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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:

· The COVID-19 (coronavirus) pandemic is expected to harm profitability for the Canadian Sand and Gravel Mining
industry over the five years to 2022. For more detail, please see the Current Performance chapter.

· The decline in industry revenue in 2020 was fuelled by a decline in private investment. In 2021, improved private
investment is expected to contribute to strong industry growth. For more detail, please see the Demand
Determinants chapter.

· Over the five years to 2022, the level of revenue volatility in the industry was increased by the coronavirus
pandemic. For more detail, please see the Revenue Volatility chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Sand and Gravel Mining industry in Canada mines or quarries sand and gravel, clays, ceramic and refractory

minerals. Industry operators may also wash, screen and otherwise prepare the mined sand, gravel and clays.

Major Players CRH Canada Group Inc.

HeidelbergCement AG

Aecon Group Inc.

Main Activities The primary activities of this industry are:

Operating sand and gravel pits

Dredging for sand and gravel

Washing and screening sand and gravel

Operating shale mines

Preparing kaolin, ball clay and other clays

Bentonite mining

The major products and services in this industry are:

Construction sand and gravel

Industrial sand

Shale and clay minerals



Sand & Gravel Mining in Canada January 2022

6 IBISWorld.com

Supply Chain

SIMILAR INDUSTRIES

Stone Mining in Canada Mineral & Phosphate Mining in
Canada

Ceramics Manufacturing in
Canada

Glass Product Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Sand & Gravel Mining in the US Gravel and Sand Quarrying in
Australia

Rock, Limestone and Clay Mining
in Australia

Gravel, Sand & Clay Extraction in
the UK

Gravel and Sand Quarrying in
New Zealand
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Industry at a Glance
Key Statistics

$2.1bn
Revenue

Annual Growth

2017–2022

-2.2%

Annual Growth

2022–2027

0.9%

Annual Growth

2017–2027

 

$160.9m
Profit

Annual Growth

2017–2022

-5.5%

  Annual Growth

2017–2022

 

7.5%
Profit Margin

Annual Growth

2017–2022

-1.4pp

  Annual Growth

2017–2022

 

534
Businesses

Annual Growth

2017–2022

-0.7%

Annual Growth

2022–2027

-0.7%

Annual Growth

2017–2027

 

4,933
Employment

Annual Growth

2017–2022

-3.3%

Annual Growth

2022–2027

0.1%

Annual Growth

2017–2027

 

$364.2m
Wages

Annual Growth

2017–2022

-3.4%

Annual Growth

2022–2027

0.2%

Annual Growth

2017–2027

Key External Drivers % = 2017–22 Annual Growth

2.3%
Government consumption and
investment

3.6pp
Industrial capacity utilization

-0.6%
Value of nonresidential
construction

1.0%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Barriers to Entry
High / Increasing

MIXED IMPACT

  Life Cycle
Mature   Industry Globalization

Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Industry Assistance
Low / Increasing   Regulation & Policy

Heavy / Increasing

  Competition
High / Increasing

 

Key Trends

 Canadian residential and nonresidential construction
markets have been volatile

 Imports from the United States are expected to decline
during the period

 The structure of the industry has changed slightly over the
past five years

 Industrial and manufacturing markets are expected to
improve

 Industry revenue growth is expected to outpace growth in
industry wages

 The production of fracking sand in Canada is expected to
increase

 The industry has been hindered by falling oil and gas prices
during most of the five-year period
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  Low & Increasing Level of Assistance

   

WEAKNESSES

  High Competition

  High Volatility

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2022)

  Low Revenue Growth (2017-2022)

  Low Outlier Growth

  Low Revenue Growth (2022-2027)

  Value of nonresidential construction
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Executive Summary Smooth road: An improving economy will likely lead to improved demand
for industrial sand from industrial and manufacturing centres

The Sand and Gravel Mining industry in Canada operates sites that extract resources such as sand, gravel, clay and
other refractory minerals. Industry products are used as inputs in nonresidential construction and as manufacturing
inputs for glass, ceramics and other products. Certain industry products are also used by oil and gas extractors as
part of the hydraulic fracturing process through which oil and gas are recovered from shale rock. The industry has
endured volatility in recent years. A weakened nonresidential construction market has cut into demand, despite an
increase in production between 2015 and 2019. Over the five years to 2022, industry revenue is expected to decline
an annualized 2.2% to $2.1 billion, despite forecast growth of 1.5% in 2022 alone due to improved demand from the
nonresidential construction market.

The industry has been hindered by low oil and gas prices during most of the period, which resulted in decreased
investment by related industries and a decline in nonresidential construction. Further, while oil and gas production
has risen, the rate of increase declined given the weakened prices. However, strong growth in oil and gas prices in
2021 is expected to result in industry revenue growth. Profit is expected to fall as a result of a decline in demand
alongside difficult operating conditions caused by the spread of COVID-19 (coronavirus). Industry profit, defined as
earnings before interest and taxes, is expected to fall to 7.5% of industry revenue in 2022, down from 8.9% in 2017.
However, the industry has been aided by increased federal funding for infrastructure projects. In 2016, the
government announced its Investing in Canada Plan, which made available $180.0 billion in funding for
infrastructure projects.

Over the five years to 2027, an improving economy should lead to growth in construction markets and improved
demand for industrial sand from industrial and manufacturing centres. In addition, continued growth in oil and gas
production will lead to increased demand for frac sand from extraction markets. Further, as the government
continues to invest in infrastructure development projects, this should increase demand for aggregates and other
industry products for use in paving and building construction. As a result, the industry is forecast to grow over the
next five years. IBISWorld forecasts industry revenue will rise at an annualized rate of 0.9% to $2.2 billion over the
five years to 2027.



Sand & Gravel Mining in Canada January 2022

10 IBISWorld.com

Industry Performance

Key External
Drivers

Government consumption and investment

Sand and gravel are used as aggregate material in the construction of highways, bridges and other public
infrastructure. Therefore, an increase in the level of government expenditure and investment for infrastructure
projects pushes up demand for industry products. Government expenditure and investment is forecast to increase in
2022.

 

Value of nonresidential construction

Sand and gravel are widely used as aggregate material in nonresidential construction and privately funded
infrastructure such as railroads, harbours and airports. The construction of nonresidential buildings also generates
demand for building products made of raw materials provided by this industry, such as silica (e.g. glass curtain walls
and windows), clay (e.g. bricks) and ceramic materials. The value of nonresidential construction is forecast to
increase in 2022, but has been volatile in recent years, posing a potential threat to this industry.

 

Canadian effective exchange rate index

The Sand and Gravel Mining industry in Canada sells a significant number of products in export markets. When the
value of the Canadian dollar, measured by the Canadian effective exchange rate (CEER) index, increases, industry
products become more expensive in international markets. The reverse is true when the CEER index decreases.
The CEER index is expected to decrease in 2022, representing a potential opportunity for this industry.

 

Industrial capacity utilization

Industrial capacity utilization represents the proportion of Canada's industrial manufacturing capacity in use.
Therefore, industrial capacity utilization acts as a proxy for overall industrial production. Demand for industry
products is heavily tied to manufacturing activity. When industrial production rises, demand for products derived from
sand and gravel increases as well. Industrial capacity utilization is expected to increase in 2022.
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Current
Performance

The Sand and Gravel Mining industry in Canada operates mines and
quarries to extract natural resources such as sand, gravel, clay and other
refractory minerals.

