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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Scientific Research and Development industry has decreased over the five years to
2021, partially due to the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance
chapter.

· Industry profit has decreased slightly over the past five years, partially due to the coronavirus pandemic, which has
forced many operators to reduce their research output in an effort to keep their companies afloat during uncertain
economic conditions. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate due to the coronavirus pandemic. For more
detail, please see the Major Markets chapter.
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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 This industry conducts physical, engineering or life sciences research and development (R&D). This industry does

not include operators such as pharmaceutical or manufacturing companies that may undertake R&D to support
operations. Government entities are also excluded from this industry.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Engineering and technology research

Electrical engineering research

Software engineering research

Mechanical engineering research

Medical and health sciences research

Natural and formal sciences research

Agricultural, forestry and fisheries research

The major products and services in this industry are:

Environmental research

Natural resources and energy research

Health and life sciences research

Information and communications research

Other
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Supply Chain

SIMILAR INDUSTRIES

Engineering Services in Canada Laboratory Testing Services in
Canada

Scientific & Economic Consulting
in Canada

Colleges & Universities in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Biotechnology Scientific Research &
Development in the US

Animal Health Biotechnology DNA & DNA Forensic Laboratories

Contract Pharmaceutical
Research Services

Clinical Trial Support Services Contract Research Organizations Scientific Research Services in
Australia

Medical Research in China Biotechnology in the UK Scientific Research Services in
New Zealand
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Industry at a Glance
Key Statistics

$9.5bn
Revenue

Annual Growth

2016–2021

-2.2%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$810.6m
Profit

Annual Growth

2016–2021

-2.9%

  Annual Growth

2016–2021

 

8.5%
Profit Margin

Annual Growth

2016–2021

-0.3pp

  Annual Growth

2016–2021

 

5,193
Businesses

Annual Growth

2016–2021

2.8%

Annual Growth

2021–2026

1.9%

Annual Growth

2016–2026

 

51,993
Employment

Annual Growth

2016–2021

3.1%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

$4.6bn
Wages

Annual Growth

2016–2021

3.5%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.4%
Government consumption and
investment

9.1%
Corporate profit

1.4%
Research and development
expenditure

-0.3pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Industry Assistance

High / Increasing

  Concentration
Low   Barriers to Entry

High / Steady

  Industry Globalization
Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Competition
High / Steady

 

Key Trends

 Investment in R&D across the private sector has remained
weak over most of the past five years

 A range of innovation funding from the federal government
has assisted growth for business innovation

 With new funding being tied to innovative growth sectors,
new businesses have entered the industry

 Healthy growth in emerging markets will likely drive demand
for Canadian innovation

 The government is expected to allocate more money into
medical, healthcare and formal sciences R&D

 Improvements in technology will likely support industry
employment growth

 New enterprises have entered the market, leading to
fragmentation in the industry
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High & Increasing Level of Assistance

  Low Imports

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

   

OPPORTUNITIES

  High Performance Drivers

  Overnight rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Corporate profit
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Executive Summary Fact check: Private enterprises allocating more funds to product
development will likely support industry growth

The Scientific Research and Development industry in Canada includes organizations conducting physical,
engineering and life sciences research, but does not include private research and development (R&D) conducted in-
house at corporations. Private enterprises represent most industry clients and funding. However, due to the low
corporate profit margin over most of the five years to 2021, enterprise investment remained low during most of the
period.

Government funding for R&D has grown as the current administration has made investment in Canadian research a
priority. New enterprises have entered the market, encouraged by targeted funding toward technological and
innovative research areas. This has led to fragmentation in the industry, with an increase in smaller-scale research
initiatives. Nonetheless, due to significant declines brought by the commodity price collapse in 2016 and 2020, along
with other adverse economic affects, industry revenue has fallen, decreasing at an annualized rate of 2.2% to $9.5
billion over the five years to 2021. However, with an increase in government funding, industry revenue is projected
to grow 2.3% in 2021 alone. This increase in government funding can be mainly attributed to Canada's COVID-19
(coronavirus) Economic Response Plan, which is expected to spur economic growth after the coronavirus pandemic
abates.

Recently, there have been signs that the industry will likely experience a change in fortune, particularly as the
current administration has indicated an intention to increase R&D funding under its Innovation Agenda. This is
expected to encourage private enterprises to allocate more money for product development, while several
government initiatives focusing on healthcare, green technologies and defence should support industry revenue
growth. This expected growth comes in addition to the $750.0 million already committed in 2020 under the
Sustainable Development Technology Canada program, to support Canada's cleantech sector. Meanwhile, the
higher education segment of this industry has started to benefit from greater endowments. Over the five years to
2026, the industry is expected to return to growth as corporate profit and business sentiment improves, while
government consumption and investment rises. As a result, industry revenue is projected to grow an annualized
1.6% to $10.3 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Research and development expenditure

Research and development (R&D) expenditure represents total funds spent by the public and private sectors on
natural sciences, engineering, social sciences and humanities research. An increase in total funding for R&D boosts
industry revenue, as operators have larger budgets and tend to develop new technologies. R&D expenditure is
expected to increase in 2021, representing a potential opportunity for the industry.

 

Corporate profit

Corporate profit measures profit earned across all industries in Canada. An increase in corporate profit supports
investment in new technologies and systems as operators have a greater budget to use. When corporate profit is
low, research and development investment may follow suit. Corporate profit is expected to rise in 2021, however,
due to the volatility experienced over the five years to 2021, it poses a potential threat to the industry.

 

Government consumption and investment

Government expenditure and investment represents the total value of services produced by federal, provincial and
local governments, as well as investment in fixed assets. The government is a major source of industry revenue as
healthcare, life sciences and defence technologies are largely funded through public administration. Government
consumption and investment is expected to rise in 2021.

 

Overnight rate

The overnight rate is the rate at which major financial institutions can borrow and lend short-term funds to one
another. Increasing interest rates discourage investment in new research and technologies because the cost of
borrowing becomes more expensive. Therefore, an increase in the overnight rate harms industry revenue growth.
The overnight rate is expected to decrease in 2021.
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Current
Performance

The Scientific Research and Development industry in Canada has
contracted over the five years to 2021 due to a decline in aggregate
private investment.

Early during the period, both public and private sectors ascribed to a cost-cutting ethos that characterized the
economic environment for almost a decade. Corporate profit has been relatively volatile, causing companies to cut
budgets to protect against further losses. This included reducing expenditure on research and development (R&D).
Additionally, the federal government adopted an austere outlook and reduced spending to focus on reducing debt
and budget deficits. During this period, the government was particularly keen to encourage the private sector to
increase its share of industry funding, albeit in vain. Due to the austerity measures prevalent during much of the
period, industry revenue has declined, falling at an annualized rate of 2.2% to $9.5 billion over the five years to
2021. However, revenue is expected to rise 2.3% in 2021 alone, which is mainly attributed to the expected economic
recovery following the COVID-19 (coronavirus) pandemic.

