,254.5 9.6 153.4 22.2
2020 1,221.2 -2.7 92.7 -39.6
2021 1,180.6 -3.3 94.4 1.8
2022 1,217.5 3.1 96.6 2.3

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

Salesforce.com Inc.

Market Share: 5.3%

  Salesforce.com Inc. (Salesforce) was founded in 1999 and is a leading application service provider. The company
provides software as a service (SaaS) on demand to corporations across the world, mainly through its customer
relationship management (CRM) platform. The company is currently headquartered in San Francisco, and employs
more than 56,000 people worldwide. In fiscal 2021 (year-end January), Salesforce generated $28.5 billion in global
revenue (latest data available).

Salesforce operates as one segment, through which its flagship CRM application helps companies record, track and
manage customer information, including sales and customer service. It is considered a form of data processing,
since the customer enters data into the software and the system delivers vital customer relationships back to the
client. Within its CRM application, Salesforce focuses on four particular services, which include automation, partner
relationship management, customer service and support and marketing. The company offers traditional cloud
computing where the end user does not require knowledge of the configuration or location of the system that
delivers its data processing services. Salesforce also generates money from consulting and professional training
work, accounting for one-tenth of its SaaS revenue.

Over the five years to 2022, Salesforce has endured significant growth from its successful software services and
from its increase in acquisition activity. In August 2019, Salesforce acquired an analytics company called Tableau
Software Inc. for $20.2 billion. In addition, Salesforce acquired a field service management solutions company called
ClickSoftware Technologies Ltd. for $1.9 billion in October 2019. As a result of all of the recent acquisitions, the
company has still been able to prosper despite the adverse economic effects of the coronavirus pandemic on the
operating environment.

Financial performance

Salesforce has grown at a faster rate than any other company in the industry in recent years. Thus, the company's
industry-relevant revenue is expected to increase at an annualized rate of 26.7% to $493.1 million over the five
years to fiscal 2022. As a result, Salesforce's market share has risen from to an estimated 5.3% in fiscal 2022. Even
as the company's revenue has grown tremendously, Salesforce has only been profitable since fiscal 2016. Since
then, Salesforce's industry-relevant operating profit, measured as earnings before interest and taxes, has also risen,
increasing an annualized 67.3% to $68.1 million over the five years to fiscal 2022. Booming demand and investment
in its applications is expected to propel Salesforce over the five years to fiscal 2027.



Data Processing & Hosting Services in Canada February 2022

32 IBISWorld.com

 
Salesforce.com Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017-18 151.2 N/C 5.2 N/C
2018-19 216.6 43.3 18.1 248.1
2019-20 322.7 49.0 2.4 -86.7
2020-21 401.3 24.4 76.9 3,104.2
2021-22 536.7 33.7 74.7 -2.9
2022-23 493.1 -8.1 68.1 -8.8

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

Hewlett Packard Enterprise Company

Market Share: 4.3%

  Hewlett Packard Enterprise Company (HPE) is a global technology corporation that specializes in software and a
variety of technology-related services. While the Hewlett-Packard Company (HP) was founded in 1939 by two
Stanford electrical engineering graduates, William Redington Hewlett and David Packard, the company split into two
separate companies in November 2015. As a result of the separation, HP's former technology infrastructure,
software, services and financing businesses have migrated to HPE. The company is headquartered in Houston, TX,
providing services across more than 90 countries and employing an estimated 60,400 people. In fiscal 2021 (year-
end October), the company generated $27.8 billion in global revenue (latest data available).

In fiscal 2017, HPE spun off its Enterprise Services business segment and merged it with Computer Sciences
Corporation to become DXC Technology Company. In fiscal 2020, the company restructured its business to include
six segments, such as compute; high performance computing (HPC) and AI; storage; intelligent edge; financial
services and corporate investments; and other. HPE currently operates in this industry through its compute, HPC
and AI, storage and corporate investment and other segments, which provides services-led and software-enabled
infrastructure solutions spanning secure servers, storage, data centre networking and hardware.

