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About This Industry
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:

· Some industry operators are expected to qualify for financial assistance from the Canadian government.
Nonemploying operators may be eligible for the Canada Emergency Response Benefit, while employing
operators may qualify for a Canada Emergency Business Account interest-free loan. For more detail,
please see the Industry Assistance chapter.

· The spread of COVID-19 (coronavirus) is expected to significantly lower business profit and sentiment in
2020. As a result, investment in more profitable industry services is forecast to fall. For more detail,
please see the Demand Determinants chapter.

· As a result of lower demand from downstream businesses, industry revenue and profit are expected to
decline in 2020. For more detail, please see the Current Performance chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.

Industry Definition The IT Consulting industry in Canada provides the services to client companies such as writing, testing
and supporting custom software; planning and designing integrated hardware, software and
communication infrastructure; and on-site management of computer systems and data processing
facilities. This industry excludes packaged software publishers, transaction processing software, off-site
data processing and cloud hosting services.

Supply Chain Supply Industries

Computer Manufacturing

Computer Peripheral Manufacturing

Communications Equipment Manufacturing

Software Publishing

Computer & Packaged Software
Wholesaling

Demand Industries

 - Information In Canada

 - Finance and Insurance In Canada

 - Public Administration

 - Manufacturing In Canada

 - Hospitals

 - Retail Trade In Canada

 - Wholesale Trade In Canada

Major Players IBM Canada Ltd.

Main Activities The primary activities of this industry are:

Providing information technology expertise for consumers

Writing, modifying, testing and supporting software

Planning and designing systems

On-site management and operation of IT functions

The major products and services in this industry are:

IT technical consulting services

Nonconsulting computer systems design services

Data processing, hosting and related services

Other services

Similar Industries 41731CA - Computer & Packaged Software Wholesaling in Canada

This industry wholesales the IT goods that consultants use or operate on.

44314CA - Consumer Electronics Stores in Canada

This industry sells computer hardware or software products and provides support services, such as
customized assemblies.

51121CA - Software Publishing in Canada
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This industry produces and distributes computer software, including designing, providing documentation,
assisting in installation and providing support services to software purchasers.

51821CA - Data Processing & Hosting Services in Canada

This industry is often a small part of the broader consulting process.

54161CA - Management Consulting in Canada

This industry advises businesses in several areas, which include organizational design, corporate
strategy, marketing and sales, financial advisory and logistics.

Related International
Industries

54151 - IT Consulting in the US

The IT Consulting industry includes firms that provide the following services to client companies: writing,
testing and supporting custom software; planning and designing integrated hardware, software and
communication infrastructure; and on-site management of computer systems and data processing
facilities. This industry excludes packaged software publishers and off-site data processing and hosting
services.

OD4584 - IT Security Consulting

The IT Security Consulting industry offers managed IT security services, such as firewalls, intrusion
prevention, security threat analysis, proactive security vulnerability and penetration testing and incident
preparation and response, which includes IT forensics.

OD4585 - Digital Forensic Services

Digital forensic service companies recover and investigate material found in digital devices. These
services often relate to computer crime, but have increasingly involved mobile devices.

OD4586 - Web Design Services

Companies in this industry provide an assortment of web design activities including web graphic design;
user experience design; interface design; search engine optimization; and related aspects of code writing.
Web design services incorporate a variety of coding languages. While the industry’s services include
those dedicated to mobile web design, it does not include companies that build native applications or
manage a client’s online retail operations.

OD5392 - Software Testing Services

This industry provides software testing services for clients, such as performance testing, stability testing,
usability testing and security testing. This industry does not sell its own software, but it may use
internally developed software to complete its testing tasks.

OD5420 - e-Discovery Consulting Services

This industry provides e-discovery services, usually for software and systems integration, that search,
locate and secure data to use as evidence in court. Industry operators provide e-discovery consulting
services, including collecting, processing and reviewing data, to end users like law firms, corporations,
hospitals and government agencies. This industry excludes e-discovery software publishing, although
some consulting firms may also develop their own software.

M7000 - Computer System Design Services in Australia

Industry firms primarily provide clients with IT expertise, which is commonly known as IT consulting.
Industry services include writing, modifying, testing or providing user support for software. Industry
companies also plan and design computer systems that integrate computer hardware, software, cloud
and telecommunications technologies. The industry does not include non-customised software
publishing activities.

J62.020 - Computer Consultants in the UK

Computer consultants provide expert advice and assistance by planning and designing computer
systems that integrate computer hardware, software and communication technologies. Services may also
include training users. Industry operators do not sell computer hardware and software (see IBISWorld
report G47.410) or install mainframes, personal computers or software.

M7000NZ - Computer System Design Services in New Zealand

Industry firms provide IT services that include writing, modifying, testing or supporting software to meet
client needs, and planning and designing computer systems that integrate computer hardware, software
and communication technologies.

J62.020IE - Computer Consultants in Ireland
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Computer consultants provide assistance by planning and designing computer systems that integrate
computer hardware, software and communication technologies. Services may also include training users.
Industry operators do not sell computer hardware and software or install mainframes, personal
computers or software.
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At a Glance
Key Statistics
Snapshot

Total Revenue
2020

$56.9bn

Annual Growth
2015-2020

2.7%

Annual Growth
2020-2025

3.9%
  Profit Margin

2020

8.6%

Wages as a share of Revenue
2020

43.6%

Number of Businesses
2015-2020

3.4%

Key Trends The shift toward integrated computer systems benefits larger operators

Industry employment has been concentrated in large operators and nonemployers

Employment is expected to outpace revenue growth

More businesses are expected to enter the industry

Improving conditions for businesses will spur growth for industry services

Operators will likely experience stronger demand for application and system design

SWOT in the
Industry

Strengths

Growth Life Cycle Stage

Low Imports

Low Product/Service
Concentration

High Revenue per
Employee

Low Capital Requirements

Weaknesses

Low & Steady Barriers to
Entry

Low & Steady Level of
Assistance

High Competition

Low Profit vs. Sector
Average

High Customer Class
Concentration

Opportunities

High Revenue Growth
(2015-2020)

High Revenue Growth
(2020-2025)

High Performance Drivers

Number of fixed
broadband connections

Threats

Low Revenue Growth
(2005-2020)

Low Outlier Growth

Private investment in
computers and software

Executive
Summary

The IT Consulting industry in Canada is composed of companies that
help private businesses and public sector agencies design, implement
and manage information technology (IT) systems.

 

Demand for industry services is positively affected by growth in corporate profit and business sentiment.
As these drivers strengthen, companies increase expenditure on industry services. However, since
corporate profit levels decreased in recent years, demand for industry services was hindered. In addition,
over the five years to 2020, there has been a significant degree of technological change due to the
increasing prevalence of cloud-based services, mobile applications and other cutting-edge software.
These technological changes have been a significant driver of growth in the industry, while also
responsible for declining industry-relevant revenue shares among larger operators. Overall, industry
revenue is projected to grow at an annualized rate of 2.7% to $56.9 billion over the five years to 2020,
despite a forecast decline of 6.0% in 2020 alone due to an anticipated drop in business sentiment caused
by the spread of COVID-19 (coronavirus).

Despite robust sales performance for most of the five-year period, industry profit is expected to decline,
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as stronger demand for higher-profit services such as cloud-based systems integration and mobile
applications design was offset by increased internal competition among existing operators. Furthermore,
wages' share of revenue is expected to grow due to the high labour of the industry and investment in
human capital.