These products can be broadly divided into two uses, which are construction and industrial/manufacturing inputs.
The first of these, construction sand and gravel, provides the bulk of industry activity, in both volume and value of
products sold. These products are used to create construction aggregate, which is a mixture of sand, gravel and
crushed stone used to produce construction materials, including concrete and asphalt, which are used to make
roads, bridges, sidewalks and other infrastructure elements. The second major market uses finer grained industrial
sand, often referred to as silica, as inputs to manufacture a variety of objects, including computer chips, plumbing
fixtures, glass, ceramics and refractory materials. Industrial sand is also used in hydraulic fracturing, also called
fracking, to extract oil and natural gas.

The industry has endured significant volatility over the five years to 2022, with a variety of trends counteracting one
another. For example, while the industry output from sand and gravel facilities is expected to increase, weakening
demand from the oil and gas sector in response to falling commodity prices between 2017 and 2020 is expected to
result in an overall decline. While oil and gas production continued to rise, capital expenditure in expanding
production fell significantly. Meanwhile, during the five-year period, but especially after the Investing in Canada Plan
was announced in 2016, the industry has benefited from increased federal spending on infrastructure. However, the
spread of COVID-19 (coronavirus) reduced private investment across Canada in addition to reducing consumer
demand for oil and gas products, which is ultimately lowered demand for industry products. Overall, industry
revenue is expected to decline an annualized 2.2% to $2.1 billion over the five years to 2022, despite forecast
growth of 1.5% in 2022 due to improved oil and gas prices alongside expected growth in nonresidential construction.

VOLATILE CONSTRUCTION DEMAND

Canadian residential and nonresidential construction markets have
endured considerable volatility over the past five years.

Since sand and gravel inputs are used in large-scale construction, in particular for roads and nonresidential
buildings such as hotels and office towers, demand from nonresidential markets can have a significant effect on the
industry. At the beginning of the reporting period, residential construction grew modestly. However, in 2020, the
spread of coronavirus resulted in a decline in aggregate private investment and consumer spending, which fuelled
an 6.8% decrease in the value of nonresidential construction. In 2020, the prices of oil and natural gas reached
historic lows, which further contributed to the decline in construction investment.

However, demand for industry products has been aided by other factors. For instance, federal spending on
infrastructure has expanded over the past five years. Much of this growth can be linked to the Investing in Canada
Plan, which was announced in the 2016 budget and has the goal of investing more than $180.0 billion over 12 years
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in a variety of infrastructure projects locally, regionally and nationally.

SHIFTING SAND MARKETS

While sand and gravel for construction inputs provides the largest use of
industry products, finer-grained industrial sand also accounts for a
sizeable portion of the industry's sales.

Traditionally, industrial sand was used as an input for manufacturing a variety of products, but expansion in fracking
activity over the past decade has prompted increased demand for sand. In fracking, a mixture of water and
chemicals is pumped into shale rock formations where oil and gas become trapped in small pockets. The mixture
breaks apart the rock and industrial sand is pumped into the fissures, which enables oil and gas to be extracted.
However, historically low natural gas prices in recent years have lowered investment activity by downstream gas
producers, which has reduced demand for industrial sand during the period. Additionally, industry operators endure
significant competition from operators in the United States that mine white silica from the Great Lakes region in
Wisconsin. White silica is of a particularly high quality, which is important because frac sand must meet stringent
specifications. The extraction and transportation infrastructure required to mine frac sand in Canada is still limited,
so imports typically satisfy about 25.0% of domestic demand. The weight and volume required by most downstream
consumers also makes it difficult to transport products.

TRADE CONDITIONS

Due to diminished demand for industry products from oil and gas
producers, imports from the United States, which primarily consist of
sand for industrial purposes, are expected to grow minimally during the
period.

Overall, imports are expected to increase an annualized 0.1% to $603.1 million over the five years to 2022.
Meanwhile, volatile construction markets in the United States and a decline in aggregate private investment have
both contributed to a decline in industry exports for construction sand and gravel. Overall, exports are expected to
decline an annualized 2.8% to $258.9 million over the five years to 2022. This decline is primarily a result of
decreased demand from markets in the United States and China, due to significant economic volatility in these
markets during the period.

INDUSTRY STRUCTURE

With demand for industry products expected to fall, the number of
industry operators is expected to decline an annualized 0.7% to 534
enterprises during the period.

Accordingly, the number of employees is expected to decline at an annualized rate of 3.3% to 4,933 people over the
five years to 2022. Industry profit, defined as earnings before interest and taxes, is expected to decline to 7.5% of
industry revenue in 2022, as a result of less demand from downstream markets and an increase in operational costs
caused by the spread of coronavirus.

The structure of the industry has changed slightly over the past five years. One of the industry's largest operators,
CRH Canada Group Inc. (CRH), the domestic subsidiary of global giant CRH PLC, entered the industry in 2015 after
acquiring assets sold by Holcim Ltd. and Lafarge SA as a condition of the merger between those two companies.
Following its entry to the industry, CRH also increased its number of domestic facilities during the second half of the
reporting period, increasing its share of the domestic market.
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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)

Value of
Nonresidential

Construction
($b)

2013 2,306 744 1,057 629 4,802 201 408 350 2,513 184
2014 2,136 842 976 630 6,369 219 505 476 2,422 191
2015 2,219 796 869 572 5,835 255 541 446 2,504 173
2016 2,819 876 902 551 5,831 257 457 447 3,018 156
2017 2,401 797 871 552 5,837 298 600 433 2,703 157
2018 2,534 814 926 560 5,708 276 696 442 2,953 162
2019 2,474 744 864 559 5,463 266 641 406 2,850 162
2020 1,923 605 847 535 4,639 260 522 339 2,185 151
2021 2,114 655 860 541 4,934 255 597 363 2,456 145
2022 2,145 660 851 534 4,933 259 603 364 2,489 156
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Industry Outlook
Outlook The Sand and Gravel Mining industry in Canada is expected to grow over

the five years to 2027.

The industry will benefit from improving nonresidential construction activity after significant volatility over the five
years to 2022. Further, oil and gas production volumes are expected to rise alongside demand for frac sand, which
should increase demand for industrial sand products. Continued federal funding aimed at infrastructure, which has
increased due to the spread of COVID-19 (coronavirus), will help bolster industry performance over the next five
years. Overall, IBISWorld estimates that industry revenue will grow at an annualized rate of 0.9% to $2.2 billion over
the five years to 2027.

GROWTH IN DOWNSTREAM MARKETS

The largest source of industry demand will continue to be domestic
construction markets.

With an improving economy and forecast growth in exports, aggregate private investment is forecast to rise an
annualized 2.7% over the next five years, which will likely increase demand from construction markets. In addition,
with the prices of natural gas and crude oil expected to remain above the levels they were at in 2020, downstream
energy operators are expected to increase investment in industry products, which are essential for various
construction and industrial activities.

Alongside improving private construction markets, government spending on infrastructure is expected to grow. The
government has made infrastructure development a priority and in its 2016 budget, it announced more than $180.0
billion in support for local, provincial and territorial infrastructure projects over the following 12 years. Of this money,
$28.7 billion was designated for public transit projects, $10.1 billion for trade and transportation projects and $2.0
billion to meet the infrastructure needs of rural and northern communities, in addition to which $400.0 million will be
delivered through the Arctic Energy Fund to facilitate energy projects in the territories. This new initiative was
announced two years after the 2014 New Building Canada Plan was approved, which was a 10-year, $53.0 billion
plan to improve infrastructure. Further, the plan also includes a $14.0 billion New Building Canada Fund, which
consists of $4.0 billion for a National Infrastructure Component and $10.0 billion for a Provincial-Territorial
Infrastructure Component. With robust government spending programs in addition to a forecast improvement in
private sector construction markets, the value of nonresidential construction is forecast to rise at an annualized rate
of 3.5% over the five years to 2027.

IMPROVING INDUSTRIAL MARKETS

In addition to downstream construction markets, industrial and
manufacturing markets are also expected to improve over the next five
years.

