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

  INDUSTRY REPORT 21311CA

Oil & Gas Field Services in Canada

Out of gas: A lack of sufficient pipeline infrastructure to bring commodities to markets will
likely hinder industry growth

Samuel Kanda  |  January 2021



Oil & Gas Field Services in Canada January 2021

2 IBISWorld.com

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

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

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

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

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

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

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

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

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

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

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

COMPETITIVE LANDSCAPE.......................... 22

Market Share Concentration............................................. 22
Key Success Factors........................................................22
Cost Structure Benchmarks............................................. 23
Basis of Competition......................................................... 25
Barriers to Entry............................................................... 26
Industry Globalization........................................................26

MAJOR COMPANIES...................................... 27

Major Players.................................................................... 27
Other Companies.............................................................. 28

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

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

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

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

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

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



Oil & Gas Field Services in Canada January 2021

3 IBISWorld.com

COVID-19
(Coronavirus)
Impact Update

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

· Governmental aid is expected to help the Canadian Oil and Gas Field Services industry recover after the
COVID-19 (coronavirus) pandemic. For more detail, please see the Industry Outlook chapter.

· Demand for industry products and services is expected to decline as a result of the coronavirus pandemic. For
more detail, please see the Demand Determinates chapter.

· Demand from the industry's major markets is expected to improve after the expected economic recovery from the
coronavirus pandemic. For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in the Oil and Gas Field Services industry in Canada provide support services to oil and gas extraction

companies and mining and quarrying companies. These services include drilling, reserve estimates, pressure
pumping, cementing and well maintenance.

Major Players Schlumberger

Main Activities The primary activities of this industry are:

Exploration drilling

Development drilling

Contract drilling for minerals and metals

Mine or well support services

The major products and services in this industry are:

Oil and gas exploration drilling

Oil development drilling

Gas development drilling

Predrilling research

Mineral drilling, exploration and related services
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Supply Chain

SIMILAR INDUSTRIES

Oil Drilling & Gas Extraction in
Canada

Coal Mining in Canada Iron Ore Mining in Canada Stone Mining in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Oil & Gas Exploration &
Production

Oil & Gas Field Services in the
US

Cementing Oil & Gas Well
Services

Petroleum Exploration in Australia

Mineral Exploration in Australia Mining Support Services in
Australia

Petroleum & Natural Gas Support
Activities in the UK

Test Drilling & Boring in the UK

Mining Support Services in New
Zealand
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Industry at a Glance
Key Statistics

$25.0bn
Revenue

Annual Growth

2016–2021

0.4%

Annual Growth

2021–2026

4.2%

Annual Growth

2016–2026

 

$1.4bn
Profit

Annual Growth

2016–2021

-3.0%

  Annual Growth

2016–2021

 

5.6%
Profit Margin

Annual Growth

2016–2021

7.9pp

  Annual Growth

2016–2021

 

13,393
Businesses

Annual Growth

2016–2021

-2.1%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

64,651
Employment

Annual Growth

2016–2021

-1.7%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

 

$6.5bn
Wages

Annual Growth

2016–2021

-0.9%

Annual Growth

2021–2026

2.8%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

10.6%
Demand from oil drilling and gas
extraction

3.4%
Demand from mining (except oil
and gas)

8.7%
World price of natural gas

3.6%
World price of steaming coal

3.3%
Freight of refined petroleum and
coal products

10.3%
Price of Canadian oil

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Industry Assistance

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
Very High   Capital Intensity

High

  Regulation & Policy
Heavy / Steady   Competition

High / Steady

 

Key Trends

 Domestic crude oil and natural gas prices have been highly
volatile

 The world price of natural gas has fallen alongside crude oil
production

 Volatile natural gas and oil prices have had a deleterious
effect on profit for operators

 Operators will likely experience higher profit over the next
five years

 Rising prices of mineral commodities should prompt growth
in the Canadian mining sector

 Improved prospects will likely attract new entrants to the
industry

 Declines in commodity prices have resulted in falling
domestic capital expenditure on an array of industry-relevant
activities
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  Very high Volatility

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Freight of refined petroleum and coal products

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Demand from oil drilling and gas extraction
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Executive Summary Out of gas: A lack of sufficient pipeline infrastructure to bring
commodities to markets will likely hinder industry growth

Operators in the Oil and Gas Field Services industry in Canada have experienced volatile market conditions over the
five years to 2021. World commodity prices performed well over the years leading up to the reporting period.
However, a fall in natural gas and crude oil prices adversely affected revenue in 2015, 2016 and 2020. While
conditions began to improve in 2017 as prices returned to growth, they remain low relative to the peaks reached
prior to the reporting period. Over the five years to 2021, IBISWorld forecasts revenue will rise an annualized 0.3%
to $25.0 billion. Industry revenue is expected to grow 12.8% in 2021 alone. The growth in 2021 can be mainly
attributed to the expected economic recovery from the COVID-19 (coronavirus) pandemic and the resulting rise in
commodity prices.

Demand for industry services is closely linked to commodity prices. The sharp decline in oil and gas prices cut into
activity levels and revenue for downstream extraction industries, forcing operators to lower prices and cutting into
demand for industry services and profit, which was negative in 2016. Over the past five years, these declining prices
have resulted in falling domestic capital expenditure on an array of industry-relevant activities. For example,
exploration drilling and services expenditure declined 29.8% between 2015 and 2018, according to Statistics
Canada. As the price environment changed and revenue dropped, downstream operators had to put off such
expenditures until conditions improved.

Over the five years to 2026, IBISWorld projects industry revenue will grow an annualized 4.2% to $30.8 billion. With
the prices of oil and gas forecast to rise, this will likely benefit operators by expanding demand from downstream
industries, benefiting prices and profit. While the production of crude oil is forecast to rise, prices will still remain
below those experienced prior to the previous reporting period. According to the Canada's Energy Future 2019
report by Canada Energy Regulator, annualized production growth is expected to be at a lower rate than what was
forecast in prior years, highlighting that the period will likely feature constrained growth. One factor damaging the
industry has been a lack of sufficient pipeline infrastructure to bring commodities to markets. If this infrastructure can
be expanded, it will likely benefit commodity prices and industry revenue.
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Industry Performance

Key External
Drivers

Demand from oil drilling and gas extraction

The volume of oil and gas produced in Canada affects demand for oil and gas field support services. As demand for
oil and gas increases, oil and gas extractors seek services from contractors in this industry. Demand from oil drilling
and gas extraction is anticipated to increase in 2021.

 

Price of Canadian oil

The price of Canadian oil directly affects oil extraction activity, and therefore, demand for support services. Rising oil
prices typically lead to increased demand for oil drilling and extraction. With greater demand and activity, oil
extractors contract out support services to industry operators. The price of Canadian oil is expected to increase in
2021.

 

World price of natural gas

High natural gas prices bolster revenue for gas extractors. As a result, rising natural gas prices increase extractors'
demand for a range of support services, including drilling services provided by this industry. In 2021, the world price
of natural gas is expected to increase.

 

Demand from mining (except oil and gas)

Industry operators provide drilling and other support services for mining and minerals industries. As a result, a strong
mining sector raises demand for industry services, thereby fuelling revenue growth. In 2021, demand from the
mining sector (except oil and gas) is anticipated to slightly increase, representing a potential opportunity for the
industry.

 

Freight of refined petroleum and coal products

The price of freight for refined petroleum and coal products plays a large factor in revenue for industry operators
since downstream markets factor freight in their total costs. The more expensive freight is, the more costs
downstream markets endure, resulting in more pressure for industry operators to lower prices to appeal to their main
markets. The price of freight for refined petroleum and coal products is expected to increase in 2021.

