
IBISWorld.com 1-800-330-3772 info@IBISWorld.com

  INDUSTRY REPORT 56111CA

Human Resources & Benefits
Administration in Canada

Helping hands: High levels of competition are expected to force industry players to exit
the industry

Shawn McGrath  |  February 2021



Human Resources & Benefits Administration in Canada February 2021

2 IBISWorld.com

Contents
COVID-19 (Coronavirus) Impact Update.............................3

ABOUT THIS INDUSTRY.................................. 5

Industry Definition................................................................5
Major Players...................................................................... 5
Main Activities..................................................................... 5
Supply Chain....................................................................... 6

INDUSTRY AT A GLANCE................................ 7

Executive Summary............................................................ 9

INDUSTRY PERFORMANCE..........................10

Key External Drivers.........................................................10
Current Performance........................................................11

INDUSTRY OUTLOOK.................................... 14

Outlook.............................................................................. 14
Industry Life Cycle............................................................. 16

PRODUCTS & MARKETS............................... 17

Supply Chain..................................................................... 17
Products & Services.......................................................... 17
Demand Determinants...................................................... 18
Major Markets....................................................................19
Business Locations........................................................... 21

COMPETITIVE LANDSCAPE.......................... 23

Market Share Concentration............................................. 23
Key Success Factors........................................................23
Cost Structure Benchmarks............................................. 24
Basis of Competition......................................................... 26
Barriers to Entry............................................................... 27
Industry Globalization........................................................27

MAJOR COMPANIES...................................... 28

Other Companies.............................................................. 28

OPERATING CONDITIONS............................ 29

Capital Intensity................................................................. 29
Technology & Systems......................................................30
Revenue Volatility..............................................................31
Regulation & Policy........................................................... 32
Industry Assistance........................................................... 32

KEY STATISTICS............................................ 33

Industry Data..................................................................... 33
Annual Change..................................................................33
Key Ratios......................................................................... 33

ADDITIONAL RESOURCES............................34

Additional Resources........................................................ 34
Industry Jargon..................................................................34
Glossary............................................................................ 34



Human Resources & Benefits Administration in Canada February 2021

3 IBISWorld.com

COVID-19
(Coronavirus)
Impact Update

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

• The Human Resources and Benefits Administration industry in Canada relies on strong economic health for
downstream demand. As a result, as economic uncertainty rises, demand will fall, constraining revenue. For more
detail, please see the Demand Determinants chapter.

• The industry's level of competition is forecast to rise as rising economic uncertainty results in the closure of
businesses, and remaining players must compete more heavily for the remaining work. For more detail, please see
the Basis of Competition chapter.

• The industry is expected to become slightly more concentrated as demand declines. In this fragmented industry,
small operators may be forced to merge or be acquired by larger players to survive. For more detail, please see the
Market Share Concentration chapter.

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

financial planning, billing and record keeping, personnel, physical distribution and logistics. This industry also
furnishes general or specialized management services on a day-to-day basis and on a contract or fee-for-services
basis. These businesses do not provide any actual operating staff to clients to carry out management or operational
activities.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Administrative management services

Business management services

Executive management services

Hotel management services

Managing offices of dentists

Managing office of doctors, physicians and surgeons

Office management services

The major products and services in this industry are:

Human resources administration

Benefits administration

Regulatory compliance administration

Other office administration
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Supply Chain

SIMILAR INDUSTRIES

Payroll & Bookkeeping Services
in Canada

Tax Preparation Services in
Canada

Employment & Recruiting
Agencies in Canada

Office Staffing & Temp Agencies in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global HR & Recruitment
Services

Human Resources & Benefits
Administration in the US

Business Process Outsourcing
Services

Employee Assistance Program
Services

Human Resources Provision in
the UK
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Industry at a Glance
Key Statistics

$7.6bn
Revenue

Annual Growth

2015–2020

-6.4%

Annual Growth

2020–2025

2.6%

Annual Growth

2015–2025

 

$627.3m
Profit

Annual Growth

2015–2020

-9.8%

  Annual Growth

2015–2020

 

8.3%
Profit Margin

Annual Growth

2015–2020

-1.7pp

  Annual Growth

2015–2020

 

23,229
Businesses

Annual Growth

2015–2020

-2.5%

Annual Growth

2020–2025

-0.1%

Annual Growth

2015–2025

 

56,586
Employment

Annual Growth

2015–2020

-8.1%

Annual Growth

2020–2025

0.4%

Annual Growth

2015–2025

 

$4.0bn
Wages

Annual Growth

2015–2020

-7.1%

Annual Growth

2020–2025

0.9%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

4.8%
Demand from finance and
insurance

0.1%
Demand from professional,
scientific and technical services

2.6pp
National unemployment rate

2.3%
Corporate profit

0.0%
Number of businesses

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Regulation & Policy
Light / Steady   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium

NEGATIVE IMPACT

  Industry Assistance
None / Steady   Barriers to Entry

Low / Steady

  Competition
High / Increasing

 

Key Trends

 The number of industry establishments is expected to
decline

 Declining labour requirements and total wages have boosted
industry profit

 The proportion of nonemployers in the industry has
increased steadily

 IBISWorld expects demand from the large businesses
segment to continue growing

 The large businesses market segment is relatively saturated

 Technological advances are expected to improve industry
profit

 External competition and technological innovation have had
a significant influence on the industry
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  None & Steady Level of Assistance

  High Competition

  High Product/Service Concentration

   

OPPORTUNITIES

  National unemployment rate

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Number of businesses
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Executive Summary Helping hands: High levels of competition are expected to force industry
players to exit the industry

The Human Resources and Benefits Administration industry in Canada provides a wide range of everyday office
administrative services to businesses in Canada. Industry operators provide financial planning, billing and record
keeping, personnel management, physical distribution and logistics on a day-to-day or contract basis. Since
operators specialize in outsourced business management and employment-related services, industry performance is
correlated with unemployment, corporate profit and the number of businesses operating within Canada. The industry
has struggled with volatile corporate profit over the five years to 2020 that has forced businesses to reconsider
paying for extra value-added services and high levels of competition that has forced industry players to exit the
industry. Thus, industry revenue is expected to decline at an annualized rate of 6.4% to $7.6 billion over the five
years to 2020. This comes as revenue is forecast to fall 4.1% in 2020 amid rising economic uncertainty due to the
COVID-19 (coronavirus) pandemic. Additionally, this trend is expected to force profit margin to fall after expanding
through much of the period.

External competition and technological innovation have had a significant influence on the industry. Technological
innovation has made the process of providing human resources (HR) services simpler and easier for companies. As
a result, there has been an influx of nonemployers that were previously deterred by the complexities of providing
industry services. Competition from in-house HR staff has also siphoned away demand for industry services.
Technological innovation labs have also made managing HR needs easier. Therefore, more companies take on their
HR needs rather than outsource them completely to industry operators. Occasionally, businesses take on HR
needs, but lack the expertise to fully manage or implement everything. In such cases, the presence of the Canadian
Human Resources Consulting industry (IBISWorld report 54161bCA) encourages businesses to seek out insights
and strategies.