Over the five years to fiscal 2022, the company has undertaken significant acquisition activity. In fiscal 2017, the
company acquired SimpliVity Corporation, a provider of services for simplifying and scaling data through various
platforms and hyperconvergence. The company also acquired Nimble Storage Inc., which provides high
performance, high capacity memory recovery and backup services. Another highly industry-specific acquisition was
that of Cloud Cruiser Inc., which provides financial management solutions via the cloud to facilitate cost optimization
and profit maximization. In addition, in December 2018, HPE acquired QuattroLab SA, a cloud-based data centre
management company that offers management as a service software. The latest industry-relevant acquisition was in
September 2019 when the company acquired Cray Inc. (Cray), which is a global supercomputer leader that will be
included in the hybrid IT segment. In addition, as a result of the coronavirus pandemic, the company has struggled
with supply chain issues, which caused the company's revenue to decrease dramatically in fiscal 2020.

Financial performance

The past five years have been volatile, with HPE's industry-relevant revenue rising and falling alongside the ebb and
flow of currency fluctuations since the company reports its financial information in US dollars. Overall, the company's
industry-relevant revenue is expected to decrease at an annualized rate of 1.9% to $403.6 million over the five years
to fiscal 2022. However, despite losses endured during the period, the company's operating profit increased slightly
due to rising prices for the company's products and services. The company's industry-relevant operating profit,
measured as earnings before interest and taxes, is expected to rise at an annualized rate of 1.9% to $49.8 million
over the five years to fiscal 2022.
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Hewlett Packard Enterprise Company (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 444.2 N/C 45.4 N/C
2017-18 381.9 -14.0 45.6 0.4
2018-19 397.1 4.0 35.3 -22.6
2019-20 436.4 9.9 45.3 28.3
2020-21 385.6 -11.6 48.0 6.0
2021-22 403.6 4.7 49.8 3.7

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

Other Companies Amazon.com Inc.

  Market Share: 2.9%
  Amazon.com Inc. (Amazon) is an e-commerce and cloud computing company that was founded in July 1994. The

company originated as an online bookstore, but later diversified into selling everything, ranging between jewellery,
food and furniture. The company is the largest internet-based retailer in the world by total sales and market
capitalization. The company is headquartered in the United States and operates globally with an estimated 1.3
million employees.

Amazon's operations are organized into three business segments, which include North America, international and
Amazon Web Services (AWS). The company operates in this industry through its AWS segment, which provides on-
demand cloud computing platforms to individuals, companies and governments. The segment also provides
computing, networking, database and application services. In 2016, the company's first Canadian Availability Zones
launched, located in Toronto and Montreal. Amazon's operations in Canada have grown rapidly over the five years
to 2022, and thus, the company is expected to generate $275.5 million in industry-relevant revenue in 2022. Despite
the COVID-19 (coronavirus) pandemic, the company has still been able to prosper due to increased demand for its
AWS segment.

Cincinnati Bell Inc.

  Market Share: 1.3%
  Cincinnati Bell Inc. (Cincinnati Bell) purchased domestic leader OnX Enterprise Solutions Ltd. (ONX) in 2017,

extending its reach from the United States to Canada. The bulk of this discussion will be focused on OnX rather than
Cincinnati Bell more generally, since the acquisition is the company's primary entry into the industry. Founded in
1983, OnX has become one of North America's foremost enterprise data centre infrastructure and solutions
providers. Headquartered in Toronto, OnX operates in more than 22 locations across North America and the United
Kingdom and employs more than 4,600 people. OnX also owns four data centres and more than 40 colocation
centres across the world. As part of Cincinnati Bell, OnX is a primary component of Cincinnati Bell's IT services and
hardware division.

OnX provides several industry-relevant services, including building virtualized and scalable solutions through its
next-generation data centre, IT as a service and hybrid cloud solutions, information and management analytics and
end user experience and mobility services. Over the five years to 2022, the company has relied on its long-time
partner Cisco Systems Inc. (Cisco) to create the Vblock Infrastructure Platform. The platform provides OnX with the
technology basis for its cloud offerings. These services have propelled the company's growth over the five years to
2022.

IBISWorld analysis indicates that the company has expanded since entering the Canadian market, increasing its
market share to 1.3% in 2022. The company is projected to generate $122.5 million in industry-relevant revenue in
2022, positioning it among industry leaders in the industry. Despite the COVID-19 (coronavirus) pandemic, the
company has still been able to prosper due to increased demand for data storage.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Data Processing and Hosting Services industry in
Canada has a high level of capital intensity. For every
$1.00 spent on industry wages in 2022, the average
industry company allocates an estimated $0.38 to capital
investment, compared with $0.37 in 2017. Capital costs
consist of facilities, servers, software and office equipment.
Industry wages are divided between computer operations
and office and administrative support occupations. Overall,
industry performance is contingent upon investment in
expensive computers and specialized software and
technically proficient employees that command high
salaries.