 

World price of steaming coal

Downstream coal mining companies benefit from improved revenue when coal prices are high, which leads to
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greater demand for the mining support services that industry operators provide. In 2021, the world price of steaming
coal is expected to increase, posing a potential threat to the industry due to the decreasing demand in coal power.

 

Current
Performance

The Oil and Gas Field Services industry in Canada is integral to the
discovery and production of crude oil and natural gas resources.

Demand for industry services is closely linked to activity levels in oil and gas extraction markets. As a result, industry
performance is closely tied to the prices of oil and gas and trends in their markets, which can be affected by a
variety of domestic and international factors. Huge declines in prices between 2015 and 2016, in addition to 2020,
led to a sharp drop in activity in downstream markets, slashing demand for industry services. While prices have
recovered slightly since their low point in 2016, they plummeted once again due to the COVID-19 (coronavirus)
pandemic, and this has contributed to struggling industry performance overall. Still, industry revenue is projected to
rise at an annualized rate of 0.3% to $25.0 billion over the five years to 2021, with an estimated rise of 12.8% in
2021 alone. The rise in 2021 can be mainly attributed to the massive fall in revenue in 2020 and the expected
economic recovery from the coronavirus pandemic.

The decrease in 2020 is mainly attributed to the coronavirus pandemic and the Russian-Saudi price war, which
caused massive demand decreases and a surplus in supply. These two events caused the prices of oil and gas to
decrease dramatically in 2020, and has resulted in a decrease in demand for industry operators. Since oil and gas
extraction companies have been forced to slow down operations, due to an oversupply of oil and from a decrease in
demand for fuel, as a result of travel restrictions, demand for industry products and services has fallen.

OIL AND GAS PRICE VOLATILITY

Domestic crude oil and natural gas prices have been highly volatile over
the five years to 2021, and this volatility contributes to significant
instability.

A variety of factors such as global overproduction alongside slowing growth in emerging markets have helped drive
down prices in 2015, 2016 and 2020. The world price of crude oil fell 15.7% in 2016 and 33.4% in 2020. Crude oil is
primarily produced in landlocked Alberta and relies on long-distance pipeline transportation to shipping terminals in
Eastern Canada and the Gulf Coast. The domestic situation was further complicated by a lack of sufficient pipeline
transportation infrastructure that helped to depress prices of domestic crude oil.

The world price of natural gas has fallen alongside crude oil production over the past five years. This was partly
influenced by the shale gas boom derived from developments in drilling techniques such as hydraulic fracturing and
directional drilling, which dramatically increased natural gas production in North America. Furthermore, a steep
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decline in the price of natural gas in 2020 due to an economic slowdown from the coronavirus pandemic, coupled
with volatile weather conditions, reduced demand for natural gas.

EFFECT OF PRICES ON INDUSTRY DEMAND

As a result of the severe price fluctuations experienced by crude oil,
natural gas and coal, industry revenue has been highly volatile over the
past five years.

Recovering prices of each commodity in 2017 and 2018 helped fuel significant activity in the Canadian energy
sector, with downstream businesses taking advantage of high prices to boost production, drill more wells and invest
heavily into exploring and site development. This led to significant growth in demand for industry services and
prompted an industry boom, with revenue reaching as high as an estimated $29.8 billion in 2019.

However, when prices began to fall in 2015, 2016 and 2020, activity in downstream energy sectors cooled
significantly. The average number of weekly active oil rigs in Canada, as measured by the Baker Hughes Company,
fell 33.4% between 2019 and year-end 2020, with the number of gas rigs declining 15.0% during the same time
frame, significantly diminishing demand for industry services. Further, with tanking commodity prices, investment
into a variety of industry activities fell sharply. However, with subsequent declines in commodity prices, exploration
drilling expenditure continued its slide over the next several years. Notably, while mineral exploration and mining
engineering construction expenditures also fell during that time frame, they did not fall to nearly the same extent,
helping to push mining as a share of industry demand up over the five years to 2021.

LANDSCAPE AND PROFIT

Volatile natural gas and oil prices have also had a deleterious effect on
profit for industry operators, resulting in wild swings since 2015.

When commodity prices are high, downstream companies are willing to pay high fees for drilling and support
services, helping boost industry profit and industry revenue. However, when commodity prices fell, industry
operators were forced to lower rates for many industry activities, lowering their profit margin while also cutting into
revenue figures. Operators performing highly capital-intensive drilling activities lost significant streams of revenue,
while small companies with noncapital-intensive services lacked the power to negotiate favourable service rates,
and as a result, industry profitability was negative in 2016. While the subsequent recovery in oil prices has benefited
profit, it has still declined significantly. Industry profit, measured as earnings before interest and taxes, is expected to
account for 5.6% of revenue in 2021, up from a loss of 2.3% in 2016.

Despite revenue slightly rising over the past five years, some operators were forced out of the industry due to a low
profit margin. The number of industry enterprises has fallen an annualized 2.1% to 13,393 companies over the five
years to 2021. The number of employees has fallen at a similar rate, with large companies laying off several
contractors to cut down on expenses. Overall, the number of industry employees is expected to decline an
annualized 1.7%, totalling 64,651 people over the five years to 2021.
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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)

Price of
Canadian oil

(CA$ per
barrel)

2012 40,776 19,373 13,663 12,535 98,906 N/A N/A 10,152 N/A 73.2
2013 42,150 19,028 15,687 14,420 99,435 N/A N/A 10,354 N/A 75.0
2014 51,018 20,964 17,000 15,636 102,008 N/A N/A 10,497 N/A 81.3
2015 31,765 12,821 16,980 15,574 86,373 N/A N/A 8,777 N/A 45.1
2016 24,607 9,228 16,336 14,891 70,279 N/A N/A 6,769 N/A 39.1
2017 30,194 11,807 15,706 14,203 77,491 N/A N/A 7,772 N/A 50.6
2018 29,304 11,956 15,386 13,787 76,521 N/A N/A 7,459 N/A 49.9
2019 29,760 13,062 14,640 13,053 73,154 N/A N/A 7,325 N/A 58.8
2020 22,188 8,896 14,415 12,894 60,234 N/A N/A 5,979 N/A 36.2
2021 25,039 10,617 15,059 13,393 64,651 N/A N/A 6,483 N/A 42.3
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Industry Outlook
Outlook Over the five years to 2026, the Oil and Gas Field Services industry in

Canada is anticipated to recover and propel its growth, with both crude oil
and natural gas prices forecast to improve.

With stronger commodity prices, this will likely lead to operators charging higher prices for their services, bolstering
industry revenue. Further, commodity prices for a variety of minerals are forecast to improve as well over the next
five years, and improved activity in downstream mining industries is also expected to benefit the industry. As a
result, IBISWorld expects industry revenue to grow at an annualized rate of 4.2% to $30.8 billion over the five years
to 2026.

In addition to recovering commodity prices, industry operators are also expected to recover from governmental aid
as a result of the COVID-19 (coronavirus) pandemic. Due to the major economic shock from the coronavirus
pandemic, governmental aid has been put in place to help stimulate the economy along with specific sectors such
as energy. The Canadian government has provided up to $1.7 billion to help clean up orphan and inactive oil and
gas wells to help maintain jobs and keep industry operators operational during the 2020 economic downturn. In
addition to cleaning up old and unused wells, the government will provide up to $750.0 million to help reduce
harmful emissions in Canada's oil and gas sector. These government programs will help keep industry operators
afloat during the 2020 pandemic and help them prosper over the next five years. Furthermore, industry operators will
be able to benefit from other financial support such as income tax deferments, wage subsidies and low interest
loans.