The industry is expected to rebound and begin growing, with revenue increasing at an annualized rate of 2.6% to
$8.6 billion over the five years to 2025. This will be aided by a falling unemployment rate, as well as the continuing
trend of downstream customers continuing to outsource tasks not related to their core business to better compete in
their respective markets, which is the primary revenue source for industry operators.
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Industry Performance

Key External
Drivers

Corporate profit

This industry relies on the corporate profit earned across all industries in Canada. Corporate profit determines
corporate spending activity because companies with a greater positive cash flow and a healthy profit are more likely
to spend on specialist business services, such as those offered by this industry. Therefore, when corporate profit
increases, industry revenue rises. Corporate profit is expected to decrease in 2020.

 

Number of businesses

This industry is reliant on the number of businesses in Canada, whereby an increase in the number of employing
businesses creates a larger pool of clients that may require industry services. Therefore, a rise in the number of
businesses in Canada results in industry revenue to increase. The total number of businesses is expected to
decrease in 2020, but less so than other drivers, representing a potential opportunity for the industry.

 

National unemployment rate

This industry is dependent on employment rates, as many industry-related services, including compliance and
benefits administration, are driven by the hiring of new employees. Therefore, an increase in the national
unemployment rate hurts industry revenue growth because human resources and benefits administrators perform
fewer transactions for clients. The national unemployment rate is expected to increase in 2020, posing a potential
threat to the industry.

 

Demand from finance and insurance

Financial services represent a major source of revenue for the Human Resources and Benefits Administration
industry. Businesses such as commercial banks and brokerages often outsource their human resource functions to
specialists in this industry. As a result, an increase in demand from finance and insurance companies leads to an
increase in industry revenue. Demand from finance and insurance companies is expected to decrease in 2020.

 

Demand from professional, scientific and technical services

The professional, scientific and technical services sector represents a major source of revenue for the industry. Law
firms, accounting firms and engineering companies often outsource their human resource functions to specialists in
this industry. Therefore, an increase in demand from professional, scientific and technical services is beneficial for
the industry. Demand this sector is expected todecrease in 2020.
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Current
Performance

The Human Resources and Benefits Administration industry in Canada
provides a variety of administrative services including record keeping, bill
paying and personnel management to businesses, consumers, nonprofits
and government entities.

The industry has struggled over the five years to 2020 due to volatile corporate profit constraining demand for
outsourced office administration services, causing some players to exit the industry, further influencing industry
revenue growth. Overall, industry revenue is expected to decline at an annualized rate of 6.4% to $7.6 billion over
the five years to 2020. Additionally, industry revenue is expected to fall 4.1% in 2020 amid the COVID-19
(coronavirus) pandemic, which has increased economic uncertainty. This has reduced economic activity and forced
the closure of many businesses, reducing the market for industry services. Corporate profit has fallen over the past
five years, while the number of businesses has stagnated, resulting in a tough operating environment for industry
operators.

OUTSOURCING BECOMES MAINSTREAM

Traditionally, outsourcing has been a way of cutting costs, although a
growing number of businesses now regard it as an effective and efficient
means to manage noncore administrative duties while the company
concentrates more on core competencies.

Many companies have realized that the amount of capital and time lost on paperwork and administrative functions
detracts from their profit. For many small businesses, the time spent increasing revenue and attempting to grow
business is far more valuable than time spent on administrative tasks. Consequently, industry operators focus on
servicing businesses that are specialists in their own fields, but lack expertise in administrative tasks or the
resources to hire a full-time human resources (HR) staff member.

It has been a steady trend among mid-sized and larger businesses to outsource administrative services to
streamline operations, reduce overhead costs and increase flexibility. In recent years, small- and mid-sized
businesses with limited knowledge of labour regulations have increasingly sought industry services to help them
comply with constantly changing compliance requirements.

INFLUX OF SOLE PROPRIETORS

The most successful companies in this industry engage in the innovation,
expansion and diversification of their services beyond traditional human
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resources (HR) functions.

These companies offer advanced analytics designed to help in-house HR managers and executives analyze and
monitor workforce metrics and track business performance. For example, Automatic Data Processing Inc. has added
access to compliance experts that liaise with the government on employment issues, which reduces risk for
companies by assuming responsibility for legislative compliance and ensuring confidentiality with the Personal
Information Protection and Electronic Documents Act (PIPEDA) and provincial privacy acts. This technology is also
designed to assist industries that span multiple geographies and accommodate disparate financial, tax, data privacy
and labour laws. Other recent developments include the widespread adoption of business process as a service
(BPaaS) systems, which give industry operators the ability to serve businesses across all sectors via cloud
computing solutions.

The proportion of nonemployers in the industry has increased steadily. Innovations, such as software as a service
(SaaS) delivery models and BPaaS systems, have made it much easier for HR administration services companies
without employees to operate. As a result, nonemployers have entered the market at an increasing rate. This influx
of nonemployers has occurred alongside ongoing consolidation among existing employers. The number of
employers has gradually declined as small employers have been acquired by larger operators or exited the industry
altogether. Technological advancements in the industry have also lowered the labour requirements for industry
operators, although the industry remains labour-intensive. Thus, industry employment is anticipated to decline an
annualized 8.1% to 56,586 workers over the five years to 2020.

Declining labour requirements and the accompanying decline in total wages has boosted profit for industry
operators. Additionally, unprofitable operators leaving the industry is expected to result in an increase in industry
profit and did so through much of the five years to 2020. However, the coronavirus pandemic resulted in depressed
operating profit. Profit, measured as earnings before interest and taxes, which is expected to account for 8.3% of
revenue in 2020, down from 10.0% in 2015.

Much of this consolidation and contraction has followed increased competition from both in-house services and
operators in the HR Consulting industry in Canada (IBISWorld report 54161bCA). With the advent of SaaS and other
technologies, businesses have been encouraged to handle HR needs internally, which has siphoned demand away
from industry operators. Furthermore, the HR Consulting industry advises such businesses on their HR structuring,
which compounds the negative effect that external competition has on the industry. Smaller employers have been
affected the most by this phenomenon. Overall, the number of industry establishments is expected to decline an
annualized 2.5% to 23,433 locations over the five years to 2020.

BROADER ECONOMIC VOLATILITY

Despite experiencing a slow decline early during the period, the influence
of technology, in conjunction with already occurring consolidation, has
contributed to a double-digit revenue drop in 2018.

