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COVID-19
(Coronavirus)
Impact Update

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

• The Payroll and Bookkeeping Services industry in Canada relies on high amounts of business activity to generate
revenue. The number of businesses is forecast to fall in 2020, cutting into revenue severely over that year. For more
detail, please see the Current Performance chapter.

• As a result of these failing businesses, demand is expected to fall due to the smaller market for industry services.
For more detail, please see the Demand Determinants chapter.

• Market share concentration is forecast to temporarily grow due to the COVID-19 (coronavirus) pandemic, as larger
operators are better positioned to weather the economic storm. For more detail, please see the Market Share
Concentration chapter.

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

employees. Basic bookkeeping services are also covered in this report. This industry does not include tax
preparation firms and certified public accountants (CPAs).

Major Players Ceridian

ADP Inc.

Main Activities The primary activities of this industry are:

Payroll administration services

Bookkeeping services

The major products and services in this industry are:

Payroll administration

Bookkeeping and billing services

Other payroll services
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Supply Chain

SIMILAR INDUSTRIES

Accounting Services in Canada Tax Preparation Services in
Canada

Human Resources & Benefits
Administration in Canada

Employment & Recruiting Agencies
in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Accounting Services Payroll & Bookkeeping Services
in the US

Accounting Services in Australia Facilities Management and Other
Office Administrative Services in
Australia

Auditing, Accounting & Tax
Services in China

Bookkeeping in the UK Accounting Services in New
Zealand

Office Administration and Document
Preparation Services in New
Zealand

Accountancies and Tax
Consultants in Ireland
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Industry at a Glance
Key Statistics

$5.7bn
Revenue

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

 

$2.1bn
Profit

Annual Growth

2016–2021

1.4%

  Annual Growth

2016–2021

 

37.5%
Profit Margin

Annual Growth

2016–2021

0.9pp

  Annual Growth

2016–2021

 

20,674
Businesses

Annual Growth

2016–2021

0.3%

Annual Growth

2021–2026

1.5%

Annual Growth

2016–2026

 

29,066
Employment

Annual Growth

2016–2021

-1.7%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

$1.8bn
Wages

Annual Growth

2016–2021

-1.5%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9pp
National unemployment rate

3.4%
Corporate profit

0.2%
Number of businesses

2.2%
Number of households earning
$100K or more

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium

NEGATIVE IMPACT

  Industry Assistance
None / Steady   Barriers to Entry

Low / Steady

  Competition
High / Increasing

 

Key Trends

 The past five years have been characterized by a broad
economic expansion that has boosted industry demand

 Industry profit is expected to grow

 The industry primarily consists of small companies

 The number of businesses in Canada strongly foments
demand for the industry's services

 Technological advancements are expected to be key to
attract new customers

 Smaller industry operators will increasingly compete with
larger operators

 Solid performance of the economy has supported the growth
of the industry over the past five years
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  None & Steady Level of Assistance

  High Competition

  High Customer Class Concentration

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  Corporate profit

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Number of businesses
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Executive Summary Base value: New technologies are expected to aid the industry

The Payroll and Bookkeeping Services industry in Canada is expected to experience slight expansion over the five
years to 2021. This industry includes companies that focus on the provision of payroll processing and bookkeeping
transactions for other businesses. This enables time-scarce managers and businesses to focus on their core
functions rather than minor administrative tasks such as payroll processing. The act of outsourcing business
functions has become increasingly common over the past five years, which has increased demand for the industry's
services. Additionally, favourable macroeconomic trends through much of the period have spurred demand and
supported revenue growth. As a result, industry revenue is expected to grow an annualized 0.9% to $5.7 billion over
the five years to 2021, with growth of 2.5% in 2021 alone as corporate profit improves and demand for services
grows as new businesses enter the economy, which is forecast to begin its recovery from the COVID-19
(coronavirus) pandemic.

Corporate profit across the general economy has been volatile over the past five years. However, a solid
performance of the economy has supported the growth of the industry during the period. While the unemployment
rate is forecast to grow during the current period, it had reached all-time lows prior to the pandemic, which also
slowed growth in the number of businesses in Canada. These factors have spurred demand for payroll and
bookkeeping professionals since more businesses and more employees increase the pool of clients the industry can
serve. Additionally, industry players have increasingly offered cloud-based online platforms that have drastically
increased the ease of use for clients, causing more companies to invest in payroll solutions despite profit concerns.
Online portals enable clients to access and edit their payroll, bookkeeping and employee-service details online.

The industry is expected to experience steady growth over the five years to 2026, as the number of businesses in
Canada and corporate profit trend upward. In the absence of any major downturns, industry volatility should decline
with the industry expanding in line with the overall economy. New technologies, such as internet-based employee
portals that encourage self-service, are also expected to aid the industry, as more companies elect to have
employees handle their own benefits. Overall, industry revenue is expected to grow an annualized 2.6% to $6.5
billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Number of businesses

The number of businesses measures the number of private employer business establishments. Many businesses
outsource payroll and bookkeeping services, as this enables them to focus on core business functions. Therefore,
as the number of businesses increases, demand for the industry's services also rises. The number of businesses is
expected to increase in 2021, representing a potential opportunity for the industry.

 

Corporate profit

Corporate profit refers to the corporate profit earned across all industries. An increase in overall profit causes
industry revenue to grow as more businesses can afford to outsource payroll and bookkeeping services. Corporate
profit is expected to increase in 2021. However, corporate profit is expected to remain volatile, which poses a
potential threat to the industry.

 

National unemployment rate

The unemployment rate measures the proportion of Canadians over the age of 16 who are currently unemployed
and seeking work. This measure does not account for individuals that have given up on searching due to a lack of
opportunities or otherwise. A decline in unemployment reflects an increase in the number of employees, which
drives industry revenue through its payroll services. The national unemployment rate is expected to decrease in
2021.

 

Number of households earning $100K or more

The number of households earning $100,000 or more measures the number of high-income earners in Canada.
Individuals account for an estimated one-tenth of industry revenue and high-income earners are more likely to
demand special assistance regarding bookkeeping and specialized reports and tax assistance. The number of
households earning $100,000 or more is expected to increase in 2021.
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Current
Performance

The Payroll and Bookkeeping Services industry in Canada is composed of
businesses that generate income through the decision of businesses to
outsource administrative tasks.