PRICES, ACTIVITY LEVELS AND DOMESTIC INFRASTRUCTURE

Given the large share of demand generated by the energy sector, it is
ultimately oil and gas prices that will likely dictate the level of demand for
industry services required by downstream extraction industries and the
prices industry operators are able to charge.

While these commodity prices are highly variable, currently, the world price of natural gas is forecast to rise an
annualized 3.1% over the five years to 2026, and the world price of crude oil is forecast to rise an annualized 4.4%
during the same period.

In addition, rising prices of mineral commodities such as copper and nickel should prompt growth in the Canadian
mining sector. With growing downstream demand from the industry's major customers, there will likely be greater
demand for contract drilling and support services and geological exploration, which are the primary activities for this
industry.

However, while prices have grown sporadically and are expected to grow after 2021, they still remain below recent
peaks, and the most recent production forecasts show a more constrained outlook than in previous years. Further,
the current forecast for demand for natural gas extraction over the next five years is estimated to increase, with
demand forecast to rise an annualized 7.7% over the five years to 2026.

One factor complicating domestic oil and gas prices is the lack of sufficient infrastructure to transport domestic
goods to markets. As new pipeline infrastructure is built over the next five years, that will likely benefit the industry.
For example, the Keystone XL pipeline, while currently on hold, would significantly bolster capacity if and when it is
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developed. However, while infrastructure development is crucial to downstream demand for industry services, some
projects have had difficulty getting off the ground in recent years. In October 2017, TransCanada announced that it
would cancel its Energy East pipeline, which would have carried 1.1 million barrels of crude oil from Alberta to the
Atlantic Coast. Meanwhile, other projects have had difficulty getting approval from the government, which rejected a
proposal from Enbridge for a Northern Gateway pipeline that would have run for 1,177.0 kilometres from Alberta to
an export terminal in British Columbia. While there are other projects in development, the underlying economics of
any project can change with fluctuations in commodity prices or production levels, making it a hazardous planning
process. However, the governmental aid in the cleanup of orphaned and abandoned oil and gas wells is expected to
boost industry growth by providing more jobs and creating more functioning wells when demand for oil and gas
returns to normal levels.

PROFIT GROWTH ATTRACTS NEW ENTRANTS

Compared with the five years to 2021, industry operators will be able to
charge higher service rates over the next five years due to growing
demand for drilling and support services.

Drill rigs will likely remain active for longer hours to enable downstream companies to quickly access oil and gas
reserves. As a result, industry operators, especially large companies that own drilling equipment, will likely
experience higher profit. However, high internal competition is expected to continue among industry operators,
which may engage in price competition to attract services. Overall, IBISWorld expects the industry profit margin to
decrease slightly over the next five years as competition is expected to rise.

Despite the high internal competition, improved prospects over the next five years will likely attract new entrants to
the industry. IBISWorld forecasts the number of industry enterprises will grow an annualized 1.1% to 14,155
companies over the five years to 2026. Industry employment is expected to also rise as operators seek additional
manpower to operate drill rigs. Over the five years to 2026, industry employment is projected to increase an
annualized 2.4% to 72,886 workers.

Despite these positive prospects, the degree of industry growth is contingent on the successful completion of
infrastructure projects. Delays in infrastructure projects will likely keep domestic crude oil and natural gas prices
depressed compared with world prices. As a result, oil and gas drilling activity will likely remain constrained, limiting
revenue growth for industry operators.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of
Canadian oil

 (CA$ per
barrel)

2021 25,039 10,617 15,059 13,393 64,651 N/A N/A 6,483 N/A 42.3
2022 27,652 11,366 15,537 13,746 68,376 N/A N/A 6,917 N/A 46.1
2023 28,404 11,419 15,593 13,768 69,179 N/A N/A 7,020 N/A 48.1
2024 29,129 11,394 15,695 13,834 70,353 N/A N/A 7,151 N/A 50.5
2025 29,938 11,947 15,873 13,971 71,537 N/A N/A 7,287 N/A 53.0
2026 30,798 12,330 16,102 14,155 72,886 N/A N/A 7,439 N/A 55.5
2027 31,633 12,545 16,410 14,416 74,390 N/A N/A 7,602 N/A 58.2
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry services have not changed significantly

Operators provide well-segmented services

Research and development are primarily focused on improving efficiency

The Oil and Gas Field Services industry in Canada is in the mature stage of its life cycle. Over the 10 years to 2025,
industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to rise an
annualized 2.9%. During the same period, Canadian GDP is projected to grow at an annualized rate of 1.9%. The
cyclical nature of the markets upon which industry revenue depends can cause a considerable divergence between
industry performance and the overall economy. Although an IVA that is expected to grow quicker than the Canadian
economy is typically indicative of a growing industry, other factors point to its maturity.

Oil, gas, coal and mineral resources are critical components of the country's energy supply. Crude oil is refined into
gasoline for automobiles and also used in a variety of industrial applications. Natural gas and coal are major sources
of fuel for electricity generation. Finally, mineral and metal resources can be used to manufacture many different
products, such as computer chips and chemicals. As a result, as long as the manufacturing and energy sectors
remain a major component of the domestic economy, there will always be demand for the industry's drilling and
other support services.

Industry operators provide well-segmented services. Small independent operators specialize in information services
such as project management, research and other related services. In addition to information services, larger
operators provide capital-intensive services such as drilling, cementing, well completion, pressure pumping and
other drilling-related services. For the most part, industry services have not significantly changed over the five years
to 2021. Research and development are primarily focused on developing more efficient and environmentally friendly
drilling techniques and machinery, such as automated drills.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Copper, Nickel, Lead & Zinc Mining in Canada

Oil Drilling & Gas Extraction in Canada

Iron Ore Mining in Canada

Coal Mining in Canada

2nd Tier

Petrochemical Manufacturing in Canada

Petroleum Refining in Canada

Iron & Steel Manufacturing in Canada

Copper, Zinc & Lead Refining in Canada

Key Selling Industries
1st Tier

Mining, Oil & Gas Machinery Manufacturing in Canada

Mining, Oil & Gas Machinery Wholesaling in Canada

Chemical Product Manufacturing in Canada

2nd Tier

Machine Shop Services in Canada

Screw, Nut & Bolt Manufacturing in Canada

Metal Plating & Treating in Canada

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Products & Services

  Operators in the Oil and Gas Field Services industry in Canada provide
drilling and other support services to oil, gas and mining companies.

Demand for industry products and services is expected to endure a sharp decline in 2020, mainly due to the ongoing
situation regarding COVID-19 (coronavirus). As the global pandemic diminishes demand for oil and gas, due to a
decrease in travel and manufacturing production, downstream markets have been forced to reduce supply and
production. Since there is a limited supply of fossil fuel storage, companies that mine them will not be able to sell
their supply due to a large drop in demand. Such decreases in demand from downstream markets will inevitably
decrease demand for products and services offered by industry operators due to the lack of mining. Although the
coronavirus pandemic is expected to only be a temporary shock in demand for fossil fuels, the effects of the
pandemic can be experienced from the large decline in revenue experienced in 2020.

OIL DEVELOPMENT DRILLING

Development wells are drilled in areas with proven reserves.

Development wells have considerable depth and require significant capital resources to produce. Industry operators
use drilling rigs and other heavy machinery to produce development wells. After drilling is completed, industry
operators provide other services such as cementing and pressure pumping. Cementing ensures the long-term
stability of the wells, and pressure pumping increases the production capability of wells. Demand for development
drilling services tends to fluctuate in line with the price of various commodities. Huge declines in prices led
development drilling expenditures to decline 15.2% between 2015 and 2018, according to the latest data available
from Statistics Canada. Overall, oil development drilling has fallen as a share of industry revenue to 25.1% in 2021.
The main contributors toward a decline in oil drilling is from the decline in oil prices from macroeconomic shocks
such as the coronavirus pandemic and environmental concerns over the use of oil and the greenhouse gasses
produced during the drilling, transportation and refining processes. This trend is expected to continue over the five
years to 2026 as technological advancements aim toward the use of more environmentally friendly fossil fuels.
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GAS DEVELOPMENT DRILLING

Gas development wells are similar to oil ones except they drill for natural
gasses such as biogenic gas and thermogenic gas.

