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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 Hospitals industry in Canada is expected to increase in 2021 as vaccinations are now being
distributed, which means that elective surgeries can now be resumed. There currently exists a large backlog of
these surgeries as many were delayed in 2020. For more detail, please see the Current Performance chapter.

· However, the speed at which elective surgeries are resumed in 2021 is likely to be primarily driven by the swiftness
of the vaccine rollout in Canada and the effectiveness of approved vaccines against newly emerging coronavirus
variants.

· In normal times, health expenditure was already higher for older age groups. However, while people of all ages
have been hospitalized as a result of coronavirus, it is more common within older age groups. For more detail,
please see the Major Markets chapter.

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

nonsurgical diagnostic and medical treatment to inpatients with medical conditions. Hospitals in this industry
maintain beds and usually provide other medical treatment such as outpatient services and pharmacy services.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Intensive care

Rehabilitation care

Laboratory services

Surgical procedures

Imaging services

The major products and services in this industry are:

Long-term care

Mental health and addiction

Rehabilitation

Intensive care

Obstetrics

Pediatrics

Other acute care
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Supply Chain

SIMILAR INDUSTRIES

Primary Care Doctors in Canada Specialist Doctors in Canada Alternative Healthcare Providers
in Canada

Emergency & Other Outpatient
Care Centres in Canada

Ambulance Services in Canada Specialty Hospitals in Canada    

   

       

       

RELATED INTERNATIONAL INDUSTRIES

General Hospitals in China Hospitals in the UK Hospitals in New Zealand General Hospitals in Australia
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Industry at a Glance
Key Statistics

$69.7bn
Revenue

Annual Growth

2016–2021

-0.2%

Annual Growth

2021–2026

2.1%

Annual Growth

2016–2026

 

$-418.3m
Profit

Annual Growth

2016–2021

-166.2%

  Annual Growth

2016–2021

 

-0.6%
Profit Margin

Annual Growth

2016–2021

-5.3pp

  Annual Growth

2016–2021

 

598
Businesses

Annual Growth

2016–2021

-5.9%

Annual Growth

2021–2026

-4.3%

Annual Growth

2016–2026

 

651k
Employment

Annual Growth

2016–2021

0.5%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

$41.4bn
Wages

Annual Growth

2016–2021

1.5%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.0%
Total health expenditure

1.8pp
Adult obesity rate

1.2%
Population

3.7%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Industry Assistance

High / Steady

  Concentration
Low   Barriers to Entry

High / Steady

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium   Competition

Medium / Steady

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Steady

 

Key Trends

 Advances in healthcare have helped extend life expectancy

 The majority of government funding is distributed to
provincial health ministries

 Despite enterprise decline over the past five years, industry
wages have increased steadily

 Industry employment is expected to continue to rise to meet
growing demand for senior care

 Alternative medicine is expected to be a source of
competition for the industry

 Operators are expected to increasingly seek out technology
that boosts their operational efficiency

 While operators initially benefited from increased federal
funding, the COVID-19 pandemic put severe financial strain
on hospitals
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High & Steady Level of Assistance

  Low Imports

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Performance Drivers

  Adult obesity rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Total health expenditure
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Executive Summary Staying alive: As elective surgeries are expected to resume, the industry
will likely benefit

The Hospitals industry in Canada, which includes medical and surgical hospitals, has exhibited stable growth
between 2016 and 2019. Canada's healthcare system is predominately public, with 70.4% of funding coming from
the public sector and the remainder from the private sector, according to the “National Health Expenditure Trends
2020” report by the Canadian Institute for Health Information (CIHI). Therefore, the industry is heavily dependent on
both federal and provincial funding, which is mostly allocated via global budgets systems, where a fixed payment
amount is allocated to a provider to cover operating expenses for a period of time.

While industry operators initially benefited from increased federal funding, the COVID-19 (coronavirus) pandemic put
severe financial strain on hospitals in 2020 and early 2021. This is mainly a result of operating expenses increasing
as the pandemic led to increased need for personal protective equipment, ventilators and staff, depending on the
hospital. Furthermore, revenue generated by the hospital, such as parking revenue, preferred accommodations,
self-paid procedures and more, all significantly declined over 2020 and early 2021 as elective surgeries were
delayed. Thus, industry profit, measured as earnings before interest and taxes, is anticipated to be stand at a loss of
0.6% in 2021, falling from 4.7% in 2016. In addition, industry revenue is projected to decrease an annualized 0.2%
to $69.7 billion over the five years to 2021. This includes a growth of 2.4% in 2021 specifically as elective
procedures are expected to resume as a result of vaccinations now being distributed to the Canadian population.

According to the 2020 CIHI report, hospitals account for an estimated 26.4% of total healthcare spending. Under
provincial legislation, the vast majority of hospitals operate on a nonprofit basis, as public sector funding accounts
for an estimated 90.5% of total hospital funding, compared with private sector funding, which comprises just 9.5% of
total hospital revenue. Therefore, overall profit for the industry is relatively low.

Over the five years to 2026, industry revenue is forecast to grow an annualized 2.1% to $77.3 billion as elective
surgeries are expected to resume, to the benefit of the industry. Provinces and territories will likely adopt new
funding models to constrain healthcare costs brought about by an aging population. For example, some provinces
may use quality-based procedure funding, which funds hospitals based on the type and volume of services
administered, rather than just inflation and historical spending levels. Still, according to the Government of Canada,
most hospitals are operated by community boards of trustees, voluntary organizations or municipalities,
demonstrating limited opportunities for industry operators to generate revenue. Lastly, efforts to further digitize
hospital operations is expected.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure measures annual public and private spending for healthcare goods and services in
Canada. The Canadian government contributes 70.4% of this expenditure, according to a 2020 Canadian Institute
for Health Information report, and all of its spending is dedicated to medically necessary procedures, including the
vast majority of industry-provided hospital services. Thus, the level of total health expenditure will largely correlate to
demand for industry services. Total health expenditure is expected to rise in 2021, representing a potential
opportunity for the industry.

 

Number of adults aged 65 and older

Per capita spending on healthcare, including hospital services, tends to increase with age due to the incidence of
age-related medical conditions. The CIHI estimates that people over the age of 80 spend nearly three times as
much per capita on healthcare compared with people between the ages of 65 and 69. Therefore, an increase in the
elderly population will likely increase demand for industry services. The number of adults aged 65 and older is
expected to rise in 2021.

 

Adult obesity rate

Obesity is tied to many acute and chronic healthcare conditions that necessitate hospital care. An increase in the
obesity rate of the adult population in Canada is likely to cause greater incidence of these conditions (e.g. diabetes
and heart failure), therefore increasing demand for hospital services. The obesity rate is expected to rise in 2021,
but public awareness about healthiness has slowed this growth rate in recent years, thus posing a potential threat to
the industry.