CORPORATE INVESTMENT

Private investment represents a large portion of industry revenue.

Corporate profit has been volatile during most of the period, albeit rising an annualized 3.4% over the five years to
2021. Consequently, investment in R&D across the private sector has remained weak over much of the past five
years, particularly in regard to new product development. As a result, industry revenue has contracted during the
period. Corporate profit expanded 16.4% in 2017, which enabled businesses to allocate much more money to R&D
in 2018. Consequently, industry revenue grew 4.9% in 2018 due to the lag time in corporate profit growth.

The current administration has indicated its intention to increase R&D spending, which has encouraged the private
sector to follow suit. Corporations have become more confident in future conditions, as investment in R&D is
forecast to start improving once again. Businesses are expected to start new projects, being in pursuit of future
funding opportunities to gain a competitive edge through the development of new tools and products. Furthermore,
the opportunistic cost of continuing to wait for product development has risen and operators willing to invest will
likely place themselves at the front of industry innovation.

GOVERNMENT SUPPORT

A range of innovation funding from the federal government has assisted
growth for business innovation.

The 2013 federal budget included $121.0 million over two years to the National Research Council (NRC) to help
grow innovative businesses in Canada. Additionally, the budget included $20.0 million over three years to be
delivered through a new pilot program at the NRC Industrial Research Assistance Program. The program is
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designed to help small- and medium-sized businesses commercialize their research to help pay for research,
technology and other business development services at universities and other higher education institutions.
Improving the environment has also been a key issue over the past five years, which encouraged growth in 2021. In
2020, the Canadian government deployed a $450.0 million funding relief program as part of its COVID-19 Economic
Response Plan. The Canada Research Continuity Emergency Fund (CRCEF) is a three staged funding program,
where stages one and two are designed to cover up to 75.0% of the portion of research personnel's wages, up to
$847.00 per week. Additionally, stage three is expected to reimburse up to 75.0% of the direct costs of research that
would not normally be incurred in the absence of the coronavirus pandemic.

CAPITALIZATION STRUGGLE

Over much of the past five years, the Canadian government has
supported the industry by increasing investment and funding programs.

Due to Canada's struggle to capitalize on the R&D sector, as other countries have heavier investments that reap
public press and accolades, Canada has been pressured to accelerate investment plans to remain competitive. For
instance, although the Canadian government and the Canada Revenue Agency supervise the Scientific Research
and Development Tax Incentive Program (SR&ED), the current tax investment incentives have remained constant
since 2013. However, the Natural Sciences and Engineering Research Council of Canada announced a new funding
program in April 2019, called the Alliance Grant, to replace Collaborative Research and Development Grants. This
new program is intended to fund collaborative research initiatives between universities and organizations to
incentive corporations to invest in creating R&D hubs in Canada.

OPPORTUNITY SPURS ENTRANTS

With new funding being tied to innovative growth sectors, new
businesses have entered the market to compete for a share of these
opportunities.

Consequently, the number of industry enterprises has grown, rising an annualized 2.8% to 5,193 companies over
the five years to 2021. Many of these entrants remain small, and thus, have not contributed to new employment
significantly. Despite this, industry employment has still risen, increasing at an annualized rate of 3.1% to 51,993
people over the five years to 2021. Consequently, industry profit, measured as earnings before interest and taxes,
has decreased during the period, accounting for 8.5% of industry revenue in 2021.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Research and
development
expenditure

($b)
2012 10,803 5,304 4,277 3,986 46,099 N/A N/A 3,845 N/A 32.4
2013 11,488 5,552 4,737 4,414 47,316 N/A N/A 4,086 N/A 31.9
2014 11,807 5,698 4,989 4,635 48,866 N/A N/A 4,263 N/A 32.9
2015 11,757 5,707 4,791 4,431 48,127 N/A N/A 4,284 N/A 31.9
2016 10,678 5,174 4,875 4,514 44,553 N/A N/A 3,870 N/A 32.8
2017 9,134 4,790 4,880 4,581 42,278 N/A N/A 3,586 N/A 33.0
2018 9,581 5,261 5,360 5,080 45,557 N/A N/A 3,939 N/A 31.5
2019 9,547 5,324 5,271 4,995 48,456 N/A N/A 4,265 N/A 31.6
2020 9,322 5,392 5,368 5,088 50,957 N/A N/A 4,498 N/A 32.4
2021 9,536 5,728 5,478 5,193 51,993 N/A N/A 4,592 N/A 32.8
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Industry Outlook
Outlook The Scientific and Research Development industry in Canada is expected

to return to growth over the five years to 2026.

The industry is expected to experience an uptick in funding from all key markets, which will likely continue to be
dominated by private enterprises and government bodies. Under its Innovation Agenda, the current administration
has allocated increased funds for scientific research from fiscal 2017 onward. Meanwhile, provincial governments
are expected to increase investment in new technologies following the paying down of debts and budget deficits in
recent years. Government funding will likely continue to be allocated via investment in targeted research and
development (R&D) initiatives. In the private sector, demand for R&D is expected to expand as corporate profit rises
and enables businesses to make new investments in product development. Rising university and business
sentiment will also likely drive growth, as it is expected to incentivize companies to allocate more money to research
budgets rather than seek short-term operating profit.

Nevertheless, industry growth is expected to be gradual and moderate amid long-term political trends in which
governments restrain public funding for R&D. Consequently, industry revenue is forecast to grow at an annualized
rate of 1.6% to $10.3 billion over the five years to 2026.

PRIVATE PRODUCT DEVELOPMENT

Over the next five years, steady profit, coupled with rising business
sentiment, is forecast to boost industry funding, reversing the trend
experienced over the five years to 2021.

Corporate profit is expected to grow an annualized 2.2% over the five years to 2026, primarily driven by stronger
economic growth in the United States and across Europe. Additionally, healthy growth in emerging markets, such as
the Asia-Pacific and Latin America markets, will also likely drive demand for Canadian innovation. Consequently,
R&D expenditure is projected to grow at an annualized rate of 1.2% over the five years to 2026.