Similar to oil drilling, industry operators provide other services such as cementing and pressure pumping to ensure
the longevity of wells. Gas development drills have increased as a share of industry revenue to 30.3% in 2021.
Since natural gas emits fewer greenhouse gasses when it is burned, compared with other fossil fuels, companies
have been focusing more on extracting natural gasses to help combat climate change.

OIL AND GAS EXPLORATION DRILLING

Exploration drilling consists of early stage drilling to test for potential
reserves.

The areas drilled often lack proven oil or natural gas reserves. Development wells are typically shallow wells used to
extract soil samples and other similar materials. Companies conduct exploratory drilling because development wells
are capital intensive. In contrast, exploration drilling can use smaller drilling rigs and other less capital-intensive
equipment. Exploration drilling is also known as wildcat drilling, since exploration companies have historically drilled
in remote locations where wild animals can reside. Exploration drilling has slightly decreased over the five years to
2021, mostly because low North American natural gas and oil prices dampened demand for natural gas and oil
wells. In addition, a sharp drop in the price of crude oil in 2015, 2016 and 2020 helped diminish this segment's share
of industry revenue, as operators have opted to wait for conditions to improve before exploring. According to
Statistics Canada, investment in exploration drilling and related services declined 29.8% between 2015 and 2018
(latest data available). In 2021, oil and gas exploration drilling are expected to account for 8.3% of industry revenue
as companies focus on more profitable plays.

PREDRILLING RESEARCH

Before exploration drilling is conducted, industry operators conduct
extensive research on the potential output of the drilling region.

These services, such as reserve estimation, can often be provided by small local companies using minimal capital
equipment. This segment has increased in demand over the past five years, as oil and gas companies have focused
heavily on on-site development-related predrilling research. Predrilling research is expected to account for 15.8% of
industry revenue in 2021.

MINERAL DRILLING, EXPLORATION AND RELATED SERVICES

Industry operators also provide support services for mining industries,
such as coal, potash and other mineral extractors.

This industry provides exploration and development drilling services to mineral extractors. Over the five years to
2021, demand for mining support services has increased as a share of industry revenue to an estimated 20.5%.
However, this is primarily due to sharper declines in demand from other segments. While the prices of many
minerals have declined over the past five years, they have done so to a lesser extent than the prices of crude oil and
natural gas.

Demand
Determinants

Demand for the Oil and Gas Field Services industry in Canada is
dependent on the performance of downstream oil, gas and mineral
extraction industries.

Factors driving demand for oil, gas and mineral drilling include the price of oil, the price of gas, the price of coal,
overall energy price stability, international crude oil production and worldwide economic growth.

Increasing oil and natural gas prices leads to greater demand for oil and gas drilling services, especially if petroleum
prices are expected to remain high over time. This will prompt an increase in drilling contracts because previously
unprofitable drill sites become more attractive to downstream customers. Strengthened demand for contract drilling
services increases the amount of time a drilling rig is in operation. Additionally, industry operators can charge higher
rates for services when downstream demand is strong. Both of these factors fuel revenue growth for industry
operators. Further, higher prices will affect demand for other products, as with greater revenue levels and the
expectation of high prices in the future companies will be more able to invest in exploratory drilling.
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Demand from the mining sector is also affected by the prices of mined products such as coal and metallic and
nonmetallic ore. As prices rise, demand for drilling services from producers increases as they seek to benefit from
high selling prices.

In addition, macroeconomic events play a huge role in demand for industry services as they directly affect the main
downstream markets. During the COVID-19 (coronavirus) pandemic, commodity prices have plummeted, resulting in
a decrease in demand since downstream operators do not profit as much from the low commodity priced
environment. Demand for oil has endured the largest decline due to travel restrictions and the oversupply caused by
the Russia-Saudi price war. Such events caused oil prices to turn negative for a short period of time, as extraction
companies had no place to store such an abundance of oil. The travel restrictions caused by the coronavirus
pandemic have also depleted demand for oil as people are not flying due to closed borders and people are not
driving as much from either being furloughed or new work-from-home policies. Overall, demand for industry services
is expected to decline in 2020 due to the coronavirus pandemic, but is expected to pick back up in 2021 as demand
slowly returns to normal.

Major Markets

  The Oil and Gas Field Services industry in Canada provides drilling and
support services for oil, gas, coal and mineral extractors.

  Over the five years to 2021, all of the major markets have experienced volatile demand, whether it is from climate
concerns, macroeconomic events affecting commodity prices or demand shifts from certain fuels. Climate concerns
are on the rise and have shifted industry operators to focus more on renewable energy and reducing emissions. This
has caused oil extractors' demand of industry revenue to decrease, as natural gas is a more environmentally friendly
fossil fuel. In addition, macroeconomic changes play a huge role in demand for the industry's major markets as
these changes greatly affect demand of fossil fuels and the prices of commodities. Such an example can be
experienced in 2020 from the COVID-19 (coronavirus) pandemic. The pandemic has caused commodity prices to
plummet from the lack of demand and oversupply. As a result of this supply and demand shock, industry operators
have mainly endured a decrease in demand from the oil extractors market since downstream buyers have no place
to store the oil and are therefore forced to slow down operations. However, demand from the industry's major
markets is expected to increase in 2021 and over the five years to 2026 as the expected economic recovery from
the coronavirus pandemic is projected to increase demand from downstream buyers.

OIL EXTRACTORS

Industry operators provide a range of services to oil extractors, including
predrilling surveying and research, exploratory drilling, development
drilling, well cementing and other related services.

The continued growth of oil sand extraction has fuelled demand for oilfield services since oil sands are typically
more expensive to extract. Demand for industry services grew sharply over the years leading up to the reporting
period due to rising prices of crude oil and natural gas. Similarly, North American crude oil prices fell sharply
between 2015 and 2016, driven by shortages in pipeline infrastructure, high levels of supply and slowing global
growth. Oil extractors are expected to account for 35.9% of industry revenue in 2021. Demand has fallen in
response to depressed prices of crude oil and natural gas over the five years to 2021.

NATURAL GAS EXTRACTORS
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Industry operators provide a range of services to gas extractors similar to
the ones for oil extractors.

However, the rapid expansion of natural gas production across North America along with decreased demand in oil
extraction, due to the coronavirus pandemic, has resulted in increased demand for natural gas extraction over the
five years to 2021. In addition, natural gas burns cleaner than oil and coal, which results in a more viable fossil fuel
source due to climate change issues affecting the world. In 2021, natural gas extractors are expected to account for
43.5% of industry revenue.

COAL AND MINERAL EXTRACTORS

Canada has abundant natural resources, including coal, potash, iron,
copper and other minerals.

Industry operators provide exploration and development drilling, research and mine support services to this market
segment. Prices for various minerals have fluctuated significantly over the past five years. However, they have been
somewhat less volatile than crude oil and natural gas and the prices of most minerals have fallen less steeply
overall. While demand for mineral-related industry activities has fallen over the past five years, it has done so at a
slower rate than demand for crude oil activities, with its share of industry revenue reaching an estimated 20.6% in
2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Oil and Gas Field Services industry in Canada provides drilling and support services to oil, gas and mineral
extraction industries. Industry operators do not engage in the international trade of products. However, many larger
companies in this industry operate across the world. For example, industry operators Schlumberger Limited and the
Baker Hughes Company are multinational oil and gas field service providers.