 

Population

The Canadian population has experienced steady growth and as the population increases, hospitals need to
increase the number of hospital beds per capita to operate at an optimal capacity. Many hospitals are already at
high levels of capacity and have thus invested in expanding their facilities, which means they can house more
patients and receive more funding. In 2021, the Canadian population is expected to increase.
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Current
Performance

Between 2016 and 2019, the Hospitals industry in Canada, which includes
medical and surgical hospitals, benefited from a strong domestic
economy and increased healthcare expenditure.

According to the “National Health Expenditure Trends, 1975 to 2019” report by the Canadian Institute for Health
Information (CIHI), there has been a positive relationship between economic growth and healthcare spending growth
in Canada since the mid-1970s. Therefore, as economic growth, and thus income, increased during the period, so
did expenditure on healthcare. However, population growth and a burgeoning elderly population resulted in long
hospital wait times and constrained budgets, constraining additional growth in industry revenue.

While growth occurred in the beginning of the period, in 2020, it is estimated that the COVID-19 (coronavirus)
pandemic led to a decline in revenue. The rapid spread of coronavirus forced hospitals to delay elective surgeries,
reduce visitors to hospitals and negatively affected other secondary sources of revenue, which ultimately pushed
down revenue. For example, according to the Canadian Institute for Health Information's Discharge Abstract
Database, while the pandemic led to a surge in non-surgical emergency admissions between March to June 2020,
overall surgery numbers fell 47.0% compared with 2019. The government did provide funding of $500.0 million to
provinces through the Canada Health transfer for critical healthcare system needs and some of this has gone to
hospitals, which is expected to cover some of the increases in operating expenses. Thus, over the five years to
2021, industry revenue is expected to decline at an annualized rate of 0.2% to $69.7 billion. However, under the
assumption that widespread vaccination of the Canadian population will lead to significantly less coronavirus-related
hospitalizations in 2021, hospitals that were operating at substantially less than 100.0% capacity during the outbreak
will likely experience increased capacity later in the year as they resume conducting elective procedures. As a
result, industry revenue is expected to increase 2.4% in 2021, with key factors being how fast the Canadian
population can reach herd immunity and whether coronavirus variants emerge that the current vaccines are not
effective against. Meanwhile, industry profit, measured as earnings before interest and taxes, is expected to account
for -0.6% of revenue in 2021, down from 4.7% in 2016 as coronavirus-related expenses in 2020 and 2021 have
significantly increased overall operating expenses, while industry revenue is not expected to grow at the same rate
in 2021.

DEMOGRAPHIC DRIVERS

Advances in healthcare have helped extend life expectancy.

According to 2019 Statistics Canada article, “Changes in life expectancy by selected causes of death 2017”, life
expectancy in Canada is 79.9 years for men and 84.0 years for women, which is among the highest in the world.
However, a longer life is generally accompanied by increased healthcare expenditure. As the median age of the
Canadian population has increased, so has total healthcare expenditure, which is expected to rise at an annualized
rate of 1.0% over the past five years. According to a 2020 CIHI report, hospital spending was forecast to be the
largest category of healthcare expenditure in Canada at 26.4% in 2019 (latest data available), followed by
pharmaceuticals and physicians. Healthcare spending is expected to account for 11.5% of Canada's gross domestic



Hospitals in Canada April 2021

12 IBISWorld.com

product in 2019 (latest data available), which is one of the highest percentages in the developed world. This
equates to $7,064 per Canadian at current prices, according to the CIHI. However, provincial per capita health
expenditure on hospitals varies significantly, ranging from $6,583 in British Columbia to $19,367 in Nunavut.

SHIFTING MODELS OF CARE

The majority of government funding is distributed to provincial health
ministries, which provide public coverage for all medically necessary
procedures for the citizens of a particular province.

While provinces are ultimately able to determine how this money is spent and distributed, the national government
retains significant leverage over healthcare spending through a series of formal federal policies, such as the Canada
Health Act, which dictate standards that provinces must meet to qualify for federal funding. Overall, according to
CIHI, public sector funding accounts for an estimated 90.5% of total hospital funding in 2019 (latest data available),
compared with private sector funding, which comprises just 9.5% of total hospital revenue.

Since healthcare comprises a significant portion of national and provincial budgets, hospitals are under constant
pressure to minimize costs. To this end, hospitals have increasingly focused on ambulatory, or outpatient care
models, which limit pricey inpatient admissions. However, some of these savings have been offset by the rising cost
of the shrinking inpatient sector. As fewer patients are admitted to hospitals, those admitted are more likely to have
acute conditions requiring expensive medical care. At the same time, healthcare costs as a whole have increased
over the past five years, limiting the operating efficiencies gained from the shift away from inpatient care. The shift
away from inpatient services has contributed to some industry gains. Since the majority of Canadian hospitals
operate on a not-for-profit basis, profit usually comes from operating surpluses, which can be used for future hospital
upgrades or emergency needs. Lastly, hospitals in Ontario have started to integrate quality-based procedures
(QBP), which involves clusters of patients with clinically related diagnoses or treatments. This enables hospitals to
standardize care for procedures and enable for better budgeting based on the populations needs, compared with
lump sum funding, which is currently the way that Canadian hospitals receive and use their funding. Through QBP,
this encourages provider adoption of best practices through linking funding to activity and patient outcomes.

INDUSTRY LANDSCAPE

As industry operators strived for increased efficiency, cost control and
sustainability over the past five years, an increasingly popular strategy to
fulfill these goals was hospital merger and acquisition activity.

For example, Hotel Dieu Hospital and Kingston General Hospital merged in 2017 to create Kingston Health
Sciences Centre, now the largest hospital in southeastern Ontario. Accordingly, the number of industry enterprises
has decreased at an annualized rate of 5.9% to 598 companies over the five years to 2021.

Despite enterprise decline over the past five years, total industry wages have increased steadily. Hospitals have
relatively high labour costs because unlike physicians' offices or outpatient clinics, they cannot operate with just a
few skilled technicians and medical professionals. Instead, hospitals must hire a significant amount of support staff,
including administrators and orderlies, to support their diverse slate of offerings (e.g. emergency rooms, intensive
care, surgery and inpatient nursing). According to the “Health at a Glance 2019: OECD Indicators” report, Canada
has a low physician-to-population ratio, compared with the OECD average. However, this has started to shift
recently. Thus, industry wages have increased at an annualized rate of 1.5% over the five years to 2021, totalling
$41.4 billion.
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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)

Total health
expenditure

($b)
2012 67,278 40,497 1,225 761 595,864 N/A N/A 34,959 N/A 162
2013 67,743 41,888 1,411 853 602,526 N/A N/A 36,099 N/A 159
2014 67,643 41,574 1,461 874 611,935 N/A N/A 36,601 N/A 158
2015 69,802 43,043 1,458 829 619,828 N/A N/A 38,136 N/A 164
2016 70,249 43,675 1,510 812 636,013 N/A N/A 38,554 N/A 168
2017 70,601 44,535 1,492 772 643,016 N/A N/A 39,179 N/A 166
2018 71,881 45,215 1,314 654 642,171 N/A N/A 39,174 N/A 168
2019 72,620 45,752 1,302 627 644,045 N/A N/A 40,151 N/A 169
2020 68,057 40,605 1,269 601 641,767 N/A N/A 40,757 N/A 161
2021 69,720 42,143 1,259 598 651,335 N/A N/A 41,442 N/A 160
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Industry Outlook
Outlook The pre-COVID-19 (coronavirus) trends that shaped the Hospitals industry

in Canada over the five years to 2021 are expected to continue to drive
industry growth over the five years to 2026 once the pandemic ends.