Private sector growth is expected to continue to focus on the industry's most lucrative scientific fields. Therefore,
operators focusing on electrical, software and mechanical engineering are expected to experience strong growth as
companies increase their reliance on power control systems and software that can be sold in a range of markets.
Furthermore, increasing demand for healthcare will likely spur demand for medical and health science research.
Pharmaceuticals, in particular, are expected to benefit from larger budgets as major manufacturers engage in
merger and acquisition activity following the expiration of major patents. The merging of major operators will likely
permit companies to share proprietary information and improve economies of scale to the benefit of industry
revenue.

FEDERAL GOVERNMENT'S INNOVATION AGENDA

Launched in June 2016, the federal government's Innovation Agenda
signalled an intention to reverse many years of declining funding to
science and technology R&D.

The program is focused on six key pillars, including improving Canadian science infrastructure to the world-best
standard. So far, $900.0 million has been allocated to be spent over six years, starting in 2017, on the formation of
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multistakeholder research superclusters, in which the government and various industries and universities work
together toward research outcomes. Existing examples include the high-tech cluster in Toronto-Waterloo and the
aerospace industry centred in Montreal.

Green technology is one of six focus areas under the Innovation Agenda and will likely continue to be an area of
growth as rising concerns over climate change cause politicians to focus on supporting new technology. In 2017, the
Canadian government invested an additional $400.0 million to be allocated as part of the Sustainable Development
Technology Canada program, to be spent over five years starting in 2017. The fund will likely support
entrepreneurial growth, development and demonstration of new, clean technologies. This is expected to be
particularly important for Canada's large mining and forestry industries over the coming years, which have potentially
massive environmental influences. Additionally, on December 11, 2020, the federal government has committed to
spending $3.0 billion over five years through the Strategic Innovation Fund's new Net Zero Accelerator fund. This
plan is expected to drive investment to reduce greenhouse gas emissions, support Canada's economic recovery,
bolster innovation and retain intellectual property. A portion of these funds is also anticipated to find its way to R&D
pursuits.

Defence spending is also expected to rise over the next five years. The Strategic Aerospace and Defence Initiative
(SADI) will likely help encourage R&D that results in innovation, stronger competition and more collaboration
between research institutes, universities and the private sector when investing in aerospace and defence. Overall,
growth in R&D funding is expected to be given a boost by growing government consumption and investment, which
is forecast to grow at an annualized rate of 1.5% over the five years to 2026. The government is expected to allocate
more money into medical, healthcare and formal sciences R&D, which are reliant on public funding in Canada and
will likely be under strain over the coming years due to demographic trends.

INDUSTRY EXPANSION

Overall, favourable funding conditions over the next five years are
expected to continue to encourage industry operators to expand.

IBISWorld forecasts the number of industry establishments to grow at an annualized rate of 1.8% to 5,993 locations
over the five years to 2026. Additionally, despite a slight decrease in profit, improvements in technology are
expected to lead to research institutes increasing the number of people working on research projects. Therefore,
industry employment is forecast to increase at an annualized rate of 1.8% to 56,834 workers over the five years to
2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Research and
development
expenditure

 ($b)
2021 9,536 5,728 5,478 5,193 51,993 N/A N/A 4,592 N/A 32.8
2022 9,736 5,846 5,571 5,282 52,931 N/A N/A 4,677 N/A 33.2
2023 9,880 5,929 5,679 5,387 53,767 N/A N/A 4,750 N/A 33.6
2024 10,022 6,008 5,788 5,495 54,739 N/A N/A 4,833 N/A 34.0
2025 10,163 6,089 5,908 5,612 55,840 N/A N/A 4,924 N/A 34.5
2026 10,315 6,186 5,993 5,693 56,834 N/A N/A 5,009 N/A 34.9
2027 10,460 6,312 6,094 5,789 57,768 N/A N/A 5,089 N/A 35.3
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

There is wholehearted acceptance of the industry’s services

Technological change is high for industry operators

An increasing number of enterprises continue to enter the market

The Scientific Research and Development industry in Canada is in the mature stage of its economic life cycle. The
industry is characterized by a high level of technological change due to the nature of operations. However, industry
performance may vary wildly depending on broader macroeconomic trends, fiscal policy and more. Industry value
added (IVA), which is a measure of an industry's contribution to the overall economy, is projected to increase at an
annualized rate of 1.8% over the 10 years to 2026, while Canadian GDP is projected to grow at an annualized rate
of 1.7% during the same period. IVA growth that exceeds GDP growth is typically indicative of a growing industry.
However, this growth is mainly attributed to the expected recovery after the COVID-19 (coronavirus) pandemic.
There are other factors that point to the industry's standing as a mature industry.

A steady increase in the number of industry enterprises, in addition to wholehearted acceptance of industry services,
are indicators of an industry that is mature. Businesses have remained wary of posting large investments in
research and development, while government funding also remained weak due to austerity measures. This has
served to intensify competition among industry operators, as funding for industry services has not abundant in
recent years. As a result, some potential market entrants have been deterred from launching operations. Despite
being a mature industry, new industry enterprises are expected to continue to enter the market moving forward. The
high level of technological change across a diverse and evolving range of scientific fields provides the ability for new
research institutes to slowly enter the market, particularly when funding from government organizations target new
areas of study.



Scientific Research & Development in Canada March 2021

17 IBISWorld.com

Products & Markets
Supply Chain Key Buying Industries

1st Tier

Utilities In Canada

Printing, Paper, Food, Textile & Other Machinery
Manufacturing in Canada

Semiconductor Machinery Manufacturing in Canada

Brand-Name Pharmaceutical Manufacturing in Canada

Generic Pharmaceutical Manufacturing in Canada

Healthcare and Social Assistance In Canada

Educational Services In Canada

Geophysical Services in Canada

Aircraft, Engine & Parts Manufacturing in Canada

Space Vehicle & Missile Manufacturing in Canada

Computer Manufacturing in Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Mining In Canada

Public Administration in Canada

Key Selling Industries
1st Tier

Chemical Wholesaling in Canada

Organic Chemical Manufacturing in Canada

Inorganic Chemical Manufacturing in Canada

2nd Tier

Medical Device Manufacturing in Canada

Laboratory Testing Services in Canada

Scientific & Economic Consulting in Canada

Plastic Pipe & Parts Manufacturing in Canada

Medical Instrument & Supply Manufacturing in Canada

Glasses & Contact Lens Manufacturing in Canada

Glass Product Manufacturing in Canada

Electrical Equipment Manufacturing in Canada

Products & Services

  Demand for the products and services offered by the Scientific Research
and Development industry has fluctuated over the five years to 2021.

Due to the COVID-19 (coronavirus) pandemic, many projects have been dismissed to prioritize research regarding
the pandemic. As a result, demand for most of the products and services offered by operators have decreased.