Overall, industry revenue is expected to grow an annualized 3.9% to $69.0 billion over the five years to
2025. Increasing private investment in computer and networking infrastructure will be the key economic
factor driving industry performance. In particular, private investment in computers and software is
expected to increase an annualized 6.4% over the next five years. The professional services sector will
help sustain demand for industry services as companies incorporate newer technologies to gain a leg up
on the competition and increase operating efficiency. Moreover, provincial governments will rely on IT
professionals to increase efficiency and cut administrative costs. Strong demand for IT services and
relatively low barriers to entry will continue to attract new entrants into the industry, but larger operators
will continue expanding their workforces, acquiring smaller businesses and likely increasing their share of
the market.

Industry Structure   Level   Trend  

Life Cycle Growth   

Revenue Volatility Medium   

Capital Intensity Low   

Industry Assistance Low Steady 

Concentration Level Low   

    Level   Trend  

Regulation Level Light Steady 

Technology Change High   

Barriers to Entry Low Steady 

Industry Globalization Low Increasing 

Competition Level High Increasing 
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Key Industry Data
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Major Players

Products & Services
Segmentation
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Industry Performance
Key External Drivers

  o Private investment in computers and software

Private investment in computers and software measures net investment in computers, peripheral
equipment and software by businesses. IT consultants specialize in providing advisory services and
other supporting software to businesses. Therefore, greater investment in computers and software by
businesses increases the range of equipment that requires expertise. Private investment in computers
and software is expected to decrease in 2020, posing a potential threat to the industry.

o Number of fixed broadband connections

The number of fixed broadband connections represents the total number of internet connections with
speeds of more than 200.0 kilobits per second. As the number of fixed broadband connections
increases, demand for supplementary services increases as well. Demand for industry services
presuppose internet capabilities. Therefore, an increase in the number of fixed broadband connections
will lead to increased demand for industry services. The number of fixed broadband connections is
projected to increase in 2020.

o Government consumption and investment

Government expenditure and investment measures the total value of services produced by federal,
provincial and local governments, as well as fixed assets. Government organizations and agencies are a
major market for the industry, as they require assistance in effectively using technology. An increase in
government expenditure and investment results in a greater use of technology, thereby increasing
industry revenue. Government consumption and investment is projected to increase in 2020,
representing a potential opportunity for the industry.

o Demand from finance and insurance

The financial services sector represents the largest business market for industry operators. Companies
contend with a large amount of sensitive client data and important proprietary systems, such as those
used to execute financial trades. As a result, IT consultants rely on strong growth from this sector to
increase revenue. Demand from finance and insurance is expected to increase in 2020.
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Industry Performance Businesses across all industries rely on information technology (IT)
support to operate more efficiently.

 

The IT Consulting industry in Canada provides advice on a variety of technology solutions, develops
custom applications to meet the specific needs of a client and implements computer systems that
manage data for businesses. The industry also includes a broad range of other information technology
companies, including IT outsourcing operators and specialist operators that design and build the
technology infrastructures used by other industry participants. Operators help businesses address
complex regulations and cybersecurity concerns, respond more effectively to shifting consumer
preferences and digitally transform their business models. Due to the influx of new technologies and the
increasingly vital role that IT plays in today's digital economy, the industry has outperformed the broader
economy.

Over the five years to 2020, strong demand from the financial and other professional service sectors
aided industry performance. Financial services, for example, entail the use of technology, whether it be
for analyzing large sets of data or presenting financial information to clients. Businesses seek out
innovations to differentiate their service offerings from competitor services. Overall, industry revenue is
projected to grow an annualized 2.7% to reach $56.9 billion over the five years to 2020, despite a forecast
decline of 6.0% in 2020 alone, as a result of expectations of lower demand from businesses affected by
the spread of COVID-19 (coronavirus).

Product innovation

Trends in product innovation, such as cloud computing, have contributed to growth for IT consultants that
use their expertise in converged infrastructure solutions to secure projects in developing solutions that
are distributed by cloud-computing systems (IBISWorld report 51821CA). These product developments,
along with simultaneous changes in the business strategy of the largest IT consultants, have led to
significant changes in the industry's internal structure and competitive landscape. Over the past five
years, industry operators have increasingly expanded their breadth of service offerings to appeal to a
wider range of clients. As with other consulting industries such as the Management Consulting industry
in Canada (54161CA), major players in the Canadian IT Consulting industry increasingly compete on a
range of services. These companies compete to become the industry's premier one-stop shop for a
complete consulting service, from the advisory stage to installing and integrating new software into a
client's business model.

The shift toward integrated computer systems benefits larger operators, which have the negotiating
power or vertical integration to obtain components at low costs. While market concentration in this
industry remains low, with the four largest operators accounting for less than 15.0% of total industry
revenue in 2020, the shift to more profitable products has encouraged the continued dominance of
multinational hardware and software corporations within the industry. Mergers and acquisitions have also
permitted once-traditional hardware companies such as International Business Machines Corporation to
acquire smaller industry operators and compete more effectively in the IT consulting market. More
broadly, major tech companies have expanded their presence in the industry by establishing themselves
as one-stop shops for most technology-related services. This enables these companies to bring on and
retain clients that rely on one company for all their IT needs. Despite the growing presence of these major
companies, traditional IT consulting operators such as CGI Inc. continue to have a strong position within
the industry.

Spectrum of employment

Over the past five years, industry employment has been concentrated in large operators and
nonemployers. As large companies acquire smaller and midsize operators, employment figures begin to
skew toward large operators. However, nonemploying IT consultants contribute significantly to industry
revenue, as they represent nearly 60.0% of industry operators. Nonemployers operate as providers of
technical support and systems integration services for smaller business clients whose needs are less
complex. Consequently, industry employment is projected to grow at an annualized rate of 3.8% to
284,202 workers over the five years to 2020.

Industry landscape

Workers in this industry are paid well, as IT consultants require high levels of education and experience.
With employment expected to outpace revenue growth during the five-year period, wages are expected to
follow a similar trend. Moreover, wages' share of revenue is anticipated to have risen over the past five
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years, as the average industry operator invests in human capital. IBISWorld expects industry profit to
have decreased over the past five years due to this trend. Industry profit, measured as earnings before
interest and taxes, is expected to account for 8.6% of revenue in 2020. This decline in profit will likely be
aided by the coronavirus pandemic, which is expected to significantly lower business sentiment and
result in less spending on higher-profit products and services offered by operators. While this should
harm industry performance in 2020, the need for industry services across a multitude of downstream
industries, alongside a rise in the number of workers working remotely that may need IT assistance, is
expected to minimize industry losses.

In addition, the number of establishments and enterprises is increasing at similar rates, indicating that
the primary factor of establishment growth is the influx of nonemployers. Although there are more large
companies in the industry compared with the past five years, due to the industry's breadth of services,
this makes it difficult for any operator to represent more than 10.0% of industry revenue. Overall, the
number of industry establishments is expected to rise an annualized 3.5% to 90,623 locations over the
five years to 2020.