These businesses outsource payroll processing and bookkeeping services so that they can contribute more time
focusing on core business functions rather than on ancillary tasks. Business outsourcing has become increasingly
common over the past decade, particularly as businesses try to become more efficient and streamlined. This
ongoing trend, coupled with supportive macroeconomic conditions that have improved demand, has driven the
industry's expansion over most of the five years to 2021. However, the COVID-19 (coronavirus) pandemic and the
associated economic conditions, including the closure of many businesses and depressed corporate profit, are
expected to sharply cut into revenue in 2020. Overall, industry revenue is forecast to grow an annualized 0.9% to
$5.7 billion during the five-year period. Revenue is forecast to rise 2.5% in 2021 alone as the economy begins to
recover from the pandemic, leading to many new businesses and recovering corporate profit.

THE CHOICE TO OUTSOURCE

Processing payroll and managing bookkeeping services can be difficult
for businesses, whether they have only a small number of employees or
many in different offices.

Outsourcing enables businesses to focus on their core functions and avoid any possible implications of an incorrect
filing that may lead to penalties, such as those pertaining to tax-filing omissions. Operators that outsource generally
have done so to be more cost-effective and to reduce full-time employees hired by the company. In addition,
outsourcing enables businesses that are sensitive with employee wage information to be handled by third parties
that are dedicated to safeguard data and maintain data secure.

Electronic services are opening up the use of payroll outsourcing to a range of new businesses of various sizes.
Small enterprises have increasingly resorted to outsourcing these services in efforts to improve cost efficiency and
grow their business. Nonetheless, medium- to large-sized businesses represent the largest market for industry
operators, as these companies aim to streamline operations and focus on the provision of core services. For
example, companies in the manufacturing and healthcare sectors would rather focus on their core tasks, as
opposed to hiring a separate employee or department to handle payroll and bookkeeping. This has helped drive
growth during the current period by increasing demand for the industry's services, as fewer companies have elected
to complete their own payrolls and complete bookkeeping internally.

TECHNOLOGY AND ECONOMIC INDICATORS

The past five years have been characterized by a broad economic
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expansion that has boosted demand for the industry's services, aside
from 2020.

Economic conditions during most of the period were conducive to industry expansion as the number of businesses
increased, while unemployment continued to decline. However, the operating environment for many businesses
changed the coronavirus pandemic emerged, which contributed to declines in corporate profitability of 9.4% in 2020.
Moreover, overall business confidence took a hit, as the decisions that businesses make are often predicated upon
expected profit. To counteract the severe decline in profitability, businesses cut the size of their workforces to
contain costs. As the size of clients' workforces shrunk, fees earned from these clients shrunk as well. In addition to
workforce cuts, some businesses chose to handle payroll needs internally to further minimize costs. All these factors
contributed to the industry's decline in 2020.

However, the declining unemployment rate through much of the period has boosted demand for payroll and
bookkeeping services alongside the growth in the number of businesses in Canada. As businesses hire more staff
members, they are more likely to outsource payroll and bookkeeping, which drives new revenue growth.
Additionally, even though companies have not had the steadily growing profit figures that often lead to more
spending on industry services, operators have rolled out more cloud-based online portals for their clients. These
self-service portals are much more user-friendly and have encouraged more businesses to invest in these
convenient services, even when profit is pressured. Additionally, corporate profit started to recover significantly in
2017, which has supported industry revenue growth since. Additionally, this growth has enabled industry operators
to remain highly profitable over the five years to 2021, as profit, measured as earnings before interest and taxes, is
expected to grow to reach 37.5% of revenue in 2021.

INDUSTRY EXPANSION

The industry primarily consists of small companies that are either owner-
operated or have only a few employees.

In fact, according to 2020 data from Statistics Canada, an estimated 74.3% of establishments were nonemployers
and 95.5% of all companies had fewer than five staff members. These figures have remained steady over the five
years to 2021, as the trend toward outsourcing resulted in many employed bookkeepers to continue working as
independent businesses or contractors. As a result, the number of industry establishments is expected to grow an
annualized 0.3% to 20,674 locations over the five years to 2021. Barriers to entry are low for this industry, which has
enabled many smaller operators to enter the industry and capitalize on the growing trend of online employee
platforms. However, increasing automation within the industry as software becomes more advanced has caused
wages to fall an annualized 1.5% to reach $1.8 billion over the five years to 2021.

REGULATORY EASING

In recent years, the legislature has moved toward reducing the payroll-
related administrative burden on Canadian employers, which is likely to
continue affecting the industry in the coming years.

Current industry efforts, such as recommendations by the Canadian Payroll Association, are aimed at the legislative
change that would make it standard practice for employers to provide T4s to employees electronically, rather than
on paper. This particular practice could provide employers with annual savings of over $10.0 million. While having
less administrative burden provides employers with less reason to outsource administrative tasks, IBISWorld
expects the industry to adapt and continue to provide value-added services to employers. Therefore, the trend
toward relaxed regulation is not expected to significantly threaten the industry.
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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)

Number of
businesses

(Million)
2012 4,625 3,327 15,378 15,268 23,941 N/A N/A 1,520 N/A 1.21
2013 4,791 3,672 18,627 18,487 29,098 N/A N/A 1,819 N/A 1.22
2014 4,985 3,794 19,461 19,306 30,598 N/A N/A 1,940 N/A 1.24
2015 5,330 4,044 19,967 19,800 31,330 N/A N/A 2,028 N/A 1.25
2016 5,465 4,078 20,523 20,345 31,745 N/A N/A 1,985 N/A 1.27
2017 5,543 4,051 20,464 20,279 30,969 N/A N/A 1,964 N/A 1.27
2018 5,704 4,162 21,086 20,878 30,563 N/A N/A 2,004 N/A 1.28
2019 5,901 4,345 21,132 20,894 29,495 N/A N/A 1,874 N/A 1.31
2020 5,574 4,027 20,543 20,305 28,543 N/A N/A 1,804 N/A 1.25
2021 5,713 4,086 20,926 20,674 29,066 N/A N/A 1,840 N/A 1.28
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Industry Outlook
Outlook Steadily improving corporate profit and a rising number of businesses in

Canada are expected to underpin growth in the Payroll and Bookkeeping
Services industry in Canada over the five years to 2026, as businesses
will likely continue outsourcing payroll and other noncore functions to
third parties.

Furthermore, new technology will provide greater incentive for a variety of businesses to begin outsourcing payroll
as online systems provide more convenient and potentially lower-cost services. The high level of competition that
characterizes the industry will likely encourage operators to lower prices to remain competitive. As a result,
companies unable to effectively lower their prices may lose clients or get forced out of the industry altogether, which
is expected to constrain growth over the next five years. However, corporate profit and the number of businesses in
Canada are both forecast to resume growing, which will likely increase the market for industry services. As a result,
industry revenue is expected to grow an annualized 2.6% to $6.5 billion over the five years to 2026 as the economy
recovers from the COVID-19 (coronavirus) pandemic.