As operators continue to make investments in new
computing equipment, the price of computers and
peripheral equipment has increased over the five years to
2022. However, the industry's spending on capital has
increased due to the growing nature of this industry. Due to
increasing prices for computing equipment, technological
advances have forced operators to make more purchases
of these goods over the past five years to remain
competitive. Since this trend is expected to continue over
the five years to 2027, some companies may seek to offset
new capital spending by leasing equipment. By leasing
equipment, operators are able to avoid the high
depreciation expenses associated with the short life cycles
of technological products.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential 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.

Low Innovation
Concentration

Unlikely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

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

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

High Market
Concentration

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

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

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

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

The Data Processing and Hosting Services industry in Canada is exposed to
constant changes in technology and to several potential technological
disruptions that shift away demand for the industry's services.

For example, edge computing paradigms have the potential to increase the efficiency of the industry, but they may pose a
challenge to operators that work on cloud computing models for data storage. This applies to overall shifts in technology
that could hurt operators with fixed assets that could become displaced or increasingly obsolete. Moreover, the changes in
technology can bring new forms of processing and hosting platforms that could hurt demand for the industry in the long run.
This exposure to potential technological disruptions forces operators to remain flexible amid significant changes.

The level of technology change is    High

  The Data Processing and Hosting Services industry in Canada uses computer
hardware and software and telecommunications.

Therefore, it is exposed to the technological advancements of all of those industries, which are rapidly developing new
products, services and strategies. For example, most industry operators have adopted cloud technology. The cloud refers
to the virtualization of many computing resources into a single logical computing entity whose resources can then be re-
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virtualized into any number of logical computing entities. Advances in software rather than hardware largely drive the push
toward cloud computing. Virtualization software is a major component, as are new file systems and database management
systems designed to take advantage of this style of server architecture by distributing data and the examination of data
across multiple computers.

In addition, new trends in technology include edge computing, which involves computation largely performed on nodes
known as smart devices or edge devices as opposed to cloud computing, which takes place in a centralized cloud
environment. Edge computing is used in the Internet of things (IoT) trend and significantly reduces the volume of data that
must be moved, thus reducing traffic and transmission costs. Additionally, water cooling has expanded, which is important
in ensuring data processing hardware does not overheat, a problem that has worsened as computing power increased.
Lastly, artificial intelligence affects this industry as well and can be implemented in data centres to coordinate the various
components involved in operating a data centre.

Revenue
Volatility

The level of volatility is    Medium

  The Data Processing and Hosting Services industry in Canada has been
subject to a moderate level of revenue volatility over the five years to 2022.

Customers typically subscribe to hosting services, meaning that revenue is steady and constant. Still, the price of
computers, peripheral equipment and many industry services have declined due to increased competition and decreased
input prices. Since the quantity of data required continues to grow, industry price declines are typically met with increased
demand from customers. In addition, new services, such as cloud storage and the software as a service (SaaS) delivery
system, have led to revenue growth for the industry in recent years. Over the past five years, revenue is expected to
increase considerably, rising as much as 20.3% in 2019 and declining as much as 0.3% in 2020, resulting in an average
8.6% fluctuation in revenue year-over-year. With industry revenue projected to grow more steadily over the five years to
2027, volatility will likely decline slightly.

Regulation &
Policy

The level of regulation is    Light and the trend is Increasing

The overall level of regulation surrounding activity by the Canadian Data
Processing and Hosting Services industry is regarded as light, but is gradually
increasing, primarily as a result of greater access and usage of personal
information.

The blurred lines of consumer privacy against the presence of enormous corporations that collect and manipulate data such
as Facebook Inc. (Facebook) or Google LLC is increasingly difficult to navigate. Data breaches in the United States have
prompted action by the Federal Trade Commission (FTC), which is expected to serve its largest fine ever to Facebook.
Corporations that use and manipulate consumers data have come under scrutiny in Canada as well, evidenced by an April
2019 announcement from the Office of the Privacy Commissioner that it plans to take Facebook to federal court and seek
an order to force the company to change its privacy practices.
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In Canada, standard intellectual property regulations exist to ensure a company's proprietary software is not lost to
competitors. Failure to protect such technology could lead to a loss of valuable assets and competitive advantage. Software
companies protect their proprietary information through the use of patents, copyrights, trademarks, trade secret laws,
confidentiality procedures and contractual provisions. Copyrights in Canada are governed by the Copyright Act of 1921 that
was amended in 1988 to include computer programs as works protected under copyright. Software companies are also
subject to antitrust laws, enforced by the Competition Bureau.