IT Consulting in Canada June 2020

IBISWORLD.COM 13

Industry Data
Timeseries

 
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Private
investment in

computers
and software

($b)
2005 29,088 15,636 63,102 61,453 154,650 N/A N/A 12,584 N/A 18.8
2006 32,494 18,214 66,666 64,929 185,329 N/A N/A 15,277 N/A 20.7
2007 35,931 19,855 69,097 67,046 191,182 N/A N/A 15,751 N/A 23.0
2008 37,253 19,771 66,718 64,705 195,299 N/A N/A 15,672 N/A 23.7
2009 40,634 21,684 62,004 59,735 193,783 N/A N/A 16,130 N/A 21.2
2010 39,325 21,556 63,412 60,649 190,500 N/A N/A 15,988 N/A 23.9
2011 40,742 22,498 64,446 61,795 206,347 N/A N/A 16,853 N/A 25.2
2012 42,010 23,479 61,655 59,239 208,287 N/A N/A 17,300 N/A 26.3
2013 44,219 24,681 70,208 67,357 216,303 N/A N/A 18,193 N/A 27.2
2014 46,864 25,992 73,524 70,385 225,546 N/A N/A 19,035 N/A 28.4
2015 49,915 27,582 76,445 73,052 235,584 N/A N/A 20,486 N/A 27.8
2016 53,088 28,557 79,833 76,032 251,658 N/A N/A 21,704 N/A 27.8
2017 55,710 30,170 83,198 79,157 257,514 N/A N/A 22,297 N/A 29.5
2018 60,062 32,751 88,521 84,057 273,678 N/A N/A 23,635 N/A 31.3
2019 60,535 34,341 89,771 85,133 291,253 N/A N/A 25,628 N/A 31.4
2020 56,908 31,433 90,623 86,318 284,202 N/A N/A 24,824 N/A 30.1
2021 60,108 34,469 94,688 90,115 298,626 N/A N/A 26,111 N/A 32.6
2022 62,531 35,913 98,315 93,546 310,607 N/A N/A 27,160 N/A 34.7
2023 64,817 37,287 101,920 96,971 322,227 N/A N/A 28,171 N/A 36.8
2024 66,922 38,515 105,424 100,315 333,062 N/A N/A 29,112 N/A 38.9
2025 68,955 39,685 108,890 103,630 343,842 N/A N/A 30,043 N/A 41.1
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Industry Outlook
  The IT Consulting industry in Canada is projected to experience faster

growth over the five years to 2025.

 

Unless similarly groundbreaking innovations occur, the industry is expected to undergo growth that
outpaces the overall economy. Overall, IBISWorld forecasts industry revenue will rise at an annualized
rate of 3.9% to $69.0 billion over the five years to 2025.

Improving business investment

Over the next five years, improving conditions for businesses will spur growth for industry services. In
particular, more businesses are expected to take advantage of cloud-computing technology (IBISWorld
report 51821CA), which is rapidly removing barriers between companies and users and enabling a more
customized business experience. Over the five years to 2020, corporate profit fell an annualized 2.1% due
to volatile economic conditions, limiting businesses' abilities to invest in new technologies. Over the five
years to 2025, however, corporate profit is expected to reverse the trend and increase an annualized
8.3%. Some of this profit will be invested in computers and software, which is expected to increase
demand for industry services. In addition, IBISWorld projects private investment in computers and
software will increase at an annualized rate of 6.4% over the five years to 2025. Additionally, demand for
computer application development and system integration services from small to midsized businesses is
increasing in line with these trends. A key aspect of growth over the past five years was midsized
businesses adopting networked storage devices, hardware virtualization and other third-platform
solutions. This trend is expected to continue over the next five years, as a growing share of small to
midsized clients seek expertise for their computer-related needs from higher-skilled industry operators.

Big data growth

A key area of growth over the next five years will be the development of systems and processes to handle
big data, which refers to large and complex databases that are generally too difficult to process using
basic database management tools or processing applications. Demand for big data-related services is
rapidly growing, due to the benefits of analyzing large sets of data and comparing them with a host of
other data series that help explain business trends and consumer behaviour. The industry's largest
market has historically been the financial sector, which includes operators that provide financial and
insurance services. In addition to sustained demand from financial institutions, demand for big data
analytics services from other sectors is expected to grow over the next five years as enterprises attempt
to get a leg up on the competition. These trends will help drive industry revenue growth over the five
years to 2025.

Larger operators have the necessary capital resources to continue developing the most effective and
competitive solutions to these problems. Conversely, the rapidly changing nature of the IT sector as a
whole will continue to create an influx of new entrants that specialize in a particular new technology
platform. New operators carve out niches in the industry where they service businesses that require
expertise on new technologies. Similar to the five years to 2020, larger operators are expected to
continue acquiring smaller businesses and incorporating their solutions into their expansive product
portfolios. Acquisition activity is the primary method for adaptation to the evolving IT landscape for these
larger operators.

In addition, the number of mobile internet connections is projected to rise considerably over the next five
years. Consumers are using these devices more as smartphone penetration continues to increase and
telecommunication providers such as Bell Canada offer faster speeds through expanding fourth-
generation (4G) and Long-Term Evolution (LTE) network coverage. In March 2019, Bell Canada
announced its strategy to position Canada as the global leader in fifth-generation (5G) wireless
technology and has already invested more than $4.0 billion in Canadian research and development.
Faster networks enable users to access data-heavy content such as streaming video through their
devices. Consequently, industry operators are expected to experience stronger demand for application
and system design, as consumer-oriented businesses continue to invest in mobile technologies to reach
younger and a more technologically savvy demographic that has already incorporated smartphone use
into everyday life.

Industry expansion
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Industry profit, defined as earnings before interest and taxes, is expected to grow to 10.9% of revenue in
2025. As a result, more businesses, particularly those that offer services to niche markets, will enter the
industry. As smaller businesses will continue to enter the industry due to low barriers to entry and
attractive profit, the number of industry establishments is forecast to rise at an annualized rate of 3.7% to
108,890 locations over the five years to 2025. In line with rising industry participation, total employment
is expected to grow an annualized 3.9% to 343,842 workers over the next five years.

Revenue Outlook

   
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Private
investment in

computers
and software

 ($b)
2020 56,908 31,433 90,623 86,318 284,202 N/A N/A 24,824 N/A 30.1
2021 60,108 34,469 94,688 90,115 298,626 N/A N/A 26,111 N/A 32.6
2022 62,531 35,913 98,315 93,546 310,607 N/A N/A 27,160 N/A 34.7
2023 64,817 37,287 101,920 96,971 322,227 N/A N/A 28,171 N/A 36.8
2024 66,922 38,515 105,424 100,315 333,062 N/A N/A 29,112 N/A 38.9
2025 68,955 39,685 108,890 103,630 343,842 N/A N/A 30,043 N/A 41.1

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

 

NOTE

Key Considerations: An industry's life cycle stage is determined by multiple factors, such as IVA vs. GDP performance and establishment
growth. Other qualitative factors must also be considered, which mean that the indicative life cycle stage shown above may not reflect the
industry's actual life cycle stage as determined by the analyst. Please refer to the below analysis for more information.

Life Cycle Reasons

o IVA is expected to grow faster than
the overall economy

o There is increasing market
acceptance of the industry’s
products

o The industry is characterized by a
high level of technological change

The IT Consulting industry in Canada is in the growth stage of its economic life cycle. The industry is
characterized by faster growth than the overall economy, a growing number of enterprises, increasing
market acceptance of industry products and a high level of technological change. Industry value added
(IVA), which measures an industry's contribution to the overall economy, is forecast to grow an
annualized 3.7% over the 10 years to 2025. This exceeds growth in the overall economy, as Canada's GDP
is projected to grow an annualized 1.4% during the same period. IVA has grown as a result of steady
sales growth and wages increasing as a proportion of revenue. Over the five years to 2025, profit is
expected to grow modestly, with rising demand for high-profit services, such as cloud-based systems
integration, partially offset by increased price-based competition.

Over the five years to 2020, the industry weathered cyclical economic conditions and managed to grow
during the majority of the period, as businesses sought ways to improve operating efficiency and sales.
Moreover, the continued introduction of new products and services has significantly boosted demand for
information technology (IT) consulting and outsourcing during the five-year period. IT consulting services
are becoming increasingly prevalent as more businesses use services to understand how computer
systems can improve their operations. This includes the handling of big data, which are databases of
information that are too large to be handled by traditional database management systems. Broader use
and application of big data permit companies to understand business trends and consumer behaviour,
resulting in increasing demand for IT consultants. Cloud computing and other third-platform services
have proven to be a high growth area over the past five years and are expected to continue driving
industry growth in the coming years. However, these services are also expected to capture potential
revenue from operators.
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Products & Markets
Supply Chain

Products & Services

  IT technical consulting services

Information technology (IT) technical consulting services are estimated to account for 38.1% of the
Canadian IT Consulting industry's revenue in 2020. IT consultants provide advice or expert opinion on
technical matters related to the use of information technology. Examples include advising on hardware
and software requirements and procurement and systems security. Furthermore, consultants provide
expert testimony on information technology-related issues. Over the five years to 2020, this segment is
expected to fall as a share of revenue.