BUSINESS GROWTH DRIVES INDUSTRY

The number of businesses in Canada strongly foments demand for the
industry's services and is expected to continue rising consistently over
the next five years.

Stronger economic performance in the United States, Europe and China will support Canadian companies, while
increased corporate profit and relatively low interest rates also encourage new entrants into the overall economy.
The total number of businesses in Canada is projected to grow an annualized 1.1% over the five years to 2026,
providing an increased number of companies that require outsourced payroll services. The trend of outsourcing is
expected to remain, particularly as growing operators focus on their core functions. Cost controls will continue to be
a point of emphasis for many companies, so industry operators that are able to provide cost-effectiveness to clients
will hold the strongest competitive advantage in the industry. Corporate profit is expected to grow an annualized
2.2% over the next five years, which is likely to support the trend toward outsourcing.

TECHNOLOGICAL OPPORTUNITIES

Technological advancements are expected to be key to attract new
customers and instituting cost-effective payroll and bookkeeping
services.

Employee self-service portals and new technologies are expected to experience the strongest demand over the next
five years. Internet-based portals and software that enable employees and employer administrators to access
payroll information via secure internet sites are expected to be highly successful. Businesses are increasingly using
the internet to improve efficiency. The convenience of going paperless, have all transactions recorded automatically
online and reduce employee inquiries through online information will continue to be highly demanded. Furthermore,
employers will have less work to complete as many employees will be able to handle benefits administration without
requiring direct assistance from managers. This includes entering sick leave, vacation time and other vital
information.
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INDUSTRY STRUCTURE

The number of industry operators is projected to continue growing, rising
an annualized 1.5% to 22,320 companies over the five years to 2026.

Revenue growth is expected to continue attracting new entrants, which will likely cause a rise in competition, placing
downward pressure on the industry profit margin. The number of industry employees is also expected to increase
alongside enterprise growth. The number of industry employees is projected to increase an annualized 1.8% to
31,819 workers over the next five years. Of this growth, a significant portion is projected to come from sole
proprietorships entering the industry. The larger players in this industry will likely acquire smaller companies that
develop new technologies that are useful in the provision of payroll and bookkeeping services and can add to
operators' bottom lines, but market concentration is expected to remain stable.

RISING EXTERNAL COMPETITION

Smaller industry operators will increasingly compete with larger operators
that offer a full suite of human resource and business administration
outsourcing services.

Large recruiting agencies, temp agencies and professional employer organizations are beginning to offer similar
services to payroll and bookkeeping services companies. These businesses aim to create one-stop shops for the
outsourcing of human resources and business administration duties. Competition from other operators in the Human
Resources and Benefits Administration industry in Canada (IBISWorld report 56111CA) is expected to increase over
the five years to 2026, potentially limiting growth for payroll and bookkeeping services professionals.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Number of
businesses

 (Million)
2021 5,713 4,086 20,926 20,674 29,066 N/A N/A 1,840 N/A 1.28
2022 5,887 4,212 21,314 21,039 29,664 N/A N/A 1,881 N/A 1.30
2023 6,054 4,335 21,678 21,381 30,224 N/A N/A 1,920 N/A 1.31
2024 6,212 4,452 22,009 21,690 30,751 N/A N/A 1,957 N/A 1.33
2025 6,358 4,559 22,356 22,019 31,276 N/A N/A 1,993 N/A 1.34
2026 6,504 4,667 22,675 22,320 31,819 N/A N/A 2,030 N/A 1.35
2027 6,648 4,771 23,015 22,642 32,407 N/A N/A 2,069 N/A 1.37
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is expected to grow at the same pace as the Canadian economy

Operators are focusing on improving operating efficiencies rather than introducing new products
or developing new technologies

The industry has stable, clearly segmented product groups

The Payroll and Bookkeeping Services industry in Canada is in the mature phase of its life cycle. The industry is
reliant on the overall state of the economy and is affected by cyclical fluctuations in employment and business
growth. However, the need for payroll services remains essential. Therefore, the industry weathered the volatility of
the five years to 2021. Industry value added (IVA), which measures an industry's contribution to the overall
economy, is projected to increase an annualized 1.4% over the 10 years to 2026, while the overall economy is
expected to grow an annualized 1.7% during the same period. The industry tends to perform in line with the overall
economy, which is indicative of a mature industry.

Industry operators are focusing on improving operating efficiencies rather than introducing new services or
developing new technologies. The general concept of payroll and bookkeeping services has remained the same
over the past five years, despite the fact that many operators are upgrading computer systems and software to
improve operating efficiency. Some companies such as Automatic Data Processing Inc. are making it easier for
clients to access information via an online database to reduce the labour required for client demands.

The industry's services are stable, clearly segmented groups and have not changed over the past five years. Payroll
administration and bookkeeping services remain the industry's two largest service segments. Despite some other
miscellaneous services such as billing services and financial statement review, the general services offered by the
industry remain stable and are expected to remain so over the foreseeable future.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Agriculture, Forestry, Fishing and Hunting In Canada

Information In Canada

Administration, Business Support & Waste Management
Services

Accommodation and Food Services In Canada

Wholesale Trade In Canada

Manufacturing In Canada

Retail Trade In Canada

Other Services (except Public Administration) In Canada

Educational Services In Canada

Real Estate and Rental and Leasing In Canada

Construction In Canada

Public Administration in Canada

Transportation and Warehousing In Canada

Healthcare and Social Assistance In Canada

Finance and Insurance In Canada

Professional, Scientific and Technical Services In
Canada

Mining In Canada

Arts, Entertainment and Recreation In Canada

Key Selling Industries
1st Tier

Office Supply Stores in Canada

Computer & Packaged Software Wholesaling in Canada

Commercial Leasing in Canada

Electric Power Transmission in Canada

2nd Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Office Stationery Wholesaling in Canada

Non-residential building construction In Canada

Products & Services

  The Canadian Payroll and Bookkeeping Services industry primarily
provides payroll administration and bookkeeping services.

While many industry players have expanded their product base to include a range of human resource management
services, these services are not included in industry revenue. The economy has experienced overall growth over the
five years to 2021 despite a downturn prior to the period that continued into 2016. A decline in the unemployment
rate through much of the period, coupled with an increase in the number of businesses and jobs, has stimulated
demand for industry services.

PAYROLL ADMINISTRATION
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Payroll administration services include preparing and processing
employees' wages and salaries, in addition to ensuring adherence to
specific federal and provincial legislative requirements.

Payroll administration is driven by the number of employees working in the economy. Due to the diverse needs of
clients, industry players offer a range of payroll administration services.