Nonprofit hospitals will likely continue dominating the industry, with the majority of these operating at a minimal
surplus. According to the Government of Canada, most of these hospitals are operated by community boards of
trustees, voluntary organizations or municipalities, demonstrating limited profitability for many industry operators.
Industry profit is expected to improve over the next five years as hospital operations normalize once the pandemic
ends, thus enabling hospitals to resume elective surgeries and earn revenue from their supplementary sources of
income to cover any deficits. Furthermore, the burgeoning elderly population is anticipated to drive demand for
medical care. Due to the industry's reliance on provincial and territorial funding, potential changes to healthcare
funding from the public sector could threaten industry revenue. The pandemic may force the government to review
and increase funding for the healthcare system and hospitals in particular, given that the pandemic highlighted areas
of improvement and needed investment for the Canadian hospital system. However, the federal government may
also be hesitant to drastically increase funding, as the extensive financial stimulus provided by the government
during the pandemic needs to eventually be accounted for via higher taxes, which is usually unpopular, or funding
cuts. As a result of these factors and potential developments, industry revenue is forecast to rise at an annualized
rate of 2.1% to $77.3 billion over the five years to 2026.

AGING POPULATION

According to 2019 data from Statistics Canada, life expectancy in Canada
is 79.9 years for men and 84.0 years for women, which is among the
highest in the world.

Furthermore, the number of adults in Canada aged 65 and older is estimated to increase at an annualized rate of
3.5% over the five years to 2026. In contrast, the percentage of the population under 14 years of age is decreasing.
The double population shift is having a significant influence on all aspects of the healthcare industry. For example, a
2015 report from the Conference Board of Canada (CBC) estimates that 2.4 million Canadians over the age of 65
will require continuing paid and unpaid care support by 2026. By 2046, that number is expected to reach nearly 3.3
million. In response to an aging population, healthcare authorities will likely invest an increasing share of revenue in
outpatient programs such as home care and community-based services for seniors, which will decrease funding to
hospitals on a percentage basis. As a result, the industry is expected to continue to downscale, so the number of
enterprises is expected to decline an annualized 4.3% to 479 companies over the five years to 2026.

Industry employment is expected to continue to rise over the five years to 2026 to meet growing demand for senior
care. A 2017 report by the CBC found overall demand for nurses to provide continuing care to seniors in home,
community and facility living settings is projected to increase from just under 64,000 full-time jobs to 142,000 full-
time jobs by 2035. In addition to an increasing senior population, as more Canadians retire, fewer young
professionals will likely emerge to fill the gaps, which may result in a lack of available workers and slow down
employment growth. Thus, the number of industry employees is anticipated to increase at an annualized rate of
1.1% to 687,044 workers over the next five years.

COMPETITION KEEPS UP
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While steady demand drives industry growth, it is also expected to drive
competition for the domestic Hospitals industry.

Demand for community health centres will likely grow alongside traditional industry hospitals over the next five
years, driven by full public healthcare coverage for treatment at these facilities. As these competitor industries grow,
the domestic Hospitals industry will have to draw the most highly skilled medical professionals to attract patients. To
secure these highly demanded professionals, the industry is expected to increase its spending on wages, with
wages rising at an annualized rate of 1.3% to total $44.2 billion over the five years to 2026.

Another source of competition for the industry over the next five years is alternative medicine. According to research
from a Fraser Institute report published in 2017, the popularity of alternative care is growing significantly in Canada,
with more than 56.0% of Canadians reporting that they had, at some point, pursued alternative therapies such as
yoga, massage or chiropractic services, and this has been a long-term trend. Although some hospitals in Canada
offer some form of alternative care, hospitals in Canada are skeptical about alternative treatments, particularly
compared with their US counterparts, 42.0% of which offer some type of alternative treatment. The growing
popularity of these services will likely encourage some patients to seek care outside of the industry altogether,
particularly because, as noted by the Canadian Medical Association Journal, Canadian hospitals largely lack the
financial market incentive to respond to growing patient interest in alternative therapies.

TECHNOLOGICAL ADVANCEMENTS

Operators are expected to increasingly seek out technology that boosts
their operational efficiency over the five years to 2026.

Advancing electronic health records will likely continue to be a focus of attention in Canada. Electronic health
technologies, such as record systems and telehealth, are significant drivers of innovation, sustainability and
efficiency by improving access to services, care quality, safety and productivity. While these systems have already
begun increasing efficiency in Canadian hospitals, through the efforts of Canada Health Infoway, they have also
created opportunities for hackers because they have the potential for remote access, contain private information
about patients and are necessary to hospital operations. As a result, hospitals are likely to invest heavily in IT
security software and cybersecurity infrastructure during the outlook period.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

 ($b)
2021 69,720 42,143 1,259 598 651,335 N/A N/A 41,442 N/A 160
2022 71,350 45,432 1,242 575 659,881 N/A N/A 42,071 N/A 163
2023 72,871 47,129 1,223 551 667,505 N/A N/A 42,639 N/A 166
2024 74,353 47,695 1,196 524 673,664 N/A N/A 43,127 N/A 168
2025 75,838 48,283 1,169 498 679,518 N/A N/A 43,599 N/A 170
2026 77,307 48,953 1,156 479 687,044 N/A N/A 44,155 N/A 172
2027 78,741 49,596 1,143 463 694,430 N/A N/A 44,698 N/A 174
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s services are wholeheartedly accepted

The industry's service offerings are not expected to change significantly

The industry is growing roughly in line with the Canadian economy

The Hospitals industry in Canada is in the mature stage of its life cycle. The majority of industry facilities operate on
a not-for-profit basis and establish their annual budgets in conjunction with provincial funding authorities. As a result,
there is no significant room for growth in terms of the industry's major contributions to the greater economy, such as
profit or wages. Industry value added (IVA), which measures an industry's contribution to the overall economy, is
expected to increase at an annualized rate of 1.1% over the 10 years to 2026, while Canadian GDP is expected to
increase an annualized 1.7% during the same period. The slightly lower IVA in relation to Canadian GDP provides
evidence for a mature industry in this case.