The main international activities for industry operators involve obtaining parts and equipment for operations. The
COVID-19 (coronavirus) pandemic is expected to delay the upstream supply activities due to temporary shutdowns
or pauses in manufacturing facilities from the coronavirus pandemic. The expected temporary reduction in supply
from upstream suppliers is a direct result from the coronavirus pandemic, as manufacturing plants are forced to
abide by new safety measures to ensure the safety of all employees. Even though industry operators do not engage
in international trade, the coronavirus pandemic is expected to put a strain on supply since many companies tend to
import the necessary equipment required for successful operations.
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Business
Locations

  The distribution of establishments in the Oil and Gas Field Services industry in Canada, measured using the level of capital
expenditure in each province, matches the overall distribution of the oil, gas and minerals sector in Canada. For example, Alberta
accounts for the majority of downstream oil and gas extraction companies, while British Columbia accounts for a sizable number
of mining companies due to its deposits of zinc, nickel, copper, coal and other metals. As a result, in 2021, 54.6% of industry
establishments are expected to be located in Alberta, while 16.5% of establishments are estimated to be located in British
Columbia. Another region with a significant proportion of establishments is Saskatchewan, accounting for 12.7% of industry
locations. Over the five years to 2026, IBISWorld anticipates more industry operators will locate to Alberta since pipeline
construction will likely bolster the performance of oil and gas extractors located in the province. This is expected to lead to greater
demand for support services provided by industry operators.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Oil and Gas Field Services industry in Canada has a low level of market share concentration, with the top four
operators estimated to account for 10.7% of industry revenue in 2021. The industry features a wide array of
participants, with the largest operators being international companies such as the Baker Hughes Company and
Schlumberger Limited. However, the vast majority of industry operators are small, with an estimated 75.8% of total
establishments having fewer than 10 employees total. This is partly due to the nature of some of the services this
industry provides. For example, independent engineers and specialists can provide project management and other
noncapital-intensive support services, enabling small operators to participate in this industry. The market share
concentration of the industry as a whole has expanded slightly in recent years, as poor industry performance has
forced numerous small operators out of the industry and larger operators have been better able to weather declining
revenue.

Key Success
Factors

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

Ability to accommodate environmental requirements:
Industry operators are subject to extensive government regulations on emissions levels, toxic waste disposal and
other environmental protection efforts. Failure to comply may result in sanctions and fines.

Access to the latest available and most efficient technology and techniques:
Operators that can access the most efficient drilling rigs and technology can benefit from lower costs.

Having a good reputation:
Operators with an established reputation for quality and efficient work can attract consistent demand from
downstream operators.

Provision of a related range of support services ("one-stop shop"):
Operators that can provide services that range from predrilling research to post drilling competition production have
a competitive advantage. Downstream customers will likely turn to these operators for the convenience of service.

Adaptability of operations to comply with social distancing protocols:
Operators must be ready to adapt their workforce so that employees are able to work while staying safe and
maintaining safe distances to mitigate the risk of getting sick.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 5.6% of industry revenue in 2021. Typically, larger
companies are more profitable due to economies of scale and
technology use. However, falling natural gas and crude oil prices have
cut into the profitability of all companies in this industry by significantly
diminishing the revenue of upstream oil and gas extraction industries,
forcing operators to cut the price of industry services. Industry
profitability fell significantly in 2015, although a recovery in the price of
crude oil helped profit return to growth in 2017. In 2020, profit has
decreased as a direct result of the coronavirus pandemic. Due to the
large decline in commodity prices from lack of demand, industry
operators were forced to cut prices to appeal to their downstream
customers. Industry profit is expected to increase to 5.6% of revenue in
2021 as oil and gas prices begin to rise as the economy recovers from
the coronavirus pandemic, bringing demand for commodities closer to
their regular levels.

 

  Wages

Wages are one of the primary costs for operators, mostly due to the
large number of small companies in this industry. Small operators
primarily provide skilled services, resulting in high wage costs. Some
larger operators offer capital-intensive drilling machinery and
technology, which typically results in lower wage costs. Wages as a
share of revenue tend to fluctuate depending on the health of the
industry. While wages tend to move in same direction as revenue year-
to-year, they do so at a slightly smaller magnitude, and while revenue
has risen at an annualized rate of 0.3% over the five years to 2021,
wages have fallen an annualized 0.9%. This has caused wages as a
share of revenue to fall to 25.9% in 2021.
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  Purchases

Oil and gas extraction and mining support services require a variety of
chemical compounds, which contribute to high purchase costs. For
example, hydraulic fracturing fluid is composed of various chemical
compounds that increase the efficacy of the technique. Other chemicals
can help boost the output of drilled oil and gas wells. Over the past five
years, purchases have moved alongside with profit margin trends, due
to the need for certain products that cannot be reduced significantly
when demand for support services is low. In 2020, purchases are
expected to account for 53.8% of revenue.

 

  Marketing

Marketing expenses are relatively low because acquiring contracts is
primarily done through bidding, which has minimal marketing
requirements. Marketing costs are expected to account for 0.7% of
revenue in 2021.

 

  Depreciation

Depreciation costs are expected to make up 10.9% of revenue in 2021.
This industry is capital-intensive, especially for larger companies
providing drilling services. Industry operators must purchase onshore
and offshore drilling rigs, robotic systems, replacement parts and other
capital equipment. Further, depreciation charges tend to be somewhat
fixed, and as a result, depreciation as a share of revenue will rise when
revenue falls. Over the past five years, depreciation has slightly
decreased, as weak performances during the majority of the reporting
period convinced many operators to not invest heavily in depreciable
assets.

 

  Rent

Rental costs are expected to account for 1.7% of revenue in 2021.
Costs in this category are related to office leases, machinery leases
and warehouse leases to store machinery.
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  Utilities

Utilities are expected to account for 1.0% of revenue in 2021 and
include heating, water and electricity expenses.

 

  Other Costs

This industry invests in research and development (R&D) for new
drilling technology. According to Innovation, Science and Economic
Development Canada, industry operators can spend as much as 5.0%
of revenue on R&D efforts, though industry-wide R&D is comparatively
lower. Outsourced professional services are also a cost component for
industry operators, as are repair and maintenance. Overall, other costs
are expected to account for 0.3% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Operators in the Oil and Gas Field Services industry in Canada experience
a high level of competition due to the large number of small operators in
this industry.

While operators can specialize in particular services, such as drilling or pressure pumping, there are always
numerous other companies operating in the same segment. As a result, it is difficult for operators to differentiate
themselves from competitors, making price and service quality an important basis of competition.

INTERNAL COMPETITION

Service providers typically need to bid for oil, gas and mining contracts.

Price is the main factor in determining which operator is awarded a contract, but quality of service, operational and
safety performance, equipment suitability and availability, location, reputation and technical capabilities are also
important factors. Due to these nonprice factors, operators that have the most experienced and skilled workforce
can gain a competitive advantage. Additionally, service providers that have established working relationships with oil
and gas extractors can benefit from a consistent flow of new contract work.

Industry operators provide both onshore and offshore drilling services. Offshore drilling has a considerably smaller
number of operators than onshore drilling, due to the high capital costs of offshore drilling platforms and the nature
of the domestic industry, as the majority of domestic oil reserves are located on land. In contrast, there are a large
number of small operators participating in onshore drilling, resulting in high competition in this service segment.

EXTERNAL COMPETITION

Industry operators provide specialized services and experience minimal
external competition.