As a result, industry employment dropped considerably that year alone. Corporate profit, which declined in 2019, is
forecast to collapse in 2020, which is part of the reason for decline in 2020.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Corporate
profit

($b)
2011 9,210 6,941 24,592 24,352 98,348 N/A N/A 6,078 N/A 270
2012 9,403 6,979 25,232 24,986 99,991 N/A N/A 6,105 N/A 253
2013 9,789 7,169 26,820 26,561 98,732 N/A N/A 6,160 N/A 258
2014 10,271 7,416 27,213 26,959 98,732 N/A N/A 6,336 N/A 279
2015 10,522 7,039 26,637 26,395 86,275 N/A N/A 5,772 N/A 214
2016 10,296 6,735 25,615 25,378 78,497 N/A N/A 5,362 N/A 226
2017 9,439 6,389 25,312 25,078 73,511 N/A N/A 5,065 N/A 264
2018 8,395 5,553 25,157 24,922 62,209 N/A N/A 4,336 N/A 266
2019 7,877 5,235 24,639 24,409 59,446 N/A N/A 4,190 N/A 261
2020 7,558 4,793 23,433 23,229 56,586 N/A N/A 3,995 N/A 202
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Industry Outlook
Outlook The Human Resources and Benefits Administration industry in Canada

will likely benefit from improving economic conditions over the five years
to 2025, which is expected to enable more businesses to outsource
human resources (HR) and administration positions.

Furthermore, the legalization of cannabis in 2018 will likely boost demand for industry services as businesses seek
out industry operators for guidance on procedures related to monitoring and testing. Corporate profit is also
projected to rebound strongly over the next five years as COVID-19 (coronavirus) fades, which will likely make the
outsourcing of HR and benefits administration services more affordable for larger clients. More specifically, small
businesses with limited resources are expected to continue outsourcing administrative duties, such as retirement
and health benefits management, to industry operators. Despite such developments, the industry will likely remain
encumbered by external competition and shifting industry structure. Overall, industry revenue is expected to grow an
annualized 2.6% to $8.6 billion over the five years to 2025.

NAVIGATING NEW REGULATIONS

Any change in labour, health, tax or drug laws supports demand for
industry operators, as changing legislation requires careful planning and
often technology development to implement.

Namely, the legalization of recreational cannabis in 2018 and expected minimum wage increases across the country
are expected to provide boosts to industry revenue over the five years to 2025. While employees have the right to
consume cannabis, they must also comply with reasonable duties imposed by their employers, which expect
impairment-free workers. HR agencies will likely be vital in providing guidance to companies on thresholds for
impairment, reasonableness of employer standards and appropriate monitoring and testing. Meanwhile, minimum
wage increases require employers to modify their entire wage structures. Additionally, the legislated increases in
compensation may require HR to review perks, such as benefits and bonuses, while organizations contend with
additional business costs. Thus, an increasingly complex regulatory environment in Canada will likely support
industry revenue growth over the next five years.

BACK TO GROWTH

Although outsourcing HR functions can help businesses cut costs, in
times of economic uncertainty, outsourcing can be considered an
expensive luxury to small business owners.

Accordingly, some businesses have stopped using administrative services following the recession in an effort to
maintain costs. This was particularly true as many companies cut staff and reduced work associated with human
resources and office administration. Furthermore, smaller employers, which tend to outsource their HR needs the
most, have shrunk as a portion of overall establishments. This has hampered demand for services from this industry
and is expected to continue to pose a threat to the industry moving forward.

The large businesses market segment is relatively saturated because the majority of large businesses already have
in-house HR departments or otherwise outsource a significant share of administrative duties to external agencies.
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However, steady performance and rising profit are likely to encourage large businesses to seek a broader range of
value-added services that go beyond simple human resource management, such as business process outsourcing,
payroll or benefits administration. According to Statistics Canada, corporate profit is expected to rise strongly over
the five years to 2025, following a significant dip in 2015 due to poor performance in the energy and natural
resources sector. IBISWorld expects demand from the large businesses segment to continue growing in line with
rising corporate profit over the next five years.

For many newer companies, operating in Canada may be difficult to navigate due to the regulatory landscape
associated with the workplace. As a result, new companies and foreign corporations that decide to expand into
Canada will likely outsource their HR functions to assure compliance with Canadian employment regulations.

POSTSTRUCTURAL SHIFT OPERATIONS

New operators will likely enter the industry over the five years to 2025 due
to attractive factors including growth in the pool of potential clients,
consistently low barriers to entry and increased industry assistance.

Overall, the number of industry establishments is forecast to increase an annualized 0.1% to 23,515 companies over
the five years to 2025. Additionally, as these companies are expected to expand their workforces, the sharp decline
in industry employment experienced over the five years to 2020 is anticipated to slow. Overall, the number of
industry employees is projected to grow an annualized 0.4% to total 57,824 workers over the five years to 2025.

Furthermore, technological advances are also expected to improve industry profit, measured as earnings before
interest and taxes, which is expected to account for 11.3% of revenue in 2025. Technological changes will likely
reduce the industry's reliance on manual processes as clients continue to gain more access to services, such as
benefits administration, through online features. These innovations are expected to be a boon for nonemployers,
which disproportionately benefit from these changes. These features, commonly referred to as software as a service
(SaaS) or on-demand software, permit company data to be hosted on the cloud, where industry clients can readily
access it. With their administrative data stored on the cloud, companies are able to save on infrastructure costs by
eliminating the need for backup resources and cutting developmental information technology expenditures.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Corporate
profit  ($b)

2020 7,558 4,793 23,433 23,229 56,586 N/A N/A 3,995 N/A 202
2021 7,836 5,042 23,513 23,257 57,025 N/A N/A 4,049 N/A 236
2022 8,056 5,121 23,487 23,186 57,129 N/A N/A 4,078 N/A 272
2023 8,264 5,200 23,481 23,139 57,375 N/A N/A 4,113 N/A 285
2024 8,430 5,261 23,497 23,123 57,586 N/A N/A 4,142 N/A 294
2025 8,577 5,321 23,515 23,112 57,824 N/A N/A 4,170 N/A 301
2026 8,735 5,395 23,554 23,122 58,362 N/A N/A 4,216 N/A 307
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is decreasing while Canadian GDP is increasing

Demand from the small business segment will remain the primary driver of revenue growth

There is a growing acceptance for industry services

The Human Resources and Benefits Administration industry in Canada is in the mature stage of its economic life
cycle. Industry value added (IVA), which measures an industry's contribution to the overall economy, is projected to
decline at an annualized rate of 2.8% over the 10 years to 2025. Canadian GDP, is expected to grow at an
annualized rate of 1.8% during the same period. Although the industry is declining while the Canadian economy is
growing, this is largely due to volatile corporate profit levels through the period, which pressured revenue growth.
The industry is characterized by growing acceptance of industry services and rising industry participation. It also
exhibits a moderate level of technological change, focused primarily on the adoption of cloud-based HRM systems
and client-friendly smartphone apps to better serve clients' needs and reduce costs associated with administrative
and customer support personnel.

A key driver of industry growth has been the increasing desire of small- and mid-sized businesses to outsource
human resources and administrative tasks to specialized companies over the five years to 2020. This trend is
expected to continue driving growth over the five years to 2025. While industry revenue is expected to grow over the
next five years, the products and services offered by industry operators have reached market saturation.
Furthermore, the services offered by industry operators are essentially homogeneous and any new product
innovation is quickly replicated by other industry operators. These are largely the characteristics of an industry in the
mature stage of its life cycle.

