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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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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 Pest Control industry in Canada is expected to decrease in 2020,
albeit only slightly, due to the ongoing COVID-19 (coronavirus) pandemic. For more
detail, please see the Current Performance chapter.

· Some of the industry's demand determinants are projected to change in 2020 due
to the coronavirus pandemic. For more detail, please see the Demand Determinants
chapter.

· Industry profit is projected to decrease in 2020 due to the industry's more difficult
operating conditions in light of the coronavirus outbreak. For more detail, please
see the Cost Structure Benchmarks chapter.

Note: The content in this report is currently being updated to reflect the trends
outlined above.
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About This Industry
Industry Definition The Pest Control industry in Canada controls and exterminates bed bugs,

mosquitoes, rodents, ants and other insects and pests for residential and
commercial clients. Operators also provide fumigation services.

Major Players Orkin Canada

Abell Pest Control Inc.

Main Activities The primary activities of this industry:

Bird-proofing services

Extermination services

Bed bug eradication

Fumigation services

Ant control services

Rodent control services

The major products and services in this industry:

Bed bug extermination

Rodent containment and extermination services

Ant extermination

Other
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Supply Chain
 

 

SIMILAR INDUSTRIES

Chemical Wholesaling in
Canada

Property Management in
Canada

Janitorial Services in Canada Landscaping Services in
Canada

RELATED INTERNATIONAL INDUSTRIES

Pest Control in the US Building Pest Control
Services in Australia

Pest Control in the UK

Pest Control in Canada 56171CA December 2020

6 IBISWorld.com



Industry at a Glance
Key Statistics

$1.7bn
Revenue

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

4.3% 0.9%

$217.9m
Profit

Annual Growth  Annual Growth

2015-2020  2015-2025

-2.1%

13.2%
Profit Margin

Annual Growth  Annual Growth

2015-2020  2015-2025

-4.9%

1,210
Businesses

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

6.6% 4.0%

14,044
Employment

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

3.1% 1.9%

$594.2m
Wages

Annual Growth Annual Growth Annual Growth

2015-2020 2020-2025 2015-2025

4.4% 1.7%

Key External Drivers % = 2015-2020 Annual Growth

-0.6%
Demand from manufacturing

0.1%
Demand from accommodation and food
services

1.5%
Per capita disposable income

2.3%
Corporate profit

1.7%
Housing starts

Industry Structure

POSITIVE IMPACT

Life Cycle
Growth

Capital Intensity
Low

Concentration
Low

Globalization
Low

MIXED IMPACT

Revenue Volatility
Medium

Regulation
Medium

Technology Change
Medium

Barriers to Entry
Medium

Competition
Medium

NEGATIVE IMPACT

Industry Assistance
Low

Key Trends

 Strong industry growth has largely been due to demand from
the commercial market

 The rapid proliferation of bed bugs has resulted in an
unexpected boon for the industry

 Profit for pest control companies has primarily benefited
from higher revenue

 Environmental concerns are likely to play a major role for
operators moving forward

 Bed bug extermination services will continue to be the
industry's strongest growth segment

 Weather has an important influence on industry demand

 Heightened demand for bed bug extermination has caused
the number of companies in the industry to rise
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Products & Services Segmentation

Bed bug extermination

50.4%

Rodent containment and
extermination services

22.1%

Ant extermination

18.0%

Other

9.5%

Pest Control
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

Growth Life Cycle Stage
Low Imports
High Profit vs. Sector Average
High Revenue per Employee
Low Capital Requirements

WEAKNESSES

Low & Steady Level of Assistance
High Customer Class Concentration
High Product/Service Concentration

OPPORTUNITIES

High Revenue Growth (2005-2020)
High Revenue Growth (2015-2020)
High Performance Drivers
Demand from accommodation and food
services

THREATS

Low Outlier Growth
Low Revenue Growth (2020-2025)
Corporate profit
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Executive
Summary

While the rise of bed bugs across Canada has left homeowners and
business owners frustrated, it has been a boon for the Pest Control
industry in Canada.

The increasing ubiquity of these nighttime pests has fuelled demand for pest
extermination professionals, underpinning robust revenue growth. As a result of
heightened demand for extermination and prevention services, industry revenue is
expected to grow an annualized 4.3% to $1.7 billion over the five years to 2020.
This, however, includes a forecast decrease of 1.5% in 2020 due to the COVID-19
(coronavirus) pandemic. While bed bugs were typically confined to hotels and some
residences in the past, the creatures have begun to pop up in more unlikely spots,
e.g. movie theatres, offices and even clothing stores. The increased occurrence of
these pests has thus led to substantial demand for pest exterminators and rising
service prices. Further, the proliferation of an insecticide-resistant strain of bed
bugs has driven operators to develop innovative products to deliver solutions to
homeowners and businesses. Heightened demand for bed bug extermination has
caused the number of companies in the industry to rise. Over the five years to 2020,
the number of enterprises is expected to increase an annualized 6.6% to 1,210
companies.

Additionally, growth in Canadian per capita disposable income has led to increased
consumer spending and higher sales overall for restaurants and food and drinking
establishments during much of the period, with the exception of the current year as
a result of the coronavirus. As these key downstream markets have continued to
expand, demand for pest control services in Canada has risen accordingly.

Conditions are expected to remain positive overall over the five years to 2025, with
industry revenue forecast to increase an annualized 0.9% to $1.7 billion. Bed bugs
and other insect infestations are expected to become an increasingly prevalent
concern in both homes and commercial establishments, resulting in strong demand
and higher profit for pest extermination professionals, particularly in urban areas.
This will foster strong product development in the next five years. Given the public's
growing concern over the potentially harmful effects of pesticides and other
chemicals, environmentally friendly solutions will represent a growing area of
development.
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Industry Performance
 

 

Key External
Drivers

Corporate profit
A majority of industry revenue is generated from commercial clients. Food
manufacturing and processing companies, for example, hire operators to control
and prevent pest infestations. Demand from these markets is determined by
corporate profit, as businesses with ample cash on hand are more likely to spend
on pest control services. Corporate profit is expected to decrease in 2020.

Per capita disposable income
Pest control and prevention services are also commonly used by individuals. When
per capita disposable income rises, consumers will increasingly opt for
professional pest control services as opposed to general pest control products
from home and garden stores. Per capita disposable income is expected to
increase in 2020, representing a potential opportunity for the industry.

Demand from manufacturing
Food and beverage manufacturing facilities are another significant source of
demand for pest control companies. Due to health regulations, these
manufacturers regularly purchase pest extermination services from industry
operators. Demand from manufacturing is expected to decrease in 2020.
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Housing starts
Companies in the industry provide fumigation and other preliminary pest
extermination services for newly constructed homes. As the number of housing
starts declines, demand for pest control services is negatively affected. The
number of housing starts is expected to decrease in 2020, posing a potential threat
to this industry.

Demand from accommodation and food services
Hotels, motels, restaurants and other food service establishments make up a
significant source of demand for pest control companies. Due to health regulations,
these establishments conduct regular inspections to decrease the incidence of pest
infestations. Demand from accommodation and food services is expected to
decrease in 2020.

 

 

Current
Performance

Over the five years to 2020, a rapid rise in the incidence of bed
bugs, combined with growing commercial demand for the majority
of the reporting period, has successfully underpinned the strong
revenue growth experienced by the Pest Control industry in Canada.