Industry products are used for a variety of industrial inputs, including glass, ceramics, computer chips, plumbing
fixtures and refractories. Growth in industrial output is likely to lead to growth in demand for industrial sand and clay
inputs provided by this industry.

Despite forecast growth in these downstream domestic markets, the number of establishments in the industry is
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forecast to decline at an annualized rate of 0.7% to 823 locations over the five years to 2027 due to modest revenue
growth expectations and a high level of historical volatility in the industry. Despite the decrease in mines,
employment is expected to grow slightly, at an annualized rate of 0.1% to 4,952 workers over the five years to 2027.
Growth in employment is expected as a resulted of increased production over the next five years. Industry revenue
growth is expected to outpace growth in industry wages, contributing to an increase in industry profit. Profit,
measured as earnings before interest and taxes, is forecast to account for 7.8% of industry revenue in 2027, up from
7.5% in 2022.

FRACKING SAND AND INTERNATIONAL TRADE

The production of fracking sand in Canada is expected to increase over
the next five years.

Production of fracking sand in Canada remains limited due to the lack of infrastructure and quality deposits that can
be used for this purpose. However, the infrastructure required to bring industry materials to markets will continue to
be built out, facilitating further development.

For example, mining company Athabasca Minerals Inc. acquired rights from the government to extract silica for
fracking sand at a site in Alberta. According to the company's 2014 economic assessment (latest data available), the
Firebag Project is expected to generate revenue of $3.8 billion over the course of 25 years of open-pit mining. The
site is capable of producing between 750,000.0 and 1.0 million metric tonnes of frac sand annually. The
development of this and other fracking sand projects is forecast to lead to increased industry production and
revenue over the next five years.

However, Canadian oil and gas drillers are still expected to import from US silica mining operators, particularly given
the high-quality status of certain US locations. Consequently, imports are forecast to grow an annualized 0.6% to
$621.6 million over the five years to 2027. Exports are also expected to grow, as domestic production increases,
encouraging US purchases of Canadian products. Over the five years to 2027, IBISWorld expects that industry
exports will increase an annualized 1.1% to $273.8 million.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
Nonresidential

Construction
 ($b)

2022 2,145 660 851 534 4,933 259 603 364 2,489 156
2023 2,195 673 852 534 4,982 266 615 369 2,544 167
2024 2,229 681 848 531 5,003 270 623 371 2,581 172
2025 2,265 690 846 529 5,029 275 631 374 2,620 176
2026 2,300 699 839 524 5,052 280 639 376 2,659 180
2027 2,245 683 823 515 4,952 274 622 369 2,593 185
2028 2,250 685 822 514 4,966 275 621 370 2,596 189
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA has been weaker than GDP over the five years to 2022, but is forecast to improve

The industry depends heavily on growth in downstream construction markets

Technological advances within the industry are limited

The Sand and Gravel Mining industry in Canada is in the mature phase of its life cycle. Over the 10 years to 2027,
industry value added (IVA), which is a measure of an industry's contribution to the overall economy, is expected to
decrease at an annualized rate of 1.5%. By comparison, Canada's GDP is expected to grow an annualized 1.7%
during the same period. While IVA growth that is negative is often indicative of a declining industry, weak
performance expectations over the five years to 2022 are expected to skew the figures. Revenue is forecast to grow
over the five years to 2027 and IVA during the outlook period is forecast to be more in line with GDP growth.

The production of sand and gravel for use as aggregate in construction comprises the largest segment of this
industry. Growth in demand for construction aggregate is principally influenced by growth in downstream
construction markets and generally matches the long-term growth in the Canadian economy and population, since
infrastructure spending is also tied to these drivers.

Growth prospects are also buoyed by the spread of demand across many downstream construction and
manufacturing markets, most of which are mature markets. Industry materials are also used in downstream oil and
gas markets, which are also mature, but much more volatile. Technological advances within the industry are limited.
Processes for extracting, rinsing and screening materials have changed very little over the past five years and are
expected to remain steady over the five years to 2027.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Ceramics Manufacturing in Canada

Glass Product Manufacturing in Canada

Iron Ore Mining in Canada

Cement Manufacturing in Canada

Ready-Mix Concrete Manufacturing in Canada

2nd Tier

Homebuilders in Canada

Apartment & Condominium Construction in Canada

Industrial Building Construction in Canada

Commercial Building Construction in Canada

Road & Highway Construction in Canada

Bridge & Elevated Highway Construction in Canada

Concrete Contractors in Canada

Landscaping Services in Canada

Key Selling Industries
1st Tier

Chemical Product Manufacturing in Canada

Mining, Oil & Gas Machinery Wholesaling in Canada

Mining, Oil & Gas Machinery Manufacturing in Canada

Chemical Wholesaling in Canada

Geophysical Services in Canada

2nd Tier

Machine Shop Services in Canada

Steel Rolling & Drawing in Canada

Gasoline & Petroleum Wholesaling in Canada

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Products & Services

  The majority of the materials produced by the Sand and Gravel Mining
industry in Canada are used in construction and building products.

Construction sand and gravel are often combined with crushed stone (IBISWorld report 21231CA) and sold as
construction aggregate. As an alternative to mining for sand and gravel, builders also crush bedrock to produce
sand and gravel, which is referred to as crushed stone.

CONSTRUCTION SAND AND GRAVEL

Construction sand and gravel is typically coarser sand and gravel used to
produce construction aggregate.

This aggregate is a common ingredient in the manufacture of numerous structural products, including asphalt or
concrete roads, concrete, asphalt, building stone, decorative stone, revetment stone and other products.
Construction sand and gravel is typically mixed with crushed stone to produce construction aggregate, although
stone mining is not classified within this industry. Since this sand and gravel is a key component of most types of
large-scale construction, demand for products within this segment is significant. It is consequently the largest
product segment in the industry. Nevertheless, demand for construction sand and gravel can waver significantly
depending on the level of construction activity in Canada and in export markets, primarily the United States.
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Construction activity has been volatile over the five years to 2022, with growth in residential construction during most
of the period counteracted by declining activity in nonresidential construction markets. Overall, growth in the value of
residential construction is expected to drive demand for products in this segment, resulting in its growth as a share
of revenue. Overall, this segment is expected to account for 67.3% of industry revenue in 2022, up from 56.9% in
2017.

INDUSTRIAL SAND

Unlike coarser sand and gravel used to produce construction aggregate,
industrial sand or silica has a much finer grain that is necessary for many
industrial manufacturing inputs, including glassmaking, metal casting,
metal production, chemical production, paint and coatings, ceramics and
refractories.

In addition to these more traditional uses, there has been an explosion in the growth of a new use for industrial sand
over the five years to 2022, which is oil and gas recovery. Industrial sand is essential in hydraulic fracturing, also
called fracking, which is a relatively recent method of extracting oil and gas from shale rock. A mixture of water, sand
and chemical is blasted into shale rock to release oil and gas trapped inside the shale. Industrial sand props open
the fissures, yet is fine grained enough to permit oil and gas to seep out properly. Despite growth in this product
segment prior to the period due to an increase in domestic fracking activity, historically low natural gas prices
lowered demand from operators in downstream markets for industrial sand products. As a result, IBISWorld expects
this product segment to decline as a share of industry revenue during the period. Overall, industrial sand products
are expected to generate 23.4% of industry revenue in 2022, down from 39.2% in 2017. With more industrial sand
mining projects expected to launch over the five years to 2027, this product segment is expected to grow as share of
revenue.

SHALE AND CLAY MINERALS

Products in this segment include bentonite, common clay, kaolin, ball
clay, fuller's earth and nepheline syenite.