Downstream customers have the resources to operate internal oilfield service teams, but performing support
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services in-house is typically more expensive. Operators have greater technical expertise and efficiency, which
minimizes the incentives for downstream operators to perform services themselves.

Barriers to
Entry

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

  The Oil and Gas Field Services industry in Canada is
protected by moderate barriers to entry, although those
barriers vary widely depending on the specific services
provided. Many industry operators are sole proprietors or
similarly small companies that can easily participate in
this industry by providing information, research and
project management services. However, barriers to entry
are high for operators providing comprehensive oil, gas
and mineral drilling services on land or at sea, while
operators that provide exploration or geological services
have more modest barriers to entry.

Another barrier to entry for companies participating in
certain segments of this industry is its capital intensity.
Even small operators need to acquire specialized
computing equipment. Larger operators need to purchase
drilling rigs and other heavy machinery, all of which
contribute to high capital costs. Additionally, effective
financial management is crucial to success since industry
operators must be able to fund machinery and equipment
until downstream customers start making payments.

This industry is also subject to numerous federal and
provincial laws and regulations concerning land use,
environmental protection and damage prevention, among
others. Operators must obtain permits from the
government to explore and drill for oil and natural gas.
Exploration licences have a maximum duration of nine
years. Government regulations contribute to start-up costs
for new entrants, making it more difficult to enter this
industry.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Steady

  The Oil and Gas Field Services industry in Canada has a medium level of globalization. By definition, operators
provide services to only oil, gas and mining extraction operators in Canada. However, oil, gas and mining are global
industries with several multinational operators that operate in dozens of countries across the globe. For example,
major player Schlumberger Limited (Schlumberger) is based in France, while the Baker Hughes Company (Baker
Hughes) is based in the United States, and both operate in dozens of countries. The industry's largest operators
generate the vast majority of their revenue in other countries, with large companies such as Weatherford
International PLC, Baker Hughes and Schlumberger all generating less than 10.0% of their total revenue
domestically.

Although industry operators only provide services to domestic oil, gas and mining extraction operators, the
COVID-19 (coronavirus) pandemic has put a large strain on downstream buyers, which will subsequently negatively
affect industry operators. Since the industry only services domestic downstream buyers, the coronavirus pandemic
is not expected to affect the globalization levels for operators. Instead, the pandemic will affect the supply of raw
materials needed for industry operators to produce the proper machinery and equipment needed by the downstream
markets. Due to certain manufacturing industries slowing down operations or temporarily shutting them down,
operators will not be able to fulfill their regular demand levels of raw materials and machinery needed to service
downstream buyers.
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Major Companies

Major Players Schlumberger Limited

Market Share: 5.4%

  Schlumberger Limited (Schlumberger) traces its origins back to 1926, when it was founded as a metal ore
prospecting company. Since then, the company has grown to become the largest oilfield services company in the
world, providing comprehensive drilling and well support services for oil, natural gas and mineral ore extractors.
Schlumberger's Canadian headquarters is located in Calgary. Its primary European offices are located in Paris and
the Hague. The company employs an estimated 105,000 people in 120 countries across the world. In 2019,
Schlumberger generated $43.7 billion in total revenue (latest data available).

For most of the reporting period, the company operated with three business segments, which include reservoir
characterization, drilling and production services, all of which perform industry-relevant activities. Following its
merger with Cameron International Corporation (Cameron) in 2016, it began to report a fourth segment associated
with the acquired business. The company offers a range of services, with the drilling segment providing directional
drilling, well cementing and related consulting and information services. Meanwhile, the reservoir characterization
provides a suite of technologies used to find hydrocarbon resources.

Schlumberger has invested heavily into research and development, in addition to acquiring several smaller
technology companies to boost its offerings, and these activities have enabled it to develop dozens of new
technological products and services over the past few years. These developments include a range of small and
valuable tools such as a variety of spectroscopy services relating to mapping or monitoring sites and digital solutions
enabling better construction planning of wells in different environments. To facilitate its research, in 2017,
Schlumberger opened its new Production Technologies Centre of Excellence in Houston, with the goal of solving
challenges related to extracting natural resources from extreme environments. Domestically, the company has also
expanded its footprint somewhat, and in October 2017, it entered an agreement with Torxen Energy Ltd. (Torxen) to
acquire Palliser Block in Alberta from Cenovus Energy Inc. for $1.3 billion. This block consists of oil and gas wells
and relevant facilities, in addition to infrastructure and 323,749.0 hectares (800,000.0 acres) of hydrocarbon
development rights. Torxen is the site's operator, while Schlumberger has rights to the exclusive provision of
services. In 2019, the company introduced its HEAL Systems technology to overcome multiphase slug flow
challenges in producing its horizontal wells, with much success, as these systems enabled more than 25,000 barrels
of oil equivalent of increment production in the first 100 days after installation. More companies are expected to
incorporate this technology to increase production.

Financial performance

IBISWorld estimates that over the five years to 2021, Schlumberger's revenue has decreased an annualized 1.6% to
$1.3 billion. Along with company revenue falling sharply with overall industry revenue in 2016 and 2020 in response
to declining crude oil and natural gas prices, the company was not able to advance as much as it had planned due
to the COVID-19 (coronavirus) pandemic and the resulting adverse economic effects. The company benefited in
2019, with stronger growth than the industry overall, with revenue growing perhaps in connection with its new role
providing services to Torxen at Palliser Block in Alberta. However, weak hydraulic fracturing pricing and decreased
drilling activity in 2020 have offset the rises in revenue in previous years. One of the main reasons for the decline in
2020 is due to the coronavirus pandemic, which has caused commodity prices to plummet and significantly
decreased demand from downstream markets. Conversely, the company's operating profit has increased over the
five years to 2021 as the expected economic recovery in 2021 is forecast to bolster the company's profit margin. The
company's operating profit, measured as earnings before interest and taxes, is expected to rise an annualized
33.3% to $518.9 million over the five years to 2021. This quick recovery in profit is likely due to the economies of
scale Schlumberger's size enables it to generate.

 
Schlumberger Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,460.7 N/C 123.3 N/C
2017 2,038.9 39.6 200.1 62.3
2018 1,922.3 -5.7 190.4 -4.8
2019 2,158.0 12.3 198.1 4.0
2020 1,254.3 -41.9 159.7 -19.4
2021 1,344.7 7.2 518.9 224.9

Source: Annual Report
Note: *Estimates (Figures are converted from USD to CAD)
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Other Companies There are several small independent companies in the Oil and Gas Field Services industry in Canada providing
services, such as predrilling research, that are not capital-intensive. There are also many large multinational oilfield
service companies operating in this industry, although most operators lack sufficient market share to be considered
a major industry player.

Baker Hughes Company

  Market Share: 3.6%
  The Baker Hughes Company (Baker Hughes) was originally founded in 1987 following the merger of Baker

International and Hughes Tool Company. Baker Hughes is a comprehensive oil and gas drilling services provider.
The company is headquartered in Houston, with its primary domestic office being located in Calgary. Baker Hughes
employs over 68,000 workers that serve customers in more than 120 countries, and the company generated $31.9
billion in worldwide revenue in 2019 (latest data available). The company provides drill technology, drilling services
and drilling fluids to oil and gas extractors. Baker Hughes also offers well completion, production optimization and
pressure pumping services.

In November 2014, Baker Hughes agreed to an acquisition by the Halliburton Company for $34.6 billion, though the
companies cancelled their plans in May 2016 amid pressure from US regulators. At the end of October 2016, Baker
Hughes and GE Oil and Gas (GE) announced their intention to merge, and the merger was formally completed in
July 2017. This combined company would expand product and service lines and create greater economies of scale.
However, the combined company appears to have underperformed projections, and as part of GE's decision to
restructure its business, it has sold a large portion of its stake in Baker Hughes, selling 132.3 million shares.