Nonconsulting computer systems design services
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Computer systems design and related services, excluding IT consulting, are expected to make up 39.5%
of industry revenue in 2020, up from 34.0% in 2015. Some of the services that make up this segment
include the customization and integration of software, website design and computer systems design and
development and integration services. Services in this segment represent the largest share of revenue,
due to the wide range of web design and custom systems design. Computer systems design services
represent one of the cornerstones of industry revenue, with fluctuations in IT investment affecting overall
demand for this segment.

Data processing, hosting and related services

Data processing, hosting and related services are expected to account for 5.3% of revenue in 2020, down
from 6.6% in 2015. This segment includes the compiling organization and manipulation of data to provide
consumers with meaningful information. Industry operators must have databases to store information
that is then analyzed and presented to the consumers. Nearly all companies have some need for
presentable data and as company operations continue to become more computerized, this segment's
share of revenue is expected to increase.

Other services

Other services in the industry are expected to make up 17.1% of revenue in 2020, up from 15.2% in 2015.
The largest segment among these other services includes temporary IT staffing, system software
publishing, application software publishing and provisioning, IT-related training services and software-
related technical support services.
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Demand DeterminantsDemand for the Canadian IT Consulting industry's services is based on
a variety of factors, including the development of new information
technology (IT) products, demand for in-house IT support, business
profit and merger and acquisition activity.

 

Cyclical factors play a significant role in industry demand, influencing business profit and cash flow,
which affects, the resources companies can devote toward upgrading their IT systems.

Business profit and confidence

Demand for IT consulting services typically grows alongside higher business profit and confidence.
Potential clients are expected to invest in new computing infrastructure when profit is high and
businesses maintain a positive outlook. In periods of declining profit and weak business confidence,
companies reduce new purchases and outgoing expenses. This includes payments to external
consultants such as IT consultants. Business profit and confidence are expected to improve over the five
years to 2025, increasing demand for industry services. However, the IT Consulting industry in Canada
also demonstrates countercyclical trends. Although companies may reduce expenditure on new IT and
associated consultants in times of financial duress, businesses are also expected to focus on improving
efficiency to increase profitability. This includes improvements to systems and processes such as
computer databases, network infrastructure and office software. The spread of COVID-19 (coronavirus)
has had a negative effect on business profit and confidence, but has resulted in more employees working
remotely. As a result, demand for industry services has been resilient and has mitigated the significant
decline in industry revenue experienced by other consulting industries.

New IT products

Demand for industry services is highly sensitive to the development of new hardware and software
products. An increase in the speed and development of technology requires businesses to establish and
upgrade their IT systems. As a result, companies will need the help of IT consultants to recommend the
best strategies to improve their systems. Industry operators must rapidly assess the relevance of
innovations or they will not remain as competitive as more technologically savvy companies. Over the five
years to 2020, rapid adoption of third-platform IT solutions, which include big data analytics and cloud
computing, has increased the need for IT consulting in these areas. Over the next five years, demand for
industry services will remain strong as digital technology continues to drive the global economy forward.
However, demand for new IT products is expected to decline in 2020 as a result of the economic
downturn caused by the spread of coronavirus. With most businesses expected to endure lower levels of
revenue in 2020, investment in new IT products is forecast to fall for the year.

Inhouse IT support versus outside consultants

Demand for industry services is negatively correlated with the use of in-house IT support teams. For
example, a company with an internal technical support or procurement team is not expected to seek the
services of external IT companies. In this case, a potential client may prefer to assemble IT systems
internally, rather than outsourcing this work to an industry operator. However, due to technology evolving
rapidly, many companies view the outsourcing of IT consulting services as a necessary and more
efficient alternative. In particular, small to medium-sized companies turn to outside consultants for IT
consulting, database design and infrastructure management services. Since smaller companies do not
require constant system upgrades, they find it more practical to pay a one-time consulting fee. Over the
next five years, IBISWorld expects businesses to rely less on internal IT departments and more on
industry operators, as network management and data security issues become increasingly complex and
businesses have fewer resources or less time to keep up to date with rapidly changing technological
standards.
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Major Markets

  Businesses

Canadian businesses represent the largest market for the IT Consulting industry in Canada, accounting
for an estimated 50.3% of revenue in 2020. The largest sector is the financial and capital market,
projected to generate 31.1% of industry revenue in 2020, followed by utilities, communication and media
accounting for 12.6% of revenue and manufacturing, retail and distribution accounting for 6.6% of
revenue.

Financial services operators, for example, are responsible for protecting and presenting sensitive
information, which results in their dependence of industry operators to provide systems that satisfy
business needs. Moreover, utilities and media communications' revenue share boosted over the five
years to 2020 as the industry is becoming more digitalized and online-dependent. Businesses within
these sectors would be unable to continue operations at the scale they operate in without the expertise
and services of industry operators. Overall, the share of revenue generated by this market segment is
expected to grow during the period.

External market

A significant portion of industry services is provided to parties outside of Canada, which are expected to
account for 27.6% of revenue in 2020, up from 26.3% in 2015. The nature of the industry is such that it is
highly decentralized. With the advent and proliferation of cloud-based communication, as well as
continuing technological trends, information can flow freely from country to country. The portion of
revenue attributable to foreign sales is expected to increase over the coming years as the use of new
technologies becomes more widespread and integrated.

Governments, nonprofit organizations and public institutions

Governments, nonprofit organizations and public institutions are expected to account for 8.9% of industry
revenue in 2020. Similar to other entities, continued computerization to maximize efficiency has led to
heightened demand for IT services in this segment. Government systems tend to lag behind private
businesses in regard to innovation. Consequently, industry operators are relied upon to deliver computer
systems design and other development services regularly. This market segment has been decreasing as
a share of revenue over the past five years, as revenue from businesses has outpaced revenue from this
segment.

Other

Included in other markets are individuals that require expertise and technical support. Individuals make
up a minuscule fraction of industry revenue due to cases where when they purchase services, revenue
gained would be very small compared with industry revenue. Furthermore, wealthy clients would not
require these services on an individual basis, as they are expected to request for them through a business
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that they may be involved in. All other businesses are expected to account for 13.2% of revenue in 2020,
up from 12.9% in 2015.
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International Trade Exports in this industry are    Low  and Steady

Imports in this industry are    Low  and Steady

International trade does not occur in the IT Consulting industry in Canada due to its service-based nature
of activities. However, globalization has helped large consulting companies that service multinational
corporations maintain an international presence. This industry is global and several large IT consulting
companies have international and domestic operations.

Business Locations

  Operators in the IT Consulting industry in Canada are typically located in metropolitan hubs where
professional service companies are located. These areas typically include headquarters, where most
information technology is handled and corporate strategy involving technology is developed.

Ontario

Ontario represents the majority of industry establishments with an estimated 54.6% of total
establishments in 2020. Ontario contains 38.8% of the total Canadian population and is known for its
large manufacturing presence, as well as an abundance of natural resources. Consequently, high
business growth and employment have attracted new IT consulting companies to the area that are aiding
manufacturing, energy and resource industries as well as the supporting service sector.