ENVIRONMENTAL RESEARCH

Environment and Climate Change Canada is the federal department
responsible for coordinating environmental policies and preserving and
enhancing the natural environment and renewable resources.

Divisions under this office include the Environmental Protection Branch, the Meteorological Service of Canada and
the Science and Technology Branch. Industry-relevant research conducted through these operations include climate
change, meteorological and weather, air quality, water and nature. The office also has a wide range of scientific
publications that it uses to support both itself and other branches of the government to further its research and
knowledge capacity. This segment has slightly grown as a share of revenue over the five years to 2021 and is
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expected to generate 9.0% of industry revenue in 2021.

NATURAL RESOURCES AND ENERGY RESEARCH

The Office of Energy Research and Development (OERD) is the
government's coordinator of energy research and development.

Programs administered under this office include the Clean Energy Fund, which establishes both large- and small-
scale energy projects and sets efficacy and emissions objectives. The Clean Energy Fund also helps with funding
and monitoring Canada's performance in meeting objectives. Other research projects that are relevant include the
ecoENERGY Innovation Initiative, the Program of Energy Research and Development (PERD) and the Energy
Innovation Program. Natural Resources Canada is another government office tasked with conducting research and
monitoring the state of Canada's mines, forests, northern territories and climate change. As a whole, this segment is
expected to generate 7.0% of industry revenue in 2021. This segment's share of revenue has slightly decreased
over the past five years as many operators have been more focused on healthcare research in the wake of the
coronavirus pandemic.

HEALTH AND LIFE SCIENCES RESEARCH

Medical and health science research includes pharmaceutical research
and biotechnology research, the work of which involves basic, applied
and translational research relating to human health.

Medical and health science research is primarily undertaken at universities and private pharmaceutical companies,
with research funded heavily by both the private and public sectors. Medical and health research can involve clinical
trials, where research studies are conducted on human subjects to test for safety and efficacy data. This segment is
expected to represent 48.5% of industry revenue in 2021. Due to the coronavirus pandemic, the government has
made medical research a priority area for funding, causing this segment to grow as a share of revenue over the past
five years.

INFORMATION AND COMMUNICATIONS RESEARCH

The Communications Research Centre Canada (CRC) focuses on the
research and development of telecommunications and related services in
Canada.

This includes smartphones, GPS devices and wireless internet connections. The CRC serves as the government's
leading source of scientific knowledge and long-term technical advice for regulation and policy purposes.
Additionally, the CRC is focused on strategic research and development collaboration to further develop knowledge,
the economy and Canadian industry. In summer 2016, the CRC opened the Big Data Analytics Centre, a state-of-
the-art research lab equipped with cutting edge technology that has further enhanced the office's research capacity.
Other research areas within this segment include animation and games, wireless networks and services and
broadband networks. This segment is expected to generate 8.3% of industry revenue in 2021, decreasing slightly as
a share of revenue over the past five years as many operators have been more focused on medical research due to
the coronavirus pandemic.

OTHER

Other predominant areas of research include engineering, such as
electrical, mechanical and software engineering.

Software engineering research has decreased slightly as a share of revenue due to a fall in private investment over
the five years to 2021. Much of the remaining scientific research includes civil, industrial and nanotechnology
engineering research. These fields are expected to remain stagnant along with research and development
expenditure. Although the current administration seeks to foster innovation by developing smart cities and
enhancing the capabilities of Canadian developed artificial intelligence, this segment has decreased as a share of
revenue due to other segments growing at a faster rate. This segment is expected to generate 27.2% of revenue in
2021.

Demand
Determinants

Demand for research and development (R&D) provided by the Canadian
Scientific Research and Development industry is generated through
several factors.
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The cost of conducting research can influence the level of demand, as relatively lower costs encourage operators
and government bodies to invest due to higher returns on investment. Similarly, the size of government and
corporate budgets is essential to demand for the industry. As corporate and private budgets expand, the ability to
invest in new R&D rises, which increases industry revenue.

Additionally, the advent of new technology can create increased demand for R&D, particularly when it creates a
variety of new product and service possibilities. Companies and other organizations engage in research activities if
they can easily and inexpensively patent technology and have confidence in the protection offered to the patented
product. A company can use a patent to corner a particular market or earn money through licensing the patented
technology. Furthermore, R&D activity is expected to be demanded if appropriate labour skills, materials and
processes are available. Advances involving microelectronics, biochips, genomics and biomaterials have facilitated
the development of new products that increase the capabilities and quality of research in other fields. Access to
large quantities of liquid capital can also be of assistance, as R&D can be time consuming and costly.

Changes in the international political climate also affect demand for research. For example, heightened security
concerns due to terrorist activity have assisted funding toward military technologies. This includes investment in
missiles, electronic hardware, data collection systems and other software that can assist government agencies in
making informed decisions and defending the nation.

Demand can also be affected by general macroeconomic conditions. For example, revenue slightly decreased in
2020 due to the COVID-19 (coronavirus) pandemic and the subsequent adverse economic affects. Uncertain
economic conditions may restrict certain companies from hiring higher skilled employees or investing in newer
technologies, as these companies attempt to preserve their profit margin.

Major Markets

  Demand from the Scientific Research and Development industry's major
markets has fluctuated over the five years to 2021.

  As a result of the COVID-19 (coronavirus) pandemic, major markets have either prioritized research regarding the
virus or reduced their operations to stay afloat during this period of economic uncertainty.

HIGHER EDUCATION SECTOR

The higher education sector includes universities and other tertiary
education institutions that specialize in the advancement of technology.

In 2021, this segment accounts for an estimated 49.2% of revenue, which uses the range of highly skilled
professionals and advanced technological equipment in research and development (R&D). The higher education
sector has increased as a share of revenue over the five years to 2021 as these institutions generate the majority of
their funds through governmental grants. Due to the coronavirus pandemic, many institutions have received more
funding to help conduct research concerning the novel coronavirus and the underlying issues that may be attributed
to the pandemic.

FEDERAL AND PROVINCIAL GOVERNMENT

The federal and provincial governments are estimated to represent 23.8%
and 8.1% of industry revenue, respectively, in 2021.
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This segment includes public funding to a variety of scientific fields, such as engineering, pharmaceutical and
healthcare research. Government bodies fund private and public research companies to undertake research that is
beneficial to the Canadian society and well-being. Additionally, the federal government funds R&D in defence
technologies. Over the past five years, the federal and provincial governments have increased their shares of
industry revenue. This rise is mainly due to the coronavirus pandemic and the need to conduct crucial research in an
attempt to aid healthcare improvements and spur economic growth.

PRIVATE NONPROFIT ORGANIZATIONS

Private nonprofit organizations include institutions dedicated to the
advancement of research and technology without seeking to record a
profit.