Indicative of a mature industry, the industry's service offerings are wholeheartedly accepted. However, technological
advancements offer a potential source of industry growth. For instance, telemedicine may give more patients access
to hospital services. Telemedicine, however, is not expected to have a significant effect on industry operations over
the 10 years to 2026 as procedures need to be conducted in-person. Similarly, the booming demand among
Canadian consumers for alternative therapies such as chiropractic care, yoga and massage could represent a
significant growth opportunity for hospitals. Hospitals in the United States have increasingly offered these services to
patients in response to market demand, and have experienced a rise in their annual revenue accordingly. However,
public funding of the Canadian healthcare system offers no real financial incentive to appeal to this potentially
untapped market, and the industry's service offerings are consequently not expected to change significantly during
the 10-year period.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Public Administration in Canada

2nd Tier

Health & Medical Insurance in Canada

Key Selling Industries
1st Tier

Janitorial Services in Canada

Medical Supplies Wholesaling in Canada

Medical Device Manufacturing in Canada

Industrial Laundry & Linen Supply in Canada

2nd Tier

Medical Instrument & Supply Manufacturing in Canada

Brand-Name Pharmaceutical Manufacturing in Canada

Generic Pharmaceutical Manufacturing in Canada

Products & Services

  Operators in the Hospitals industry in Canada are often categorized based
on the services they provide.

The majority of industry operators are generalist hospitals providing a wide array of services. While nearly all
hospitals are publicly funded, the nature of the services they provide may vary. Industry operators are also often part
of a healthcare network, which often focuses its efforts by geographic region. The following is a breakdown of
hospital bed space designations in Canada.

LONG-TERM CARE

Long-term care bed space is expected to account for 12.9% of all hospital
bed space in 2021.

Long-term care services consist of hospital-level care for extended periods of time for various ailments, with length
of stays averaging over three weeks. Long-term care bed space is generally designated for patients with non-life-
threatening illnesses treatable with extended supervision.

MENTAL HEALTH AND ADDICTION

The second-most common bed space designation is for mental health and
substance abuse treatment, accounting for an estimated 13.7% in 2021.

Patients are either hospitalized to be diagnosed or to be monitored when they are suffering from acute episodes of
their disorder. Conditions treated include depression, anxiety and personality disorders and severe drug withdrawal
symptoms. Mental health and substance abuse disorders are grouped together because their causes and symptoms
are frequently linked together. For example, drug abuse can lead to symptoms of a mental health disorder.
Conversely, a mental health disorder can result in the abuse of drugs in an attempt to self-medicate.
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Industry treatment almost solely entails the provision of medication to alleviate and manage symptoms of acute
episodes. If treatment is ineffective, the patient may be transferred to an inpatient mental health and substance
abuse centre (IBISWorld report 62322CA) where more comprehensive treatment can be provided. Conversely,
effective treatment often results in the patient being discharged after a period of episode-free monitoring. In addition,
the patient may be referred to an outpatient mental health and substance abuse clinic (62142CA) to further facilitate
wellness and symptom management.

OTHER ACUTE CARE

According to the Canadian Institute for Health Information, bed space for
other acute care includes services provided within medical nursing
function centres, surgical nursing functional centres and combined
medical and surgical nursing function centres.

This segment is expected to account for 56.2% of total hospital bed space in 2021.

INTENSIVE CARE, OBSTETRICS, PEDIATRICS AND REHABILITATION

The remaining bed spaces includes a variety of miscellaneous treatment
designations such as intensive care (4.9%), obstetrics (4.8%), pediatrics
(1.9%) and rehabilitation (5.6%).

Rehabilitation services are sometimes needed for patients with neurological and orthopaedic ailments, patients that
have completed major musculoskeletal surgeries or patients that have other acute medical conditions. Common
examples are patients with partially or fully depleted motor skills, patients that have suffered a stroke or patients that
had a brain injury. Treatment involves helping patients regain some of their lost capabilities, restoring some or all
their independence and maximizing their quality of life.

Demand
Determinants

Demand for the Hospitals industry in Canada is primarily affected by the
general health of the population, demographic trends and healthcare
technologies.

Initiatives aimed at raising the overall level of public health can increase demand for hospitals by promoting healthy
lifestyles, and in turn, contribute to awareness of medical conditions that may require hospital care. Population
demographics can also influence demand for hospital services, particularly because infants, pregnant women and
older adults tend to be major users of hospital services.

The development of new medical technologies can increase the range of treatments available in hospitals, thereby
further increasing demand for the industry. However, new technologies can also reduce the average hospital stay
length, which diminishes demand. New technologies enable patient treatment on an outpatient basis (e.g. day
surgery), which is usually less expensive than inpatient care, leading demand to shift to ambulatory or outpatient
care wherever possible.

Several other factors strengthen demand for hospital services, including the range of services provided and the
extent to which hospital procedures are conducted in general medical and surgical hospitals relative to specialist
hospitals. Additional services within hospitals can include radiology, pharmacy, physiotherapy and laboratory
procedures. Ancillary services and therapy programs ordered by physicians and provided to patients also affect
hospital revenue.

Lastly, unexpected shocks to public health can have a significant effect on demand. The COVID-19 (coronavirus)
pandemic has made hospitals adjust their service offerings. Canadian hospitals have postponed elective surgeries,
such as cataract surgery and cosmetic surgeries, to free up space for a potential surge. However, as hospitals have
not reached capacity for coronavirus cases, this is expected to have offsetting results in demand for hospital
services. Also, the fear of contracting the coronavirus may dissuade people with ailments from visiting hospitals,
unless absolutely necessary, which reduces demand.
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Major Markets

  Markets for the Hospitals industry in Canada are the patients that require
treatment for ailments.

  The distribution of revenue sourced from patients is skewed toward the older population, with a significant amount
also sourced from obstetrics. As individuals age, they tend to encounter more medical issues that require serious
attention. In addition, females, in general, make up a larger market for most age groups. For example, in the
category of individuals aged between 20 and 44, the percentage of females requiring industry services is
significantly higher than that of males. The same is true for females aged 70 and older. Lastly, these figures may
fluctuate in 2020 and 2021 with the outbreak of COVID-19 (coronavirus). While people of all ages have been
admitted to hospitals for treatment, on average, the majority of the hospitalizations have come from older patients.

CONSUMERS 19 YEARS OLD AND YOUNGER

Industry revenue for the age group of consumers 19 years old and
younger is primarily driven by children being born and any health
expenditure related to that.

After the age of 1, expenditure declines before steadily rising again as the population reaches the age of 19. This
age segment is expected to make up 11.1% of industry revenue in 2021, but comprises an estimated 21.4% of the
population.

CONSUMERS BETWEEN 20 AND 44 YEARS OLD

Industry revenue for the age group of consumers between 20 and 44 years
old continues to increase as the age increases in this category.

People in this category are more likely to be relatively healthier than older populations and thus require less
expensive health services on average. This age group is expected to represent 19.2% of industry revenue in 2021,
but comprises an estimated 33.9% of the population.

CONSUMERS BETWEEN 45 AND 69 YEARS OLD

Consumers between 45 and 69 years old are expected to account for
33.4% of industry revenue in 2021 and comprise an estimated 32.4% of the
population.