However, as the industry has contended with increased external competition, this has caused the structure of the
industry to shift. As a result, smaller employer operators have either been acquired by their larger counterparts or
have exited the industry altogether. Early during the period, volatile corporate profit levels weighed on demand for
industry services, as the uncertainty discouraged companies from taking on more staff, reducing demand for human
resources and benefits administration services. During the latter half of the period, the anticipated stabilization of
both commodity prices and corporate profit levels is expected to slightly boost industry performance.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Information In Canada

Arts, Entertainment and Recreation In Canada

Public Administration in Canada

Manufacturing In Canada

Finance and Insurance In Canada

Administration, Business Support & Waste Management
Services

Real Estate and Rental and Leasing In Canada

Healthcare and Social Assistance In Canada

Accommodation and Food Services In Canada

Construction In Canada

Retail Trade In Canada

Utilities In Canada

Educational Services In Canada

Transportation and Warehousing In Canada

Other Services (except Public Administration) In Canada

Professional, Scientific and Technical Services In
Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Mining In Canada

Key Selling Industries
1st Tier

Computer & Packaged Software Wholesaling in Canada

Wireless Telecommunications Carriers in Canada

IT Consulting in Canada

Commercial Leasing in Canada

2nd Tier

Computer Manufacturing in Canada

Computer Peripheral Manufacturing in Canada

Software Publishing in Canada

Non-residential building construction In Canada

Products & Services

  The Human Resources and Benefits Administration industry in Canada
provides several services to myriad industries across the nation,
including human resources and regulatory compliance.

These services are necessary for any business and it's often less expensive for businesses to outsource these tasks
than to hire employees to handle them in-house, which provides the industry's value.

HUMAN RESOURCES ADMINISTRATION

Human resources (HR) administration services are expected to account
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for 58.2% of industry revenue in 2020.

HR administration includes a wide range of services, such as supervisory education, training, risk management,
employment laws, policies and procedures. Industry operators are responsible for providing a safe environment for
employees and providing an incentive for staff members through remuneration. HR administrators are also tasked
with liaising with employee representatives, such as trade unions and lawyers. HR administration services have
remained a stable proportion of industry revenue over the past five years. The provision of HR administration
services is critical to industry performance, and therefore, a decline in this segment precipitates a decline in industry
revenue. More recently, a falling unemployment rate and a growing number of businesses in Canada has supported
demand from these markets, stabilizing this segment's share of industry revenue over the five years to 2020.

BENEFITS ADMINISTRATION

Benefits administration services refer to the delivery of healthcare plans,
employee incentives and, in the case of layoffs, termination packages.

Businesses in Canada outsource benefits administration to focus on core business functions and achieve greater
employee satisfaction, which results in greater employee retention. Specialized companies are able to integrate new
systems and information based on technology to ensure that no company penalties are incurred from regulatory
bodies. Furthermore, companies are able to determine if additional resources are required for employees.

Benefits administration services are estimated to account for 22.6% of industry revenue in 2020 and this segment's
share of revenue has marginally declined over the past five years. Industry operators experienced an uptick in
demand for benefits administration services during the beginning of the period due to a large number of employee
layoffs, which created demand for professional termination packages. However, the segment quickly returned to a
normal size in the following years as companies began hiring again and worker layoffs fell.

REGULATORY COMPLIANCE ADMINISTRATION

Regulatory compliance administration services account for 8.8% of
industry revenue in 2020.

Services include the assurance that HR and benefits are complying with federal and provincial laws, which pertain to
tax, workers' compensation, unemployment, immigration, civil rights and wage laws. Companies in the industry can
also assist with employment verification and tax credits that are received from the federal government.

Over the past five years, regulatory compliance administration services have increased as a segment of revenue,
namely due to the country's legalization of recreational cannabis in 2018. Employees have the right to consume
cannabis, but also must comply with reasonable duties imposed by their employers. Namely, HR departments must
develop processes related to thresholds for impairment, reasonableness of employer standards and appropriate
monitoring and testing. Furthermore, the several minimum wage increases in Canada during the period have
bolstered demand for regulatory compliance services. A continued overhaul of employment standards is expected
over the five years to 2025. The continuous introduction of legislation necessitates HR and benefits administration
services, including regulatory compliance efforts so that business operations focus on core competencies.

OTHER OFFICE ADMINISTRATION

Other office administration services are estimated to account for 10.4% of
industry services in 2020 and include maintenance and customer support
of employee self-service programs, providing both online access to
reports and HR data through fast and efficient processes.

This segment of revenue has decreased over the five years to 2020 as technological advancements decreased the
time requirements necessary to complete such tasks.

Demand
Determinants

Outsourcing levels

An increase in the level of outsourcing creates demand the Human Resources and Benefits Administration industry
in Canada. Businesses have increasingly outsourced administrative functions, such as human resources, to focus
on core operations and improve efficiency by hiring specialized contractors. Furthermore, as operators outsource
more business processes, such as human resources, they become more flexible. For instance, an increase in the
number of employees is not expected to require companies to expand the size of their HR department, but instead
simply pay more fees for new employees. Therefore, companies are better able to focus on their core functions
rather than devoting time to HR requirements.
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Employee and business growth

Demand for industry services depends on broader economic factors, such as the national unemployment rate,
corporate profit and overall consumer spending. Improved economic activity normally flows to businesses in the form
of increased volume and revenue, which usually encourage companies to boost their workforce to accommodate
heightened demand for their product or service. When businesses engage in new hiring, they have to cope with
tedious administrative work such as benefits administration, workplace harassment and discrimination training,
setting up payroll and other HR-related duties. In efforts to focus on their key competencies, most companies tend to
outsource these tasks to industry operators.

Changes in general economic activity is also expected to affect the industry indirectly through changes in business
formation. New business formation directly expands the list of potential clients available to industry operators.
Contrastingly the number of new businesses tends to fall during economic downturns, reducing the industry's
potential client base. Furthermore, companies seeking ways to cut costs during a recession often drop engagements
with outsourced HR service providers, dealing a blow to industry performance.

Legislation changes

Demand for office administration services rises with the complexity of business legislation and associated
regulations. To remain compliant with rules regarding employees, many companies opt to outsource regulatory
compliance operations to industry providers, especially if these companies are operating in industries with a high
degree of legislation and regulatory supervision. A change in regulatory requirements within an industry also affects
demand for industry services.

The market for industry services is forecast to shrink amid the COVID-19 (coronavirus) pandemic, resulting in
declining demand for industry services. Rising economic uncertainty has led to declining consumption and other
activity, resulting in the closure of many businesses. The closure of businesses has served to decrease the market
for industry services, while those that survived may also reduce their expenses to survive, including cutting out some
or all of the services that they receive from the industry.

Major Markets

  Services provided by the Canadian Human Resources and Benefits
Administration are useful in all sectors of the economy.