This includes research teams seeking to find medical cures for largely altruistic reasons. This segment is expected
to represent 10.0% of industry revenue in 2021. Since this segment conducts medical research, its share of revenue
has increased slightly over the past five years, as R&D is vital during a global pandemic.

PRIVATE BUSINESSES

In 2021, private businesses account for 8.0% of revenue, with an
emphasis on engineering, software and pharmaceuticals.

Private businesses have decreased marginally as a share of revenue over the past five years. Since these
businesses are private, they do not receive much aid from public sources and must rely on their own funds to stay
operational. As a result, private businesses are more reluctant to invest in new technologies and higher skilled
labour, in an attempt to keep their operations afloat during times of economic distress.

FOREIGN SECTOR

Industry operations are also funded by international operators that use
Canada's high level of education and specialization in specific
engineering and medical fields to advance their own interests.

In 2021, an estimated 0.9% of revenue is expected to be generated through foreign businesses and government
agencies. This segment has fallen as a share of revenue over the past five years as other segments recorded
stronger growth during the same period.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Although the Scientific Research and Development industry in Canada receives funding from international sources,
the industry experiences no international trade. However, some funding may come from the foreign sector. Despite
this, industry operations are undertaken in Canada only.
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Business
Locations

  Most establishments in the Canadian Scientific Research and Development industry are located in in Ontario and Quebec due to
their respective first and second ranking in terms of population and gross domestic product. In 2021, an estimated 37.3% and
23.3% of establishments are expected to be located in Ontario and Quebec, respectively, which is largely in line with their shares
of the Canadian population. These regions include highly funded universities and many large corporations that have the available
budget to invest in research and development activity. Therefore, the two provinces are expected to remain the main areas where
most industry establishments are located in the foreseeable future.

Additionally, British Columbia and Alberta are estimated to account for 17.8% and 10.6% of establishments, respectively, in 2021.
The two provinces are large in terms of industrial, agricultural and forestry industries. Consequently, investment from private
sources is high. Additionally, industrial, forestry and mining activity attracts investment from foreign corporations seeking to
maximize their return on investment.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Scientific Research and Development industry in Canada exhibits a low level of market share concentration,
with no operator accounting for more than 5.0% of industry revenue in 2021. The industry is extremely fragmented
due to the wide range of research that takes place across Canada, with specialization among operators.
Furthermore, the industry comprises government organizations, schools and universities and nonprofit organizations
that carry out scientific research and development. Consequently, it is difficult for any single company to capture a
significant proportion of the market in terms of revenue. However, operators may become renowned for their
specialized ability in certain fields of science. Over the five years to 2021, industry market share concentration has
remained stable. The inherent nature of the industry prevents any single player from capturing a greater proportion
of the industry. Nonetheless, mergers and acquisitions and divestments have been made.

Key Success
Factors

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

Having a good reputation:
A reputation for quality research and development is essential to attracting government grants and corporate
sponsorship.

Provision of appropriate facilities:
Industry operators require access to modern laboratories, medical facilities and specialized equipment depending on
specialization.

Ability to effectively manage risk:
Effective risk management is essential to ensure research projects receive long-term funding.

Must comply with government regulations:
Research and development is heavily regulated and operators must ensure they comply with standards to avoid
delays and legal problems.

Having technology sharing arrangements with major players:
Consortiums of various industry operators that pool their resources and expertise win many contracts in the industry.

Ability to establish remote work arrangements for employees:
The industry is labour intensive and keeping employees safe will likely enable operators to continue to stay
operational during the COVID-19 (coronavirus) pandemic.

Cost Structure
Benchmarks
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  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 8.5% of industry revenue in 2021, down from
8.8% in 2016. Profit can vary dramatically in this industry as some
operators are strictly funded by private organizations, and therefore,
seek to maximize profit. However, other companies are funded through
public agencies and do not operate to record a profit. Industry profit has
varied over the five years to 2021 along with funding from the private
sector. While profit has decreased as a share of revenue over the five
years to 2021, it can be mainly attributed to the COVID-19
(coronavirus) pandemic, which has forced many operators to reduce
their research output in an effort to keep their companies afloat during
uncertain economic conditions. The coronavirus pandemic has mainly
affected operators that are primarily funded by the private sector, since
many private organizations are more reluctant to invest in new research
projects during times of economic uncertainty. As opposed to public
agencies, which have a greater access to public funds.

 

  Wages

Industry wage costs are estimated to account for 48.2% of revenue in
2021, up from 36.2% in 2016. Industry wages represent the single-
largest expense for the industry, as operators must employ scientists,
engineers and other staff that are highly educated to make
breakthroughs in research and development (R&D). Consequently,
industry employees attract high wages as operators compete to acquire
the best talent. Wage costs have increased as a share of revenue over
the past five years as employment and wage growth have outpaced
revenue growth.

 

  Purchases

Purchase costs are estimated to account for 16.8% of revenue in 2021
and include specialized equipment that is essential to the development
of new technologies, including chemicals, laboratory equipment and
other materials used for investigation and experimentation. Purchases
have decreased slightly as a share of industry revenue during the
period because operators typically purchase new equipment in line with
revenue growth.
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  Marketing

Marketing costs are estimated to account for 2.1% of revenue in 2021.
IBISWorld expects this figure to have slightly risen over the past five
years.

 

  Depreciation

Depreciation costs are estimated to account for 3.4% of industry
revenue in 2021. R&D equipment needs to be continuously replaced to
ensure that scientists can work to their full ability. Depreciation costs
have remained a stable share of revenue over the past five years, as
uncertain funding conditions have caused operators to delay
investment in more expensive equipment and digital systems that
enable employees to maximize output.

 

  Rent

Rental costs are estimated to account for 2.6% of industry revenue in
2021. Operators require laboratories and other scientific spaces to work
in, which is often large and requires modern infrastructure.

 

  Utilities

Utility costs are estimated to account for 0.9% of industry revenue in
2021. Furthermore, utility expenses include communication, water and
electricity costs for the operation of machinery specific to research
specializations.
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  Other Costs

Other industry costs include legal costs to protect inventions and other
technological breakthroughs. This includes paying for patents,
trademarks and other intellectual property ownerships. Industry
operators also record high amortization costs, as the value of scientific
breakthroughs and contracts may deteriorate over time. Other costs
account for 17.5% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Operators in the Canadian Scientific Research and Development industry
primarily compete on the quality and success rate of research.