Although the COVID-19 (coronavirus) pandemic is projected to result in a drop in
revenue over the current year, the industry is not projected by IBISWorld to be
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affected significantly by the pandemic, as the industry's range of operations has
been designated an essential service; oftentimes, the true eradication of a pest
infestation requires the services of professional exterminators.

Moreover, as a result of the government's Economic Response Plan to COVID-19
and the various government support programs the plan has created for individuals
and businesses alike, per capita disposable income in Canada is projected to rise
over the year for both individuals and households despite the broader difficulties
characterizing the economy during this time. At the same time, increasing reports
of bed bug infestations across all Canada have further supported downstream
demand for pest extermination professionals from commercial and residential
clients. Consequently, industry revenue is expected to increase at an annualized
rate of 4.3% to $1.7 billion over the five years to 2020, including a projected decline
of 1.5% in 2020 alone.

Downstream demand increases

The strong growth posted by the industry during the majority of the
current period has largely been due to stable demand on the part of
the commercial market.

Restaurants and hotels are both bound by strict health and safety codes, requiring
businesses to provide pest-free environments for consumers. This ultimately
ensures stable commercial demand for the industry, as these businesses continue
abiding by the appropriate regulations. In addition, food manufacturing and
processing companies also rely on industry services to prevent infestations of
pests, which can carry parasites and disease and negatively affect food supplies.
Demand from these markets is largely determined by corporate profit, as
businesses with ample cash on hand are more likely to spend on pest control
services. Consequently, in 2017, for example, an increase of 17.1% in total
corporate profit across all Canadian industries helped boost industry revenue 10.6%
the following year.

Moreover, the industry was aided by a stable Canadian residential real estate
market. Over the five years to 2020, IBISWorld estimates the number of housing
starts increased an annualized 1.0%. As the construction of multifamily apartment
units increased, the industry experienced greater demand for its residential
fumigation and pest control services. Rising residential demand for pest control
services was also driven by an increase in public concern over bed bugs as higher
rates of international travel over the past five years (with the exception of the
current year as a result of the coronavirus pandemic) led to an increase in
infestations in urban centres such as Toronto, which major player Orkin Canada LLC
dubbed the most bed bug-infested city in the country in 2018.

Don't let the bed bugs bite

Though the rapid proliferation of bed bugs has frustrated
homeowners and businesses, it has resulted in an unexpected boon
for the industry.

According to the Structural Pest Management Association of Ontario, bed bug
extermination is the industry's fastest-growing service segment. Although bed bugs
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were nearly eradicated in the 1940s and 1950s due to the widespread use of the
insecticide dichlorodiphenyltrichloroethane (DDT), they have made a resurgence
since the 1990s. The 1972 ban on DDT is a widely cited cause for this
reappearance. However, experts agree that increased international travel due to
globalization and greater resistance to insecticides, including DDT, are the primary
reasons for the recent proliferation of bed bugs. Regardless of the reason, the
reappearance of these pests has stimulated particularly strong demand from the
hotel industry.

An increase in bed bug infestations has also led to a rise in public concern over the
environmental effects of pest control products. The industry has begun to
implement new products and technologies to address these concerns. Bed bugs'
increasing resistance to insecticides has resulted in new methods of control,
including training dogs to detect their presence.

Profit falls, participation rises

Profit, defined as earnings before interest and taxes, is expected to
account for 13.2% of industry revenue in 2020, which is lower
compared with historical highs.

This, however, is largely due to the coronavirus pandemic affecting profitability in
the current year, as profit is projected to return to growth in 2021 along with the
anticipated recovery of the Canadian economy in aggregate. Moreover, during the
majority of the period profit for pest control companies has primarily benefited from
higher revenue, which itself is a result of increased demand and stable purchase
costs, with the latter mitigating any increase in chemical, equipment and other
industry purchase expenses during the period. In addition, bed bug extermination is
among the industry's most expensive service offerings, representing an opportunity
for operators in this industry to realize a higher profit margin compared with many
other service industries. Bed bug treatments range between $750.00 to treat a few
rooms and $70,000 for large apartment complexes. High profit may also have
attracted new operators to the industry. Over the five years to 2020, the number of
operators is expected to rise an annualized 6.6% to 1,210 companies. As a result,
industry employment is also forecast to increase an annualized 3.1% during the
same period, reaching 14,044 individuals.

New pests enter Canada

The brown marmorated stink bug is an invasive insect native to
Japan, Korea, Taiwan and China.

The first official North American detection of this pest occurred in Pennsylvania,
and the insect has since encroached on US states that border Canada, in addition to
entering provinces such as British Columbia. While these insects cause significant
crop damage, stink bugs winter in homes and commercial buildings, increasingly
plaguing residents, employees and customers. The rise in the stink bug population
has the potential to drive demand for pest control services, particularly in the
warmer regions of Canada. Population levels are expected to increase due to
warming temperatures and a lack of natural predators. As a result, industry
participants are preparing to control this invasive species in an effort to limit the
stink bug's spread.
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Historical Performance Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Corporate

profit
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2011 1,187 650 824 761 10,856 N/A N/A 427 N/A 28,391
2012 1,205 653 827 764 11,191 N/A N/A 435 N/A 28,883
2013 1,193 651 883 816 11,213 N/A N/A 434 N/A 29,369
2014 1,212 670 900 829 11,494 N/A N/A 438 N/A 29,466
2015 1,339 756 953 877 12,085 N/A N/A 479 N/A 30,804
2016 1,414 802 1,005 924 12,328 N/A N/A 496 N/A 30,333
2017 1,361 778 1,100 1,014 12,656 N/A N/A 492 N/A 30,713
2018 1,505 865 1,217 1,120 13,422 N/A N/A 537 N/A 30,873
2019 1,675 937 1,271 1,168 13,986 N/A N/A 594 N/A 31,217
2020 1,651 865 1,312 1,210 14,044 N/A N/A 594 N/A 33,528
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Industry Outlook
Outlook The Pest Control industry in Canada is poised to continue its growth,

though at a more marginal rate compared with the five years to
2020.

Over the five years to 2025,
IBISWorld forecasts that industry
revenue will increase at an
annualized rate of 0.9%, reaching
$1.7 billion. The continued
proliferation of bed bugs is expected
to be one of the main factors driving
industry growth. Furthermore, the
regulation of over-the-counter
pesticide products is expected to
tighten, limiting the substitute
products available on the market for
consumers. As a result, residential
pest control services are expected to
become a growth segment for the
industry over the next five years.

Bed bug and environmental pest
control

Bed bug extermination services will likely continue to be the
industry's strongest growth segment over the next five years.

Bed bugs are one of the most difficult pests to eliminate. Therefore, demand from
residential and commercial clients is expected to increase as these nocturnal
creatures increasingly invade Canadian homes and businesses. This increased
infestation is expected to foster strong product development, as companies work to
find products to fill the void left by the ban of dichlorodiphenyltrichloroethane
(DDT). In particular, companies are expected to incorporate a wider range of
alternative treatments, given that bed bugs are becoming increasingly resistant to
the most commonly used insecticides. For example, the start-up Delta Five Systems
LLC's Automated Insect Monitoring (AIM) device hooks up to existing Wi-Fi and
monitors the space around it using internal cameras. Further, other recent bed bug
treatments include a nanotechnology-based, nonchemical microfibre trap
developed by researchers at Stony Brook University, which is designed to contain
bed bug infestations. This particular treatment is unique in that it avoids the use of
chemicals or potential toxins, which represent a growing concern for Canadian
consumers amid rising eco-consciousness throughout Canada as a whole.