COVID-19

In 2020, government-mandated temporary closures of nonessential
businesses due to the COVID-19 (coronavirus) pandemic, which significantly
affected downstream demand for industry operators.

However, despite these temporary closures, industry operators have still endured increased demand since people have
been working from home more and have required quick services.

Industry
Assistance

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

The Data Processing and Hosting Services industry in Canada does not
receive any direct assistance in the form of protectionist tariffs.

Moreover, a portion of industry revenue is derived from government clients at the municipal, provincial and federal level,
which is another indirect form of government assistance. However, industry operators can receive funding assistance and
tax incentives for their work in the technology sector more broadly, although this does not always apply to every industry
operator. For example, in 2017, the Pan-Canadian Artificial Intelligence Strategy was introduced, which sets aside $125.0
million in federal funding for academics and researchers in the field of artificial intelligence, which is a crucial aspect of
industry operations.

At the provincial level, crucial tax incentives and subsidies are greatly important to industry operators, particularly new
entrants that may struggle to finance their projects. Notable and long-standing subsidies such as the Jobs and Prosperity
Fund and Ontario Innovation Tax Credit, as well as the Mitacs fund and the BC Tech Fund, have strived to protect and
encourage investment in data processing services. The increasing dependency on technological innovation and rising
education levels throughout the nation are projected to continually expand the options for government assistance in the
future.

Industry associations

The industry also receives support from a variety of associations. Globally, the industry is assisted by the Software &
Information Industry Association (SIIA), which aggressively promotes and protects the interests of its member companies in
legal and public policy debates by working with domestic and international policymakers and participating in landmark legal
decisions. The International Technology Association of Canada (ITAC), meanwhile, champions the development of a robust
and sustainable digital economy in Canada. ITAC provides its members with advocacy, networking and professional
development services. There are also organizations that advocate on behalf of particular facets of industry operations such
as NextAI and Canada.ai, which both focus on artificial intelligence and machine learning strategies and practices.

Economic response

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

With more than 75.0% of establishments employing fewer than 20 workers in 2022, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.

Furthermore, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), have been mandated to implement the Government of Canada's Large Employer
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Emergency Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic Development Canada and
the Department of Finance. With CDEV and CEEFC now being a part of Canada's COVID-19 Economic Response Plan,
the LEEFF program will provide emergency funding support for large Canadian enterprises experiencing financial
challenges during the pandemic. This support is limited to businesses generating $300.0 million or more in annual revenue
and require a minimum loan size of approximately $60.0 million.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
disposable
income ($)

2013 4,882 2,607 3,202 2,940 18,227 N/A N/A 1,534 N/A 29,342
2014 4,739 2,668 3,468 3,208 19,624 N/A N/A 1,660 N/A 29,430
2015 5,656 3,088 3,507 3,263 18,652 N/A N/A 1,802 N/A 30,157
2016 6,574 3,407 3,362 3,136 19,040 N/A N/A 1,956 N/A 29,674
2017 6,667 3,731 3,282 2,930 19,601 N/A N/A 2,021 N/A 30,400
2018 7,335 3,962 3,225 2,876 18,923 N/A N/A 1,997 N/A 30,440
2019 8,823 4,173 3,077 2,737 20,157 N/A N/A 1,967 N/A 30,628
2020 8,800 4,137 3,177 2,830 22,509 N/A N/A 2,477 N/A 32,862
2021 9,055 5,383 3,243 2,888 26,360 N/A N/A 3,203 N/A 33,299
2022 9,359 5,520 3,269 2,904 27,174 N/A N/A 3,304 N/A 32,696
2023 9,601 5,560 3,284 2,912 27,930 N/A N/A 3,395 N/A 32,758
2024 9,792 5,722 3,304 2,925 28,622 N/A N/A 3,475 N/A 32,885
2025 9,954 5,852 3,328 2,944 29,276 N/A N/A 3,550 N/A 33,215
2026 10,109 5,961 3,359 2,970 29,988 N/A N/A 3,631 N/A 33,602
2027 10,265 6,054 3,405 3,010 30,706 N/A N/A 3,711 N/A 34,063