Quebec

Quebec is estimated to account for 19.6% of total industry establishments in 2020. The region contains
22.5% of the total population and has a large service sector. This includes Montreal's large financial and
professional services sector, which represents one of the biggest business markets for industry
operators. Furthermore, the province has a large science and technology sector, which attracts IT
consultants and will provide new technology opportunities over the five years to 2025. However, many of
these companies use internal IT departments and professionals, which diminishes demand for industry
specialists.

Alberta and British Columbia

Alberta and British Columbia are expected to represent 10.5% and 11.5% of total industry establishments
in 2020, respectively. This is in line with their respective shares of the population at 11.6% and 13.5%.
Each province is highly engaged in oil drilling, gas extraction and mining activities, which has resulted in a
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lower share of establishments being housed in these provinces during the period, as the price of these
commodities has declined.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

 

  The IT Consulting industry in Canada is highly fragmented and displays low market share concentration.
The industry includes IT companies such as CGI Inc., global computer equipment companies such as the
Hewlett Packard Enterprise Company and a wide range of other companies. Although they offer some
type of service related to information technology, these companies do not necessarily compete directly
with one another. Accordingly, the industry's sheer size and assortment of services prevent any one
company from dominating the industry as a whole, despite the presence of numerous high-profile global
corporations. The largest of these companies is IBM, which is expected to account for less than 10.0% of
market share in 2020.

Rapid technological developments, particularly within cloud infrastructure and mobile computing, have
significantly disrupted the industry over the five years to 2020 (IBISWorld report 51821CA). Due to these
developments, many existing companies in the industry are quickly investing to further expand their
services. As a result, top performing operators' services are becoming increasingly fragmented and
diminishing as a share of industry revenue. Furthermore, the nature of services permits up-and-coming
operators that specialize in a recently introduced technology to quickly capture a chunk of the IT market
at the expense of more established competitors.

Nonetheless, the industry has experienced some consolidation, driven primarily by merger and
acquisition activity among major players such as IBM. Large IT consulting operators have the resources
to provide infrastructure and advice to growing corporate and multinational clients, resulting in increasing
demand from both large and small clients. In this respect, small companies and nonemployers are at a
disadvantage. Larger companies are expected to acquire smaller companies in an attempt to grow, but
the rapidly evolving nature of IT services will ensure that the industry remains fragmented.

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

 Adoption of a commercial focus: Highly technical and service-based industries, such as IT consulting,
need to tailor their expertise to the clients' needs.

 Access to the latest available and most efficient technology and techniques: Access to and an
understanding of the latest hardware and software systems can be crucial to attracting clients in a
dynamic technological environment. Clients expect state-of-the-art service and equipment.

 Access to highly skilled workforce: The industry is highly reliant on skilled labour, since computing
power alone is insufficient to develop solutions for clients' IT needs.

 Effective cost controls: Ensuring that the project is within budget greatly contributes to an operator’s
reputation for performance. Clients tend to enter into a project on an agreed budget, with an expected
timeline to measure deliverables.

 Good project management skills: The client's project needs to be managed well and with good, clear
and open lines of communication between the company and the client.

 Adaptability of operations to comply with social distancing protocols: Operators need to ensure that
they are valuing the safety of their employees and of their customers by adhering to social distancing
protocols. Due to the nature of industry operations, this is typically done with ease.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is expected to account for 8.6% of
industry revenue in 2020, down from 11.7% of revenue in 2015. Due to a lack of major capital costs in the
industry and services being highly value-added, profit is generally high for operators. As the economy
grows, increased demand for IT consulting services will enable companies to increase fees and operate
at a higher capacity. Additionally, major companies are expected to continue to shift the balance of their
services toward more profitable services. At the same time, increasing competition among major players
will increase price competition.

Over the five years to 2025, IBISWorld estimates that industry profit will grow moderately as continued
investment in new technology platforms will enable operators to develop and market new value-added
services. Consequently, wages' share of revenue is projected to rise during the period as wages are
anticipated to outpace industry revenue growth. More specifically, as clients continue to rely on data
management and other digital technology solutions to drive business, increased demand for IT consulting
services will enable operators to increase fees while sustaining a growing number of clients. Major
companies are expected to continue to shift the balance of their services toward higher value-added
offerings, such as infrastructure as a service which are more profitable for operators than their traditional
counterparts.

  Wages

Industry wages are expected to account for 43.6% of revenue in 2020, up from 41.0% in 2015. Wages
comprise the largest cost for operators in the industry, as experienced engineers, programmers and
system architects command high compensation for their work. Additionally, larger operators employ part-
time workers, subcontracting and other temporary workforce arrangements to efficiently manage labour
costs and ensure flexibility of service delivery. Due to the increasingly specialized nature of IT knowledge,
industry participants often sub-contract consulting projects to outside experts, including those located
abroad. This provides a cost-effective alternative to maintaining a large staff of in-house specialists and
reduces labour costs. Nonetheless, industry-wide labour costs are expected to remain relatively stable
due to the high-skill services provided. In general, industry employees must have a high level of education
and experience and once an employee has been hired, companies must invest in training and continued
employee education.

  Purchases

Purchases in the industry are expected to account for 21.3% of industry revenue in 2020, up from 20.5%
in 2015. The majority of purchases are attributable to computer hardware and software used in the
production of integrated systems or resold to clients due to consulting and tech support activities. In the
case of integrated systems, components are frequently purchased internally from a company's own
software or hardware divisions. Since very few industries in the Professional, Scientific and Technical
Services sector are engaged in the resale of merchandise, purchases in the domestic IT Consulting
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industry exceed sector averages.

  Marketing

Marketing costs are expected to account for 0.7% of revenue in 2020, remaining steady during the period.
For very large and profitable operators, this proportion is typically higher. Companies that provide IT
consulting services to the government and large private enterprises bid for contracts on the basis of cost,
but do compete based on company reputation and product selection as well. Due to the subjective nature
of reputation and innovation, operators devote significant resources toward differentiating themselves
and their product offerings through marketing strategies.

  Depreciation

Depreciation is expected to account for 3.0% of industry revenue in 2020, up from 2.5% in 2015. With
labour costs representing the largest share of expenses in the industry, capital equipment costs are low.
Furthermore, operators regularly use computers, servers and other technologies, with consulting
generating the largest portion of profit. Consequently, operators invest in human capital.

  Rent

Rent and lease costs are expected to account for 2.2% of industry revenue in 2020, down from 2.3% in
2015. Rental costs for IT consultants can be relatively high due to offices typically located near the
industry's largest client bases in urban hubs. Additionally, the largest industry operators locate
themselves in prestigious areas to differentiate themselves from the competition.

  Utilities

Utility costs refer to power and water costs for staff in offices and other sites. IBISWorld expects utility
costs to account for 0.6% of industry revenue in 2020, down from 0.7% in 2015.

  Other Costs

In 2020, other industry costs are expected to account for 20.0% of industry revenue, down from 20.5% in
2015. Other costs include travel costs for consultants that frequently travel to client sites, insurance fees
and legal costs.

Basis of Competition Competition in this industry is    High  and the trend is  Increasing

  Internal competition

Competition within the IT Consulting industry in Canada is based primarily on technical expertise, quality
of service, availability of value-added services and, to a lesser extent, price. Operators within this industry
increasingly advertise as one-stop shops, boasting an ability to provide insight and implementation to
meet all of their clients' IT needs. This service innovation appeals not only to large, complex corporations,
but also to smaller clients without the resources to evaluate new consulting bids at every stage of their
project. In this area, consolidation among major companies shows competition between consulting
companies to expand their service base through mergers and acquisitions. Additionally, by acquiring a
supplier, large corporations can ultimately reduce their input costs, giving them a competitive advantage.
Moreover, the increasing demand for cloud services (IBISWorld report 51821CA) and transaction
processing services has been rising as a share of industry revenue for large operators. The ability for
senior IT consultants to directly approach current and potential clients can also be a competitive
advantage. Those that can foster long-term relationships with clients not only maintain a strong client
base, but also boost a company's reputation. Generally, IT consultants rely on previous clients' work to
obtain future business through referrals and recommendations.