  In an effort to increase operational efficiency and attain greater flexibility, businesses have increasingly outsourced
administrative tasks. This trend has increased in recent years amid rising corporate profit levels. The industry
generates the majority of income from financial and professional services and retail and wholesale industries. In
addition to the private sector, government and nonprofit organizations also represent important markets for industry
operators.

FINANCIAL AND PROFESSIONAL SERVICES

Financial and professional services are expected to represent 15.5% of
industry revenue in 2020.

Companies involved in commercial banking, brokerage, accounting, engineering and legal practice are major users
of specialized human resource companies. These businesses often outsource their human resources and benefits
administration to focus on their core service functions. Labour costs are typically very high for these industries and,
therefore, companies save on wages by outsourcing administrative tasks. Furthermore, finance companies also
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contend with stringent government regulations and may hire industry operators to ensure total regulatory
compliance.

This revenue segment has increased amid heightened regulation and growth over the five years to 2020.
Companies have increased the size of their product and service offerings and as a result, there has been an
emergence of many large financial institutions. The financial and professional services sector is one of the largest
contributors to Canadian economic growth and its share of industry revenue is expected to continue growing slowly
over the five years to 2025.

RETAIL AND WHOLESALE

Retail and wholesale industries are expected to be the industry's largest
revenue generator, accounting for an estimated 42.3% of industry revenue
in 2020.

This segment includes various businesses that provide merchandise at either the retail or wholesale level. Many
retail and wholesale operations are small and do not require HR departments. However, larger companies and
organizations often outsource operations due to the difficulty of organizing and scheduling multiple subsidiaries and
departments. Retail and wholesale industries have decreased slightly as a share of revenue over the past five years,
as the retail segment of the Canadian economy has grown at a slower rate than the economy as a whole.

GOVERNMENT AND NONPROFITS

Government and nonprofit organizations are estimated to account for
13.3% of industry revenue in 2020.

Government agencies frequently use professional human resource agencies to handle a range of different public
professionals with locations across Canada. The outsourcing of human resources administration enables
government organizations to better allocate funding and focus on key tasks. Additionally, major nonprofit
organizations may hire human resource companies to manage staff, volunteers and administer benefits.
Government and nonprofit organizations have remained stable as a proportion of industry revenue over the five
years to 2020. Demand from these agencies tends to be very stable because government organizations require staff
and assistance regardless of cyclical fluctuations.

ENERGY AND RESOURCES

Demand from the energy and resource market has fluctuated significantly
over the past five years, representing an estimated 7.3% of industry
revenue in 2020.

During the first half of the period, businesses specializing in oil and gas, utilities, mining and water expanded
considerably due to booming oil and gas prices, deregulation for electricity and rebounding metal prices, all of which
boosted employment and demand for HR services. Canada's abundance of natural resources has led to many
businesses taking advantage of these trends, creating additional demand for human resources administration as
companies expand. However, demand from these markets dropped considerably during the latter half of the period,
driven by a collapse in global oil prices and subsequent reduction in new drilling activity, weaker metal prices and
increased import penetration. Overall, this market's share of industry revenue has declined over the five years to
2020.

MANUFACTURING

The manufacturing sector is expected to account for 17.6% of industry
revenue in 2020.

Similar to the financial sector, manufacturing industries experience a high degree of regulation and often outsource
human resources and benefits administration to industry players to ensure total regulatory compliance. This also has
the benefit of permitting manufacturing companies to focus on their core competencies.

The manufacturing sector has declined as a source of industry revenue over the past five years as manufacturers
increasingly move operations overseas to countries with less expensive labour and fewer regulatory restrictions.

HEALTHCARE

The healthcare segment is expected to provide a modest portion of
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industry revenue and represent 4.0% of revenue in 2020.

Despite the high regulatory environment in many healthcare industries, the environment is smaller compared with
many other sectors of the economy. As a result, this segment becomes a smaller revenue source. Additionally,
operators in the healthcare sector are also sole proprietors, which reduces the need for human resources and
benefits administration. This segment has remained steady over the past five years as healthcare spending is less
volatile than other sectors of the economy.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Due to the service-based nature of the Human Resources and Benefits Administration industry in Canada, operators
do not participate in trade activity. Since industry operators must specialize in the requirements of businesses in
Canada, they are, in turn, located domestically. Some of the industry's largest players provide assistance to foreign
companies that have plans to bring operations into Canada. However, this is not considered international trade.

Business
Locations

  The geographic distribution of establishments in the Canadian Human Resources and Benefits Administration industry is positively
correlated with the distribution of businesses and the general population. Human resources and benefits administration companies
locate themselves close to areas that contain a high level of employment to win the most work. Consequently, industry
establishments are most heavily concentrated in Quebec, Ontario and British Columbia.

Quebec

Quebec, which is home to 22.5% of the Canadian population, comprises the majority of industry activity with 38.7% of
establishments in 2020. The economy in Quebec contains a large number of financial and professional services companies, which
is the industry's largest market. This region is also home to a large number of scientific research companies and a considerable
share of domestic mining activity.

Ontario

Ontario, which is the most heavily populated province in Canada, comprises 38.8% of the domestic population and 28.8% of
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industry establishments in 2020. Businesses choose to locate in Ontario in an attempt to be close to financial and professional
companies. Establishments in Ontario are highly focused on manufacturing, as the region contains the majority of Canada's
manufacturing plants.

British Columbia

British Columbia, which accounts for 13.5% of the Canadian population, is anticipated to comprise 13.5% of industry
establishments in 2020. The region is supported by Vancouver, which is the third-largest metropolitan area in Canada. As the
most populous of the western provinces and third-most populous overall, the industry is located in an area with many individuals
seeking jobs.

Alberta

Alberta's share of industry establishments, which is at 12.3% in 2020, is higher than its 11.7% population share. Alberta has two of
the five largest population centres in Canada in Calgary and Edmonton, which attract industry operators due to the large number
of Canadians seeking jobs. However, its share is limited by the lack of urban areas outside of Calgary and Edmonton, as there are
no other urban areas within the province with a population of more than 100,000, according to the 2016 Census (latest data
available).
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Human Resources and Benefits Administration industry in Canada is highly fragmented, with the four largest
companies expected to account for less than 10.0% of industry revenue in 2020. Historically, the industry has been
dominated by small businesses that cater to a narrow geographic region or a niche market. The industry has been
characterized by consolidation and contraction over the five years to 2020, as uncertain economic conditions have
forced underperforming players to exit the market. The companies that have experienced the most success over the
past five years include companies that are highly leveraged in cloud-based technology, such as Morneau Shepell
Inc. and Automatic Data Processing Inc., which can manage a large number of clients through online systems and
employee self-service functions. Accordingly, market share concentration has increased slightly due to acquisitions
by major companies and the increased use of software as a service platform to manage a greater number of clients.
Due to the nature of services provided to clients, operators in this industry tend to remain small. In fact, according to
Statistics Canada, 78.1% of industry participants are nonemployers, which are sole proprietorships managed by one
individual or family and no other employees. Due to reduced barriers to entry and the advent of online HR
management solutions, the number of nonemployers providing administrative services has increased in recent
years. Even among employer companies that have at least one employee on their payroll, 77.5% employ fewer than
10 workers. The low investment requirements and relatively high margin make it an attractive industry for small
players. Conversely, employers have begun to exit the industry, as nonemployers have syphoned away business.
Since the majority of small business clients are served by small, local companies, industry concentration is expected
to remain low over the five years to 2025. The COVID-19 (coronavirus) pandemic may result in a slight increase to
market share concentration. The industry is flooded with nonemployers and other small businesses that may not
have strong cash reserves to ride out significant periods of weak operating conditions. As a result, these operators
may be forced to merge or be acquired by larger players to survive.