Baker Hughes operates in this industry through two broad business segments. The drilling and evaluation group
segment provides drill bits, drilling services, wireline services and drilling fluids. The completion and production
business segments offer wellbore intervention, artificial lift, production systems, flow assurance chemicals and
pressure pumping. Major customers include large oil and gas companies across the world. IBISWorld estimates that
Baker Hughes will generate $912.3 million in industry-relevant revenue in 2021.

Weatherford International PLC

  Market Share: 1.4%
  Geneva-based Weatherford International PLC (Weatherford) is a major worldwide oil and gas field services provider.

The company employs an estimated 24,000 workers in over 80 countries. Its headquarters are in Switzerland, and
domestically, a majority of its facilities are located in Alberta. Weatherford's primary product segments include
artificial lift systems, completions, drilling services and well construction. Artificial lift systems are used to extract oil
and gas from wells that lack pressure. Completions provide reservoir stimulation designs and engineering
capabilities that isolate zones and unlock reserves in deep waters and other unconventional reservoirs. In 2021, the
company is expected to generate $357.1 million in industry-relevant revenue.

Nabors Industries Ltd.

  Market Share: 0.3%
  Nabors Industries Ltd. (Nabors) is one of the largest land well servicing contractors in North America. The

company's land-based drilling business operates 364 rigs in the United States, Canada and 16 other countries
worldwide. Furthermore, there are 33 actively marketed rigs for offshore drilling operations in the United States and
other countries. The company's Canadian completion and production services segment operates 35 rigs, providing
land well servicing. Nabors also undertakes a variety of ancillary well site services including engineering,
transportation, construction, maintenance, data collection and other support services. Nabors has announced some
new activities over the five years to 2021, with the largest being the commencement in 2017 of Saudi Aramco
Nabors Drilling Company, a joint venture with Saudi Aramco that owns, manages and operates onshore rigs in
Saudi Arabia. However, the company's domestic performance has suffered over the five years to 2021, with its
number of rigs dedicated to Canadian ventures declining from 58 rigs in 2015 to only 35 rigs in 2019 (latest data
available). IBISWorld estimates that Nabors will generate $76.6 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Oil and Gas Field Services industry in Canada has a
high level of capital intensity, in addition to employing a
substantial workforce. Industry services, such as drilling,
rely heavily on machinery and technology, including
sophisticated offshore and onshore oil and gas drilling rigs.
Companies also compete on the quality of their technology
since high quality drilling rigs can decrease drilling time and
improve efficiency. Therefore, industry operators invest
heavily in research and development on technology and
machinery, and companies such as Weatherford
International PLC and Schlumberger Limited have
numerous patented technologies. In 2021, for every $1.00
spent on labour, an estimated $0.42 is spent on capital
investments. Capital intensity has fluctuated in line with
spending levels on wages and capital. Over the five years
to 2021, capital intensity has decreased slightly, as wages
and capital have fallen significantly to account for falling
activity in downstream energy markets, while companies'
capital costs tend to be less flexible. Additionally, projects
in Alberta's oil sands typically require significant amounts
of capital investment due to the unconventional nature of
the resources.

Industry activities such as positioning and operating drilling
rigs, and mineral exploration, are complicated efforts and
require skilled technicians, thus making industry average
wages high. Further, drilling rigs and other oilfield
equipment are in operations during all hours of the day,
adding to employment requirements. Wage costs for this
industry are fairly high and the significant labour
requirements help to moderate the overall level of capital
intensity.
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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.

High Innovation
Concentration

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.

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

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

Very High Market
Concentration

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

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

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

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

The Oil and Gas Field Services industry in Canada is expected to experience a
low to moderate level of technological disruption over the five years to 2021.

As Canada and much of the developed world moves toward renewable energy sources, oil and gas field services are
expected to have less demand in the future. Currently, there is strong demand for oil and gas as these commodities are
used across the entire supply chain. However, major changes, such as the widespread usage of electric vehicles or
significant shift in investment into renewable power, will likely hurt the industry.

The level of technology change is    Medium

  The Oil and Gas Field Services industry in Canada has experienced a
moderate level of technological change over the five years to 2021.

While there is constant research on drilling machinery and technology, research efforts are primarily focused on improving
efficiency, lowering costs and decreasing greenhouse gas emissions. The basic services provided by industry operators
have remained relatively stable in recent years.
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Industry operators provide a wide range of services using different machinery and technology. Contract drilling for oil and
gas uses drilling rigs designed to operate on land or offshore. These include land drilling rigs, jack-up rigs,
semisubmersibles and drill ships. Research and development over the past two decades have focused on improving rig
usability in harsh environments. Research in robotic drilling systems has also helped control labour costs in this industry.

Oil and gas well services providers use a variety of chemicals and equipment. Cementing is the process used to bond the
well and well casing, while isolating fluid zones and maximizing wellbore stability. This is accomplished by pumping cement
and chemical additives to fill the space between the casing and the side of the wellbore. Production enhancements optimize
oil and gas well output through a variety of pressure pumping services, including hydraulic fracturing and acidizing.

Open-hole tools provide information on well visualization, formation evaluation, rock mechanics and sampling. Cased-hole
tools provide cementing evaluation, reservoir monitoring, pipe evaluation, pipe recovery and perforating. In addition,
services include high-temperature lugging and magnetic resonance imaging (MRI).

The drilling fluids used and supplied by some operators in the industry improve wellbore stability and facilitate the
transportation of cuttings from the bottom of a wellbore to the surface. The fluids also help cool the drill bit, seal porous well
formations and assist in pressure control within a wellbore. Fluids usually contain bentonite or barite in a water or oil base
but are often customized by on-site engineers for optimum stability and enhanced oil production.

Revenue
Volatility

The level of volatility is    Very High

  The Oil and Gas Field Services industry in Canada has experienced very high
levels of revenue volatility over the five years to 2021.

Industry revenue is closely linked to activity in downstream oil, gas and mining markets, with activity levels themselves
being a function of demand for and price of their underlying commodities. Demand from downstream oil, gas and mining
sectors exhibited significant year-on-year fluctuations, with the prices of oil, natural gas and various minerals exhibiting
years of highly volatile price swings. For example, the world price of crude oil fell 15.7% in 2016 and 33.4% in 2020, with
the world price of natural gas falling 31.6% and 30.9% over those same years. Over the five years to 2026, revenue
volatility is projected to persist, and the industry is expected to remain exposed to unpredictable external factors.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Operators in the Oil and Gas Field Services industry in Canada are subject to
heavy government regulations regarding oil, gas and mineral extraction and
environmental damages.

FEDERAL REGULATIONS

Industry operators are regulated under the Canada Petroleum Resources Act



Oil & Gas Field Services in Canada January 2021

32 IBISWorld.com

and the Canada Oil and Gas Operations Act.

The Petroleum Resources Act regulates the bidding process for oil and gas resources on government land. Industry
operators must also obtain exploration licences from the federal government to drill and test for petroleum on frontier lands.
Exploration licences have a maximum duration of nine years, with no possibility for renewal or extension.

The Oil and Gas Operations Act regulates drilling activities in the Northwest Territories, Nunavut, Sable Island and offshore
territories of Canada. The legislation protects the property rights of individuals living on land where oil and gas resources
may be present. Additionally, the National Energy Board must approve of any development plans. The National Energy
Board also regulates the general safety and efficiency of oil and gas operations.

PROVINCIAL REGULATIONS

This industry is also regulated under the Canada-Newfoundland Atlantic
Accord Implementation Act and the Canada-Nova Scotia Offshore Petroleum
Resources Accord Implementation Act.