External competition

Competition for IT consulting projects has recently increased from operators in other industries. The
services provided by the Management Consulting industry in Canada (54161CA) increasingly overlap with
this industry, as IT has become more relevant to management, production and logistics strategy. There is
a growing terminology, “managed services,” that encapsulates this combination of advisory and
implementation services. In addition to competition from consulting companies outside the industry, IT
consultants experience competition from the in-house capacities of their clients. When businesses
outsource IT consulting, industry revenue increases. In contrast, growth in internal IT and consulting
departments of large corporations places a limit on consultancy outsourcing, causing industry revenue to
decrease. While outsourcing does not depend exclusively on good economic conditions, the weakening of
business confidence may cause companies to terminate external consulting contracts in favour of
smaller, in-house solutions.

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

  The IT Consulting industry in Canada contends with a low level of
regulation and minimal start-up costs, enabling relative ease of entry
for new operators.

 

Due to the labour-intensive nature of the industry, establishing a business requires only that the business
owner possess knowledge, experience and a functioning IT system. For industry entrants hoping to
establish a sole proprietorship, the primary barriers to entry are educational experience in a relevant
computer science discipline and the ability to attract clients. Although developing a network of clients
that can provide a regular flow of work can be a significant challenge, this is a challenge many in the
industry have taken on, with the majority of establishments classified as small, nonemployer companies.

While major players such as IBM and the Hewlett Packard Enterprise Company (HPE) bring strong brand
recognition, these companies tend to target big-name clients but offer services across a wide variety of
industries and activities. Such enterprises bring a high capacity worldwide network of offices and can
provide services on a global basis. In the market for large corporate clients, brand-recognition and scale
are substantial barriers to entry. In general, companies entering the industry cannot expect to directly
compete with these operators, especially for high-value clients. New entrants tend to be highly
specialized in a certain skill set. For example, smaller companies can offer tailored services including
disaster recovery, database integration and maintenance and online retail store development. Since small
operators experience lower overhead costs, they can provide services in geographic locations
underserved by large corporate IT consulting operators.

Moreover, new entrants often rely on larger companies for services in developing their own businesses
instead of competing directly with major players. For example, a small company intending to enter the
platform as a service segment may purchase mainframe server infrastructure from HPE, virtualization
software from VMware Inc. and network devices from Cisco Systems Inc., even though the new entrant
will compete directly with these three companies once established. In fact, the ability to integrate existing
technologies to create a new value-added service is a commonplace occurrence within this industry.
Overall, low barriers to entry characterize the industry.

  Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Growth  

Technology Change High  

Regulation & Policy Light  

Industry Assistance Low  

 

Industry Globalization Globalization in this industry is    Low  and the trend is  Increasing

  Due to the inherently globalized nature of information technology and digitalization, a very high level of
industry globalization characterizes the Canadian IT Consulting industry. The majority of major players
are publicly owned companies with a global presence. For example, major player IBM has direct
operations in more than 175 countries. According to its 2019 annual report (latest data available), major
player Hewlett Packard Enterprise Company (HPE) generated more than half its revenue from sales
outside of North America in fiscal 2019 (year-end October).

In addition to domestic companies branching out into international markets, several foreign companies
have entered the Canadian market in recent years. For example, the French IT outsourcing company
Capgemini SE has expanded its global operations significantly over the five years to 2020, with North
American sales accounting for almost one-third of total revenue in 2019 (latest data available). Overall,
the industry is expected to continue globalizing over the five years to 2025, as the global economy
becomes ever more digitalized and major players such as HPE and CGI Inc. continue to follow their larger
clients into foreign markets.
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Major Companies
Major Players

  IBM Canada Limited

  Market Share: 7.4%
 

 

  IBM Canada Limited (IBM Canada) is a subsidiary of IBM. IBM Canada provides hardware, software,
infrastructure, hosting and consulting services. The company operates across all industry service
segments and offers solutions to a broad range of private businesses, governments and nonprofit
clients. In addition to its own sales and distribution networks, IBM Canada offers its products and
services through a variety of third-party business partners such as distributors and resellers. In 2019
(latest data available), IBM generated $102.4 billion in global revenue and $12.5 billion in operating
profit, according to its 2019 annual report.

IBM Canada's industry-relevant operations include global business services, solutions software from
the cognitive solutions division, operating systems software from the systems division and technical
support services from the technology services and cloud platforms divisions. These divisions deliver
products and services in the areas of consulting, integrated software solutions and application
management services. IBM's key computer system to help power commercial software is IBM Watson.

Over the five years to 2020, IBM has gradually shifted its portfolio of services through several
acquisitions and divestments. Although a majority of acquisitions have been made to improve its cloud
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services and offerings (IBISWorld report 51821CA), there have been efforts over the years to
strengthen IBM Watson. In addition, the acquisition of AlchemyAPI, Explorys Inc., Phytel, Merge
Healthcare Inc., Resource/Ammirati, Truven Health Analytics and Promontory Financial Group have
accelerated IBM Watson's platform, analytics and cloud computing. These acquisitions have also
helped build new customer-centric solutions through IBM Watson such as IBM Watson Health and IBM
Watson Financial Services. The latest industry-relevant acquisition was in July 2019, with IBM
acquiring Red Hat Inc., a publicly traded software company, which is expected to expand the company's
hybrid multicloud platform. Though not directly industry relevant, cross-departmental services and
customer-centric strategies are projected to shape industry-relevant revenue.

Financial performance

IBM Canada's industry-relevant revenue is expected to increase at an annualized rate of 2.2% to $4.2
billion over the five years to 2020. As IBM has attempted to shift away from underperforming business
lines, Canadian operations for the company has been volatile due to the cost allocations of divestitures
and currency adjustments. Consequently, IBM Canada has not been able to capture requisite market
share in growing segments, which has resulted in IBM Canada's market share dropping from 8.2% in
2015 to an expected 7.4% in 2020. IBISWorld expects IBM Canada to leverage its economies of scale
and its widescale market penetration to mitigate losses related to the economic downturn caused by
the spread of COVID-19 (coronavirus), resulting in a forecast decline in industry-relevant revenue of
only 1.1% in 2020.

Moreover, the company's operating profit, measured as earnings before interest and taxes, is projected
to decline at an annualized rate of 8.4% to $392.0 million over the five years to 2020. Industry-relevant
operating profit has been volatile, with a 53.2% growth in 2018 alone. This growth is due to the
company's operating profit recovering from the $7.1 billion (USD$5.5 billion) one-time charge
associated with the 2017 tax reform.

Other Companies CGI Inc.

  Market Share: 2.9%
  CGI Inc. (CGI) is a global provider of information technology (IT) outsourcing, system integration and

business processes services. Founded in 1976, the Montreal-based company now employs more than
12,000 workers in Canada. The company participates in this industry via the first two operating units. CGI
serves a variety of sectors, including finance, government, health, telecommunications and
manufacturing. The company's acquisition of Logica PLC for $2.7 billion in 2012 boosted the company's
presence not only in Canada, but globally. In 2018, CGI acquired Facilite Informatique, an IT consulting
company with a strong presence in Quebec and Montreal. This acquisition adds more than 350 new
professionals in Canada and expands consulting services to the newly acquired clients. The most recent
acquisition took place in September 2019, with the purchase of Annams Systems Corporation. This
purchase strengthens the company's asset management services. Overall, CGI's industry-relevant
revenue is expected to reach $1.6 billion in fiscal 2020 (year-end September), representing a 2.9% share
of the market.