The rate of health expenditure does not increase linearly, as older populations start to experience geriatric
symptoms, which increases the likelihood of hospital visits and spending. This starts to become apparent in the
older half of this age group as expenditure more than doubles in people between 45 and 49 years old versus people
between 65 and 69 years old, even as this age group has an estimated 223,000 less people.

CONSUMERS OVER 70 YEARS OLD

The largest market for industry operators is consumers over the age of 70.
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This age group is expected to account for 36.3% of industry revenue in 2021, while comprising an estimated 12.3%
of the population. With improvement in healthcare delivery services, life expectancy has increased, and thus, so has
the percentage of the elderly population. Various chronic diseases and physical disabilities are more common
among this population, which is expected to increasingly comprise a greater share of industry revenue over the five
years to 2026.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

There is no formal international trade in the Hospitals industry in Canada. However, some Canadian citizens may
travel to foreign countries such as the United States for faster treatment or better access to specialists or elective
treatment. Similarly, citizens of other countries may, in some cases, travel to Canada for medical treatment.
However, no formal statistics are collected regarding these patterns.

Business
Locations

  While establishments in the Hospitals industry in Canada tend to be located close to major population centres to best serve the
largest possible number of patients, the industry is more geographically spread out than other industries in Canada, since even
remote regions of the country need hospitals.

The country's most populated provinces still maintain the highest shares of industry establishments. Ontario, which is home to
38.8% of the country's population, is expected to account for 29.3% of the country's hospitals in 2021, while Quebec and British
Columbia, the second- and third-most populous provinces, are home to an estimated 17.7% and 11.0% of industry
establishments, respectively. Alberta has also experienced growth in industry establishments, now accounting for 13.9% of
establishments in 2021, up from 11.2% in 2016. In addition to serving a large portion of the nation's population, hospitals tend to
be located in the urban centres of these provinces due to the prevalence of trained medical professionals in these regions. Large,
respected research universities such as the University of British Columbia and the University of Toronto often host teaching
hospitals with hundreds of beds.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Despite consolidation in recent years, the Hospitals industry in Canada remains fragmented and is thus
characterized by a low level of market share concentration. The four largest hospital systems are expected to
account for under 10.0% of total revenue in 2021, as smaller, local hospitals still largely characterize the industry.
However, the largest hospital systems benefit from their scale by minimizing redundancies and entering into group
supply purchasing contracts to keep costs low. According to 2020 data from Statistics Canada, micro hospitals
(hospitals that employ fewer than five employees) and small hospitals (hospitals that employ fewer than 100
employees) account for 38.9% of total industry establishments. While small hospitals outnumber their larger
counterparts, IBISWorld anticipates ongoing hospitals will likely increasingly enable large-scale health networks to
benefit from economies of scale and reduced costs.

Key Success
Factors

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

Access to highly skilled workforce:
Patients often choose hospitals based on the reputation of the doctors employed there.

Understanding government policies and their implications:
Since the majority of industry revenue comes from government spending, hospitals must understand the particulars
of national and provincial public healthcare coverage.

Having a good reputation:
Hospitals with reputable service, employees or divisions are more likely to attract patients.

Optimum capacity utilization:
Hospitals that can keep as many of their beds filled as possible will experience higher revenue and profit.

Cost Structure
Benchmarks
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  Profit

In 2019, 90.5% of health expenditure for hospitals came from the public
sector, according to the Canadian Institute for Health Information (latest
information available). Therefore, their annual budgets are created with
and subsidized by the government. Consequently, profit for this industry
indicates the operating surplus that a particular hospital achieves after
taking into account all sources of funding and all expenses. Profit,
measured as earnings before interest and taxes, is expected to account
for -0.6% of industry revenue in 2021. Profit declined significantly over
2020 as the COVID-19 (coronavirus) pandemic created financial
pressures on hospitals. For instance, costs of essential personal
protective equipment went up due to an international shortage.
Hospitals also cancelled elective surgeries to free up beds. These
developments strained the industry profit margin and with
supplementary hospital revenue, such as parking and preferred
accommodation revenue, falling as a result of reduced hospital visits,
this has led to an expected deficit over 2020. Furthermore, while the
pandemic is now being better contained, given that vaccines are being
distributed nationwide, profit is expected to improve slightly over 2021.
Profit, however, varies significantly based on the status, offerings and
size of the particular hospital.

In normal times, hospital operating efficiency also influences profit.
Hospitals that are able to keep a larger percentage of their beds full on
a steady basis will likely experience higher profit. Moreover, hospitals
that offer services not covered by the public healthcare system, such as
private rooms for hospitalization, typically experience higher profit.
Profit may also be affected by geographical location, as provinces
largely have control over defining what procedures are medically
necessary and therefore covered by the public system.

 

  Wages

Labour costs, including salaries, wages and benefits for part-time and
full-time hospital workers, are expected to account for 59.4% of industry
revenue in 2021. In 2020, the coronavirus pandemic has caused wage
costs to rise as hospitals have experienced an influx of patients with
coronavirus and need staff available to treat these patients. Most
hospitals have increased overtime expenses in the short-term as they
attempt to stay fully staffed. Furthermore, this is expected to continue
into early 2021 In addition to trained medical professionals, hospitals
must employ orderlies, security, cleaning personnel and administrative
workers. Labour retained on a contract basis is included in the
industry's total wage cost.

 

  Purchases

In 2021, industry operators are expected to spend 7.9% of their annual
revenue on purchases. Purchases include medicine, pharmaceutical
supplies and other supplies.
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  Marketing

Industry operators also invest in marketing and advertising. In 2021,
marketing costs are expected to account for 0.9% of revenue.

 

  Depreciation

Depreciation costs are expected to account for 1.6% of industry
revenue in 2021. This is dedicated to the depreciation of assets such as
hospital building expansions, X-ray machines and laboratory
equipment.

 

  Rent

Rent costs are expected to account for 5.0% of industry revenue in
2021. Expenses under this category relate to leases on buildings and
medical equipment.

 

  Utilities

Utility costs are expected to account to account for 1.2% of industry
revenue in 2021. Hospitals must have steady reliable sources of energy
to power equipment such as MRI machines, CAT scanners and other
life-sustaining equipment such as ventilators. Industry operators also
must be able to keep the hospital at a comfortable temperature and
ensure that prescriptions, lab samples and other sensitive materials are
kept at the appropriate temperatures as well.
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  Other Costs

Insurance is the largest other industry cost, particularly professional
liability coverage. All hospital employees dealing with patients must
carry liability coverage. Although individual practitioners are required to
acquire and retain this coverage, employing hospitals generally pick up
a significant percentage of the related costs. In 2021, other costs are
expected to account for 24.6% of industry revenue.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Operators in the Hospitals industry in Canada compete on the basis of
quality of care; breadth of services offered; and the ability to attract and
retain quality physicians, skilled clinical personnel and other healthcare
professionals.