The two laws are agreements between the federal government and respective provincial governments to jointly manage
offshore petroleum resources. Public revenue derived from drilling activities is also shared between federal and provincial
governments.

Additionally, industry operators are regulated by multiple agencies in the Alberta provincial government. These include the
Energy Resources Conservation Board, which regulates the development of Alberta's energy resources. The province's
Department of Energy also grants permits for the exploration and development of petroleum and mineral resources.

Industry
Assistance

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

Operators in the Oil and Gas Field Services industry in Canada provide
services to customers and are not subject to tariff protection.

Additionally, industry operators do not receive direct subsidies from federal or provincial governments. However, there are
many government and private organizations and associations supporting the oil and gas sector, which indirectly help the
industry.

Government business and economic development agencies help prospective operators enter this industry and connect
operators to customers. These include the Atlantic Canada Opportunities Agency, Canada Economic Development for
Quebec Regions and Western Economic Diversification Canada. These agencies work with industry operators to promote
long-term economic growth.

Additionally, oil and gas field services providers benefit government research organizations and laboratories. These include
the National Research Council of Canada, the Natural Sciences and Engineering Research Council of Canada and the
Alberta Research Council. All three organizations provide research and development support to industry operators,
academic researchers and other personnel. Other organizations such as the Canadian Energy Research Institute and the
Petroleum Technology Alliance Canada conducts research on the economic influences and best practices of energy
industries.

In addition, during the COVID-19 (coronavirus) pandemic, industry operators are expected to receive additional government
support to help combat the depressed oil and gas industry. Some examples of aid can be experienced from general
coronavirus relief aid by the Large Employer Emergency Financing Facility (LEEFF), the Canada Emergency Wage
Subsidy (CEWS) and deferring income tax payments until after August 31, 2020. LEEFF will provide bridge financing to
Canada's largest employers to help mitigate the financial affects caused by the pandemic. CEWS will cover 75.0% of an
employee's wage to avoid layoffs during the pandemic.

Additionally, the government has provided $1.7 billion to the energy sector to help clean up orphan and inactive oil and gas
wells. The government has also launched the Emissions Reduction Fund, which will provide $750.0 million to help reduce
greenhouse gas emissions, specifically methane and support workers that have been furloughed due to the economic
effects of the coronavirus pandemic.
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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)

Price of
Canadian oil

(CA$ per
barrel)

2012 40,776 19,373 13,663 12,535 98,906 N/A N/A 10,152 N/A 73.2
2013 42,150 19,028 15,687 14,420 99,435 N/A N/A 10,354 N/A 75.0
2014 51,018 20,964 17,000 15,636 102,008 N/A N/A 10,497 N/A 81.3
2015 31,765 12,821 16,980 15,574 86,373 N/A N/A 8,777 N/A 45.1
2016 24,607 9,228 16,336 14,891 70,279 N/A N/A 6,769 N/A 39.1
2017 30,194 11,807 15,706 14,203 77,491 N/A N/A 7,772 N/A 50.6
2018 29,304 11,956 15,386 13,787 76,521 N/A N/A 7,459 N/A 49.9
2019 29,760 13,062 14,640 13,053 73,154 N/A N/A 7,325 N/A 58.8
2020 22,188 8,896 14,415 12,894 60,234 N/A N/A 5,979 N/A 36.2
2021 25,039 10,617 15,059 13,393 64,651 N/A N/A 6,483 N/A 42.3
2022 27,652 11,366 15,537 13,746 68,376 N/A N/A 6,917 N/A 46.1
2023 28,404 11,419 15,593 13,768 69,179 N/A N/A 7,020 N/A 48.1
2024 29,129 11,394 15,695 13,834 70,353 N/A N/A 7,151 N/A 50.5
2025 29,938 11,947 15,873 13,971 71,537 N/A N/A 7,287 N/A 53.0
2026 30,798 12,330 16,102 14,155 72,886 N/A N/A 7,439 N/A 55.5

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Price of
Canadian oil

(%)
2012 8.97 -0.29 -2.56 -2.41 2.75 N/A N/A 8.05 N/A -5.19
2013 3.36 -1.78 14.8 15.0 0.53 N/A N/A 1.99 N/A 2.45
2014 21.0 10.2 8.36 8.43 2.58 N/A N/A 1.37 N/A 8.40
2015 -37.7 -38.9 -0.12 -0.40 -15.3 N/A N/A -16.4 N/A -44.5
2016 -22.5 -28.0 -3.80 -4.39 -18.6 N/A N/A -22.9 N/A -13.3
2017 22.7 28.0 -3.86 -4.63 10.3 N/A N/A 14.8 N/A 29.4
2018 -2.95 1.26 -2.04 -2.93 -1.26 N/A N/A -4.03 N/A -1.39
2019 1.55 9.25 -4.85 -5.33 -4.41 N/A N/A -1.80 N/A 17.8
2020 -25.5 -31.9 -1.54 -1.22 -17.7 N/A N/A -18.4 N/A -38.4
2021 12.8 19.3 4.46 3.87 7.33 N/A N/A 8.43 N/A 16.9
2022 10.4 7.05 3.17 2.63 5.76 N/A N/A 6.69 N/A 8.98
2023 2.71 0.46 0.36 0.16 1.17 N/A N/A 1.48 N/A 4.33
2024 2.55 -0.22 0.65 0.47 1.69 N/A N/A 1.86 N/A 4.98
2025 2.77 4.85 1.13 0.99 1.68 N/A N/A 1.90 N/A 4.95
2026 2.87 3.20 1.44 1.31 1.88 N/A N/A 2.08 N/A 4.71

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 47.5 N/A N/A 412 24.9 7.24 102,646
2013 45.1 N/A N/A 424 24.6 6.34 104,132
2014 41.1 N/A N/A 500 20.6 6.00 102,903
2015 40.4 N/A N/A 368 27.6 5.09 101,620
2016 37.5 N/A N/A 350 27.5 4.30 96,315
2017 39.1 N/A N/A 390 25.7 4.93 100,294
2018 40.8 N/A N/A 383 25.5 4.97 97,475
2019 43.9 N/A N/A 407 24.6 5.00 100,127
2020 40.1 N/A N/A 368 26.9 4.18 99,260
2021 42.4 N/A N/A 387 25.9 4.29 100,278
2022 41.1 N/A N/A 404 25.0 4.40 101,166
2023 40.2 N/A N/A 411 24.7 4.44 101,473
2024 39.1 N/A N/A 414 24.5 4.48 101,645
2025 39.9 N/A N/A 418 24.3 4.51 101,863
2026 40.0 N/A N/A 423 24.2 4.53 102,061

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Government of Alberta
http://www.alberta.ca

Petroleum Services Association of Canada
http://www.psac.ca

Canadian Association of Oilwell Drilling Contractors
http://www.caodc.ca

Society of Petroleum Engineers
http://www.spe.org

Industry Jargon COMPLETION
Process of making an oil or gas well ready for production, including running tubing into the well and cementing the
well.

DRILLING RIG
A machine used to drill holes for oil and natural gas wells.

HYDRAULIC FRACTURING
Also known as fracking. Pressurized water, chemical additives and propping agents are used to fracture rock layers
and release petroleum and natural gas for extraction.

POTASH
Mined salts that contain potassium. It is used in a variety of applications, such as in fertilizers and oil well drilling
fluid.

WILDCAT DRILLING
When exploration operators drill in remote geographic regions for petroleum reserves. Wildcat refers to the potential
for remote regions to contain wildlife.

WORKOVER
Oil well intervention technique, including replacing the completion of the well.

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
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business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

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

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

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

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

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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