Key Success
Factors

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

Access to quality personnel management:
Operators in the industry require high-quality personnel that are knowledgeable of labour laws, regulatory conditions
and how benefits are administered.

Accessibility to users:
Industry operators have increased their use of technology to more effortlessly manage employee data and provide
better internet interfaces with self-service options.

Ability to manage external contracts:
Providers of human resources and benefits administration require contract management skills to maintain an
ongoing professional relationship.

Ability to alter goods and services in response to legislative changes:
Industry operators are required to quickly respond to changes in mandatory compliance.

Well developed internal processes:
Operators in the industry require strong internal processes to ensure that client employees are handled
appropriately and benefits are correctly administered.

Ability to establish remote work arrangements for employees:
Much of the work done by employees in this industry can be done remotely. Operators that can effectively do so will
have an advantage.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
estimated to account for 8.3% of revenue in 2020, which is a moderate
decrease from 10.0% in 2015. Industry profit is sensitive to changes in
both the number of clients and demand for services. Economic
recovery and rising corporate profit have revitalized demand for office
administrative services from large businesses over much of the five
years to 2020. However, the COVID-19 (coronavirus) pandemic
increased economic uncertainty, cutting into both revenue and profit.

 

  Wages

Wages account for the largest cost for industry operators, accounting
for an estimated 52.9% of revenue in 2020, down from 54.9% in 2015.
While the industry remains highly labour intensive, wages declined as a
share of revenue over the five years to 2020 due to the widespread
adoption of modern analytics software and other computer technology.
However, most tasks in the industry cannot be automated and are
typically done by hand. Furthermore, the industry requires a high
degree of personal interaction with clients. Most large industry
participants market services through a direct sales force that receives a
base salary and commission for each new client enlisted. Industry
personnel are highly compensated because these individuals must be
knowledgeable of labour laws, employment regulations, benefits
administration and contract management skills.
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  Purchases

Purchases represent an estimated 25.9% of industry revenue in 2020.
However, purchase costs frequently vary from company to company.
Typical purchases for industry operators include furniture, fixtures, data
processing equipment and computer software. This has grown over the
past five years as technology has quickly advanced, requiring
purchases of new equipment.

 

  Marketing

Large companies are more likely to spend money on traditional
marketing, while smaller operators typically rely on word-of-mouth
recommendations. Marketing costs are expected to account for 1.0% of
industry revenue in 2020.

 

  Depreciation

Depreciation costs are estimated to account for 2.2% of industry
revenue in 2020. Depreciation accounts for the use of buildings,
furniture, fixtures, data processing equipment and computer software.

 

  Rent

Rent costs are projected to account for 3.2% of revenue in 2020.
Medium- and large-sized companies will likely need an office space,
which raises both rent and utility costs.
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  Utilities

Utilities costs are projected to account for 1.0% of revenue in 2020.
Medium- and large-sized companies will likely need an office space,
which raises both utility and rent costs.

 

  Other Costs

The majority of other costs in this industry are service fees and other
miscellaneous expenses. All other costs account for 5.5% of revenue in
2020.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Human Resources and Benefits Administration industry in Canada is
characterized by a large number of small participants that offer
specialized services.

Outside of the industry's largest operators, companies typically provide services to niche or narrow geographic
markets. As there are no mandatory permits or significant start-up costs, the industry is characterized by low barriers
to entry. However, operators will likely need to build a reputation for providing a quality service and are active in a
highly fragmented market with many small players. As a result, there is a high level of competition in the industry.

INTERNAL COMPETITION

Players in the industry are required to compete on various factors,
including price, breadth of services and quality reputation.

Businesses may outsource their human resource operations to save money and streamline their business
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processes. Therefore, the ability to offer administrative services at a lower price creates a competitive advantage.
Larger operators in the industry may achieve a competitive advantage over their smaller counterparts through the
development of lower cost structures as they develop economies of scale and generate high income through a large
number of clients. Furthermore, these companies may benefit from synergies across their business lines, resulting in
potential advantages over their smaller counterparts. While smaller companies may only provide basic human
resource administrative services, players, such as Morneau Shepell Inc. and Automatic Data Processing Inc., are
able to provide various services ranging from basic human resource training to industry-specific regulatory
compliance. Larger players also typically have a reputation for providing quality work and are able to cite their past
achievements to attract new business.

EXTERNAL COMPETITION

The primary source of external competition for players in this industry is
from in-house human resource departments.

The development of human resource management software over the five years to 2020 has enabled some
companies to complete their own payroll and human resources processes without assistance from professional HR
companies. Additionally, external competition arises from the more specialized and general services operators, such
as retirement services and insurance companies. While these companies offer a range of related employment and
financial services to businesses, they generally do not offer the range of products provided by this industry. These
companies also often service midsize and larger companies, rather than small businesses due to their relatively
higher cost for services.

Competition is expected to increase as a result of the COVID-19 (coronavirus) pandemic. Many businesses have
been forced to close amid the rising economic uncertainty and reduction in GDP over 2020, reducing the market for
industry services. As a result, operators have competed more fiercely for the remaining market.

Barriers to
Entry

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

  The Human Resources and Benefits Administration
industry in Canada is characterized by low barriers to
entry. Despite a high level of competition, a majority of
industry operators are nonemployers. Additionally, the
industry is characterized by low levels of capital intensity
and regulation, which makes it simple to enter the
industry. Many of the smaller players offer either niche
services or to a niche market, which limits the number of
enterprises that a potential new company would have to
compete with. The increasing popularity of outsourcing
activities has enabled industry players to grow without
needing to open offices abroad. This trend has been
particularly strong among financial services providers,
such as benefits and other managed funds, as well as
health and medical insurers. Consequently, the industry
has experienced sufficient organic growth opportunities in
the domestic market with little or no pressure to source
income from global markets.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance None  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Human Resources and Benefits Administration industry in Canada is characterized by a low level of
globalization. The majority of industry operators are small nonemployers that provide services to narrow
geographical markets. These companies have little to no activity internationally and focus on understanding
domestic laws and systems efficiently. However, while the majority of industry operators are domestically based,
such as Morneau Shepell Inc., which is headquartered in Ontario, some of the industry's largest players are based in
the United States. For example, Automatic Data Processing Inc. (ADP) is headquartered in Roseland, NJ. ADP has
a strong international presence, with offices across Europe and the United States.
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Major Companies
There are no major players in this industry

Other Companies Morneau Shepell Inc.