These products have much more specific uses and are typically used as industrial manufacturing inputs. For
example, kaolin, which is also called china clay, is used to manufacture china, ceramics and porcelain products,
including for plumbing fixtures. This product segment is relatively small and has experienced steady growth in
production volumes over the past five years. Overall, this segment is expected to account for 9.3% of industry
revenue in 2022, up from 3.9% in 2017.

Demand
Determinants

Demand for products mined by the Sand and Gravel Mining industry in
Canada is primarily determined by the level of investment in downstream
building and construction markets.

Manufacturing markets also use industry products, primarily for the manufacture of concrete and ceramic building
products, glass, paper, sanitary ware, abrasives and refractories.

Construction demand

The majority of industry revenue is generated from the shipment of construction sand and gravel. Construction sand
and gravel is used as aggregate for building and infrastructure construction projects, notably highways and streets
and as an input to concrete and asphalt. Demand is largely determined by federal, state and local government
transport infrastructure investment policies. In recent years, this industry has derived substantial stimulus from
federal transportation funding, most notably the New Building Canada Plan (NBCP) in 2013 and the Investing in
Canada Plan, which was announced in 2016, with the NBCP being rolled up into this larger plan.

The level of residential and commercial construction activity in the United States is also a major determinant of sand
and gravel demand and revenue. Changes in construction activity are influenced by housing and nonresidential
building investment, prevailing interest rates, public sector capital works spending, population growth and the pace
of general economic expansion. As a result, the spread of COVID-19 (coronavirus) had a significant effect on
demand for industry products in 2020, due to the decline in domestic and foreign private investment.

Industrial demand

Demand for industrial-grade sand, known as silica, is determined by growth in production in the downstream
manufacturing and heavy industrial markets. Silica is a principal input in glassmaking, foundry, abrasive and many
other industrial applications. Growth in demand for silica historically corresponded with movements in demand for
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glass across the building, automotive, food and beverages markets. However, new uses for industrial sand have
recently surfaced, increasing demand for industry products.

Industrial sand is also used in hydraulic fracturing, known as fracking, operations by oil and gas extraction
companies. In fracking, industrial sand is used to prop open fissures that have been broken apart in shale rock
formations, permitting gas and oil to seep out and be collected. Canada's extensive natural gas and oil deposits in
shale rock have created a boom in mining activity over the past decade. However, historically low oil and gas prices
have lowered demand from these important downstream markets over the five years to 2022.

Demand for these products is also determined by activity in a range of downstream manufacturing and heavy
industrial markets. Kaolin is principally used in the production of paper and refractory products. Ball clay is principally
used in the production of sanitary ware and ceramic tiles. Common clay and shale are used in the production of
building bricks and cement clinker; fire clay is used for refractories; fuller's earth is used for absorbents; and
bentonite is used for a range of applications, including iron ore pelletizing. Demand for clays, ceramic and refractory
mineral mining fluctuates in line with general manufacturing activity, building investment and consumer demand.

Major Markets

  CONSTRUCTION SECTOR

The Sand and Gravel Mining industry in Canada supplies products to the
construction sector for use in construction and building products
manufacturing.

The majority of products delivered to this market are used as construction aggregate, which is a fairly all-purpose
type of material used to make asphalt, concrete and a variety of other types of building stone. This market is
expected to grow as a share of revenue over the five years to 2022 due to federal spending on infrastructure, which
has increased due to new infrastructure initiatives during the period. Also, the value of residential construction in
Canada is expected to grow considerably during the period alongside overall economic growth. However, the value
of nonresidential construction is expected to decline during the period. Overall, this market is expected to account
for 67.4% of industry revenue in 2022, up from 53.3% in 2017.

INDUSTRIAL SECTOR

Businesses in manufacturing use industry products as inputs for a variety
of products.

Industrial sand (silica), clay and other minerals are used in the manufacture of glass, metal, chemicals, paint and
coatings, ceramics and other products. Further, industry products are also often used in manufacturing as
refractories. These products are used to line the interior of furnaces, kilns, incinerators and reactors. Industrial
activity has fluctuated moderately over the five years to 2022.

This market also includes sand used by the oil and gas sector and demand from this market is expected to fall
during the period, due to low oil and gas prices in 2020. Low prices in these industries has reduced overall activity,
resulting in less investment in industry products. Industrial sand is used in the fracking process to prop open
fractures in the shale rock, permitting oil and gas to seep out. The extraction and transportation infrastructure for frac
sand mining in Canada is still largely limited, so the majority of Canadian frac sand is imported from the United
States. However, demand has begun to increase as a result of recent growth in oil and gas prices. Overall, industrial
demand is estimated to account for 20.5% of industry revenue in 2022, down from 34.3% in 2017. As more
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Canadian companies develop frac sand operations over the five years to 2027, the share of industry products sold
to domestic oil and gas producers will likely increase.

EXPORTS

Exports are expected to account for 12.1% of industry revenue in 2022,
down from 12.4% in 2017.

The vast majority of exports go to the United States due to its sizable construction markets, the lack of trade barriers
and the expensive nature of shipping industry products. Exports as a share of revenue are expected to decline
slightly during the period, primarily due to the forecast decline in construction and manufacturing activity in the
United States, as a result of the spread of COVID-19 (coronavirus).

International Trade Exports in this industry are    Medium and Decreasing

Imports in this industry are    Medium and Steady

Exports

The United States represents the largest destination for exports from the Sand and Gravel Mining industry in
Canada. Under the United States-Mexico-Canada Agreement, Canada and the United States can export and import
goods without preferential import tariffs on either side, under normal conditions. The agreement makes conducting
business across the expansive United States-Canada border very easy and domestic producers have little trouble
supplying to the large market in US construction and manufacturing. Still, exports represent a small share of total
revenue due to the expenses involved in transportation and the low unit value of industry products. As a result, the
majority of exporting companies are located close to the border, where they have the advantage of geographical
proximity. Other than the United States, no country is expected to account for more than 3.0% of total exports. The
next-largest export destinations are the United Kingdom, China and Japan. Overall, exports are expected to decline
at an annualized rate of 2.8% to $258.9 million over the five years to 2022, with exports representing 12.1% of
industry revenue in 2022.

Imports

Similar to exports, the largest share of industry imports comes from the United States, at about 80.0% in 2020. Still,
imports are only expected to satisfy about 25.0% of domestic demand in 2022, due to the amount of supply
available domestically. Companies close to the US border sell to Canadian construction, manufacturing and drilling
companies. Other significant sources of imports include Brazil, Greece and China. In 2022, imports from Brazil and
Greece are expected to account for 8.7% and 3.9% of industry imports, respectively. Overall, imports are expected
to increase an annualized 0.1% to $603.1 million, despite a decline of 18.5% in 2020 as a result of less domestic
demand due to the spread of COVID-19 (coronavirus). Growing imports of frac sand are expected to push up
imports as a share of domestic demand over the five years to 2027.
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Business
Locations

  The distribution of businesses in the Sand and Gravel Mining industry in Canada tends to follow the distribution of the country's
population. While Canada's land resources include a wealth of sand, gravel and mineral deposits across its surface area, mines
and quarries located close to downstream markets are far more competitive than those located far from downstream buyers.
Geographical proximity ensures prompt delivery to customers and also significantly cuts down on transportation costs, which is an
important factor in an industry with little to no product differentiation.