The payroll administration segment performed well over much the five years to 2021. As the economy entered a
growth phase, the national unemployment rate declined through much of the period, before growing sharply in 2020
to an anticipated 9.5%. Additionally, corporate profit followed a similar pattern, increasing an annualized 3.4% over
the past five years. Growth in the number of businesses, combined with increases in corporate profit, buoyed
demand for industry services. Many businesses treat industry services as luxuries and are less likely to use these
services if corporate profit is low. As a result, these factors generally drive the performance of this segment since the
industry is reliant on strong business activity. Overall, the share of industry revenue generated by this segment has
remained steady. The payroll administration segment is expected to comprise 67.3% of industry revenue in 2021.

BOOKKEEPING AND BILLING SERVICES

Bookkeeping services include maintaining financial records for clients
and may require some accounting knowledge or qualifications, as it
involves maintaining and updating accounting records, particularly for
expenditure, receipts and debtors and creditors.

Billing services include issuing bills to customers and maintaining records of receipts. For larger clients, bookkeeping
services are often divided according to one particular area, such as accounts receivable or accounts payable.
Bookkeeping software has made it easier for businesses to conduct bookkeeping activities in-house. With
technological improvement making this process increasingly seamless, it is becoming easier to automate
bookkeeping processes. Overall, this segment's share of industry revenue has remained steady during the five-year
period. IBISWorld forecasts that bookkeeping and billing services will account for 28.5% of revenue in 2021.

OTHER PAYROLL SERVICES

Industry operators also provide a variety of miscellaneous services, such
as certain payroll consulting services, tax planning and financial
statement review.

Other payroll services are expected to account for 4.2% of revenue in 2021. Companies typically perform these
activities in conjunction with payroll and bookkeeping services.

Demand
Determinants

Demand for services from the Payroll and Bookkeeping Services industry
in Canada is closely aligned with changes in the economy and the
business environment.

Businesses have increasingly outsourced back-office activities, such as payroll and bookkeeping, in an effort to
dedicate more resources to core activities. This trend has been evident in the payroll segment of the industry as
rising employee regulation and legislation has led to complex employee deduction and benefit payments schemes.
This effect can be exacerbated should companies operate across many states.

Demand for payroll and bookkeeping services is also determined by economic changes and employment growth.
The number of businesses operating in the economy affects the pool of potential clients and the number of
employees being paid by industry providers. The number of businesses in Canada has grown an annualized 0.2%
over the five years to 2021, which increased demand for the industry's services. The Canadian economy emerged
from the global financial crisis with ease and while many companies in other countries quickly brought payroll and
bookkeeping services back in-house, particularly in the United States, the trend was not as significant in Canada.

Demand for the industry's services is also affected by competition from similar industries such as Human Resources
and Benefits Administration in Canada (IBISWorld report 56111CA), Accounting Services in Canada (54121cCA)
and Tax Preparation Services in Canada (54121dCA).

COVID-19 (coronavirus) is expected to cut into demand for industry services. The number of businesses is forecast
to have shrunk 4.4% in 2020 and as industry operators generate more than 70.0% of revenue from businesses, that
represents a large decline in the industry's market. Additionally, more businesses opted to bring industry services in-
house to cut costs, further cutting into demand for industry services.
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Major Markets

  Services provided by the Payroll and Bookkeeping Services industry in
Canada are vital to all businesses that seek to reduce costs and efforts
regarding payroll processing and bookkeeping transactions.

  Private businesses, individuals, government bodies and nonprofit organizations all require industry services.
However, the industry is highly reliant on the private sector rather than the public.

BUSINESSES

The private sector accounts for the vast majority of demand for payroll
and bookkeeping services.

Businesses are estimated to account for 72.8% of revenue generated by the industry in 2021. Businesses outsource
payroll and bookkeeping services to track employee activity and ensure that all payments and other benefits meet
regulation and taxation requirements. Furthermore, bookkeeping services enable companies to track the volume
and detail of each financial transaction professionally.

The most notable sources of industry revenue are manufacturing companies, retail businesses and healthcare
providers, accounting for over half of all industry revenue. Businesses in these industries demand professional
payroll services to focus on their core functions rather than hiring a separate department. Companies in these
industries are typically focused on specialized tasks that are unrelated to professional services. As a result, they
prefer to outsource human resource tasks such as payroll and bookkeeping services. Some sectors of the economy
are under-represented, such as financial institutions, due to the high level of services conducted in-house.

The private sector has declined as a proportion of revenue over the five years to 2021. This sector's share of
revenue oscillates, as in lean times, businesses cut expenses and reduced the size of their workforces, which cut
demand for payroll and bookkeeping services. However, when corporate profit and business activity increase, the
private sector increases spending and new businesses usually enter the economy.

INDIVIDUALS AND HOUSEHOLDS

Individuals and households are expected to account for 18.4% of industry
revenue in 2021.

Individuals primarily use bookkeeping services, yet may also request professional assistance from payroll
specialists, including specialized reports and tax consulting and assistance. Individuals and households have grown
as a proportion of industry revenue over the past five years. Demand from individuals has been boosted as
employment levels have improved over the five years to 2021 and the number of individuals with incomes above
$100,000 has increased during the period, which foments demand for these services.

GOVERNMENT AND NONPROFIT ORGANIZATIONS

Government and nonprofit organizations comprise a small proportion of
revenue since most have in-house solutions.
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Government and nonprofit organizations are estimated to account for 8.8% of revenue in 2021. Demand from
government bodies remained relatively constant during the five-year period. Meanwhile, nonprofit organizations
have retained a steady share of industry revenue.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Canadian Payroll and Bookkeeping Services industry is largely made up of small companies and nonemployers
that operate locally, indicating little to no international trade activity. Moreover, industry operators are required to
have extensive knowledge of local legislation, regulation and procedures in regard to tax and benefit laws. Some
large companies, such as Automatic Data Processing Inc. (ADP), operate across a range of international markets.
However, ADP's Canadian revenue accounts for less than 10.0% of the company's consolidated revenue.

Business
Locations

  The geographic distribution of establishments in the Canadian Payroll and Bookkeeping Services industry closely follows
population trends. Operators are primarily based near population centres as this generally indicates business density. To this end,
the industry's largest geographic regions include Ontario, Quebec, British Columbia and Alberta.

Ontario

With 38.8% of Canada's population, Ontario accounts for the bulk of industry establishments at 39.3% in 2021. Operators in the
region are likely to be larger and employ a greater number of workers, as evidenced by Automatic Data Processing Inc.'s
Canadian headquarters in Toronto. The region also contains many smaller businesses operating locally that require payroll and
bookkeeping services.