In fact, environmental concerns are likely to play a major role for operators moving
forward for this reason, as the industry experiences the challenge of changing the
public perception that its products are harmful to the environment. To effectively
combat this public perception and halt increased industry regulation, companies
are working toward developing more ecofriendly products to appeal to changing
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business and consumer concerns. In addition, industry operators are increasingly
focusing on environmentally friendly chemicals, such as pyrethroids. Pyrethroids
consist of synthetically produced chemicals whose chemical structures are based
on the properties of natural extracts, such as the chrysanthemum flower.
Permethrin, which is a type of pyrethroid, is a broad-spectrum agent that may be
used to control a variety of insects. At the same time, it is also safe to be used in
places where food is handled, such as residential kitchens or commercial
restaurants, two of the industry's main market segments. Heightened concerns over
safety and environmental awareness will also drive demand for alternative pest
control methods, such as baiting, vacuuming and other nonspraying methods over
the next five years.

Rising demand from the residential market

Demand from the downstream residential market is expected to
increase over the five years to 2025 as over-the-counter pesticide
products are increasingly banned.

Pesticides are regulated by Health Canada under the Pest Control Products Act, and
are among the most regulated products in Canada. The Canadian government has
and will continue to review regulations regarding the sale of certain pest control
products to vigilantly monitor their effect on humans and the environment both.
With few expected substitute options available, consumers will likely turn to
professional extermination services, such as those provided by operators in this
industry, more often.

Weather also has an important influence on industry demand. Typically, when
temperatures rise, pest populations grow as well. During periods of warm weather,
insects tend to develop faster, with less time passing between generations.
Additionally, wet weather is important in the development of pests such as
mosquitoes and flies. Natural Resources Canada expects the frequency of extreme
summer temperatures to increase across the country over the coming decades. In
addition, the agency expects that total annual precipitation will increase across the
country during the current century. Due to increasingly warm and wet weather, pest
populations are expected to expand over the next five years, which will, in turn,
increase industry revenue, albeit marginally.

In response to strong demand on the part of its downstream clients, a rising focus
on the residential market and expected climate conditions that are more suitable to
the proliferation of pests and insects, the industry will continue to expand. Over the
five years to 2025, the number of pest control companies is forecast to rise at an
annualized rate of 4.0% to 1,470 enterprises. Similarly, industry profit is expected to
rise, as higher participation in the industry may lead to competitive pricing
pressures for pest control services. Rising industry profit is also partly explained by
an anticipated rise in industry wages, as well as the broader recovery of the
Canadian economy following the eventual conclusion of the COVID-19
(coronavirus) pandemic. Over the five years to 2024, total wage costs are expected
to increase at an annualized rate of 1.7% to $646.1 million, which is slightly higher
than industry revenue growth, as pest control services are highly labour-intensive
and thus difficult to successfully automate.
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Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Corporate

profit
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)

2020 1,651 865 1,312 1,210 14,044 N/A N/A 594 N/A 33,528
2021 1,669 956 1,364 1,260 14,341 N/A N/A 606 N/A 31,957
2022 1,690 972 1,421 1,315 14,664 N/A N/A 618 N/A 32,422
2023 1,704 983 1,476 1,369 14,931 N/A N/A 628 N/A 32,586
2024 1,716 992 1,531 1,422 15,186 N/A N/A 638 N/A 32,684
2025 1,726 1,000 1,579 1,470 15,418 N/A N/A 646 N/A 32,767

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

LIFE CYCLE REASONS

IVA is growing faster than Canadian GDP

The industry's downstream markets exhibit wholehearted acceptance of its services

Industry employment is increasing modestly

 

 

The Pest Control industry in Canada is currently in the growth stage of its economic
life cycle. Industry value added (IVA), which measures an industry's contribution to
the overall economy, is forecast to rise at an annualized rate of 2.8% over the 10
years to 2025. Comparatively, the GDP of Canada is projected to rise at an
annualized rate of 1.8% during the same 10-year period. An IVA growth rate that
exceeds overall economic growth is typically indicative of a growing industry.
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Over the past decade, the industry experienced a revival, propelled by the
resurgence of bed bugs, which has resulted in strong product development and
growth prospects. The industry has continued to provide services to the same
downstream residential and commercial markets. Another indicator of the
industry's growth phase involves the level of product innovation among industry
operators, as the rapid rise in the number of bed bug infestations during the period
that do not respond well to commonly used pesticides has directly caused
operators to increase the array of their products to successfully combat these types
of infestations. Furthermore, it is becoming increasingly common for certain
companies in the industry to offer more environmentally friendly products to their
customers, keeping up with the trend of rising environmental consciousness in
Canada.

As a result of rising demand from residential and business clients, employment is
estimated to grow an annualized 2.5% over the 10 years to 2025. Nevertheless, the
industry's downstream markets exhibit a wholehearted acceptance of its services,
as the industry remains dependent on new and existing housing sales, which
typically boost demand for fumigation and other pest elimination services. The
industry also relies on vital commercial sectors, including restaurants, leisure and
hospitality markets.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Consumers in Canada

Educational Services In Canada

Accommodation and Food Services In
Canada

Healthcare and Social Assistance In
Canada

KEY SELLING INDUSTRIES

1st Tier
New Car Dealers in Canada

Commercial Leasing in Canada

2nd Tier
Pesticide Manufacturing in Canada

Products and
Services

 

 

The Pest Control industry in Canada provides a wide range of
services to its clients, which IBISWorld broadly categorizes into bed
bug extermination, termite extermination, rodent extermination,
cockroach control, ant extermination and other diversified services.

Bed bug extermination

Bed bug extermination services are the most rapidly growing,
lucrative category for pest control companies.

IBISWorld estimates that these services account for 50.4% of the industry's revenue
in 2020. Although nearly eradicated in North America in the 1950s, bed bugs have
been making a resurgence lately, driven in large part by increasing international
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travel the world over, which has subsequently introduced bed bugs that are
resistant to common insecticides and extermination techniques. Bed bug
extermination has been one of the industry's fastest-growing service categories
over the past decade. Bed bugs continue to be a problem in major Canadian cities.
For example, according to a 2014 survey by Pest Control Technology magazine,
3.4% of homeowners and renters in Montreal claimed they have encountered a bed
bug infestation.

Ant extermination

Ant control and extermination services account for 18.0% of total
industry revenue in 2020, and have remained stable as a share of
revenue over the past five years.

Ant infestations are common in households, commercial and industrial sites. The
most common ant extermination services are geared toward carpenter and
thatching ants. Carpenter ants are considered pests because they are adapted for
living in dead wood. These ants excavate but do not usually eat wood and lumber in
houses. Other common ants in Canada are leaf-cutter, harvester, fire and thief ants.
Typically, companies operating in this industry apply pesticide baits or pesticide
dusts in commercial and residential areas to help combat ant infestations.

Rodent containment and extermination services

Rodent control services generate an estimated 22.1% of industry
revenue in 2020.

Rodent control services are an extremely important source of industry revenue
given that they can cause property damage and also spread disease; however, this
product segment has remained stable as a share of revenue over the past five
years, mainly due to more robust growth in the bed bug extermination segment.
Increasingly, the industry's operators are introducing a greater range of nontoxic
rodent control and extermination services to provide more environmentally friendly
services.

Other

Other services provided by the industry include bird-proofing and
other wildlife control, in addition to flea, fly, spider, silverfish, moth,
mosquito, hornet, wasp, termite and other insect extermination
services.