The spread of establishments therefore mirrors the distribution of population across Canada. Ontario has the largest share of
establishments, with 33.5% of all domestic mines and quarries located in Canada's most populous province in 2022. Quebec
holds the second-largest share of industry establishments at 20.1%, followed by Alberta and British Columbia at 16.8% and
14.5%, respectively. Alberta's share of industry establishments outstrips its share of the population, but this is primarily because it
is the largest producer of oil and gas domestically.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

Market share concentration in the Sand and Gravel Mining industry in Canada is low. While the industry does
feature some large international players, only three operators, HeidelbergCement AG, Aecon Group Inc. and CRH
Canada Group Inc. (CRH), are expected to capture more than 5.0% of the total market in 2022. Due to the costs
associated with transporting industry goods to markets, companies typically operate within a specific regional
market. Focusing on a limited geographical area enables operators to secure local industries and businesses to sell
their products to and also permits them to focus on resources in a specific region. Canada is geographically vast
and it is difficult for any single operator to be large enough to spread its operations across the country and operate
successful in disparate locations. Operators tend to focus on building a strong presence within a limited
geographical market where a smaller number of operators compete. The majority of industry operators are small
companies, as more than 95.0% of industry establishments employ fewer than 100 employees and 80.0% of
establishments employ fewer than 20 employees, according to 2020 figures from Statistics Canada (latest data
available). As a result, the industry is highly fragmented and is likely to remain that way over the coming years.
Market share concentration is expected to increase over the five years to 2022, primarily because CRH, one of the
industry's largest players, has expanded its number of operating locations.

Key Success
Factors

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

Downstream ownership links:
Many of the successful operators in this industry are vertically integrated with downstream construction materials
manufacturing, wholesaling or construction operations.

Availability of resource:
Mine and quarry operators must have long-term access to suitable metallic mineral deposits that can be efficiently
exploited.

Ability to take advantage of government subsidies and other grants:
Companies that can secure contracts based on government funding for infrastructure construction are likely to
guarantee long-term revenue streams.

Ability to control total supply on market:
Successful operators dominate the supply of sand, gravel, clay, ceramic and refractory minerals within a regional or
niche market.

Ability to expand and curtail operations rapidly in line with market demand:
Successful producers have a capacity to read future trends in demand and alter production accordingly.

Adaptability of operations to comply with social distancing protocols:
The inherent nature of mining operations, which typically involves many workers in a fairly close proximity, makes it
necessary for operators to adapt operations to comply with social distancing protocols.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
estimated to account for 7.5% of revenue in 2022, down from 8.9% in
2017. Profit is largely determined by the prices companies receive for
the products sold, which typically fluctuate based on construction
activity and demand for building products. In addition to prices, the
volume of products sold affects a company's production capacity, which
in turn increases profit. When companies operate at greater production
capacity, they increase their revenue while keeping their fixed costs
constant. As a result, greater production volumes typically lead to
higher profit. However, the spread of COVID-19 (coronavirus) is
expected to significantly reduce demand from downstream markets for
industry products and increase transportation costs for operators,
reducing profitability.

 

  Wages

Wage costs account for the second-largest share of industry revenue.
According to 2020 data from Statistics Canada (latest data available),
an estimated 75.0% of wage costs are devoted to production workers'
wages and the remainder is spent on administrative and other wages.
Industry wage costs are expected to account for 17.0% of industry
revenue in 2022, down from 18.0% in 2017.
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  Purchases

Purchase costs are estimated to account for the largest share of
industry revenue in 2022. Inputs include consumable components such
as chemicals, explosives and cutting blades. The items industry
operators purchase tend to be the same and prices do not fluctuate
heavily. Still, when demand increases, companies purchase more items
to boost their production capacity. Purchases are expected to account
for 62.7% of industry revenue in 2022, up from 60.4% in 2017.

 

  Marketing

Marketing expenses for the industry are minimal and are expected to
account for 0.3% of revenue in 2022, remaining steady over the five
years to 2022.

 

  Depreciation

Depreciation expenses for this industry are estimated to account for
6.3% of industry revenue in 2022 and have remained a steady share of
revenue over the five years to 2022. Depreciation expenses tend to be
fairly stable and prices for this industry's products are less volatile than
many other mining industries, which helps keep depreciation charges
fairly consistent as a share of revenue.
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  Rent

Industry rental costs are primarily related to equipment rental, as
building rental costs are minimal. Rental costs for a typical operator are
estimated to account for 1.2% of revenue in 2022 and have remained
steady during the period.

 

  Utilities

Utility costs are typically higher in mining industries due to the energy-
intensive nature of mining activities. In 2022, expenditure on utilities is
expected to account for 1.4% of industry revenue, up slightly from 1.3%
in 2017 due to increased production.

 

  Other Costs

The industry features a range of other costs, including subcontracted
activities and business administration and transportation expenses.
Operators also have costs related to insurance and waste cleanup, as
well as any potential expenses related to environmental cleanup and
management. In 2022, other costs are expected to account for 3.8% of
industry revenue, up from 3.5% in 2017.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  Competition in the Sand and Gravel Mining industry in Canada is based
principally on product pricing and the capacity to supply customers with
desired quantities.

Production is geographically dispersed in locations close to the raw material deposits and end users (i.e.
construction and manufacturing markets). The low unit value of the industry's product and the relatively high
transportation costs severely limit the economically efficient threshold of product delivery. Hence, the location of the
quarry or mine can significantly influence the price of industry products. The level of competition within local markets
is considered to be intense and the trend toward increased consolidation activity has heightened industry
competition over the past decade.

Within the construction sand and gravel segment of this industry, competition is mainly based on price and the
capacity of quarries to deliver adequate quantities of commercial-grade product. Contracts for the supply of large
volumes of sand or gravel to major construction projects are typically proposed to local suppliers and the successful
bid comprises a combination of low material price per ton, low cartage costs and adequate supply availability.
Several large-scale multi-establishment companies tend to dominate the construction aggregate market at a
regional level. Large-scale companies typically have other construction material operations, such as crushing stone
and cement production, which enables these operators to use an established distribution and marketing network,
along with greater financial resources, to compete with smaller localized producers.

There is a relative abundance of construction sand and gravel deposits across the country with almost every state
containing mining and quarrying operations. However, the high transport costs and low unit value significantly limit
the volume of shipments from each mine or quarry. Mine operators are increasingly seeking the most cost-efficient
methods of transportation, such as railroad or ship transport, to lower costs and provide a competitive edge.

Within the industrial sand (silica) segment of this industry, competition is broadly price based, though mines and
quarries generally differentiate on the quality of the product. Large-scale downstream manufacturers (e.g. glass
makers) require a consistent standard of silica input in production and must be assured of an adequate supply.

Within the clay, ceramic and refractory minerals mining and quarrying segment of this industry, competition is
generally based on a combination of price and a consistency of quality. Downstream manufacturers generally enter
into long-term supply contracts with quarry operators for the supply of suitable materials for advanced ceramic
products, building products and refractories.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Increasing



Sand & Gravel Mining in Canada January 2022

28 IBISWorld.com

  Relatively high barriers inhibit the entry of new
competitors into the Sand and Gravel Mining industry in
Canada. Abundant supplies of low-value construction
sand and gravel deposits are located across Canada, but
high transport costs limit the market threshold serviced by
individual mines and quarries. Additionally, the existing
players hold a dominant position in most regional
markets.

The principal barrier to the entry of new competitors is the
degree of vertical integration of the major players in this
industry such as HeidelbergCement AG, which typically
hold substantial interests in the downstream construction
materials manufacturing and distribution industries (e.g.
cement, asphalt and concrete products). Within the silica
and clay mining segments of this industry, the leading
manufacturers of downstream products often have an
ownership interest in suitable raw material quarries or
long-term arrangements with suppliers. Hence, the
existing supply relationships between the incumbent
large-scale players in this industry and the major
downstream customers (i.e. manufacturers, public
agencies and construction companies) may make it
difficult for new entrants to establish a viable foothold in a
regional market.