Operators that have highly skilled workforces and are able to show a proven record of delivering successful
outcomes tend to win government funding and corporate sponsorship. Furthermore, as research companies become
increasingly successful, they will likely attract talent from the best universities in Canada and worldwide. Additionally,
the ownership of any proprietary technology or systems will likely help undertake research and attract funding. For
example, extremely expensive technology may only exist in one place and replicating it elsewhere may be
economically inefficient or impossible.

In a commercial setting, the development of technologies that are successful in securing a patent is essential to
recovering costs associated with research and development (R&D). First mover advantage in R&D is essential to
profiting from a development, as operators will likely have a monopoly over commercial sales. Additionally,
companies may experience stronger brand recognition and increased loyalty from major markets. Many operators
develop technologies that can be leased to others. Therefore, speed in winning patent approval is essential to that
product's profit.

EXTERNAL COMPETITION

External competition in R&D is also significant.

Industry operators compete with in-house research teams in large companies that rely on advancing products to
remain competitive. This spans across a wide range of industries, with private companies seeking to develop new
technology in information technology, healthcare and software to create commercially viable opportunities.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Barriers to entry in the Scientific Research and
Development industry in Canada are very high. Capital
costs associated with setting up a new research facility
are typically enormous as laboratories and other centres
require state-of-the-art research equipment and skilled
staff that are able to successfully operate equipment.
Prospective entrants would require a substantial amount
of liquid capital to hire skilled employees, as typical
government contracts and corporate sponsorship will not
likely be won prior to setup and proven ability of research
capabilities.

In addition to large capital costs, companies typically have
to navigate a variety of regulation that is preventive to
new players. Regulation differs depending on the field of
science. However, major research and development
(R&D) facilities typically have to navigate regulation and
standards set by Health Canada and Environment and
Climate Change Canada. External consultants are
typically hired to help new entrants navigate this barrier,
which further contributes to the need for start-up money.

Investment competition is also intense. Most R&D
spending is directed toward large-scale industrial
research or conducted in-house. Therefore, to secure
public funding, organizations need to develop proof of
possible outcomes. Grants are typically awarded to
university researchers making interesting developments.
In addition, research companies that have a national
defence and homeland security focus benefit from
changes in defence budgets and changes in global
security.

Lower barriers to entry exist for smaller companies that
seek to operate in a niche market. Smaller operators with
fewer employees can still create innovative products, but
are anticipated to be relegated to smaller markets and
may only be able to seize greater market share when
acquired by larger operators. Over the five years to 2021,
conditions have become marginally easier for smaller
companies due to improving digital processes and
increasing capabilities of internet and software to produce
research.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Scientific Research and Development industry in Canada is characterized by a low level of globalization. Most
industry participants are local operators, since many nations carry out their own research and development to help
foster industry innovation and ensure patents. However, globalization has risen as Canada increases its relations
with the United States, the European Union and other countries. New digital formats have helped this trend as it
becomes easier than ever to share data and ideas with professionals globally.



Scientific Research & Development in Canada March 2021

27 IBISWorld.com

Major Companies
There are no major players in this industry

Other Companies The Scientific Research and Development industry in Canada is highly fragmented, as no industry operator
accounts for more than 5.0% of the market in 2021. However, the industry contends with intense external
competition from universities that are involved in extensive research. Their funding is not considered industry-
relevant and is instead accounted for in the Colleges and Universities industry in Canada (IBISWorld report
61131aCA).

McGill University

  McGill University (McGill) is a public research university established in 1821, named for James McGill, a prominent
Montreal merchant whose funding in 1813 established the university's precursor, McGill College. The main campus
is in downtown Montreal, with the second campus just 30.0 kilometres west of the main campus. Research plays a
critical role at the university, with McGill holding one of the largest patent portfolios among Canadian universities.
The university is perhaps best recognized for its research in the health sciences, including in medicine,
neuroscience and psychology. The most recent figures estimate that the university's restricted funds revenue, which
account for research grants and contracts, will account for $415.0 million in 2020 (latest data available). The
university receives its funding through a few different mediums, the largest of which is the federal government,
followed by the Quebec provincial government, nonprofit organizations, businesses, foreign sources, individuals and
endowments.

University of Alberta

  The University of Alberta is a public research university founded in 1908. The university comprises four campuses in
Edmonton, AB, its Augustana Campus in Camrose, AB, and a staff centre in downtown Calgary. The university has
been recognized by the Academic Ranking of World Universities as one of the top five universities in Canada and
one of the top 100 universities worldwide. Research areas conducted at the university include energy, environment,
food and bioresources; health and wellness; humanities; science; and society and culture. In June 2017, E3 Metals
Corp. announced a collaboration agreement with the university for the purpose of developing lithium extraction
process technology. Such a project will likely require in-depth research in engineering and chemistry. Furthermore,
in November 2018, Canadian government announced $2.5 million in funding for the university to establish a
sophisticated and scalable artificial intelligence hub. This is intended to be used for academic and industry
collaboration to result in $15.0 million in business revenue for the businesses participating in the project.

The university derives most of its revenue from the government of Alberta. This works cyclically, as the university is
one of the top employers in the region. The university derives the remainder of its revenue from tuition, donations,
investment returns and sales of services and products. In 2020 (latest data available), the university reported $2.0
billion in net assets, a decrease from the prior year's value of $2.2 billion, which can largely be attributed to a
decrease in expenditures for salaries in research activities. The university has consistently spent at least 20.0% of
available funds on sponsored research.

University of Toronto

  The University of Toronto (UoT) is a public research university located in Toronto. The university was established in
1827 and operates as a major research facility in North America. The university is a member of the Association of
American Universities, which is a consortium of leading North American research universities. UoT manages the
largest research budget in Canada, which includes grants from the Canadian Institutes of Health Research, the
Natural Sciences and Engineering Research Council and the Social Sciences and Humanities Research Council.
Additionally, the university manages research funding from corporations, which are mainly involved in healthcare.
Further, the university is the primary research presence for biotechnology companies.

UoT holds significant influence both domestically and internationally. One of the predominant local initiatives the
university participates in is the Southern Ontario Smart Computing Innovation Platform (SOSCIP), which is a
research and development consortium that pairs academic and industry researchers with advanced tools to innovate
Canadian leadership. The university also supports a wide catalogue of research areas, including urban innovation,
energy and environment, health sciences, humanities, information communications technology and social
innovation. According to its 2020 financial report (latest data available), UoT has received $478.0 million of
government and other grants for research.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Scientific Research and Development industry in
Canada is characterized by a low to moderate level of
capital intensity. Industry labour costs represent the single-
largest expense for industry operators as employees
perform a range of activities from simple manual tasks to
high-tech experimental procedures. Furthermore, the
industry's high average wage reflects the skilled labour
used in the industry and the value of certain key employees
whose reputation alone can generate business. The
industry must maintain competitive wages to prevent talent
from leaving for corporate in-house research and
development departments and jobs overseas. This
includes competition from research operators in the
European Union and the United States, which may seek to
poach talent from domestic research companies.