Combined, these services account for the remaining 9.5% of industry revenue in
2020. While termites can cause major structural damage to residential and wood-
framed properties, termites are far less pervasive in Canada compared with the
United States. Consequently, termite extermination services represent a small
service offering for industry operators. Nevertheless, according to the Canadian
Wood Council, an estimated 20.0% of Canadians live in municipalities where
termites are present. The most common method for exterminating termites is
through fumigation in which a commercial business or residence is filled with
gaseous pesticides.
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Demand
Determinants

Demand for the Pest Control industry in Canada is dependent upon
national and local regulations, weather conditions, downstream
demand from commercial clients and trends in disposable income.

Given that the majority of pest elimination and containment services are necessary
expenditures for businesses and consumers, demand was relatively insulated from
the negative effects of the recent recession, and is projected to remain insulated in
a similar fashion even amidst the ongoing COVID-19 (coronavirus) pandemic.

Commercial demand

Restaurants and other food service establishments are monitored
for evidence of insects and other pests by the Canadian Food
Inspection Agency.

Food service establishments must create a comprehensive pest control program
along with records of the types of pesticides used and the frequency of inspections.
If there is evidence of insects or rodents in their facilities then they experience
monetary penalties and possible legal action. Therefore, demand for pest control
companies is reliant on the number of restaurants in operation.

Hotels, motels and other accommodation establishments are another significant
market for the industry's services. Therefore, as the number of hotels and motels
increases, there is corresponding greater demand for pest control services. In
particular, bed bug extermination services are highly reliant on downstream
demand from hotels and motels.

Residential demand

Demand for pest control treatments on the part of residences is
determined by changes in per capita disposable income and trends
in the housing market.

While the industry's pest control services represent a relatively necessary
expenditure overall, if disposable income is declining and unemployment is high,
then consumers will be more likely to substitute professional services for
household chemicals and treatments. Though this was projected to be the case in
2020 considering the coronavirus pandemic, per capita disposable income is
actually expected to increase over the year as a result of the government support
programs the federal Canadian government created and put into place as a part of
its Economic Response Plan to COVID-19. Demand from the residential sector is
also dependent on trends in existing home sales and housing starts. Typically,
before a house is sold, it undergoes complete termite fumigation and other pest
elimination services to increase its attractiveness to potential buyers. In addition,
prior to home construction, operators also provide termite pre-treatment services to
reduce the likelihood of future infestations.

Pest Control in Canada 56171CA December 2020

21 IBISWorld.com



Weather conditions

Changes in weather patterns and seasonal factors also affect
demand for the industry's pest control services.

Typically, insect infestations increase in the spring and summer, resulting in greater
revenue for industry operators during these months. Warmer temperatures also
increase the development rate for insects, leading to less time between generations
and, thus, a larger insect population. Excessive rainfall over a short time will also
increase the number of pests in residential and commercial buildings, as the soil
becomes flooded and ants and other insects relocate indoors.

Conversely, cooler-than-average temperatures during spring and summer limit
insect populations and reduce industry revenue. In addition, demand is affected by
extreme weather conditions such as drought, which results in lower pest
populations and, correspondingly, lower demand for industry services.

Housing sales

An increase in the number of houses sold is another driver for
industry revenue.

When a house is sold, it typically undergoes complete termite fumigation and other
pest elimination services to increase its attractiveness to potential buyers. Thus, an
increase in the number of houses sold in Canada will boost demand for the
fumigation and other pest elimination services this industry performs. With the
marginal rise in the housing market over the past five years as a whole, the Pest
Control industry has experienced a similar stagnation in demand for fumigation
services on the part of this market. Lastly, and prior to the construction of new
homes, industry operators also provide pretreatment services, which is also meant
to reduce the likelihood of insect infestations in new homes in the short term.
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Major Markets

Residential homes

Residential pest elimination is one of the two largest sources of revenue for
operators in the Pest Control industry in Canada, and is therefore estimated to
account for 42.0% of sales in 2020. Households have long been established as
major purchasers of rodent, termite, ant, bed bug and cockroach extermination
services. Pest extermination services are partly tied to the number of homes that
are sold in Canada, as all newly sold homes generally undergo a thorough pest
extermination process prior to move-in. Thus, an increase in the number of homes
sold drives demand for pest extermination services. Conversely, a decline in the
number of houses sold decreases demand for industry services. According to
IBISWorld data, the number of housing starts in Canada has increased marginally at
an annualized rate of 1.0% over the five years to 2020. As a result, the residential
homes segment has not shown robust growth when compared with other industry
product segments, and is projected to decline slightly in the current year as a result
of the COVID-19 (coronavirus) pandemic, as individuals and households looking to
scale back on expenditures are likely to try pest extermination on their own using
commercially available household products before contracting the services of the
industry's operators. Nonetheless, the essential nature of the industry's services,
largely due to the necessity of hiring a professional exterminator when dealing with
a serious pest infestation, will likely prevent this segment from contracting too
significantly over the current year.

Commercial establishments

Commercial pest elimination is estimated to account for 50.7% of overall industry
revenue in 2020. Pest elimination tends to be concentrated among retail, hospitality
and food service establishments. With hospitality and food service establishments
contending with major state and federal health code regulations, this segment
remains a significant area of demand for industry services, and will almost certainly
remain so over the five years to 2025 as well despite the various difficulties the
aforementioned sectors are continuously enduring over the current year as a result
of the coronavirus pandemic. Over the past five years, rising consumer confidence
and per capita disposable income levels during much of the period have caused
consumers to be more likely to eat out at restaurants or stay in hotels. This trend
has consequently brought about an increase in the number of hotel and food
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service establishments, which has bolstered demand for pest elimination services
in turn. Furthermore, the resurgence of bed bugs over the past decade has
generated increased demand from these commercial establishments; moreover,
this product segment is projected to increase in the current year due to more
profound declines in other segments, notably the residential homes segment.

Government institutions and not-for-profit organizations

Government institutions such as educational facilities, correctional facilities and
federal, state and local government locations as well as not-for-profit organizations
are estimated to account for the remaining 7.3% of industry revenue in 2020.
Revenue generated from this market is expected to have remained stable over the
past five years, though bed bugs are increasingly representing larger threats to
dormitories in universities, potentially generating a greater amount of sales from
government institutions during the outlook period.

International
Trade

Exports in this industry are  Low and Steady

Imports in this industry are  Low and Steady

Given that this is a service-based industry and operators conduct business on a
local or regional scale, there is no associated international trade activity regarding
the Pest Control industry in Canada.
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Business
Locations

 

Business Concentration in Canada
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Ontario

Ontario is by far the most popular home for operators in the Pest Control industry in
Canada in 2020, containing an anticipated 39.2% of establishments. Ontario's
dominance is largely due to the province's high share of the nation's population.
According to the latest data available from Statistics Canada, Ontario accounts for
38.8% of the country's population. Accordingly, industry major player Orkin Canada
LLC named 14 cities in the province on its 2018 list of the most bed bug-ridden
cities in Canada (latest data available). The number of establishments in the
province has grown during the period largely due to the proliferation of bed bugs,
which has resulted in strong consumer and commercial demand for pest control
services.

Quebec

Quebec holds the second-largest share of the industry's establishments after
Ontario, with an estimated 24.8% of the industry's total in 2020. Over the past five
years, the province's share of industry establishments has marginally risen as the
province's population has continually increased. According to the latest data

Pest Control in Canada 56171CA December 2020

25 IBISWorld.com



available from Statistics Canada, Quebec accounts for an estimated 22.6% of
Canada's population, making it a key residential and commercial market for the
industry.