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
disposable
income (%)

2013 3.59 5.66 25.4 24.5 10.5 N/A N/A 5.55 N/A 1.58
2014 -2.95 2.36 8.30 9.11 7.66 N/A N/A 8.18 N/A 0.30
2015 19.4 15.7 1.12 1.71 -4.96 N/A N/A 8.60 N/A 2.46
2016 16.2 10.3 -4.14 -3.90 2.08 N/A N/A 8.49 N/A -1.61
2017 1.41 9.52 -2.38 -6.57 2.94 N/A N/A 3.35 N/A 2.44
2018 10.0 6.18 -1.74 -1.85 -3.46 N/A N/A -1.19 N/A 0.13
2019 20.3 5.31 -4.59 -4.84 6.52 N/A N/A -1.51 N/A 0.61
2020 -0.26 -0.87 3.24 3.39 11.7 N/A N/A 25.9 N/A 7.29
2021 2.89 30.1 2.07 2.04 17.1 N/A N/A 29.3 N/A 1.32
2022 3.36 2.54 0.80 0.55 3.08 N/A N/A 3.14 N/A -1.81
2023 2.58 0.73 0.45 0.27 2.78 N/A N/A 2.74 N/A 0.18
2024 1.99 2.90 0.60 0.44 2.47 N/A N/A 2.38 N/A 0.38
2025 1.64 2.27 0.72 0.64 2.28 N/A N/A 2.15 N/A 1.00
2026 1.56 1.86 0.93 0.88 2.43 N/A N/A 2.25 N/A 1.16
2027 1.53 1.55 1.36 1.34 2.39 N/A N/A 2.22 N/A 1.37

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 53.4 N/A N/A 268 31.4 5.69 84,166
2014 56.3 N/A N/A 241 35.0 5.66 84,570
2015 54.6 N/A N/A 303 31.9 5.32 96,633
2016 51.8 N/A N/A 345 29.7 5.66 102,705
2017 56.0 N/A N/A 340 30.3 5.97 103,117
2018 54.0 N/A N/A 388 27.2 5.87 105,544
2019 47.3 N/A N/A 438 22.3 6.55 97,589
2020 47.0 N/A N/A 391 28.2 7.08 110,063
2021 59.4 N/A N/A 344 35.4 8.13 121,521
2022 59.0 N/A N/A 344 35.3 8.31 121,587
2023 57.9 N/A N/A 344 35.4 8.50 121,540
2024 58.4 N/A N/A 342 35.5 8.66 121,424
2025 58.8 N/A N/A 340 35.7 8.80 121,273
2026 59.0 N/A N/A 337 35.9 8.93 121,068
2027 59.0 N/A N/A 334 36.2 9.02 120,866

Figures are inflation adjusted to 2022



Data Processing & Hosting Services in Canada February 2022

40 IBISWorld.com

Additional Resources
Additional
Resources

Software & Information Industry Association
http://www.siia.net

Information Technology Association of Canada
http://www.itac.ca

Canadian Association of Management Consultants
http://www.cmc-canada.ca

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

Industry Jargon APPLICATION SERVICE PROVIDER (ASP)
A business that provides computer-based services to customers over a network.

ARTIFICIAL INTELLIGENCE (AI)
Connected to machine learning, refers to technology that can learn on its own, perceiving its environment and
reacting to external stimuli.

CLOUD COMPUTING
Computing model in which companies' computer applications are hosted in outside servers accessible via the
internet and managed by third-party operators.

DATA WAREHOUSING
The collection of data and the establishment of a common format for different data sets to permit them to work
together and be stored in one place.

INFORMATION TECHNOLOGY (IT)
The acquisition, processing, storage and dissemination of vocal, pictorial, textual and numerical information by
microelectronics-based computing and telecommunications.

MACHINE LEARNING
A branch of computer science that uses statistical methods to give computers the ability to improve performance
with data without being programmed to do so each time new data is inputted.

OUTSOURCING
To procure goods or services under contract with an outside supplier.

SOFTWARE AS A SERVICE (SAAS)
Software that is deployed over the internet and runs behind a firewall in a person's local area network or personal
computer.

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
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and executives within the industry.

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

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

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

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

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

INDUSTRY REVENUE
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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