Patients may also choose a particular hospital based on convenience. In recent years, hospitals have increasingly
shifted toward outpatient care models, which enable more flexibility for patients and improved efficiency for
providers. For example, according to the Canadian Institute for Health Information, outpatient care has grown almost
1.5 times as much as inpatient care since 2005. Hospitals that are located close to a large pool of potential patients,
such as a major urban area or a nursing home, will also have a competitive edge on the basis of convenience.
Moreover, a hospital's level of care quality is highly correlated with the quality of providers it has on staff. Patients
are often referred to hospitals by physicians and other healthcare providers, and these medical professionals will be
more likely to refer a patient to a hospital if that hospital offers high-quality services administered by reputable staff.

EXTERNAL COMPETITION

Hospitals endure competition from alternative care providers, such as
massage therapists, chiropractors or acupuncturists.

Primary care physicians may refer patients to these providers that operate outside of hospitals. However, public
coverage for these alternative services varies on a provincial level. In British Columbia, for instance, the provincial
Medical Services Plan (MSP) offers $23.00 per visit for up to 10 visits per year to alternative practitioners, but many
of these service providers have opted out of the MSP and therefore may charge patients higher than the
reimbursement amount. Less-than-full public coverage of alternative sources of medical treatment will limit their
ability to compete with industry hospitals.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Barriers to entry in the Hospitals industry in Canada are
high due to the significant regulatory requirements and
the experience and strength of incumbents.

Licensure, accreditation and regulation

Medical licensing creates a barrier to entry in the
healthcare sector. Hospital operators must satisfy
extensive laws and regulations relating to the adequacy of
medical care, equipment, personnel, operating policies
and procedures. Regulations also involve maintaining
adequate records, preventing fires and complying with
building codes and environmental protection laws. These
regulations make it difficult and costly to enter the
industry. The technical specifications for modern hospital
buildings requires extensive specialized knowledge.
Additionally, the relatively large investment in
infrastructure represents a cost that may discourage new
hospitals from entering the industry.

Other barriers

In addition to licensure and regulation, other conditions
serve as barriers to entry. In particular, economies of
scale, learning curve effects and system affiliation can
make it prohibitively costly for new hospitals to enter the
industry. While hospitals benefit to some degree from
size, considerably large hospitals can find it difficult to
control costs and reach optimum occupancy, whereas
appropriately sized hospitals benefit from supply purchase
discounts and negotiating power with payers, such as
managed-care organizations.

Incumbent hospitals may have somewhat lower costs and
better patient outcomes because of the experience and
efficiency of their tenured staff, and that staff's ability to
teach new hires. Learning by watching imparts
productivity and quality improvements that occur over
time, regardless of an increase in the number of services
provided. Therefore, the cost advantages from learning do
not necessarily depend on scale.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  As is the case in most countries, the Hospitals industry in Canada has a very low level of globalization. All of the
country's largest hospitals are Canadian-run and receive significant funding from the Canadian government, in the
form of public health coverage through the Ministry of Health and Long-Term Care. Some Canadians may choose to
seek medical treatment in foreign countries, especially the United States, either because of long wait times for
Canadian hospitals or for elective procedures. Foreigners, particularly Americans, occasionally seek care in
Canadian hospitals for the same reasons. As a result of the COVID-19 (coronavirus) pandemic, this number is
expected to have fallen sharply as many travel restrictions were put in place over 2020 and have continued into
2021. In addition, hospitals have delayed elective surgeries. However, there are no formal statistics available
regarding this cross-border care.
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Major Companies
There are no major players in this industry

Other Companies Vancouver Coastal Health

  Market Share: 4.1%
  As part of its mandate to manage healthcare services for more than one-quarter of the population of British

Columbia, the Vancouver Coastal Health (VCH) operates general hospitals across the Vancouver area, in addition
to numerous non-industry facilities such as residential care centres and home care nursing operations. The
authority's industry-relevant operations are primarily conducted through the Vancouver Hospital and Health
Sciences Centre (VHHSC), which includes Vancouver General Hospital and the University of British Columbia
Hospital, and represents the second-largest hospital system in Canada. VCH's hospitals managed 444,000
emergency room visits in fiscal year 2020 (latest data available), and the company employs more than 17,000 staff
members. As a whole, VCH generated $4.0 billion in revenue in fiscal 2020 (year-end March), but a significant
portion of this revenue is attributable to the authority's nonhospital operations. In fiscal 2021, VCH is expected to
generate $2.9 billion in industry-relevant revenue.

University Health Network

  Market Share: 2.6%
  Ontario's University Health Network (UHN) operates six major facilities in the Toronto area, although three of these

facilities are devoted to rehabilitation, and as a result, are not included in the Canadian Hospitals industry. The
network's two main hospitals, Toronto General Hospital and Toronto Western Hospital, offer a combined 735 beds
and received 125,886 emergency visits in fiscal 2020 (year-end March, latest data available). An estimated 55.3% of
this total annual revenue comes from the provincial Ministry of Health and Long-Term Care. UHN's research
activities have also grown considerably over the past five years, with external research funding rising during the five-
year period. Notably, UHN was named Canada's top medical research facility by Research Infosource Inc. in 2020.
IBISWorld expects UHN's industry-relevant revenue to total $1.8 billion in fiscal 2021.

Ottawa Hospital

  Market Share: 2.1%
  The Ottawa Hospital, located in downtown Ottawa, is a nonprofit public teaching hospital that features 1,224 hospital

beds. The original Ottawa Hospital was founded in 1845, but today, the Ottawa Hospital includes the former Grace
Hospital, Riverside Hospital, Ottawa General Hospital and Ottawa Civic Hospital. The hospital is affiliated with the
University of Ottawa and ranks fifth in Canada for overall research funding. In fiscal 2021 (year-end March),
IBISWorld estimates that the Ottawa Hospital will generate $1.5 billion in industry-relevant revenue, with an
estimated three-quarters of revenue being generated by patients with Ministry of Health and Long-Term Care
coverage.

Sinai Health System

  Market Share: 0.7%
  Founded in 1923, the Sinai Health System is a partnership between several healthcare operators to provide services

and is affiliated with the University of Toronto. The majority of industry activity comes from Mount Sinai Hospital, a
385-bed facility located in the so-called Hospital Row section of Toronto. Mount Sinai Hospital's clinical areas of
focus are women's and infants' health, emergency medicine, cancer, complex orthopaedics, palliative care,
diabetes, inflammatory bowel disease, geriatrics, and arthritis and autoimmune disease. Over 4,600 people are
employed in the system. IBISWorld expects the Sinai Health System to generate $457.0 million in industry-relevant
revenue in fiscal 2021 (year-end March).
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Hospitals industry in Canada exhibits a low level of
capital intensity. For every $1.00 spent on labour in 2021,
industry operators are expected to allocate $0.03 toward
capital expenditure. The industry is traditionally labour
intensive, as hospitals must hire and retain a wide range of
personnel, including a significant number of highly trained,
well-paid medical professionals, such as physicians,
surgeons, specialist doctors and nurses. However, industry
capital requirements are also significant, as many
operators must invest in expensive, highly specialized
diagnostic and therapeutic equipment, such as magnetic
resonance imagining scanners and ventilators.