  Market Share: 4.4%
  Morneau Shepell Inc. (Morneau Shepell) is a Canada-based provider of human resources consulting and

outsourcing services. Originally established in 1966, the company became an income trust in 2005 and came into its
current form following a company restructure in 2011. Morneau Shepell currently employs more than 6,000 workers
and primarily operates 14 offices in Canada and 11 offices in the United States. Morneau Shepell has acquired
several companies to expand its service offering and geographic scope over the five years to 2020. For example,
Morneau Shepell acquired Chestnut Global Partners in 2017, which expanded its employee assistance services.

Morneau Shepell's service portfolio includes administrative solutions, employee assistance programs, retirement
and benefit consulting and organizational health solutions. However, only the company's administrative solutions are
relevant to the industry. The company generates the largest share of revenue from businesses in Canada, while
operations in the United States have also grown steadily over the past five years. Morneau Shepell is expected to
generate $330.8 million in industry-relevant revenue in 2020.

CGI Group Inc.

  Market Share: 2.2%
  Montreal-based CGI Group Inc. (CGI) is a provider of end-to-end information technology and business processes

services. The company provides professional services in the United States, Canada, the United Kingdom, France,
Sweden, Finland and other European countries. Company operations are divided into three major segments, which
include information technology services, business processing services (BPS) and systems integration and
consulting. Industry-relevant services are offered through the company's BPS segment, which helps clients to lower
costs and achieve higher performance through business-to-business operations support and purchase and revenue
management. Accordingly, CGI is projected to generate $168.6 million in industry-relevant revenue in 2020.

Automatic Data Processing Inc.

  Market Share: 1.8%
  Automatic Data Processing Inc. (ADP) is based in Roseland, NJ and offers a variety of outsourcing services. Across

all business segments and geographic areas, the company served 860,000 business clients in 140 countries and
generated $19.3 billion in total revenue in fiscal 2020 (year-end June). ADP participates in the industry through its
subsidiary, ADP Canada Co. (ADP Canada), which was created in 1979 as a joint venture between Automatic Data
Processing Inc. and the Bank of Montreal. In the years since, ADP Canada has acquired many companies, including
divisions of Scotia Bank and the Royal Bank of Canada. ADP primarily operates via a cloud-based platform that
serves thousands of small- to medium-sized businesses. ADP has operated through two business segments,
including employer services, professional employer organization services However, not all of these services are
industry-relevant, with benefits administration providing most of the relevant revenue. In fact, the company is
predominantly relevant in the Canadian Payroll and Bookkeeping Services industry (IBISWorld report 54121bCA).
Industry-relevant operations account for only a small share of the company's total revenue. As a result, IBISWorld
estimates that ADP Canada will generate $136.0 million in industry-relevant revenue in 2020.

Conduent Incorporated

  US-based Conduent Inc. (Conduent) is a business processes services company formed in 2016, after Xerox
Corporation divested its business processes services division into a separate company. Headquartered in New
Jersey, Conduent divested its Canadian business in 2018 and sold it to HIG Capital, a private equity firm, for $186.0
million in cash and four annual payments of $20.0 million.



Human Resources & Benefits Administration in Canada February 2021

29 IBISWorld.com

Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Human Resources and Benefits Administration
industry in Canada is characterized by a low level of capital
intensity. Industry operators have taken advantage of
developments in cloud-based computing to improve
efficiency over the five years to 2020, offer more services
to clients and reduce reliance on administrative personnel.
This effort includes taking advantage of proprietary
integrated information systems that help store and retrieve
data associated with human resources, benefits
administration, regulatory compliance and risk
management services. In particular, industry operators
have increased their use of software as a service (SaaS)
technology, which permits service providers and users to
access information hosted on the cloud. Despite the
industry's increased use of technology, the large number of
small operators that may not be able to afford new
technology has kept depreciation costs low over the past
five years, increasing from 2.0% in 2015 to 2.2% in 2020.
Additionally, outsourced human resources services remain
labour-intensive. For every $1.00 spent on labour, the
industry is expected to spend $0.04 on capital in 2020.
However, despite the industry's increasing use of
technology, human resources and benefits administration
is still highly reliant on labour. Wages are estimated to
account for 52.9% of industry revenue in 2020.



Human Resources & Benefits Administration in Canada February 2021

30 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.

Very High Innovation
Concentration

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

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.

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.

Very Low Market
Concentration

Very
Unlikely

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

  The industry is adding new patent technologies at a rate in line with the average across all industries, which suggests a
stable addition of technology. However, the concentration of technologies is high. This creates the potential for innovation
outside the focus of industry leaders to gain traction.

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

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

Operators in the Human Resources and Benefits Administration industry in
Canada have become increasingly affected by various technological advances
on the part of competing industries, namely from in-house human resource
departments.

Advances in human resource management software over the five years to 2020 have permitted some companies to
internally complete their payroll and human resources processes without hiring any outside assistance from the
professional HR companies that characterize this industry. Such human resource management software includes programs
such as BambooHR, SmartRecruiters and Workday. As this computer software becomes more accessible and affordable
overall, the industry will likely continue experiencing technological disruptions as a result.

The level of technology change is    Medium

  Service providers in the Human Resources and Benefits Administration
industry in Canada generally possess proprietary integrated information
systems.

These systems are designed to store and retrieve data regarding all aspects of both the client's and the service provider's
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business, including human resource administration, regulatory compliance management, employee benefits administration,
risk management services, payroll and payroll tax administration. This industry is constantly searching for new and better
ways to apply the increased functionality and flexibility of technology to improve business applications and improve ways to
deliver those solutions to businesses. The industry is responding to these challenges by increasingly delivering internet-
based services. For example, many companies provide clients access to support tools so that they can quickly manage
employee benefits via an office computer. Over the five years to 2020, these tools have helped to help lower wage costs as
they become more widely available to clients.

Software as a service

Software as a service (SaaS), otherwise known as on-demand software, refers
to any software delivery system that permits data to be hosted on the cloud
and accessed by hosts and clients.

Different users are able to log in and access different services, depending on whether they are a staff member or a
manager. SaaS has become increasingly prominent over the past five years because it enables HR firms to quickly and
easily customize a human resources portal for each client, without the need for tedious labour or manual input.

Analytics

The industry is expected to place more emphasis on embedding analytics in
human resources software over the five years to 2025.

The addition of analytics to human resources software will likely enable employers and specialized companies to better
track their workforce, set benchmarks and identify worker productivity and other human capital trends across time. By
tracking these trends over time, companies are expected to be able to optimize their employees and increase their revenue
and profit.

Revenue
Volatility

The level of volatility is    Medium

  The Human Resources and Benefits Administration industry in Canada
experiences a moderate level of revenue volatility.