British Columbia

British Columbia holds the third-largest share of establishments in the Pest Control
industry, with an expected 15.4% of establishments in 2020. British Columbia is
characterized by mild weather, particularly in the Lower Mainland and Vancouver,
resulting in a greater incidence of pests compared with the rest of the province.
Moreover, Vancouver receives a high degree of rain, which further perpetuates the
greater number of pests. British Columbia, the third-most populous province, is
home to 13.5% of the nation's population, making it a key market for the industry.

Alberta

Alberta comprises another prominent area for industry operators, and is expected
to account for 8.1% of industry establishments in 2020, a percentage that has
expanded slightly over the past five years. However, its share of the population
nonetheless exceeds its establishments, signalling greater growth potential for this
province in the future. According to Statistics Canada, Alberta contains 11.6% of the
Canadian population in 2020.

Other

The remaining provinces have a limited presence regarding the industry's
establishment breakdown due in part to their smaller consumer markets. However,
Saskatchewan has grown strongly over the past five years, increasing its share to
5.6% of total establishments in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Low

The Pest Control industry in Canada has a
low level of market share concentration. In
2020, the industry's top four operators are
expected to account for just 22.3% of
industry revenue. Market share
concentration has grown over the five
years to 2020 as larger companies have
purchased other players in targeted
acquisitions meant to increase their
respective client bases. With high
transportation costs, larger pest control
companies are increasingly acquiring
nearby companies to expand the number
of clients they serve within their immediate
vicinity.

The majority of the industry's 1,210 companies consist of small- to medium-sized
operators that conduct their services within a local or regional scope. Typically,
companies locate near key consumer markets to minimize transportation costs and
provide more timely service to clients.

Key Success
Factors

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

Ability to quickly adopt new technology: Although pest control products are highly

regulated, the ability to offer effective and environmentally friendly products is increasingly

important to a company's success.

Qualified work force: Companies that can provide effective technical training to staff will

benefit greatly, as their technicians are the main point of contact for customers and will

determine renewal rates.

Management of seasonal production: It is important for companies to be able to

manage the seasonal fluctuations in demand for pest control services.

Proximity to key markets: Proximity to key markets benefits industry players, since they

can reduce transportation costs and deliver pest control services more efficiently.

Understanding government policies and their implications: Industry operators must

comply with and be up to date on federal, provincial and local environmental regulations for

pest control chemicals.
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Cost Structure
Benchmarks

Profit

Profit is relatively high for the Pest Control
industry in Canada. In 2020, the average industry
profit margin, measured as earnings before
interest and taxes, is expected to account for
13.2% of industry revenue. Profit has fallen over
the five years to 2020 despite rising service
prices, as the ongoing COVID-19 (coronavirus)
pandemic in the current year is projected to
encroach upon operators' returns. This is
especially the case for this industry given that
the majority of industry operators consist of
small- to medium-sized businesses.

Wages

Characteristic of its service-based nature, wages
represent the industry's largest cost category. In
2020, wages are expected to account for 36.0%
of revenue, compared with 35.8% in 2015.
Typically, operators employ between three and
five full-time employees. According to the latest
data available from Service Canada, 79.8% of
industry operators are estimated to employ
under 10 individuals in 2020. Industry operators
mainly employ supervisors, exterminators, pest
control technicians, sales staff and
administrative employees. Employees that apply
pesticides commercially must hold a provincial
pesticide applicator licence.
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Purchases

Purchases are estimated to account for 18.4%
of industry revenue in 2020, and have remained
fairly stable as a share of revenue over the past
five years. Pest control operators purchase
pesticides and other insecticides as well as fuel.
The price of crude oil has declined significantly
over the past five years, representing the
primary factor that leads to lower purchase
costs for gasoline and benefitting industry
operators that commonly travel to client sites as
a result. However, the price of pest control
chemicals has risen during the period, keeping
purchases stable overall.

Depreciation

Depreciation expenses account for an estimated
3.1% of total industry revenue for domestic
operators in 2020, compared with 2.6% in 2015.
Depreciation expenses for the industry mostly
include spending on central buildings, vehicles,
spray equipment, sound wave equipment and
vacuum steam cleaners, though this category
also includes spending on computers and
software equipment.

Marketing

Given that the industry is highly competitive,
marketing represents a significant expense for
the industry's operators. In 2020, marketing
costs are expected to account for 4.4% of
revenue, rising from 3.8% in 2015.
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Rent

Rent expenses are estimated to account for
2.1% of industry revenue in 2020. This is
marginally higher compared with 1.8% in 2015,
with rental costs incurred for both operating
facilities and machinery.

Utilities

Utilities are estimated to account for 2.2% of
industry revenue in 2020, and have remained
fairly stable as a share of revenue over the past
five years. Utility expenditures include costs
associated with electricity, natural gas, water
and sewer expenses.

Other Costs

Other expenses for industry operators include
selling and administrative expenses, insurance,
legal fees, professional fees and delivery
expenses, among others, and are expected to
comprise the remaining 20.6% of industry
revenue in 2020. Liability insurance is typically
purchased by operators to cover any damages
to a house, building or furnishings during
treatment.
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Basis of
Competition

Competition in this industry is  Medium and Increasing

Internal competition

Competition among exterminators in the Pest Control industry in
Canada is based mainly on price, the quality of the services provided
and customer loyalty.

Quality of service is an extremely important component because generating repeat
customers and favourable reviews through word-of-mouth and online reviews is key
to developing a steady revenue base. Quality of service includes thorough
inspections and extermination services along with a thoroughly professional
demeanour among industry technicians and customer service employees. Another
important element includes the breadth of products and services provided by a
company in the industry, as environmental concerns have become increasingly
important to residential and commercial clients. Therefore, industry companies that
are capable of providing a broader variety of ecofriendly products will likely develop
a competitive edge.

Clients develop strong company loyalty, so aggressive marketing by industry
operators is key to generating sales. In 2020, the percentage of revenue devoted to
marketing is an estimated 4.4% for operators. Furthermore, companies that offer a
range of services, such as landscaping, cleaning and maintenance services and
pest extermination will develop a competitive edge as customers will likely use their
pest extermination services due to the convenience factor.

External competition

Aside from competing with companies in the industry that offer pest
extermination services, industry operators also compete with
household products that are publicly available at home and garden
stores, in addition to large discount department stores.

During the recession, more households and businesses switched to these
consumer products, as they are significantly less expensive compared with the
industry's exterminators. This may also prove to be the case in 2020 with the
COVID-19 (coronavirus) pandemic, as individuals and households contend with the
negative effects of the pandemic on the Canadian economy and adhere to social
distancing guidelines to minimize the virus's spread. However, these household
insecticide products tend to include general use pesticides, meaning they contain
only diluted concentrations of insecticides. Therefore, these household products
are generally not as effective as those used by professional exterminators,
consequently rendering the industry's range of operations an essential service.
Industry operators use restricted use pesticides, which are only available through
special licences and are used for more severe infestations. Bed bug infestations
almost always require the use of professional services.

Barriers to Entry Barriers to entry in this industry are  Medium and Steady
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The Pest Control industry in Canada
exhibits moderate barriers to entry. The
primary barriers to the entry of new
operators primarily involve licensing and
regulatory requirements for new
entrants, as well as trained and licensed
staff. In Canada, all pest control
technicians and fumigators must hold a
provincial pesticide applicator licence. In
addition to having an exterminator
licence, all businesses that employ
persons that apply federally regulated
pesticides commercially must have an Operator General Licence.