The investment requirements necessary to establish
mines and quarries may pose an additional obstacle to
the entry of new competitors, particularly given the
intensively cutthroat conditions with existing players. In
addition, the environmental and zoning regulations of
state and local governments have generally made it
increasingly difficult to acquire permits to develop new
quarry operations and expand existing quarries. Further
tightening of regulatory controls will enhance the value of
existing mineral reserves and limit the capacity of new
entrants.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Sand and Gravel Mining industry in Canada has a medium level of globalization that is growing. Several of the major
construction sand and gravel miners are subsidiaries of international companies. These companies include the German
company HeidelbergCement AG and the US company Martin Marietta Materials Inc. The trend toward international
expansion is stronger in the construction sand and gravel quarrying segment of this industry. Meanwhile, the level of
globalization is lower in the silica sand and clay mining and quarrying segments, which are more closely aligned with the
local downstream manufacturing operations.

International trade in percentage terms when compared with revenue within the industry is fairly low, with exports typically
accounting for less than 15.0% of revenue. Exports are projected to decline over the five years to 2022 due to shrinking
global demand from downstream construction and industrial markets. In particular, the spread of COVID-19 (coronavirus)
resulted in a decline in exports of 18.5% in 2020 alone. The response to the spread of coronavirus increased
transportations costs, which already represent a significant expense for operators, which lowered the incentive for
industry operators to sell to foreign markets.
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Major Companies

Major Players CRH Canada Group Inc.

Market Share: 15.7%

  Founded in 1970 through a merger of two major Irish public companies, CRH PLC (CRH) is based out of Dublin.
The company is one of the largest global building materials companies, with operations in 32 countries and about
80,000 employees. According to the company's 2020 annual report (latest data available), CRH generated $41.0
billion in total revenue. CRH entered this industry in 2015, when it acquired a variety of assets from Lafarge SA and
Holcim Ltd. as part of the merger agreement between those two companies. While CRH already had some presence
in the Canadian market, it had no presence in the domestic Sand and Gravel Mining industry. However, the
acquisition made it one of the industry's largest players.

CRH participates in this industry through its domestic subsidiary, CRH Canada Group Inc. (CRH Canada). The
company has several operating segments that are primarily differentiated by location and it participates in this
industry through its Americas materials segment, which includes sales of cement, aggregates, asphalt, ready-mixed
products and construction contract activities. Only aggregates are relevant, although the company does use a
significant share of the aggregates it produces as part of the production of asphalt and other products.

In addition to its formal entry to the industry in 2015, the company also subsequently expanded its domestic
industry-relevant operations. In 2017, the company grew its number of domestic quarries from 25 to 41, helping it
grow as a share of industry revenue toward the end of the period. CRH also recently completed a major acquisition
of Ash Grove Cement Company in the United States for $4.1 billion. However, this does not affect CRH Canada's
industry-relevant revenue.

Financial performance

The company's industry-relevant revenue is expected to increase at an annualized rate of 8.3% to $337.5 million
over the five years to 2022. Recent growth is primarily due to an expansion of the company's industry-relevant
operations in 2017, which prompted revenue growth of about 90.0% that year. Company revenue is reported in
euros and a depreciation of the domestic dollar against the euro produced currency translation effects that boosted
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revenue as well. The company's expansion has enabled it to maintain a strong profit margin during the second half
of the reporting period, despite economic volatility due to the COVID-19 (coronavirus) pandemic. Overall, the
company's industry-relevant operating profit, defined as earnings before interest and taxes, is expected to grow an
annualized 10.5% to $40.1 million over the five years to 2022.

 
CRH Canada Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 226.1 N/C 24.3 N/C
2018 258.9 14.5 29.2 20.2
2019 284.7 10.0 34.8 19.2
2020 333.4 17.1 39.0 12.1
2021 320.6 -3.8 37.6 -3.6
2022 337.5 5.3 40.1 6.6

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)

HeidelbergCement AG

Market Share: 13.9%

  HeidelbergCement AG (HeidelbergCement) was founded in 1874 and is headquartered in Heidelberg, Germany.
The company is a major player globally in the production and distribution of building products such as aggregates,
cement, concrete and other building materials. The company also offers ready-mixed concrete, concrete products
and concrete elements, in addition to other products and services. Outside of Europe, HeidelbergCement operates
in countries across the world including the United States, the United Kingdom, Indonesia and Australia. The
company employed 53,122 workers across the world in 2020 and generated $26.9 billion in total revenue, according
to its 2020 annual report (latest data available).

HeidelbergCement began operating in Canada in 1993 and Canada is the company's sixth-largest country by
revenue. The company operates 23 aggregate facilities in Canada as of 2019, which comprise its industry-relevant
operations. The company manufactures recycled construction aggregates, crushed stone, gravel products, sand
products and concrete aggregates. In addition, the company has cement plants, cement terminals, ready-mixed
concrete facilities, concrete products facilities and brick and roof tile manufacturing plants.

In the Canadian aggregates market, HeidelbergCement operates major quarries and deposits in locations very close
to populous urban areas. As a result, the company claims it is the largest supplier in the markets in which it
operates. The company's reliance on the Canadian market has led HeidelbergCement to expand, both organically
and by acquisition. The company completed its biggest acquisition when it acquired Italcementi SpA in 2015 for a
total consideration of $2.1 billion for a 45.0% stake. The company subsequently increased its stake to more than
96.0% in 2016. To comply with various antitrust regulations in several countries, the company divested several
assets primarily in Belgium and the United States.

Financial performance

IBISWorld estimates that the company's industry-relevant revenue will grow at an annualized rate of 4.7% to $297.3
million over the five years to 2022. The company's revenue growth was particularly strong in 2019 due to significant
construction activity in downstream markets and strong consumer spending activity, leading to growth of 35.6%.
Notably, HeidelbergCement has profit exceeding the industry average, due to its vertical integration and strong
reputation. However, IBISWorld expects the company's operating profit, defined as earnings before interest and
taxes, to decline an annualized 2.0% to $42.4 million over the five years to 2022. The decline in profit is primarily a
result of increased operating costs caused by the COVID-19 (coronavirus) pandemic.
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HeidelbergCement AG (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 236.0 N/C 46.9 N/C
2018 232.1 -1.7 37.8 -19.4
2019 314.7 35.6 43.7 15.6
2020 278.7 -11.4 39.4 -9.8
2021 277.5 -0.4 41.0 4.1
2022 297.3 7.1 42.4 3.4

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)

Aecon Group Inc.

Market Share: 7.8%

  Headquartered in Toronto, Aecon Group Inc. (Aecon) is Canada's largest publicly traded construction company. The
company has about 10,000 employees and has about 15 facilities across Canada. Its operations are broken down
into four business segments, which include infrastructure, energy, mining and concessions. According to the
company's 2020 annual report (latest data available), Aecon generated $3.6 billion in total revenue.

The company's industry-relevant operations are situated within the construction segment, which comprises a variety
of other activities that are not industry relevant. This segment focuses on building Canada's commercial,
transportation and infrastructure networks, including industry-relevant upstream mining activities. Previously, the
company's industry-relevant operations were reported in the infrastructure segment, until the company's reporting
structure changed in 2018.

In 2017, Aecon's construction and materials operations were found in violation of the Ontario Water Resources Act
related to a project carried out in 2013. This is one of several challenges endured by Aecon over the past two
decades in Canada, including fines for a natural gas explosion. Additionally, the company has entered discussions
related to the divestiture of its mining operations in North America, which would end the company's status as an
industry-relevant operator. However, at this time, it appears that the company's industry-relevant operations are still
functional. Typically, about 10.0% of the company's operations are classified as industry relevant.