Nonetheless, capital equipment costs are still significant for
industry operators. New machinery and software must be
purchased to improve competitive capabilities when
designing new equipment and technology, which can be
expensive. However, capital intensity has decreased
slightly over the five years to 2021 and IBISWorld
estimates that for every $1.00 spent on labour in 2021,
industry operators will allocate $0.07 toward capital.



Scientific Research & Development in Canada March 2021

29 IBISWorld.com

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.

Very Low Ease of Entry Very
Unlikely

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

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

High Market
Concentration

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

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

Additionally, this industry's structure makes it difficult for new operators to enter and succeed. These barriers have the
potential to disincentivize potential disruptors. Despite these barriers, the industry is experiencing a rapid growth in the
number of companies. A difficult operating environment for new entrants combined with a large cohort of them may create a
situation where these companies may take on a disruptive trajectory in non-traditional markets.

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

The most relevant disruptive force in the Canadian Scientific Research and
Development industry has been the emergence of the fourth industrial
revolution, recognized as Industry 4.0.

With this new trend, manufacturers are projected to benefit from big data and the internet of things to manage more efficient
facilities and remain flexible to consumer demand. Industries, such as automobile manufacturing and construction, are
expected to be influenced heavily by this change. Furthermore, 3D printing is expected to continue improving, increasing
alternative materials as a source for manufacturing. The industry is expected to conduct several research and development
projects to continue to drive new milestones for this new technology.

The level of technology change is    High

  Technological change in the Canadian Scientific Research and Development
industry is high.

Operators are tasked with developing new equipment, systems and medical breakthroughs that require state-of-the-art
equipment to produce optimum results, marketability and client retention. Industry developments are key to the greater
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economy and Canadian society, and therefore, the best resources are allocated to help developments. Due to the wide
variety of research topics undertaken by the industry, such as weapons systems, logistics, communications, electronics,
aeronautics, nanotechnology, genetics, automotive and energy generation, there is an accordingly vast array of different
technologies employed in conducting research. Companies use laboratory equipment and reagents, various testing
machines and supercomputers to interpret and store vast amounts of data.

Technological change can often be hindered by bureaucratic obstacles, such as inadequate or inefficient legal and
regulatory requirements. This is particularly salient when any sort of breakthrough has controversial or potentially
dangerous possibilities or side effects. For example, any sort of technological development that challenges existing societal
views may take longer to take effect, while breakthroughs involving computer systems or potential weaponry may be
monitored more closely to ensure that only certain parties have access. Additionally, it is often difficult to carry out
experiments without an educated public understanding of the aims of experimentation and the processes necessary to
make discoveries, as government funding for industry work is often influenced by popular opinion.

General technological changes continue to occur in the industry that pertain to increasing the speed of processes, eliminate
unnecessary or repetitive steps in experimentation or automate manual processes and increase the accuracy of research.
This may be achieved through general breakthroughs or industry mergers and acquisitions, which permit companies to pool
and share resources and methodologies.

Revenue
Volatility

The level of volatility is    Medium

  A moderate degree of revenue volatility exists in the Canadian Scientific
Research and Development industry.

The industry undertakes a broad range of research, which helps reduce volatility. However, it is reliant on income from both
private and public bodies. Therefore, cyclical shocks to the economy can harm industry performance. As a result, funding
for research and development has stagnated over the five years to 2021 as private companies tried to downsize operations
while consumer and business spending remained weak. Nonetheless, many operators were protected by long-term funding
contracts, which insulate research enterprises from cyclical swings in research investment. Over the five years to 2021,
industry revenue performance has varied, declining as much as 14.5% in 2017 and growing as much as 2.3% in 2021.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The Scientific Research and Development industry in Canada is subject to
regulation from numerous domestic government agencies and scrutiny from
nongovernment organizations.

Many companies work on projects that may potentially elicit strong emotional responses or produce medical developments
that may be potentially hazardous if not handled properly. This can include defence developments; life sciences, which may
involve animal testing; and biotechnology. Therefore, this industry is heavily regulated depending on the product developed
by each operator.
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HEALTH CANADA

Health Canada is a department of the Canadian government responsible for
national public health.

The department seeks to anticipate and respond to health risks posed by diseases, environmental hazard, foods and other
threats. Additionally, Health Canada works to verify that drugs, food, medical devices and other therapeutic products
available to the Canadian public are safe and effective as marketed. The department controls several regulations, such as
the Canada Health Act, Canadian Centre on Substance Abuse Act, Canadian Institutes of Health Research Act, Controlled
Drugs and Substances Act, Department of Health Act, Food and Drugs Act, Hazardous Materials Information Review Act,
Hazardous Products Act, Patent Act, Quarantine Act and Radiation Emitting Devices Act.

Particularly important to operators involved in research and development (R&D) is the Patent Act, which is one of the main
pieces of legislation governing patent law in Canada. The act serves to protect inventions by providing the owner of a
patent the exclusive right to make, use and sell patented inventions.

Although Health Canada is the overarching body of regulation for testing and health research, the department is not
involved in conducting clinical trial research. However, the department often becomes involved in certain cases, in which an
application to Health Canada's Research Ethics Board is submitted for an ethical review of the proposed research to
proceed.

ENVIRONMENT AND CLIMATE CHANGE CANADA

Environment and Climate Change Canada is a department of the government
of Canada responsible for coordinating environmental policies and enhancing
the natural environment.

The department handles several regulations, such as the Canadian Environmental Protection Act, Wastewater Systems
Effluent Regulations, Disposal at Sea Regulations and the Arctic Environmental Protection Strategy. Therefore, any R&D
that may violate or clash with regulations set in these acts are pertinent to industry operators.

Industry
Assistance

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

The Scientific Research and Development industry in Canada receives a high
level of assistance.

Federal and provincial government funds are provided as incentives for scientific agencies to focus on the development of
work in defence and national health. Several industry operators draw most of their income, if not all, from federal funds.

Additionally, in wake of the COVID-19 (coronavirus) pandemic, new programs are accessible to all Canadian businesses,
such as the Canada Emergency Business Account, that provide interest-free loans of up to $40,000 for qualifying small
businesses within the industry. In addition, the Canada Research Continuity Emergency Fund (CRCEF) Stage 3, enables
operators to be reimbursed of up to 75.0% of COVID-19 related research expenses. These expenses must have been
incurred between March 15, 2020 and November 15, 2020. It is expected that many industry operators have and will
continue to participate in these programs as most enterprises in this industry are small- or medium-sized.