Start-up costs vary depending on the scale of operations. New businesses, for
example, need to secure warehouses or operational facilities and specialized
equipment and vehicles. Industry companies also need various supplies such as
insecticide sprays, dusters, repellents, powders, foams and gels based on treatment
types. The typical equipment used by employees in the industry includes sprayer
wands, flashlights, hoses, baits and traps.

New businesses can obtain success in the domestic Pest Control industry by taking
advantage of location benefits. For example, if there are few operators located in
particular regions, then potential operators can capitalize on the relatively lower
level of competition in those respective areas. Operators can also franchise
operations to take advantage of established brand exposure from existing
companies.

Barriers to entry checklist
Competition Medium

Concentration Low

Life Cycle Stage Growth

Technology Change Medium

Regulation & Policy Medium

Industry Assistance Low

Industry
Globalization

Globalization in this industry  Low and Steady

The Pest Control industry in Canada has a low level of globalization. Since it is a
service-based industry, there is no associated international trade. However, the
industry's largest companies typically have international operations. For example,
industry major player Orkin Canada LLC (Orkin Canada) is owned by Rollins Inc.,
which is based in the neighbouring United States and has operations across North,
Central and South America; the Middle East; Europe; Asia; and Africa. In 2016 alone,
Orkin Canada acquired seven US-based pest control companies.

Moreover, other major US operators, such as the Terminix International Company
LP (Terminix), which is owned by ServiceMaster Global Holdings Inc., have made a
concerted effort to expand into the Canadian Pest Control industry over the past
five years. Much of this growth has ultimately been driven by a series of strategic
acquisitions. Prior to the beginning of the period, for example, throughout 2012 and
2013 Terminix acquired the Toronto-based Magical Pest Control and the
Vancouver-based Care Pest & Wildlife Control. Furthermore, in 2015, Terminix also
purchased Cabot Pest Control, a provider of pest and bird control services for
commercial, industrial, residential and agricultural markets in Newfoundland. In
September 2015, UK-based Rentokil Initial PLC acquired the Steritech Group, a
leading pest control business in North America with 16 locations in Canada.
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Major Companies
 

 

Major Players ORKIN CANADA

Market Share: 12.7%

Orkin Canada LLC (Orkin Canada) is the
largest and most well-known pest control
provider in Canada. Its parent company,
Rollins Inc. (Rollins), can trace its roots back
to 1948, when it originally operated as a radio
station, Rollins Broadcasting. It later
diversified its line by expanding into other
radio and TV stations, hazardous waste
disposal and pest elimination services.
Currently, Rollins is a leading consumer
services provider across Canada and beyond,
operating pest and termite control services across North, Central and South
America; the Middle East; Europe; Asia; and Africa. In 2019 (latest data available),
Rollins' total company revenue totalled $2.7 billion, with the company employing
14,952 individuals.

Orkin Canada's 29 locations employ an estimated 700 workers nationwide. The
company's range of service offerings include commercial and residential pest
control. Commercial customers, which include businesses in the hotel, retail,
transportation, food service and food manufacturing industries, account for an
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estimated 80.0% of company revenue. According to the company, more than 50,000
businesses rely on Orkin Canada's professional services, which include inspection,
ongoing monitoring and pest control maintenance solutions.

Orkin Canada's residential clients account for an estimated 20.0% of the company's
revenue. The company's residential services help homeowners guard against
various types of insects, including cockroaches, ants, spiders and wasps. The
company also provides bird and wildlife control services. Moreover, Orkin Canada
offers specialized services for bed bugs, which entail inspections and treatment of
harbourage sites and potentially infested areas.

Over the five years to 3030, the company has gradually expanded its geographic
reach through targeted acquisitions. For example, in 2015, Rollins purchased Critter
Control Inc., a US-based wildlife control company with operations in two Canadian
provinces. More recently, in March 2017, Orkin Canada announced the acquisition
of Reliable Pest Control, a Canadian-based pest control company with locations
across the greater Toronto area. Both newly acquired pest control companies have
been incorporated into the Orkin Canada brand.

Financial performance

Over the five years to 2020, IBISWorld projects Orkin Canada's revenue will rise at an
annualized rate of 8.8% to $210.0 million. Additionally, the company's status as a
major player in this industry will likely simultaneously protect Orkin Canada from
experiencing a significant decline in revenue as a result of the COVID-19
(coronavirus) pandemic, due to the company's economy of scale. Similarly, to this
end, IBISWorld anticipates Orkin Canada's operating profit, defined as earnings
before interest and taxes, will also increase, though at a more modest annualized
rate of 4.2% to $27.7 million in 2020 itself. Overall, the company has performed
strongly during the five-year period, increasing its market share organically and
through its various acquisitions. Additionally, Orkin Canada's overall client retention
rates have remained relatively stable over the past five years, as improvements in
the residential and commercial markets, coupled with an increase in bed bug
infestations, have driven demand for the company's services.

Orkin Canada LLC (industry-relevant operations) - financial performance*
Year Revenue Growth Operating profit Growth

($m) (% change) ($m) (% change)
2015 137.5 N/C 22.5 N/C
2016 151.1 9.8 25.0 11.1
2017 157.4 4.2 27.7 10.6
2018 165.3 5.0 28.2 1.8
2019 193.9 17.4 25.1 -10.9
2020 210.0 8.3 27.7 10.1

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)
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ABELL PEST CONTROL INC.

Market Share: 6%

Abell Pest Control Inc. (Abell) was founded in
1924 and originally operated as a
manufacturer of pesticides. The company
later diversified into providing industry-
relevant pest control services, and is, at the
time of this writing, the largest Canadian-
owned pest control company in the country.
Abell provides pest control services in Canada
as well as the Great Lakes region of the United
States, with its client base estimated at over
15,000 customers per year.

Abell provides residential control and extermination services for pests, including
spiders, pill bugs, silverfish, ants, centipedes, cockroaches, bees, earwigs, fleas,
wasps, bed bugs, mice, rats and common houseflies. The company also provides
similar pest control services for commercial businesses, such as food and
beverage processors, restaurants, hotels, retailers and healthcare facilities.

Over the five years to 2020, Abell has increasingly invested in new technology by
incorporating on-site instant reporting. The company currently offers an extensive
electronic management system, which enables clients to view pest treatments
through handheld devices and also provides custom maps of facilities that show
relevant pest control devices and sightings. It is one of the few companies that
enables clients to electronically view these pest treatments. In addition, the
company provides custom billing and invoicing solutions for its commercial clients.

Financial performance

Abell is a privately held company, and therefore does not disclose its official
financial information to the public. According to IBISWorld estimates, over the five
years to 2020, Abell's industry-relevant revenue will increase at an annualized rate
of 6.5% to $99.0 million. Similarly, IBISWorld estimates that the company's
operating profit, defined as earnings before interest and taxes, will also increase
during the period, though at a more marginal annualized rate of 0.9% over the five
years to 2020 to $13.4 million in 2020 itself. Though the company's revenue is
projected to be negatively affected by the coronavirus pandemic, Abell has
increasingly and successfully diversified its service offerings over the past five
years by expanding to food safety sciences and pest control consulting. These
value-added services have enabled the company to increase revenue from its
existing client base and provide an additional profitable revenue stream that may
serve to protect Abell during a period of reduced operating revenue. The company
has also significantly expanded its marketing efforts during the reporting period,
particularly gearing these efforts toward its residential client base. As a result, Abell
has experienced consistent revenue growth and currently has an estimated market
share of 6.0%.