Financial performance

Similar to the industry's other major operators, Aecon's industry-relevant revenue is expected to grow during the
period, as a result of favourable economic expansion during most of the period, which drove downstream demand.
Overall, IBISWorld expects Aecon's industry-relevant revenue to grow an annualized 11.7% to $167.4 million over
the five years to 2022. Similarly, the company's industry-relevant operating profit, defined as earnings before interest
and taxes, is expected to increase an annualized 23.8% to $6.2 million over the five years to 2022. However, this
level of profit represents a lower than average level of profitability for an industry operator.

 
Aecon Group Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2017 96.2 N/C 2.1 N/C
2018 132.0 37.2 3.6 71.4
2019 140.5 6.4 4.9 36.1
2020 147.6 5.1 6.1 24.5
2021 164.2 11.2 5.7 -6.6
2022 167.4 1.9 6.2 8.8

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Due to the Canadian Sand and Gravel Mining industry's low level of market share concentration and the nature of
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obtaining mineral rights for industry products in Canada, there are several sizeable operators across Canada that
fail to exceed 5.0% of industry revenue. Since most operators focus on maximizing market share in a regional
market, IBISWorld expects the number of major operators in this industry to remain at a similar level for the
foreseeable future.

Martin Marietta Materials Inc.

  Market Share: 0.6%
  Headquartered in Raleigh, NC, Martin Marietta Materials Inc. (Martin Marietta) is a large producer of aggregate

products including crushed stone, sand and gravel for the construction industry. In addition to its industry-relevant
aggregates business segment, the company also operates a specialty products business segment, manufacturing
magnesia-based chemical products for industrial, agricultural and environmental uses, as well as dolomitic lime used
in steel manufacturing. According to the company's 2020 annual report (latest data available), the industry-relevant
aggregates business delivers aggregate construction products from more than 300 quarries, mines, distribution
facilities and plants. Martin Marietta sells its products to a variety of downstream customers located across the
United States, Canada, the Bahamas and the Caribbean Islands. The aggregates business segment recorded
revenue of $3.7 billion in 2020, according to the company's 2020 annual report (latest data available). Prior to the
period, the company expanded its share of the US market with a $2.7 billion acquisition of Texas Industries Inc., a
supplier of aggregates and heavy building materials. Nevertheless, only a small percentage of the company's
facilities are located in Canada, therefore its involvement in the Canadian industry is minimal. IBISWorld estimates
that the company's industry-relevant revenue will total $12.8 million in 2022, accounting for 0.6% of industry
revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Sand and Gravel Mining industry in Canada has a
moderate to high level of capital intensity. Industry
operators do require substantial amounts of tools such as
earthmoving and dredging equipment, along with cartage
transport fleets. This is common for the mining industry, as
extraction processes are typically highly capital intensive,
although the processes used to extract materials from
open-surface aggregate quarries are less intense than
underground mining of metals and similar goods. The
industry also has a high working capital requirement
because operators require sufficient capital to survive
during periods of low prices, when revenue may
temporarily be insufficient to cover costs.

The ratio of labour costs (employee compensation) to
depreciation charges is indicative of an industry's relative
capital intensity, as this shows the amount of revenue
absorbed by labour inputs and capital inputs into
production. In 2022, an estimated $0.37 is allocated toward
capital for every $1.00 spent on labour. Capital intensity is
slightly lower than other mining industries as labour costs
are fairly high and the value of industry production is
typically lower than mining operators in other industries.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

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.

Very Low Innovation
Concentration

Very
Unlikely

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

Very Low Ease of Entry Very
Unlikely

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

Medium Rate of Entry Potential 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.

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

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, operators in the Sand and Gravel Mining industry in Canada do not
experience any disruption to their operations that is attributable to
technological advances in competing industries.

This is primarily because there are no substitute products for those mined by the industry in the traditional sense, as mining
represents one of the base sectors of an economy and the sand and gravel that is sourced by operators in this industry
cannot be easily replaced by substitute products as a result.

The level of technology change is    Low

  The Sand and Gravel Mining industry in Canada is subject to a relatively low
degree of technological change.

The principal products mined by this industry, construction sand and gravel, have a low unit value and are extracted by
basic surface mining operations, involving blasting, scraping and dredging. The additional processing of extracted minerals
is confined to rinsing and screening, both of which use technology that changes little over time. However, producers have
increasingly sought to reduce labour costs by investing in labour-saving technologies. Nevertheless, this trend toward
automation is not expected to bring about any significant change in industry product or production volume.
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Several of the downstream markets for industry products are subject to rapidly changing technological developments. This,
in turn, increases demand for consistently high-quality specialist products, most notably silica and clays, for use in the
manufacture of advanced ceramics for communications, computer and automotive applications.

Revenue
Volatility

The level of volatility is    High

  Volatility in the Sand and Gravel Mining industry in Canada is partly moderated
by the spread of demand across many downstream markets.

For example, industrial sand, which typical accounts for about 30.0% of industry production, has dozens of applications in
the industrial and manufacturing sectors. However, while the industry does have some stable demand from long-term
infrastructure investment programs, private investment in construction activities is much more volatile and this can play a
factor in industry revenue volatility. As a mining industry, demand can also be influenced by legislation and trends in
environmental regulations, although it is to a greater extent affected by yearly fluctuations in construction markets.

Trends in international trade and the relative value of the Canadian dollar and the currency of the industry's major trading
partners, primarily the United States, can also affect industry revenue. For instance, in 2015, the Canadian dollar declined
significantly during a year of strong construction growth in the United States and exports spiked 16.4% that year. Over the
five years to 2022, industry volatility has been higher than normal, primarily due to a decline of 22.3% in 2020, when the
volume of industry production fell significantly as a result of COVID-19 (coronavirus).

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The Sand and Gravel Mining industry in Canada is heavily regulated.

Federal and provincial laws dictate issues such as land zoning, mineral rights, claiming stakes, environmental protection,
air quality and emissions. As mining processes become more sophisticated and mining operations expand to new locations,
regulation is increasing.

MINERAL RIGHTS

In Canada, mineral rights do not come with land ownership.

Mineral rights are usually owned by the provincial government in about 90.0% of cases and cannot be purchased by
individuals or companies. Rather, individuals and companies lease mineral rights to extract minerals. In cases where
mineral rights are privately owned, deposits can usually be sold independently of surface rights. As a result, surface rights
and mineral rights on the same property can be held by different owners.

Regulating mining activities for publicly owned mineral deposits falls under provincial or territorial jurisdiction, as per the
Canadian Constitution. As a result, there are 13 separate sets of legislation that determine the specifics of mineral rights
and claim staking. In Nunavut, the Department of Indian Affairs and Northern Development continues to regulate mining
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and exploration activities.

EXPLORATION AND DEVELOPMENT

In some provinces, companies or individuals must have a prospector's licence
to engage in exploratory activities.

In other provinces, exploration does not require a prospector's licence, but staking claims, such as leasing mineral rights,
does require a prospector's licence. Claims are typically between 16.0 and 25.0 hectares in size and different provinces and
territories specify a maximum claim an individual can stake, varying between 256.0 and 500.0 hectares. Mining companies
can circumvent the maximum individual claims by having different individuals stake claims on different sets of land and
consequently transfer them to the company.

Traditionally, prospectors had to stake a claim by physically visiting a certain piece of land and demarcate the claim with
wooden posts and boundaries cut through forest. However, in some provinces, map staking has become possible, whereby
prospectors can stake a claim on a piece of land without ever having visited it. Collecting data remotely, by satellite imagery
or by flying a geophysical survey over an area, has made map staking feasible and often more efficient in recent years.
Map staking can come with additional regulations, but in some cases, individuals can stake claim on a larger portion of
land.