Quebec

Quebec is Canada's second-most populous province, comprising 22.5% of the Canadian population. As a result, Quebec also
contains the second-highest share of industry locations, representing 19.7% of establishments in 2021. Two of Canada's largest
cities, Montreal and Quebec City, are located within the province and Payworks Inc. operates a regional office in the former city.

British Columbia



Payroll & Bookkeeping Services in Canada March 2021

22 IBISWorld.com

British Columbia is the third-largest province in Canada by population, with a 13.5% share of the population. Additionally,
Vancouver, the country's third-largest city and the country's most popular location for film shoots, is located within the province.
IBISWorld expects this region's share of industry establishments to total 17.6% in 2021.

Alberta

Alberta's significance to the industry is more closely correlated with the region's economy, which is considered one of the
strongest in Canada. Alberta's economy is supported by its petroleum, agriculture and technology industries. Surprisingly,
although the region accounts for just 11.7% of the population, the Calgary-Edmonton Corridor is one of the densest urban areas in
Canada and accounts for over 70.0% of Alberta's total population, further underpinning the region's 14.5% share of industry
establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Payroll and Bookkeeping Services industry in Canada is highly fragmented, with the majority of players
operating as small nonemployers. According to 2020 data from Statistics Canada (latest data available), 74.3% of
establishments are nonemploying companies, with 95.5% of all companies staffing fewer than five people. The four
largest companies in the industry are estimated to account for 15.8% of industry revenue in 2021. The majority of
the industry is composed of small companies that provide services to local areas of the community. Payroll and
bookkeeping services follow business creation trends and aim to provide services so that companies can focus on
their core functions. The industry has remained consistent in its level of concentration over the five years to 2021.
The largest players have continued to account for a similar proportion of revenue as they win new contracts in line
with the overall expansion of business in Canada. Although there has been some merger and acquisition activity,
the influx of small industry players has kept concentration levels low and the overall industry structure unchanged.
Concentration is anticipated to have temporarily grown over 2020 as a result of the COVID-19 (coronavirus)
pandemic. Many of the small businesses that comprise the industry may have been unable to weather the economic
storm of the pandemic. As a result, some of them may have been forced to merge or be acquired by a larger
operator to survive, thus growing concentration.

Key Success
Factors

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

Access to quality personnel management:
To remain competitive, operators need access to high quality personnel management.

Ability to quickly adopt new technology:
Industry operators need to stay up-to-date on software with increased functionality and the flexibility to improve
services.

Accessibility to clients:
Successful industry operators provide services with an accessible client user interface, provided through the use of
internet-based technology.

Economies of scale:
The ease with which industry operators can combine services should enable significant economies of scale. These
can be transformed into improved earnings and used for competitive pricing.

Ability to manage contracts:
Third party providers need solid contract management skills to secure a professional, ongoing relationship.

Ability establish remote work arrangements for employees:
Much of this industry's work can be performed remotely. Employers that can successfully deploy remote
environments will have an advantage.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
account for 37.5% of industry revenue in 2021. Profit varies significantly
between companies because the majority of operators are
nonemployers. Therefore, the profit margin is often dependent on how
businesses choose to record their income, whether it is wages or profit.
The industry's profit margin has grown slightly from 36.6% of revenue in
2016. Uncertainty in business growth and corporate profit have made it
difficult for operators to make short-term and medium-term business
decisions in regard to cost control, which has put downward pressure
on profit over the second half of the period after reaching a high in
2019.

 

  Wages

Industry operators offer their services to organizations that seek to cut
costs or reduce the amount of capital and management time invested in
administrative tasks. These tasks are generally labour intensive and
require companies to hire a significant pool of skilled labour to meet
service agreements. Consequently, wages and salaries constitute the
largest expense for this industry. Wages are expected to account for
32.2% of industry revenue in 2021, as industry players incur few other
costs. Industry wages have decreased over the past five years as
employee count and wage costs have been outpaced by revenue
growth. This trend is expected to continue over the next five years.
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  Purchases

Industry purchases are estimated to account for 4.3% of revenue in
2021. Industry operators typically only purchase basic equipment that
requires relatively infrequent replacement. This includes computers and
software that may assist them in processing payroll and bookkeeping
transactions.

 

  Marketing

Marketing costs are expected to account for 1.5% of revenue in 2021.

 

  Depreciation

The use of technology has become more common over the past five
years. Therefore, depreciation rates have risen slightly. Nonetheless,
depreciation is only expected to account for 1.8% of revenue in 2021,
as the technology used is fairly basic and does not require constant
updating.

 

  Rent

Rent costs are expected to account for 3.3% of revenue in 2021.
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  Utilities

Utilities are expected to account for 2.0% of revenue in 2021.

 

  Other Costs

Industry operators are exposed to a variety of other costs, which are
estimated to comprise 17.4% of revenue in 2021. Additionally,
operators are charged for professional services, insurance and legal
fees, amortization of contracts and other fees.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Due to the fragmented nature of the Canadian Payroll and Bookkeeping
Services industry, competition is expected to be high.

Internally, industry players compete based on price, quality and range of services, qualifications and level of
expertise.

INTERNAL COMPETITION

Pricing models differ among industry players.

However, larger players tend to charge a base fee combined with a fee per employee for small businesses. Medium
and large businesses are often charged a package fee. As a result, smaller industry players operate at a significant
disadvantage as they do not have the scale to service larger clients. Moreover, the competitive pricing model
employed by major players significantly reduces the pool of potential small business clients.
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Competition also pertains to the range of services provided. Many industry operators, due to their small size,
exclusively offer payroll and bookkeeping services. Business clients, especially those that experience growth, often
require additional services such as human resources management and benefits administration. Major players are
able to offer such services in conjunction with payroll and bookkeeping, thus reducing the number of potential clients
smaller industry players can service. Although the revenue generated through those added services is not reflected
in industry revenue, the more services an industry establishment can provide, the greater its competitive advantage.

EXTERNAL COMPETITION

External competition arises from industries that offer similar services
such as Accounting Services (IBISWorld report 54121cCA), Tax
Preparation Services (54121dCA) and Human Resources and Benefits
Administration (56111CA).

Yet, these industries are more likely to service larger corporations and enterprises due to their higher cost for
services. However, the Payroll and Bookkeeping Services industry in Canada contends with increasing competition
as businesses grow and payment transactions become more complex.

The industry also experiences competition through in-house or proprietary payroll and bookkeeping management
solutions. Usually, as companies become larger, they start to develop in-house payroll and bookkeeping solution
since this offers flexibility, increased security and other advantages. This trend reduces demand for outsourcing
these services, which hurts industry revenue.