  Accenture PLC

  Market Share: 1.3%
  Accenture PLC (Accenture) is one of the largest management consulting and technology services,

including outsourcing services. In fiscal 2019 (year-end August), global revenue totalled $56.0 billion,
according to the company's 2019 annual report (latest data available).

The company's reportable operating segments include communications, media and technology, financial
services, health and public service, products and resources. In addition, Accenture's expertise groups are
broken into five categories, which include strategy, consulting, digital, technology and operations. The
company participates in the industry through its consulting, digital and technology divisions. Although
Accenture Strategy executes industry-specific solutions by implementing the latest technology, these
services are provided through management consulting (IBISWorld report 54161CA).

Over the five years to 2020, Accenture's industry-relevant revenue is expected to increase. Moreover, the
company's market share is also projected to increase. IBISWorld anticipates the company's industry-
relevant revenue to total $736.2 million in fiscal 2020, accounting for a 1.3% share of the market.

  Hewlett-Packard Enterprise Canada

  Market Share: 0.9%
  Hewlett Packard Enterprise Canada (HPE Canada) is a subsidiary of the Hewlett Packard Enterprise
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Company (HPE), a global technology corporation that provides a wide range of enterprise IT solutions to
commercial clients, including systems integration, software design, storage and networking. Until 2017,
the company operated under five business segments, including the enterprise group, enterprise services,
software, financial services and corporate investments. In 2017, however, the industry-relevant enterprise
services segment was spun off and merged with Computer Sciences Corporation to create DXC
Technology. The company participates in this industry via the Enterprise Group, which provides IT
infrastructure and related services to large business, government and nonprofit clients. In fiscal 2019
(year-end October), global revenue was $38.7 billion, according to HPE's 2019 annual report (latest data
available).

Industry-relevant service divisions within the Enterprise Group include only the technology services
encompassing strategic IT advisory services, transform IT, IT consolidation and migration, IT service
management services, data centre transformation, integration services and network services. These
segments provide consulting services for IT optimization and strategy. Overall, HPE Canada's industry-
relevant revenue is expected to reach $526.8 million in fiscal 2020, representing a 0.9% share of the
market.

  Pivot Technology Solutions Inc.

  Market Share: 0.1%
  Pivot Technology Solutions Inc. (Pivot) was founded in 2010 and is an Ontario-based IT service provider

to the energy, finance, healthcare, manufacturing, retail and public sector. Pivot operates through its
portfolio companies ACS, ARC, Sigma, ProSys and TeraMach. However, Sigma specializes in maintaining
data centres and cloud services, therefore it is not industry relevant.

Pivot's industry-relevant revenue experienced aggressive growth in 2016 and 2017 due to the growth of
TeraMach and ProSys taking revenue shares from Sigma. TeraMach offers technical solutions and
services for the public and commercial sectors and was added to Pivot's portfolio in 2016, hence growth
of more than 450.0% in both 2016 and 2017. IBISWorld projects the company's industry-relevant revenue
to total $78.6 million in 2020, representing a 0.1% share of the market.
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Operating Conditions
Capital Intensity

The level of capital intensity is    Low

  The IT Consulting industry in Canada has a low level of capital intensity. For every $1.00 spent on labour
in 2020, industry operators are estimated to spend $0.07 on capital. Although some segments of the
industry produce enterprise systems that require expensive hardware, the industry as a whole is a very
labour-intensive and service-oriented industry. The high share of revenue devoted to labour costs reflects
the service-oriented nature of IT consulting and the high level of education required of personnel. Larger
companies in the industry are more labour intensive due to the employment of significantly more high-
skilled staff.

Capital equipment costs in the industry are relatively low due to the minimal amount of equipment
required to perform designated tasks. Capital investment for this industry largely relates to the use of
computers, servers and associated technologies to perform work. Software tends to have a relatively
short life cycle relative to most other goods, as programs are regularly updated after one to three years.
IT consultants must continually upgrade their systems to remain competitive. Consequently, an ongoing
commitment by operators to invest in human capital, research and development and state-of-the-art
hardware and software is needed.
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Technology &
Systems 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.

Market Very Unlikely A ranked measure of the largest core
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 Very
Low

Concentration market for the industry. Concentrated core
markets present a low-end market or new
market entry point for disruptive
technologies to capture market share.

Technology &
Systems

The level of technology change is    High

  The IT Consulting industry in Canada uses technology to help clients
operate their businesses more efficiently.

 

Since computer technology is continually evolving, operators must regularly update the scope of their
expertise and services to meet client needs. Accordingly, the industry is subject to a very high level of
technological change. Regular technological innovation has disrupted the industry as a whole several
times during the past two decades.

The technology used in this industry relates to both computer hardware and software (including language
and applications). The relative prices of these tools are continuing to decline, even though the processing
power, capacity and sophistication of them continue to increase. The commoditization of computer
hardware has forced many players that previously experienced high profitability as manufacturers to
move into higher value-added service segments, bringing these companies into the IT Consulting industry
via integrated systems. Innovations in the fields of computer systems and applications design,
development and integration have been a hotbed of innovation for companies seeking to diversify beyond
commoditized hardware. For example, IBM divested from its microelectronics division to focus more on
its global services, software and system and technology segments. Similarly, HP Inc. split into two
separate entities, with Hewlett Packard Enterprise Company focused on software, infrastructure and
other enterprise services.

Furthermore, although not industry-relevant, innovations in the fields of cloud computing have given
major companies an avenue into more profitable IT consulting services (IBISWorld report 51821CA). The
developments in this field of IT consulting has been a major focus by major players and has been a
growing share of their revenue and is expected to continue. Newly developed converged infrastructure
portfolios integrate database and network hardware with cloud virtualization software, creating a high-
value, cutting-edge product. This recent technological breakthrough is known as the third-platform, which
encompasses industry services such as big data analytics, cloud storage and mobile integration.

In addition to cloud computing, growth areas in software technologies include executive information
systems, artificial intelligence, expert systems, improved user interfaces and computer-aided software
engineering tools. All these areas offer operators and their clients the benefits of improvements in
business productivity. A reduction in cost and the potential for increased profitability can occur in product
development or in manufacturing, warehousing and distribution. At the same time, the adoption of
internet technology has increased, stimulating demand for online services such as website design and
management, online payment and account management systems. While improvements in the usability of
new technologies will temper demand for technical support, technological innovation generally influences
clients to seek the design and implementation assistance of experts.

Revenue Volatility The level of volatility is    Medium

The IT Consulting industry in Canada exhibits a low to moderate level of revenue volatility. The industry is
affected considerably by breakthroughs in technology, so revolutions in computer usage can rapidly shift
demand from established service segments toward new service segments. However, the sheer size of the
industry, with an expected $56.9 billion in revenue and more than 85,000 companies in 2020, tends to
alleviate annual revenue fluctuations. During the past decade, the industry was largely sheltered from the
effects of the global recession and more recent downturns in domestic economic conditions. Overall,
industry revenue is expected to rise over the five years to 2020, with revenue expected to grow as much
as 7.8% in 2018 and decline as much as 6.0% in 2020.

Over the five years to 2025, revenue volatility is projected to remain at a similar level. The industry is
projected to continue to grow since it is not expected that there will be another major economic
downturn, such as the one caused by the spread of COVID-19 (coronavirus) in 2020. Increased saturation
in the third-platform IT market such as cloud and mobile computing will also promote industry growth.
Nonetheless, continued technological breakthroughs in services such as big data analytics and the
Internet of Things will continue to create significant disruptions to the industry's internal structure and
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future direction.