Abell Pest Control Inc. (industry-relevant operations) - financial performance*
Year Revenue Growth Operating profit Growth

($m) (% change) ($m) (% change)
2015 72.2 N/C 12.8 N/C
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Abell Pest Control Inc. (industry-relevant operations) - financial performance*
Year Revenue Growth Operating profit Growth

($m) (% change) ($m) (% change)
2016 79.7 10.3 14.3 12.3
2017 76.9 -3.5 14.1 -1.9
2018 86.5 12.5 16.6 18.0
2019 100.6 16.2 18.1 8.9
2020 99.0 -1.5 13.4 -26.0

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

Other Players MAHEU&MAHEU INC.

Market Share: 2.0%

First established in 1933, Maheu&Maheu Inc. (Maheu&Maheu) is based in Quebec
City, QC, and is estimated to maintain a total of 105 employees across the four
provinces it operates in. Although Maheu&Maheu's offices are located in Canada,
the company also provides pest control services to the neighbouring US market
through its affiliation with the Food Protection Alliance.

Maheu&Maheu offers a range of pest control services geared to clients in the
agricultural, food management, industrial, commercial and residential sectors.
However, the company primarily services the commercial market. According to Pest
Control Technology magazine, an estimated 80.0% of the company's revenue is
derived from commercial clients. For example, Maheu&Maheu specializes in the
agricultural, agrifood and industrial sectors. Consequently, the company has
developed a unique pest management system for hog, poultry, cattle and other
livestock operations that help farmers eliminate potential diseases from rodents,
birds and insects. Currently, the company services over 2,000 farms in Quebec,
Ontario and New Brunswick. Maheu&Maheu's commercial and residential services
ultimately help downstream restaurant, retailer, home and property owners control,
treat and prevent insect and pest infestations. Although Maheu&Maheu is a private
company and therefore refrains from disclosing its financial information, IBISWorld
estimates company revenue will total $33.3 million in 2020.

RENTOKIL STERITECH

Market Share: 1.6%

Rentokil Steritech (Rentokil) is the North American subsidiary of Rentokil Initial, a
London-based business service company with over 30,000 employees and
operations in more than 70 countries. Rentokil's services are diverse, and include
(but are not limited to) heating, air conditioning, cleaning, courier services, interior
plant landscaping, garment and floor care rental and pest control, though only the
last activity is industry-relevant.

In September 2015, Rentokil announced its acquisition of the Steritech Group Inc., a
leading pest control business in North America whose commercial pest control
revenue is estimated at $100.0 million per year. Once the acquisition was
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completed, the combined company rebranded its North American pest control
operations as Rentokil Steritech. According to the company, Rentokil is one of the
foremost pest control companies in Canada, with 16 locations that are spread
across multiple provinces. Rentokil offers a full range of pest control services for
both commercial and residential customers, including treatments for bed bugs,
insect fumigation and bird control services. According to IBISWorld estimates,
Rentokil is expected to generate $26.5 million in industry-relevant revenue in 2020.
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Operating Conditions
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Capital Intensity The level of capital intensity is  Low

The Pest Control industry in Canada exhibits a
low degree of capital intensity. In 2020, for
every $1.00 spent on labour, industry
operators are projected to spend $0.09 on
capital investment. Over the five years to
2020, this ratio has increased marginally from
$0.07 in 2015, as technological change within
the industry has increased the amount of
capital available to industry operators faster
than wages have increased as a share of
industry revenue.

Capital investment in the Pest Control industry
mainly involves vehicles, spray equipment,
sound wave equipment, vacuum steam
cleaners, offices and storage space. However,
many industry operators choose to lease
vehicles and rent storage and office space to
reduce costs in the short run. Another strategy
larger operators pursue is investing in
research and development with the hope of
creating new product lines or systems that will
enable them to gain more market share or
potentially reduce costs in the long run.

This industry, similar to many other service-oriented industries, is labour-intensive in
nature. As a result, the number of industry employees has increased over the five
years to 2020, rising at an annualized rate of 3.1%. Operators require exterminators
with highly specialized knowledge and skills. Additionally, employees are needed
for administrative, management, sales and marketing positions.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

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.

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 High
Market
Concentration

Very 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.
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Level Factor Disruption Description

Low
Rate of
Innovation

Unlikely

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 Ease of Entry 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.

The rate of new patent technologies entering the industry is low, which limits the
potential for innovations. A low rate does not mean that innovations cannot occur,
just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests
that industry operators have exposure to potentially unforeseen areas of innovation.

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.

Overall, the Pest Control industry in Canada remains largely immune
to technological disruptions on the part of advances in competing
and adjacent industries.

This is primarily because the traps, sprays and other tools that are available for
purchase to consumers who are seeking to control small insects and other animal
infestations are only effective up to a point. Generally, the industry's services are
not only demanded when there is a serious pest issue, but also necessary when it
comes to finding a more permanent solution to a pest infestation. For example, it is
often extremely difficult for individuals to resolve bed bug infestations on their own,
with these problems requiring professional exterminators to successfully address
the issue. Pest control providers provide a very hands-on service that is virtually
impossible to mechanize or digitize, as exterminators are required to make on-site
visits and properly dispose of insects and animals themselves. This is projected to
remain unchanged over the five years to 2025 as insect infestations continue
posing anywhere from a slight nuisance to a major problem for households as well
as public institutions, among other downstream consumers.

The level of technology change is  Medium
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The Pest Control industry in Canada has experienced a moderate
degree of technological change overall over the five years to 2020.

Most of the industry's major companies have invested in new information
technology systems to improve costs for service callouts and chemical usage.
These systems provide clients with regular computer-generated reports on
inspections and on-site quotes. Employees are also able to easily access technical
information and fleet management systems. A major change that many companies
have begun implementing over the past five years is installing GPS units in
company vehicles to reduce fuel costs and thus improve profitability.

Moreover, according to a 2016 article from Pest Control Technology magazine,
advancements in technology have started to extend beyond efficiency
improvements. For example, forward-looking infrared (FLIR) cameras and other
advanced monitoring technologies are now used in conjunction with cloud-based
software to better target insects, rodents and other pests. These innovations have
the potential to improve the efficacy and success rate of pest control services.

Furthermore, new eco-friendly options are emerging for pest management amid
growing consumer preference for natural, organic, safe, eco-friendly or chemical-
free pest control. For example, some operators offer their clients pest management
treatment that includes insecticides made of essential plant oils or other non-
chemical alternatives. This segment has grown in popularity during the period
alongside rising eco-consciousness in Canada.

Revenue Volatility The level of volatility is  Medium

Note: Revenue growth and decline reflective of 5-year annualized trend. Y-axis is in
logarithmic scale. Y-axis crosses at long-run GDP. X-axis crosses at high volatility
threshold.

The Pest Control industry in Canada exhibits a moderate degree of
revenue volatility.
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Over the five years to 2020, revenue decreased as much as 3.8% in 2017 and
increased as much as 11.3% in 2019, with an average revenue fluctuation of 8.4%
year-over-year. Revenue volatility is effectively mitigated from reaching higher levels
by the strict federal and provincial regulations in place for food service
establishments, which supply steady commercial demand for pest extermination
services. However, while residential demand is more subject to substitution for
household products, pest control is typically a relatively necessary expense for
homeowners with a severe pest problem.

Regulation &
Policy

The level of regulation is  Medium and is Steady

There is a moderate degree of regulation present regarding the Pest
Control industry in Canada, as pesticides are regulated at both the
federal and the provincial levels.