This level of competition is expected to increase as a result of COVID-19 (coronavirus). Many businesses were
forced to close due to the economy's brutal operations conditions, while others elected to bring payroll services in-
house. This shrank the market for industry services, causing operators to compete more fiercely for the revenue
opportunities that remained.

Barriers to
Entry

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

  It is fairly easy for new companies to enter the Payroll and
Bookkeeping Services industry in Canada. Firstly, it is
necessary that establishments within the industry have a
strong grasp of general payroll and bookkeeping services.
Leaders within the industry need to stay current with
federal, state and local wage and tax laws and also must
be able to stay informed on its rapidly changing policies.
Although it is not a requirement, companies that are
certified with payroll governing bodies, such as the
Canadian Payroll Association (CPA), will have an
advantage over their competitors. Certified payroll
compliance practitioners and managers have
demonstrated their in-depth knowledge of payroll services
and have been acknowledged by the CPA that they can
adhere to a code of professional conduct. In addition,
entering and staying competitive within the industry
requires being able to beat out competitors for clients.
Proven expertise and timely delivery of services will
provide the tools necessary to attract new clients.

Aside from general knowledge on payroll and
bookkeeping services, companies within the industry will
need the business essentials. Labour and office space
are necessary components to operate, both of which
require little to no capital investment, particularly for sole
proprietors and home start-ups. Serious entrants will want
to receive help from attorneys in forming the legal
paperwork. A standard contract between the company
and its clients will protect them from any complexities that
may arise in the future.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance None  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The fragmented nature of the Canadian Payroll and Bookkeeping Services industry suggests that the majority of
establishments service the domestic market. Three of the industry's largest players, Automatic Data Processing Inc.,
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Ceridian HCM Holding Inc. and Intuit Inc., are both owned by foreign entities. However, these companies command
a low share of the overall market. Consequently, IBISWorld expects industry globalization will remain at a low level
over the five years to 2026.
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Major Companies

Major Players Ceridian HCM Holding Inc.

Market Share: 5.6%

  Ceridian HCM Holding Inc. (Ceridian) is a global human capital management software company based in
Minneapolis. The company was incorporated in 2013 and completed its initial public offering in April 2018. Ceridian
is now traded on both the New York Stock Exchange and the Toronto Stock Exchange. Its flagship product is
Dayforce, which provides human resources, payroll, benefits and talent management services to clients via the
cloud. Ceridian employed more than 5,000 workers in 2019 (latest data available) and provided service to more than
42,000 clients.

The company operates with one business segment. However, Ceridian organizes its human capital management
services into two categories, Cloud and Bureau offerings, both of which contain industry-relevant products. Cloud
offerings include Dayforce, its flagship product, as well as Powerpay. Powerpay is designed for smaller companies
with fewer than 100 employees and provides similar services as Dayforce, just scaled to make sense for small
businesses and specific to the Canadian market. These software as a service product lines comprised a strong
majority of revenue. The company's Bureau category includes three services lines offered in a more traditional
method: payroll, payroll-related tax filing services and human resource solutions. This category also includes custom
professional service offerings. However, as technology advances and makes self-service cloud offerings more
intuitive and affordable, this segment has declined as a portion of Ceridian's revenue as they migrate clients over to
Cloud offerings.

Financial performance

Ceridian is a relatively new company compared with some of the other bigger players in the industry, as Automatic
Data Processing Inc. and Intuit Inc. were incorporated in 1961 and 1984, respectively. Additionally, each have been
publicly traded for more than 25 years. However, the company has been able to carve out a market in Canada
through its diversified product offerings and is expected to continue to grow after its initial public offering in 2018.
Consequently, Ceridian's industry-relevant revenue is expected to grow an annualized 5.1% to reach $321.5 million
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over the five years to 2021. Its operating profit, which is measured as earnings before interest and taxes, is forecast
to grow faster, as the company did not turn a profit until 2017. Ceridian's operating profit is expected to climb to
reach $16.0 million in 2021.

 
Ceridian HCM Holding Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 250.3 N/C -4.5 N/C
2017 263.7 5.4 13.0 N/C
2018 291.2 10.4 20.6 58.5
2019 314.5 8.0 27.6 34.0
2020 320.6 1.9 18.7 -32.2
2021 321.5 0.3 16.0 -14.4

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

Automatic Data Processing Inc.

Market Share: 5.2%

  Based in Roseland, NJ, Automatic Data Processing Inc. (ADP) is one of the largest providers of business
outsourcing, specifically in the management of human capital. The company was founded in 1949 to help business
owners focus their efforts on core business segments, rather than administrative tasks such as payroll. The
company was then incorporated in 1961 and also provides human capital solutions to over 860,000 clients in 140
countries. ADP generated $18.8 billion in revenue and employed over 58,000 employees in fiscal 2020 (year-end
June, latest data available).

ADP operates through two business segments: Employer Services and Professional Employer Organization (PEO)
services. Specific to the Payroll and Bookkeeping Services industry in Canada, ADP provides payroll processing
through some of its activity in the Employer Services segment, which includes payroll services, benefits
administration services, time and attendance management solutions and compliance and payment solutions.
Industry-relevant activity is relegated to payroll services. The broader segment generated 69.1% of the company's
total revenue in fiscal 2020, representing the company's core service. The majority of company revenue is
generated in the United States. However, the company also generates a small portion of revenue from its Canadian
operations, which are estimated to account for 2.3% of total revenue in fiscal 2020.

Financial performance

ADP's industry-relevant revenue has experienced slow growth over the five years to 2021, increasing an annualized
1.3% to $297.8 million during the period. ADP has ridden off the general expansion of the payroll services industry in
Canada, which has been supported by growth in the number of businesses and an expanding economy. However,
the company experienced revenue decline in fiscal 2020 as a result of COVID-19 (coronavirus). While this decline
was small, this was partially due to its fiscal year reporting, permitting the company to spread the trying economic
conditions throughout two discal years. ADP has a stable profit margin because of its size and product offering and
as a result, the company's operating profit, measured as earnings before interest and taxes, is expected to grow an
annualized 3.3% to $78.7 million over the five years to 2021.
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Automatic Data Processing Inc. (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016-17 278.6 N/C 67.0 N/C
2017-18 297.0 6.6 66.3 -1.0
2018-19 298.3 0.4 76.1 14.8
2019-20 302.6 1.4 78.9 3.7
2020-21 297.0 -1.9 101.5 28.6
2021-22 297.8 0.3 78.7 -22.5

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

Other Companies The majority of industry operators in Canada are small, nonemploying companies. According to 2020 data by
Statistics Canada (latest data available), an estimated 74.3% of establishments are nonemployers, with nearly
95.5% of total establishments staffing fewer than five people. The industry is highly fragmented and primarily
composed of small players with less than 1.0% market share.