National Research Council Canada

The National Research Council (NRC) Canada helps industry and government tackle strategic national priorities through
research and development activity. This includes research partnerships, company support and commercialization
opportunities. Opportunities are provided in aerospace; aquatic and crop resource development; automotive and surface
transportation; construction; energy, mining and environment; human health therapeutics; industry and communication
technologies; measurement science and standards; medical devices; astrophysics; ocean, coastal and river engineering;
and security and disruptive technologies research.

The NRC also sponsors a range of programs that enable students the opportunity to develop skills and expertise in a given
field, which includes working with research groups or leaders in government laboratories or research institutions. Programs
are offered to post-secondary students and postgraduate students.

Investment tax credits

Industry operators receive government aid under the Scientific Research and Experimental Development (SR&ED)
Investment Tax Credit program. The government of Canada competes with foreign countries by offering lucrative tax
credits. SR&ED tax refunds range between 15.0% and 35.0% in federal assistance, along with provincial tax refunds
ranging between 10.0% and 20.0% for companies that conduct R&D in Canada. Through the Canada Revenue Agency and
the government of Canada, tax credits for expenses such as wages, materials, machinery, equipment and defined



Scientific Research & Development in Canada March 2021

32 IBISWorld.com

contracts, can be covered.

In addition, the Natural Sciences and Engineering Research Council (NSERC) in Canada provide companies the
opportunity to apply for grants. Through the NSERC, a new Alliance Grant was created to replace Collaborative Research
and Development Grants, to fund collaborative research initiatives between universities and organizations. This is to
continue incentivizing corporations to invest in creating R&D hubs in Canada.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Research and
development
expenditure

($b)
2012 10,803 5,304 4,277 3,986 46,099 N/A N/A 3,845 N/A 32.4
2013 11,488 5,552 4,737 4,414 47,316 N/A N/A 4,086 N/A 31.9
2014 11,807 5,698 4,989 4,635 48,866 N/A N/A 4,263 N/A 32.9
2015 11,757 5,707 4,791 4,431 48,127 N/A N/A 4,284 N/A 31.9
2016 10,678 5,174 4,875 4,514 44,553 N/A N/A 3,870 N/A 32.8
2017 9,134 4,790 4,880 4,581 42,278 N/A N/A 3,586 N/A 33.0
2018 9,581 5,261 5,360 5,080 45,557 N/A N/A 3,939 N/A 31.5
2019 9,547 5,324 5,271 4,995 48,456 N/A N/A 4,265 N/A 31.6
2020 9,322 5,392 5,368 5,088 50,957 N/A N/A 4,498 N/A 32.4
2021 9,536 5,728 5,478 5,193 51,993 N/A N/A 4,592 N/A 32.8
2022 9,736 5,846 5,571 5,282 52,931 N/A N/A 4,677 N/A 33.2
2023 9,880 5,929 5,679 5,387 53,767 N/A N/A 4,750 N/A 33.6
2024 10,022 6,008 5,788 5,495 54,739 N/A N/A 4,833 N/A 34.0
2025 10,163 6,089 5,908 5,612 55,840 N/A N/A 4,924 N/A 34.5
2026 10,315 6,186 5,993 5,693 56,834 N/A N/A 5,009 N/A 34.9

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Research and
development

expenditure (%)
2012 9.60 7.63 -0.95 -1.27 2.49 N/A N/A 5.39 N/A 0.62
2013 6.34 4.67 10.8 10.7 2.63 N/A N/A 6.27 N/A -1.55
2014 2.77 2.62 5.31 5.00 3.27 N/A N/A 4.33 N/A 3.13
2015 -0.43 0.17 -3.97 -4.41 -1.52 N/A N/A 0.49 N/A -3.04
2016 -9.18 -9.35 1.75 1.87 -7.43 N/A N/A -9.68 N/A 2.82
2017 -14.5 -7.43 0.10 1.48 -5.11 N/A N/A -7.33 N/A 0.60
2018 4.89 9.83 9.83 10.9 7.75 N/A N/A 9.81 N/A -4.55
2019 -0.36 1.18 -1.67 -1.68 6.36 N/A N/A 8.29 N/A 0.31
2020 -2.37 1.28 1.84 1.86 5.16 N/A N/A 5.45 N/A 2.53
2021 2.30 6.23 2.04 2.06 2.03 N/A N/A 2.08 N/A 1.23
2022 2.09 2.05 1.69 1.71 1.80 N/A N/A 1.86 N/A 1.21
2023 1.48 1.43 1.93 1.98 1.57 N/A N/A 1.55 N/A 1.20
2024 1.43 1.33 1.91 2.00 1.80 N/A N/A 1.73 N/A 1.19
2025 1.39 1.33 2.07 2.12 2.01 N/A N/A 1.88 N/A 1.47
2026 1.49 1.59 1.43 1.44 1.78 N/A N/A 1.72 N/A 1.15

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 49.1 N/A N/A 234 35.6 10.8 83,412
2013 48.3 N/A N/A 243 35.6 9.99 86,362
2014 48.3 N/A N/A 242 36.1 9.79 87,247
2015 48.5 N/A N/A 244 36.4 10.0 89,021
2016 48.5 N/A N/A 240 36.2 9.14 86,856
2017 52.4 N/A N/A 216 39.3 8.66 84,829
2018 54.9 N/A N/A 210 41.1 8.50 86,452
2019 55.8 N/A N/A 197 44.7 9.19 88,022
2020 57.8 N/A N/A 183 48.3 9.49 88,269
2021 60.1 N/A N/A 183 48.2 9.49 88,318
2022 60.0 N/A N/A 184 48.0 9.50 88,368
2023 60.0 N/A N/A 184 48.1 9.47 88,350
2024 59.9 N/A N/A 183 48.2 9.46 88,286
2025 59.9 N/A N/A 182 48.5 9.45 88,179
2026 60.0 N/A N/A 181 48.6 9.48 88,132

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

National Research Council Canada
http://www.nrc-cnrc.gc.ca

Canadian Institutes of Health Research
http://www.cihr-irsc.gc.ca

Natural Sciences and Engineering Research Council of Canada
http://www.nserc-crsng.gc.ca

Industry Jargon FORMAL SCIENCES
Science concerned with fields including logic, mathematics, statistics and theoretical computer science.

LIFE SCIENCES
Biotechnology, biological sciences and other medical sciences.

NANOTECHNOLOGY
The study of controlling matter on an atomic and molecular scale.

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%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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