The pesticides that are used in Canada are regulated under the Pest Control
Products Act, which is overseen by Environment and Climate Change Canada. This
act regulates the sale, use, transportation, storage and disposal of various
pesticides, which are categorized into eleven different classes. Each pesticide's
particular class then determines where it can be sold in addition to permit
restrictions for application purposes. Health Canada's Pest Management
Regulatory Agency (PMRA) is also partially responsible for administering the Pest
Control Products Act. Furthermore, there are licensing requirements in place when
it comes to applying these chemicals. Employees must receive an Exterminator
licence. Companies that employ exterminators must also have an Operator General
Licence.

COVID-19

Since the Pest Control industry has been designated by the
Canadian government as providing an essential service, industry
operations have been permitted to continue despite the ongoing
COVID-19 (coronavirus) outbreak, helping to mitigate revenue
losses compared with many other industries.

However, operators must follow the proper social distancing and public health
guidelines that are in place, including maintaining a six-foot distance and wearing
the proper amount of personal protective equipment (PPE) when visiting
downstream clients' locations.

Industry
Assistance

The level of industry assistance is  Low and is Steady
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The Pest Control industry in Canada experiences a low degree of
industry assistance, as there is no government assistance given to
operators in the form of subsidies or otherwise.

However, industry operators are represented by the Canadian Pest Management
Association (CPMA). The CPMA, which has over 400 members, provides operators
with networking opportunities and also provides training for its registered
members. Furthermore, the CPMA acts to represent its members when it comes to
new legislation changes. Members of provincial associations, such as the Pest
Management Association of Alberta, the Atlantic Pest Management Association
and the Association of Pest Management Professionals of Ontario, are
automatically included as members in both the CPMA and the National Pest
Management Association.

COVID-19

As a direct result of the COVID-19 (coronavirus) pandemic, the
Canadian federal government passed its Economic Response Plan
to COVID-19 in March 2020, creating several financial support
programs through which individuals, households and businesses
negatively affected by the coronavirus are able to apply for aid.

Though some of these programs have ended, industry operators can still apply for
the Canada Emergency Wage Subsidy (CEWS), which covers a portion of an
employee's wages for eligible businesses with the aim of assisting businesses with
rehiring employees and avoiding layoffs during a period of reduced operating
revenue. Additionally, industry operators may continue applying for the Canada
Emergency Business Account (CEBA)'s interest-free loans. These loans provide
interest-free loans of up to $40,000 for small businesses as well as nonprofits to
assist in covering operating costs. With nearly half (49.9%) of industry operators
comprising sole proprietorships, otherwise known as nonemployers, and with 79.8%
of industry operators employing under 10 individuals industry-wide, the Pest Control
industry's fragmented landscape provides another option for industry operators to
receive assistance from the Canadian government during a sustained period of
national crisis.
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Key Statistics
Industry Data

Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic
Demand

Corporate
profit

($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) ($b)
2011 1,187 650 824 761 10,856 N/A N/A 427 N/A 28,391
2012 1,205 653 827 764 11,191 N/A N/A 435 N/A 28,883
2013 1,193 651 883 816 11,213 N/A N/A 434 N/A 29,369
2014 1,212 670 900 829 11,494 N/A N/A 438 N/A 29,466
2015 1,339 756 953 877 12,085 N/A N/A 479 N/A 30,804
2016 1,414 802 1,005 924 12,328 N/A N/A 496 N/A 30,333
2017 1,361 778 1,100 1,014 12,656 N/A N/A 492 N/A 30,713
2018 1,505 865 1,217 1,120 13,422 N/A N/A 537 N/A 30,873
2019 1,675 937 1,271 1,168 13,986 N/A N/A 594 N/A 31,217
2020 1,651 865 1,312 1,210 14,044 N/A N/A 594 N/A 33,528
2021 1,669 956 1,364 1,260 14,341 N/A N/A 606 N/A 31,957
2022 1,690 972 1,421 1,315 14,664 N/A N/A 618 N/A 32,422
2023 1,704 983 1,476 1,369 14,931 N/A N/A 628 N/A 32,586
2024 1,716 992 1,531 1,422 15,186 N/A N/A 638 N/A 32,684
2025 1,726 1,000 1,579 1,470 15,418 N/A N/A 646 N/A 32,767

Annual Change
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Corporate

profit
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)

2011 8.38 5.93 2 2 4 N/A N/A 7.53 N/A -0.58
2012 1.50 0.39 0 0 3 N/A N/A 1.92 N/A 1.73
2013 -1.02 -0.27 7 7 0 N/A N/A -0.35 N/A 1.68
2014 1.63 2.93 2 2 3 N/A N/A 0.99 N/A 0.33
2015 10.5 12.8 6 6 5 N/A N/A 9.43 N/A 4.54
2016 5.61 6.05 5 5 2 N/A N/A 3.48 N/A -1.53
2017 -3.78 -2.98 9 10 3 N/A N/A -0.85 N/A 1.25
2018 10.6 11.1 11 11 6 N/A N/A 9.27 N/A 0.52
2019 11.3 8.37 4 4 4 N/A N/A 10.6 N/A 1.11
2020 -1.47 -7.74 3 4 0 N/A N/A 0.03 N/A 7.40
2021 1.10 10.6 4 4 2 N/A N/A 1.91 N/A -4.69
2022 1.28 1.62 4 4 2 N/A N/A 2.06 N/A 1.45
2023 0.80 1.14 4 4 2 N/A N/A 1.61 N/A 0.50
2024 0.68 0.94 4 4 2 N/A N/A 1.49 N/A 0.29
2025 0.61 0.83 3 3 2 N/A N/A 1.34 N/A 0.25

Key Ratios
Year IVA/Revenue Imports/Demand Exports/Revenue Revenue per

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2011 54.8 N/A N/A 109 36.0 13.2 39,315
2012 54.2 N/A N/A 108 36.1 13.5 38,871
2013 54.6 N/A N/A 106 36.3 12.7 38,660
2014 55.3 N/A N/A 105 36.1 12.8 38,089
2015 56.5 N/A N/A 111 35.8 12.7 39,644
2016 56.7 N/A N/A 115 35.1 12.3 40,217
2017 57.2 N/A N/A 108 36.1 11.5 38,843
2018 57.5 N/A N/A 112 35.7 11.0 40,024
2019 56.0 N/A N/A 120 35.5 11.0 42,471
2020 52.4 N/A N/A 118 36.0 10.7 42,310
2021 57.3 N/A N/A 116 36.3 10.5 42,229
2022 57.5 N/A N/A 115 36.6 10.3 42,151
2023 57.7 N/A N/A 114 36.9 10.1 42,067
2024 57.8 N/A N/A 113 37.2 9.92 41,979
2025 58.0 N/A N/A 112 37.4 9.76 41,906

Pest Control in Canada 56171CA December 2020

44 IBISWorld.com



Additional Resources
Additional
Resources

Canadian Pest Management Association
http://www.pestworldcanada.net

National Pest Management Association
http://www.pestworld.org

Pest Control Technology
http://www.pctonline.com

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

Industry Jargon BED BUG
A wingless insect that infests residential homes, particularly within beds.

FUMIGATION
Application of gaseous pesticides to remove pests from a home or commercial property.

PRETREATMENT
The use of chemicals applied to the soil to block access to a structure by subterranean

termites.

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

Disclaimer

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

Copyright 2021 IBISWorld Inc.

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