Industry revenue has grown as much as 4.9% in 2015 and has declined as much as 11.1% in 2018. Since industry
performance does not depend on any single sector or type of business, demand for industry services fluctuates relatively in
line with overall economic conditions, which influence new company formations, employment and employee compensation.
Many businesses view the outsourcing of human resource functions as a cost-saving alternative to hiring in-house workers.
Maintaining this perception helped this industry retain and build upon a steady and growing client base. A stagnant industry
labour force, in conjunction with a slightly increasing number of businesses in Canada, is expected to increase the pool of
potential clients for this industry and result in slight revenue growth over the next five years. However, significant revenue
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growth is likely to be stymied by persistent Canadian unemployment and uncertainty associated with commodities, such as
oil prices, which have hurt Canada's energy sector and subsequently constrained demand from this important market.
Revenue volatility is likely to be low as overall economic conditions continue to stabilize and small- to mid-sized businesses
outsource their human resource management duties to industry operators.

Regulation &
Policy

The level of regulation is    Light and the trend is Steady

Regulations for the Human Resources and Benefits Administration industry in
Canada are light and steady, with no industry-specific regulations beyond the
general policies that cover nearly all industries in Canada.

Regulations for human resources differ between provinces slightly and industry participants are charged with ensuring
clients are compliant with employment-related regulatory requirements. Consequently, industry participants must comply
with numerous federal and provincial laws that relate to tax, workers' compensation, immigration, civil rights and reward
rates.

Although industry operators are not subject to any specific taxation issues, they are required to have in-depth knowledge of
tax laws that affect client employers and employees. A key driver for outsourcing human resources and benefits
administration services is to permit specialized contractors to handle changing regulation and ensure that clients are not at
legal risk.

Industry
Assistance

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

The Human Resources and Benefits Administration industry in Canada
receives no direct assistance from federal or provincial governments.

The industry does receive an indirect benefit from any government stimulus packages benefiting small- to medium-sized
businesses, which results in greater national employment and a boost in the number of potential clients for industry
operators. In addition, several government agencies outsource their human resources and other administrative needs to
industry operators, which ultimately benefits the industry.

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

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Corporate
profit ($b)

2011 9,210 6,941 24,592 24,352 98,348 N/A N/A 6,078 N/A 270
2012 9,403 6,979 25,232 24,986 99,991 N/A N/A 6,105 N/A 253
2013 9,789 7,169 26,820 26,561 98,732 N/A N/A 6,160 N/A 258
2014 10,271 7,416 27,213 26,959 98,732 N/A N/A 6,336 N/A 279
2015 10,522 7,039 26,637 26,395 86,275 N/A N/A 5,772 N/A 214
2016 10,296 6,735 25,615 25,378 78,497 N/A N/A 5,362 N/A 226
2017 9,439 6,389 25,312 25,078 73,511 N/A N/A 5,065 N/A 264
2018 8,395 5,553 25,157 24,922 62,209 N/A N/A 4,336 N/A 266
2019 7,877 5,235 24,639 24,409 59,446 N/A N/A 4,190 N/A 261
2020 7,558 4,793 23,433 23,229 56,586 N/A N/A 3,995 N/A 202
2021 7,836 5,042 23,513 23,257 57,025 N/A N/A 4,049 N/A 236
2022 8,056 5,121 23,487 23,186 57,129 N/A N/A 4,078 N/A 272
2023 8,264 5,200 23,481 23,139 57,375 N/A N/A 4,113 N/A 285
2024 8,430 5,261 23,497 23,123 57,586 N/A N/A 4,142 N/A 294
2025 8,577 5,321 23,515 23,112 57,824 N/A N/A 4,170 N/A 301

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Corporate
profit (%)

2011 -3.22 -0.77 3.31 3.33 -0.80 N/A N/A 2.00 N/A 13.3
2012 2.09 0.55 2.60 2.60 1.67 N/A N/A 0.44 N/A -6.40
2013 4.10 2.71 6.29 6.30 -1.26 N/A N/A 0.89 N/A 2.26
2014 4.92 3.44 1.46 1.49 0.00 N/A N/A 2.87 N/A 7.95
2015 2.44 -5.08 -2.12 -2.10 -12.6 N/A N/A -8.91 N/A -23.2
2016 -2.16 -4.32 -3.84 -3.86 -9.02 N/A N/A -7.10 N/A 5.33
2017 -8.33 -5.15 -1.19 -1.19 -6.36 N/A N/A -5.56 N/A 17.1
2018 -11.1 -13.1 -0.62 -0.63 -15.4 N/A N/A -14.4 N/A 0.60
2019 -6.17 -5.72 -2.06 -2.06 -4.45 N/A N/A -3.37 N/A -1.94
2020 -4.06 -8.45 -4.90 -4.84 -4.82 N/A N/A -4.67 N/A -22.6
2021 3.68 5.20 0.34 0.12 0.77 N/A N/A 1.35 N/A 16.8
2022 2.80 1.56 -0.12 -0.31 0.18 N/A N/A 0.70 N/A 15.2
2023 2.58 1.53 -0.03 -0.21 0.43 N/A N/A 0.86 N/A 5.01
2024 1.99 1.18 0.06 -0.07 0.36 N/A N/A 0.69 N/A 3.19
2025 1.75 1.12 0.07 -0.05 0.41 N/A N/A 0.68 N/A 2.30

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 75.4 N/A N/A 93.7 66.0 4.00 61,799
2012 74.2 N/A N/A 94.0 64.9 3.96 61,052
2013 73.2 N/A N/A 99.2 62.9 3.68 62,386
2014 72.2 N/A N/A 104 61.7 3.63 64,177
2015 66.9 N/A N/A 122 54.9 3.24 66,905
2016 65.4 N/A N/A 131 52.1 3.06 68,313
2017 67.7 N/A N/A 128 53.7 2.90 68,896
2018 66.1 N/A N/A 135 51.7 2.47 69,701
2019 66.5 N/A N/A 133 53.2 2.41 70,489
2020 63.4 N/A N/A 134 52.9 2.41 70,601
2021 64.3 N/A N/A 137 51.7 2.43 71,009
2022 63.6 N/A N/A 141 50.6 2.43 71,381
2023 62.9 N/A N/A 144 49.8 2.44 71,688
2024 62.4 N/A N/A 146 49.1 2.45 71,920
2025 62.0 N/A N/A 148 48.6 2.46 72,112

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian HR Reporter
http://www.hrreporter.com

Employment and Social Development Canada
http://www.hrsdc.gc.ca

Human Resources Professionals Association
http://www.hrpa.ca

Industry Jargon BENEFITS ADMINISTRATION
The creation and management of employee benefits.

NONEMPLOYER
A small enterprise that does not employ any personnel (i.e. a self-employed company owner).

THIRD-PARTY ADMINISTRATOR
A company that processes certain aspects of employee benefit plans for another party.

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.



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
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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
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purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
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