Smaller industry hospitals are generally more labour
intensive, as the level of care they provide will not
necessitate the purchase of such heavy-duty equipment.
Moreover, these operators would not likely be able to afford
the purchase and maintenance costs of such equipment.
Instead, small local hospitals would likely refer patients in
need of expensive diagnostic or therapeutic services to
larger regional medical facilities that can absorb higher
capital costs. The industry's level of capital intensity has
remained relatively steady in recent years.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
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.

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 Low Ease of Entry Very
Unlikely

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

Very Low Rate of Entry Very
Unlikely

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

High Market
Concentration

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

  The rate of new patent 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.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

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

The Hospitals industry in Canada is not exposed to significant technological
disruptions because operators provide an essential service to society that is
not easily mechanized.

The expensive and crucial nature of skilled medical professionals will protect employment and profit within the industry,
which is labour intensive and depends on highly skilled staff. There will invariably be a need for medical treatments with
highly trained professionals that are on call. Hospitals will always be in demand for treating existing diseases, for people
that are sick and for researching and developing preventative care for new and existing diseases. Any introduction of new
technology is associated with medical machinery and daily activities, but not any technology that disrupts the industry.
There are not any disruptions that would make the industry irrelevant or replaced by another industry. While hospitals are
not affected by the changes in medical technology, upstream manufactures and wholesalers take on that burden.

The level of technology change is    Medium

  Technological developments significantly affect hospital efficiency.

Computerized systems manage patient records and medical equipment enables quicker test performance and more
accurate treatment. Computerized physician order-entry systems enable physicians to electronically order medications,
tests and consultations, while also providing advice on best practices and alerts to the possible adverse effects of
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treatments. Telemedicine is a rapidly developing application of clinical medicine wherein medical information is transferred
through interactive audiovisual media for medical consulting and, sometimes, for remote medical procedures or
examinations. Specialized surgical equipment and devices increase the speed and success of surgical procedures, while
new drugs, equipment and medical procedures can increase efficiency and reduce costs. The development of new
technologies and medical procedures will likely also lead to new hospital services, which is expected to boost overall
demand for the Hospitals industry in Canada.

One of the largest areas of technological growth in the healthcare sector is connected devices. Connected devices are
medical devices that can send patient data and communicate with other devices wirelessly. These devices are part of the
Internet of Things and are becoming increasingly prevalent in the industry. However, these devices carry the risk of being
hacked and used to steal patient data or threaten patients. As a result, hospitals have invested in cyber security software.
This software has needed to be frequently updated and advanced to keep up with hackers.

Most technological advances will contribute positively to demand for industry services, but hospitals are also expensive to
build and operate. As a result, national and provincial governments may promote less costly out-of-hospital services, such
as telemedicine and home-based care. As a result, advances in medical technology may reduce demand for hospital care
in the long term. Technologically driven nonhospital healthcare initiatives will likely decrease the average hospital
admission length, and in some cases, will provide alternatives to hospital services.

Revenue
Volatility

The level of volatility is    Medium

  The Hospitals industry in Canada has exhibited a low-to-moderate level of
revenue volatility over the five years to 2021.

Hospital services are essential for treatment of many diagnoses, and health needs do not vary significantly over the short to
medium term, thereby reducing volatility. Within any given year, hospitals are subject to certain seasonal fluctuations,
including decreases in patient use during holiday periods and increases during the low-temperature months.

According to the Canadian Institute for Health Information (CIHI), hospital spending is expected to account for the largest
share of healthcare expenditure, at 26.4% in 2019 (latest data available), with spending allocated toward pharmaceuticals
and physician services lagging behind in comparison. As a result, patients' demand for hospital services has remained
robust over the five years to 2021, serving as a stabilizing force for industry revenue. However, hospitals derive a significant
share of their revenue from the public sector, such as provincial and territorial funding, thereby making the industry
susceptible to revenue fluctuations based on changes in the government's budget. While some territories and provinces
have slowed down increases in hospital funding before 2020 to mitigate budget deficits, the industry has still been
characterized by low-to moderate revenue volatility. Overall, industry consolidation has helped mitigate industry revenue
volatility, due to some industry operators remaining afloat by eliminating redundant administrative costs.

Hospitals have continuously attempted to decrease the length of patient admissions, which has, in some cases, helped cut
costs. This also enables increased capacity for elective surgeries, which enables potential for greater revenue. However,
2020 presents a different picture. Despite the COVID-19 (coronavirus) pandemic leading to a surge in non-surgical
emergency admissions, according to the Canadian Institute for Health Information's Discharge Abstract Database, between
March to June 2020, overall surgery numbers fell 47.0% compared with 2019. As a result, the pandemic is estimated to
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have led to a notable decline in revenue over 2020, contributing to revenue volatility during the current period.

Usually, as the cost of healthcare has steadily increased, industry revenue has benefited from the maintained volume and
been insulated from any significant fluctuation. The extent to which industry operators and patients rely on steadily available
public funding for patient care further limits industry revenue volatility. According to the “National Health Expenditure Trends
2020” report by the CIHI, an estimated 29.6% of revenue is generated by private insurers, patients' out-of-pocket funding or
non-consumption, making the industry less vulnerable to shifts in macroeconomic conditions. However, some elective
procedures have long wait times. This has pushed some patients to private insurance or out-of-pocket funding for
treatments not covered by public funds.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

FEDERAL AND PROVINCIAL REGULATIONS

Canada's publicly funded healthcare system is dynamic.

Reforms have been made over the past four decades and will continue in response to changes within medicine and
throughout society. The basics, however, remain the same: universal coverage for medically necessary healthcare services
provided on the basis of need, rather than the ability to pay. The Canada Health Act, passed in 1984, does not directly
regulate the delivery of healthcare. Instead, the Canada Health Act establishes conditions that provincial health insurance
programs must meet to receive federal funding. As no province can afford to forego federal funding, the act ensures each
provincial health insurance system is publicly administered, comprehensive, universe, portable and accessible.
Furthermore, each province has a Public Hospitals Act to govern the establishment, management and funding of publicly
funded hospitals. Canada Health Act also prohibits copayments or extra billing for covered services. However, nothing in
the Canada Health Act or provincial statutes prohibits the operation of fully private hospitals or clinics for patients that can
afford to pay the full cost of services without insurance.

LICENSING REQUIREMENTS

Operators in the Hospitals industry in Canada are subject to a wide range of
government regulations.

All industry operators must meet federal and provincial licensing and building requirements, particularly if they wish to
become or remain eligible to receive public healthcare funding. Certain hospitals that offer particular products or services,
such as controlled narcotics or sensitive diagnostic imagining machinery, will be further subject to additional regulatory and
licensing requirements. Accreditation Canada offers accreditation to hospitals that meet these standards and achieve an
acceptable level of quality of care. The program also offers Distinction awards to hospitals that provide an elite level of care
in a particular healthcare field.