Intuit Inc.

  Market Share: 4.0%
  Intuit Inc. (Intuit) is a software company headquartered in Mountain View, CA, that focuses on the development of

financial and tax preparation software. The company provides products such as QuickBooks and TurboTax to help
customers with business and financial management problems. Intuit's operations across a variety of industries,
including the Payroll and Bookkeeping Services industry in Canada, have grown rapidly over the five years to 2021
as the company focuses on the provision of online solutions. Intuit generated $10.3 billion in revenue and employed
10,600 workers across offices in the United States, Canada, India and the United Kingdom, among other locations,
in fiscal 2020 (year-end July, latest data available).

The company is primarily active in the domestic industry through its small business segment. While this segment
includes product revenue derived from QuickBooks desktop software products such as QuickBooks Pro,
QuickBooks Premier and QuickBooks Enterprise Solutions, industry-relevant revenue is sourced from the services
portion of the segment. Service revenue in this business segment is derived from QuickBooks online software,
technical support plans and Demandforce, which provides online marketing and communications solutions for small
businesses. Meanwhile, employee management solutions include online payroll solutions, consisting of subscription
services to small businesses that use QuickBooks Basic Payroll and QuickBooks Enhanced Payroll, which are sold
on a subscription basis that offer payroll tax tables, payroll reports, federal and state payroll tax forms and other
electronic tax payments for small businesses. Intuit's operations are continuing to grow, but they remain small in
Canada. The company's Canadian industry-relevant revenue is expected to total $225.9 million in 2021.

Payworks Inc.

  Market Share: 1.0%
  Payworks Inc. (Payworks) provides workforce management solutions to individuals and businesses across the

nation, including payroll services. Payworks is based in Winnipeg, MB and has nine additional regional offices,
including in Calgary, Toronto and Montreal. The company has more than 20,000 clients and offers personalized
services. Payworks was founded in 2001 and is a private enterprise, so it does not release any financial data.
However, IBISWorld estimates that the company will generate $59.0 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Payroll and Bookkeeping Services industry in Canada
is highly labour intensive with several manual processes
involved in the majority of activities. Operators are required
to interact with clients and process a range of payroll and
bookkeeping services. IBISWorld estimates that for every
$1.00 spent on labour in 2021, industry operators will
allocate $0.06 to capital. The level of capital intensity has
remained steady over the past five years, as the industry
has not undergone any structural changes. Many operators
give clients the option to submit payroll forms, taxation and
other returns over the internet. This includes investment in
software and other computer systems, which raises
industry depreciation costs.

Once information has been submitted by clients, however,
manual labour is still necessary to process payroll and
submit taxes to the government in a timely fashion.
Additionally, some operators use labourers to analyze
payroll data for their clients, which has mitigated some
growth in capital intensity. Furthermore, labourers are still
needed for the vast majority of the operations undertaken
by industry companies, as a significant proportion of
industry companies are nonemployers that only service
small businesses and do not invest in such technology.
Overall, the industry's reliance on capital is expected to
remain steady. Despite the ongoing trend of investment in
online systems that enable companies to reduce wage
costs and administrative time, the industry is expected to
remain structurally unchanged, with only marginal changes
in capital intensity.
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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.

High Ease of Entry Likely 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.

Medium Market
Concentration

Potential 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.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

The Payroll and Bookkeeping Services industry in Canada has endured some
significant technological disruptions that have increased the external
competition of the industry and dampened revenue.

The growth of user-friendly applications and software has empowered small businesses with the ability to conduct in-house
payroll and bookkeeping services. As a result, industry operators have been forced to innovate their products and improve
their customer services to capture demand that boasts a wide supply of companies and tools that can service their
business needs. Moreover, the technological advancement of competitors in the accounting services industry has
increasingly disrupted the industry as many operators in that industry have built platforms that incorporate many payroll and
bookkeeping features. These disruptions are expected to persist and may intensify, but operators are expected to be well
prepared and expand their service offerings to add value for their clients.

The level of technology change is    Medium

  Many operators in the Canadian Payroll and Bookkeeping Services industry
use their own proprietary and packaged software to service clients.

The software is used to prepare and process employee and financial data in regard to a client's operations. Developments
in accounting software have made some activities, such as bookkeeping, easier and more efficient. Unfortunately for the
industry, this has enabled many prospective small business clients to bring such activities in-house. This trend will likely
affect demand for industry services over the next five years. Industry operators will need to develop software packages that
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cater to the specific needs of clients to reverse the trend.

Networks and the cloud

Network solutions include the development of proprietary systems and data
that enable communications between many different users with varying
access levels.

Industry operators, clients and their employees are all able to access information through online systems. In this way,
industry operators can maintain systems and complete some administrative tasks, while the majority of information is
processed by businesses and their employees.

Most recently, this information has continuously been stored through the cloud, which permits customers to access
information from any computer and at any time. This has resulted in many technological changes related to cybersecurity
and privacy because if any company's information were accessed by illegitimate third parties, it would hurt industry operator
reputation and result in higher costs. Additionally, the use of the cloud and networks to automate industry services has
resulted in a paperless payroll system, which serves to reduce business purchases.

Revenue
Volatility

The level of volatility is    Medium

  The Payroll and Bookkeeping Services industry in Canada tends to follow the
broad economic cycle and moves inversely with changes in the unemployment
rate.

However, the industry is generally more volatile than the overall economy. One reason for this factor is that when the
economy slows and unemployment rises, operators suffer a two-fold loss. Not only do payrolls diminish and some client
businesses go bankrupt, but some clients bring their payroll and bookkeeping in-house. This practice occurs when
companies reduce their workforces to a level where payroll can be managed in-house or when a client's workload volume is
reduced, giving managers more spare time to spend on payroll and bookkeeping tasks. The opposite trend occurs when
the economy is strong, as existing client payrolls increase and new clients emerge as small businesses expand and
managers' time is spent on growth opportunities rather than administrative tasks.

Job creation and economic growth have helped industry revenue growth accelerate over the five years to 2021.
Widespread economic recovery during the first half of the period spurred new business and job creation, resulting in
increasing demand for payroll services, as well as declines in unemployment. The economic downturn felt in 2016,
however, weighed on the industry. Unemployment inched back up after receding since the prior decade, which in
conjunction with sluggish business growth, led to a slowdown in industry growth. Similarly, the COVID-19 (coronavirus)
pandemic closed many businesses, reducing the market for industry services and cutting into revenue. Overall, the industry
has displayed moderate revenue volatility during the five-year period.
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Regulation &
Policy

The level of regulation is    Light and the trend is Steady

While the Payroll and Bookkeeping Services industry in Canada is not directly
regulated to provide payroll and bookkeeping services to clients, industry
operators must be knowledgeable in employment standards.