 

Regulation & Policy The level of regulation is    Light  and the trend is  Steady

Although the IT Consulting industry in Canada is not strictly regulated, many cross-industry laws and
regulations have a significant weight on the results of operations, most notably in the areas of intellectual
property and the environment. In particular, intellectual property regulations are an important
consideration for companies in the IT Consulting industry. They rely on patent, copyright and trademark
laws to protect intellectual property developed through research and development.

Environmental laws at the federal and local levels regulate pollutant discharge, hazardous waste
management and disposal, product content and product recycling. Although manufacturers are primarily
responsible for the content and environmentally safe production of the hardware used by this industry, IT
consultants must inevitably handle and dispose of electronic equipment. Electronic devices may contain
known contaminants including lead, cadmium, beryllium and brominated flame retardants.

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

The IT Consulting industry in Canada receives no form of direct government assistance. However, the
industry is served by dozens of information technology publications, trade associations and market
research companies that focus specifically on the IT industry. Major trade organizations include
Computing Technology Industry Association (CompTIA), Information Technology Industry Council and
the Association of Information Technology Professionals. Canada-specific trade organizations include IT
World Canada and the Information Technology Association of Canada. On a global scale, the industry is
supported by the Software and Information Industry Association and International Federation for
Information Processing. Both promote, protect and inform the industry through conferences,
memberships, exclusive publications and public research.

Operators are also likely to qualify for some of the assistance programs being offered by the government
of Canada in response to the spread of COVID-19 (coronavirus). For example, the Canada Emergency
Response Benefit offers a taxable benefit of $2,000 every 4 weeks for up to 16 weeks to eligible
individuals, in addition to more time to pay income taxes. This should enable consultants to stay current
with technological changes within the industry and invest in new equipment. Meanwhile, companies may
apply for a Canada Emergency Business Account interest-free loan, which provides up to $40,000 to
small businesses, or the Canada Emergency Wages subsidy, which covers up to $847.00 in weekly wages
for eligible employers.
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Key Statistics
Industry Data

 
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Private
investment in

computers and
software  ($b)

2011 40,742 22,498 64,446 61,795 206,347 N/A N/A 16,853 N/A 25.2
2012 42,010 23,479 61,655 59,239 208,287 N/A N/A 17,300 N/A 26.3
2013 44,219 24,681 70,208 67,357 216,303 N/A N/A 18,193 N/A 27.2
2014 46,864 25,992 73,524 70,385 225,546 N/A N/A 19,035 N/A 28.4
2015 49,915 27,582 76,445 73,052 235,584 N/A N/A 20,486 N/A 27.8
2016 53,088 28,557 79,833 76,032 251,658 N/A N/A 21,704 N/A 27.8
2017 55,710 30,170 83,198 79,157 257,514 N/A N/A 22,297 N/A 29.5
2018 60,062 32,751 88,521 84,057 273,678 N/A N/A 23,635 N/A 31.3
2019 60,535 34,341 89,771 85,133 291,253 N/A N/A 25,628 N/A 31.4
2020 56,908 31,433 90,623 86,318 284,202 N/A N/A 24,824 N/A 30.1
2021 60,108 34,469 94,688 90,115 298,626 N/A N/A 26,111 N/A 32.6
2022 62,531 35,913 98,315 93,546 310,607 N/A N/A 27,160 N/A 34.7
2023 64,817 37,287 101,920 96,971 322,227 N/A N/A 28,171 N/A 36.8
2024 66,922 38,515 105,424 100,315 333,062 N/A N/A 29,112 N/A 38.9
2025 68,955 39,685 108,890 103,630 343,842 N/A N/A 30,043 N/A 41.1

Annual Change

 
i Revenue

(%)
i IVA

(%)
i Establishments

(%)
i Enterprises

(%)
i Employment

(%)
i Exports

(%)
i Imports

(%)
i Wages

(%)

i Domestic
Demand

(%)

i Private
investment in

computers and
software  (%)

2011 3.60 4.37 1.63 1.88 8.31 N/A N/A 5.40 N/A 5.42
2012 3.11 4.36 -4.34 -4.14 0.94 N/A N/A 2.65 N/A 4.58
2013 5.25 5.11 13.9 13.7 3.84 N/A N/A 5.16 N/A 3.13
2014 5.98 5.31 4.72 4.49 4.27 N/A N/A 4.62 N/A 4.57
2015 6.51 6.11 3.97 3.78 4.45 N/A N/A 7.62 N/A -2.27
2016 6.35 3.53 4.43 4.07 6.82 N/A N/A 5.94 N/A 0.11
2017 4.94 5.65 4.21 4.11 2.32 N/A N/A 2.73 N/A 6.09
2018 7.81 8.55 6.39 6.19 6.27 N/A N/A 6.00 N/A 6.13
2019 0.78 4.85 1.41 1.28 6.42 N/A N/A 8.43 N/A 0.44
2020 -6.00 -8.47 0.94 1.39 -2.43 N/A N/A -3.14 N/A -4.24
2021 5.62 9.65 4.48 4.39 5.07 N/A N/A 5.18 N/A 8.36
2022 4.03 4.18 3.83 3.80 4.01 N/A N/A 4.01 N/A 6.28
2023 3.65 3.82 3.66 3.66 3.74 N/A N/A 3.72 N/A 6.18
2024 3.24 3.29 3.43 3.44 3.36 N/A N/A 3.33 N/A 5.61
2025 3.03 3.03 3.28 3.30 3.23 N/A N/A 3.19 N/A 5.71

Key Ratios

 
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 55.2 N/A N/A 197 41.4 3.20 81,673
2012 55.9 N/A N/A 202 41.2 3.38 83,059
2013 55.8 N/A N/A 204 41.1 3.08 84,110
2014 55.5 N/A N/A 208 40.6 3.07 84,396
2015 55.3 N/A N/A 212 41.0 3.08 86,960
2016 53.8 N/A N/A 211 40.9 3.15 86,244
2017 54.2 N/A N/A 216 40.0 3.10 86,586
2018 54.5 N/A N/A 219 39.4 3.09 86,361
2019 56.7 N/A N/A 208 42.3 3.24 87,991
2020 55.2 N/A N/A 200 43.6 3.14 87,347
2021 57.3 N/A N/A 201 43.4 3.15 87,437
2022 57.4 N/A N/A 201 43.4 3.16 87,441
2023 57.5 N/A N/A 201 43.5 3.16 87,426
2024 57.6 N/A N/A 201 43.5 3.16 87,407
2025 57.6 N/A N/A 201 43.6 3.16 87,373
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Additional Resources Canadian Association of Management Consultants
http://www.cmc-canada.ca

Innovation, Science and Economic Development Canada
http://www.ic.gc.ca

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

Canadian Information Processing Society
http://www.cips.ca

International Federation for Information Processing
http://www.ifip.org

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

Industry Jargon BIG DATA ANALYTICS
The method by which a company combs through a large collection of unorganized data for potential
trends and insights.

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

COMMODITIZATION
The trend toward uniformity in product offerings and price; commonly cited as a cause of declining prices
and profitability in computer hardware manufacturing.

INFORMATION TECHNOLOGY (IT)
The design, development, implementation, support or management of computer-based information
systems.

INTEGRATED SYSTEM / ENGINEERED SYSTEM
A pre-integrated, optimized combination of software and hardware. Such a system increases ease in
installing updates and improves performance, scalability and reliability.

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

SERVER
Any combination of hardware or software designed to provide services to clients. It generally refers to a
centre of a network, where information can be shared via an online connection.

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.
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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%.

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 <br/> Atlantic | NB, NS, PE, NL <br/> 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.
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