PRIVACY

With the development and pace of new technologies able to track and store
vast amounts of information, privacy in Canadian healthcare has emerged as a
growing topic.

Canadian healthcare privacy legislation is composed of 14 government jurisdictions (the federal government, 10 provinces
and three territories), each with its own legislative framework for protecting the privacy of personal information or personal
health information.

In total, there are 32 separate statutes, each with their own respective regulations, addressing privacy at the national,
provincial or territorial, and in some cases, municipal levels. From there, the majority of jurisdictions have legislation
specifically dealing with the health sector and the protection of PHI.

Industry
Assistance

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

Operations in the Hospitals industry in Canada are almost entirely dictated by
federal and provincial funding and statutes.

According to the Canadian Institute for Health Information, an estimated 90.5% of industry revenue stemmed from the
public sector in 2019 (latest data available). Some Canadian hospitals do operate privately however, with the remaining
industry sourced from the private sector, which includes patients' out-of-pocket expenditures and insurers. In addition to
receiving extensive assistance from the Canadian government, industry associations exist at both the national and
provincial levels. These associations, such as HealthCareCAN and the Ontario Hospital Association, provide for-profit and
not-for-profit hospitals in Canada with the opportunity to network, share best practices and navigate the intricacies of
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government regulation. Industry associations also represent the interests of member hospitals to the provincial and national
governments.

The COVID-19 (coronavirus) pandemic has put much financial strain on hospitals, as many sources of revenue for
hospitals, such as parking fees, self-paid procedures and preferred accommodation fees, experienced significant
reductions. Furthermore, in 2020 and early 2021, many hospitals were concerned about surges in coronavirus cases and
increased hospitalizations so expanded capacity and procurement of equipment such as ventilators. The government of
Canada has thus provided hospitals with industry specific assistance. For example, $500.0 million in extra funding was
transferred to provinces and territories to support healthcare system capacity. Funding was also allocated for the
procurement of personal protective equipment for healthcare workers. Lastly, the government has provided up to $3.0
billion to increase the wages of low-income essential workers, many of which work in hospitals.
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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)

Total health
expenditure

($b)
2012 67,278 40,497 1,225 761 595,864 N/A N/A 34,959 N/A 162
2013 67,743 41,888 1,411 853 602,526 N/A N/A 36,099 N/A 159
2014 67,643 41,574 1,461 874 611,935 N/A N/A 36,601 N/A 158
2015 69,802 43,043 1,458 829 619,828 N/A N/A 38,136 N/A 164
2016 70,249 43,675 1,510 812 636,013 N/A N/A 38,554 N/A 168
2017 70,601 44,535 1,492 772 643,016 N/A N/A 39,179 N/A 166
2018 71,881 45,215 1,314 654 642,171 N/A N/A 39,174 N/A 168
2019 72,620 45,752 1,302 627 644,045 N/A N/A 40,151 N/A 169
2020 68,057 40,605 1,269 601 641,767 N/A N/A 40,757 N/A 161
2021 69,720 42,143 1,259 598 651,335 N/A N/A 41,442 N/A 160
2022 71,350 45,432 1,242 575 659,881 N/A N/A 42,071 N/A 163
2023 72,871 47,129 1,223 551 667,505 N/A N/A 42,639 N/A 166
2024 74,353 47,695 1,196 524 673,664 N/A N/A 43,127 N/A 168
2025 75,838 48,283 1,169 498 679,518 N/A N/A 43,599 N/A 170
2026 77,307 48,953 1,156 479 687,044 N/A N/A 44,155 N/A 172

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total health
expenditure

(%)
2012 1.15 0.14 -6.28 -9.41 1.24 N/A N/A 0.09 N/A 1.44
2013 0.69 3.43 15.2 12.1 1.11 N/A N/A 3.26 N/A -1.68
2014 -0.15 -0.75 3.54 2.46 1.56 N/A N/A 1.38 N/A -0.82
2015 3.19 3.53 -0.21 -5.15 1.28 N/A N/A 4.19 N/A 3.99
2016 0.64 1.46 3.56 -2.06 2.61 N/A N/A 1.09 N/A 2.31
2017 0.50 1.96 -1.20 -4.93 1.10 N/A N/A 1.62 N/A -0.84
2018 1.81 1.52 -11.9 -15.3 -0.14 N/A N/A -0.02 N/A 0.78
2019 1.02 1.18 -0.92 -4.13 0.29 N/A N/A 2.49 N/A 0.53
2020 -6.29 -11.3 -2.54 -4.15 -0.36 N/A N/A 1.50 N/A -4.28
2021 2.44 3.78 -0.79 -0.50 1.49 N/A N/A 1.68 N/A -0.69
2022 2.33 7.80 -1.36 -3.85 1.31 N/A N/A 1.51 N/A 1.87
2023 2.13 3.73 -1.53 -4.18 1.15 N/A N/A 1.35 N/A 1.40
2024 2.03 1.20 -2.21 -4.91 0.92 N/A N/A 1.14 N/A 1.32
2025 1.99 1.23 -2.26 -4.97 0.86 N/A N/A 1.09 N/A 1.25
2026 1.93 1.38 -1.12 -3.82 1.10 N/A N/A 1.27 N/A 1.23

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 60.2 N/A N/A 113 52.0 486 58,669
2013 61.8 N/A N/A 112 53.3 427 59,913
2014 61.5 N/A N/A 111 54.1 419 59,812
2015 61.7 N/A N/A 113 54.6 425 61,527
2016 62.2 N/A N/A 110 54.9 421 60,618
2017 63.1 N/A N/A 110 55.5 431 60,931
2018 62.9 N/A N/A 112 54.5 489 61,002
2019 63.0 N/A N/A 113 55.3 495 62,342
2020 59.7 N/A N/A 106 59.9 506 63,508
2021 60.4 N/A N/A 107 59.4 517 63,627
2022 63.7 N/A N/A 108 59.0 531 63,755
2023 64.7 N/A N/A 109 58.5 546 63,878
2024 64.1 N/A N/A 110 58.0 563 64,019
2025 63.7 N/A N/A 112 57.5 581 64,162
2026 63.3 N/A N/A 113 57.1 594 64,268

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

HealthCareCAN
http://www.healthcarecan.ca

Ontario Hospital Association
http://www.oha.com

Health Canada - Hospital Care
http://www.hc-sc.gc.ca/hcs-sss/hospital/index-eng.php

Industry Jargon AMBULATORY CARE
Medical diagnostic or therapeutic services delivered to a patient who is not admitted to a hospital; also known as
outpatient care.

AMBULATORY SURGICAL FACILITY
A freestanding, independent hospital that only offers surgery on an outpatient basis.

TELEMEDICINE
An application of clinical medicine wherein medical information is transferred through interactive audiovisual media
for medical consulting or remote medical procedures or examinations.

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

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

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

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

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

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

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

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.
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INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.
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With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
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