In addition to federal legislative requirements, industry operators must also adhere to requirements as specified by
provinces and territories.

For instance, the federal legislation requires minimum wage to be equal to province minimum wage rates. Wage rates span
from Saskatchewan at $11.45 per hour to $16.00 per hour in Nunavut. There are a range of other different variables, such
as maternity or pregnancy leave and disability benefits.

Industry operators must also be knowledgeable with regard to employment insurance deductions and contributions, the
Canada Pension Plan and, for those servicing Quebec, the Quebec Pension Plan. There are legislative requirements also
pertaining to garnishments and maintenance orders, income tax, taxable benefits, vacation earnings and worker's
compensation.

Industry
Assistance

The level of industry assistance is    None and the trend is Steady

The Payroll and Bookkeeping Services industry in Canada does not receive
any government assistance.

The industry does experience the benefits provided by the Canadian Payroll Association (CPA) and the Canadian
Bookkeepers Association (CBA).

The CPA represents payroll professionals by offering certification, professional development programs and a range of other
services that assist payroll professionals with meeting new legislative requirements. The CPA also provides information on
new technologies that can enhance operations. The CBA is a not-for-profit organization that assists professional
bookkeepers by offering errors and omissions insurance, professional development and ongoing education.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of COVID-19
(coronavirus), including the deferment of income taxes owed between March 18, 2020 and August 31, 2020. The Canada
Emergency Wage Subsidy also will support up to 75.0% of an employee's wages, up to $847 weekly, for employers that
experienced a decrease in gross revenues of at least 15.0% in March and 30.0% in both April and May.
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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)

Number of
businesses

(Million)
2012 4,625 3,327 15,378 15,268 23,941 N/A N/A 1,520 N/A 1.21
2013 4,791 3,672 18,627 18,487 29,098 N/A N/A 1,819 N/A 1.22
2014 4,985 3,794 19,461 19,306 30,598 N/A N/A 1,940 N/A 1.24
2015 5,330 4,044 19,967 19,800 31,330 N/A N/A 2,028 N/A 1.25
2016 5,465 4,078 20,523 20,345 31,745 N/A N/A 1,985 N/A 1.27
2017 5,543 4,051 20,464 20,279 30,969 N/A N/A 1,964 N/A 1.27
2018 5,704 4,162 21,086 20,878 30,563 N/A N/A 2,004 N/A 1.28
2019 5,901 4,345 21,132 20,894 29,495 N/A N/A 1,874 N/A 1.31
2020 5,574 4,027 20,543 20,305 28,543 N/A N/A 1,804 N/A 1.25
2021 5,713 4,086 20,926 20,674 29,066 N/A N/A 1,840 N/A 1.28
2022 5,887 4,212 21,314 21,039 29,664 N/A N/A 1,881 N/A 1.30
2023 6,054 4,335 21,678 21,381 30,224 N/A N/A 1,920 N/A 1.31
2024 6,212 4,452 22,009 21,690 30,751 N/A N/A 1,957 N/A 1.33
2025 6,358 4,559 22,356 22,019 31,276 N/A N/A 1,993 N/A 1.34
2026 6,504 4,667 22,675 22,320 31,819 N/A N/A 2,030 N/A 1.35

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Number of
businesses

(%)
2012 3.50 1.17 2.94 2.91 2.84 N/A N/A 2.56 N/A 0.10
2013 3.58 10.4 21.1 21.1 21.5 N/A N/A 19.7 N/A 1.40
2014 4.04 3.31 4.47 4.43 5.15 N/A N/A 6.68 N/A 1.75
2015 6.92 6.59 2.60 2.55 2.39 N/A N/A 4.48 N/A 0.49
2016 2.54 0.82 2.78 2.75 1.32 N/A N/A -2.11 N/A 1.19
2017 1.42 -0.66 -0.29 -0.33 -2.45 N/A N/A -1.08 N/A 0.39
2018 2.90 2.73 3.03 2.95 -1.32 N/A N/A 2.07 N/A 1.02
2019 3.45 4.41 0.21 0.07 -3.50 N/A N/A -6.54 N/A 2.14
2020 -5.56 -7.34 -2.79 -2.82 -3.23 N/A N/A -3.70 N/A -4.42
2021 2.51 1.46 1.86 1.81 1.83 N/A N/A 1.97 N/A 2.03
2022 3.04 3.09 1.85 1.76 2.05 N/A N/A 2.25 N/A 1.41
2023 2.82 2.90 1.70 1.62 1.88 N/A N/A 2.07 N/A 1.23
2024 2.61 2.70 1.52 1.44 1.74 N/A N/A 1.91 N/A 1.05
2025 2.34 2.39 1.57 1.51 1.70 N/A N/A 1.83 N/A 0.94
2026 2.29 2.37 1.42 1.36 1.73 N/A N/A 1.84 N/A 1.01

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 71.9 N/A N/A 193 32.9 1.56 63,481
2013 76.7 N/A N/A 165 38.0 1.56 62,506
2014 76.1 N/A N/A 163 38.9 1.57 63,416
2015 75.9 N/A N/A 170 38.0 1.57 64,714
2016 74.6 N/A N/A 172 36.3 1.55 62,526
2017 73.1 N/A N/A 179 35.4 1.51 63,405
2018 73.0 N/A N/A 187 35.1 1.45 65,583
2019 73.6 N/A N/A 200 31.7 1.40 63,519
2020 72.2 N/A N/A 195 32.4 1.39 63,213
2021 71.5 N/A N/A 197 32.2 1.39 63,301
2022 71.5 N/A N/A 198 32.0 1.39 63,420
2023 71.6 N/A N/A 200 31.7 1.39 63,539
2024 71.7 N/A N/A 202 31.5 1.40 63,647
2025 71.7 N/A N/A 203 31.3 1.40 63,729
2026 71.7 N/A N/A 204 31.2 1.40 63,798

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Bookkeepers Association
http://www.c-b-a.ca

The Canadian Payroll Association
http://www.payroll.ca

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

Industry Jargon BOOKKEEPING
Keeping record of a business' financial transactions.

IN-HOUSING
When businesses bring outsourced functions in-house to save money or improve service quality.

OUTSOURCING
When businesses use outside service providers to perform non-core functions.

PAYROLL
Company records of salaries and wages paid out to its employees.

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

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

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

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

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

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

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

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

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

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



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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