ENVIRONMENTAL REGULATIONS

Pollutants and air emissions also form a major basis for industry regulation.

Under Environment Canada's National Pollutant Release Inventory (NPRI), industry operators are required to report
emissions for every step of mining and processing along the way, including overburden removal (i.e. removing the topsoil or
rock above a deposit), blasting, wind erosion of surface stockpiles, large stationary equipment exhaust and emissions from
unpaved roads (i.e. from road dust). Prior to recent regulations, many smaller companies were exempt from reporting
because their production or employment figures fell below a regulation threshold. However, all companies that participate in
mining activities are now required to report their emissions.

Aside from emissions regulations designated by the NPRI, other federal environmental regulations that affect the industry
include the Canada Water Act, the Arctic Waters Pollution Prevention Act, the Fisheries Act, the Canada Wildlife Act and
the Territorial Lands Act. Additional provincial or territorial regulations may add to these federal regulations.

Industry
Assistance

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

The Sand and Gravel Mining industry in Canada does not benefit from any
protective import tariffs.

Nevertheless, the low price of industry products, compared with other mined or mineral products, makes it less attractive to
import industry products because the shipping costs make it too expensive. The industry receives the brunt of its assistance
indirectly through government funding for projects that use industry products, especially for infrastructure projects.

The New Building Canada Plan is the longest and largest federal infrastructure plan in Canada's history. In all, $53.3 billion
in federal funding is provided for infrastructure projects between 2014 and 2024. The New Building Canada Plan and other
federal funding boosts demand for construction activity, which in turn boosts demand for industry products such as sand
and gravel that are used to make construction aggregate for numerous infrastructure products. As a result, federal funding
for infrastructure indirectly provides assistance for the industry. For example, construction sector powerhouse and industry
major player Aecon Group Inc. pointed to the New Building Canada Plan as a potential driver of growth in its industry-
relevant infrastructure business, according to its 2017 annual report.

In addition to government funding, assistance is provided by industry associations, including the nationwide Mining
Association of Canada (MAC). The MAC and provincial or local associations represent the industry's interests in front of
government, provide public relations for the industry and organize conferences and educational activities to promote best
practices among industry players.

Additionally, industry operators likely qualified for government assistance programs that were instituted in Canada as a
result of the spread of COVID-19 (coronavirus). The government announced the Canada Emergency Wage Subsidy, which
covered up to $847.00 per week of an employee's wages for eligible employers. The Canada Emergency Business Account
provided interest-free loans to small businesses of up to $40,000. Large operators were able to apply for bridge financing
through the Large Employer Emergency Financing Facility. Also, industry operators benefited from government assistance
to downstream construction and manufacturing industries, which fuelled demand for industry products.
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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)

Value of
Nonresidential

Construction
($b)

2013 2,306 744 1,057 629 4,802 201 408 350 2,513 184
2014 2,136 842 976 630 6,369 219 505 476 2,422 191
2015 2,219 796 869 572 5,835 255 541 446 2,504 173
2016 2,819 876 902 551 5,831 257 457 447 3,018 156
2017 2,401 797 871 552 5,837 298 600 433 2,703 157
2018 2,534 814 926 560 5,708 276 696 442 2,953 162
2019 2,474 744 864 559 5,463 266 641 406 2,850 162
2020 1,923 605 847 535 4,639 260 522 339 2,185 151
2021 2,114 655 860 541 4,934 255 597 363 2,456 145
2022 2,145 660 851 534 4,933 259 603 364 2,489 156
2023 2,195 673 852 534 4,982 266 615 369 2,544 167
2024 2,229 681 848 531 5,003 270 623 371 2,581 172
2025 2,265 690 846 529 5,029 275 631 374 2,620 176
2026 2,300 699 839 524 5,052 280 639 376 2,659 180
2027 2,245 683 823 515 4,952 274 622 369 2,593 185

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of
Nonresidential

Construction
(%)

2013 5.07 -1.06 8.18 3.79 -8.85 -4.06 26.2 -8.22 8.85 4.79
2014 -7.37 13.1 -7.67 0.15 32.6 9.05 23.9 36.3 -3.62 3.83
2015 3.84 -5.43 -11.0 -9.21 -8.39 16.4 7.11 -6.49 3.39 -9.50
2016 27.1 10.0 3.79 -3.68 -0.07 0.90 -15.5 0.35 20.5 -9.94
2017 -14.8 -8.98 -3.44 0.18 0.10 15.6 31.3 -3.20 -10.4 0.84
2018 5.55 2.15 6.31 1.44 -2.22 -7.20 15.9 2.05 9.26 2.66
2019 -2.36 -8.66 -6.70 -0.18 -4.30 -3.88 -7.90 -8.02 -3.52 0.48
2020 -22.3 -18.7 -1.97 -4.30 -15.1 -2.15 -18.5 -16.5 -23.3 -6.85
2021 9.93 8.26 1.53 1.12 6.35 -2.05 14.3 7.04 12.4 -3.80
2022 1.46 0.71 -1.05 -1.30 -0.03 1.72 1.08 0.30 1.34 7.03
2023 2.33 2.01 0.11 0.00 0.99 2.58 1.95 1.26 2.21 6.99
2024 1.54 1.17 -0.47 -0.57 0.42 1.73 1.25 0.65 1.46 2.94
2025 1.60 1.32 -0.24 -0.38 0.51 1.81 1.30 0.72 1.51 2.40
2026 1.55 1.37 -0.83 -0.95 0.45 1.78 1.26 0.66 1.47 2.49
2027 -2.39 -2.28 -1.91 -1.72 -1.98 -2.22 -2.68 -2.08 -2.48 2.50

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2013 32.3 16.2 8.71 480 15.2 4.54 72,782
2014 39.4 20.8 10.3 335 22.3 6.53 74,800
2015 35.9 21.6 11.5 380 20.1 6.71 76,350
2016 31.1 15.1 9.13 483 15.9 6.46 76,676
2017 33.2 22.2 12.4 411 18.0 6.70 74,148
2018 32.1 23.6 10.9 444 17.4 6.16 77,383
2019 30.1 22.5 10.7 453 16.4 6.32 74,373
2020 31.5 23.9 13.5 415 17.6 5.48 73,119
2021 31.0 24.3 12.0 428 17.2 5.74 73,591
2022 30.8 24.2 12.1 435 17.0 5.80 73,829
2023 30.7 24.2 12.1 441 16.8 5.85 74,026
2024 30.5 24.1 12.1 446 16.7 5.90 74,195
2025 30.5 24.1 12.1 450 16.5 5.94 74,349
2026 30.4 24.0 12.2 455 16.4 6.02 74,505
2027 30.4 24.0 12.2 453 16.4 6.02 74,435

Figures are inflation adjusted to 2022
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Additional Resources
Additional
Resources

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

Infrastructure Canada
http://www.infrastructure.gc.ca/index-eng.html

Natural Resources Canada
http://www.nrcan.gc.ca/home

Pit & Quarry
http://www.pitandquarry.com

Mining Association of Canada
http://www.mining.ca

Industry Jargon CONSTRUCTION AGGREGATE
A category of coarse material used in construction, typically made of sand, gravel and crushed stone.

HYDRAULIC FRACTURING
Also known as fracking, a process to break apart shale rock formations with water, chemicals and sand to extract oil
and gas deposits.

MINERAL RIGHTS
Property rights to exploit an area for the minerals it harbours, usually below the surface.

REFRACTORY
A substance designed to resist heat, often used to line furnaces or kilns or for other industrial uses.

SILICA
Chemically known as silicon dioxide, also known as industrial sand, a fine-grained sand used for a variety of
industrial and chemical inputs.

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

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

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

REGIONS
Prairies | AB, SK, MB
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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