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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 Oil and Gas Pipeline Construction industry in Canada relies on strong economic conditions to generate
revenue. As a result, if economic activity slows, then oil companies will be less likely to finance large capital projects,
drastically constraining revenue. For more detail, please see the Demand Determinants chapter.

• The industry may experience increased market concentration. As available work decreases, some companies may
be forced to merge to survive. For more detail, please see the Market Share Concentration chapter.

• Already volatile, the industry experienced a sharp decline in revenue in 2020 as the COVID-19 (coronavirus)
pandemic drastically increased economic uncertainty. However, revenue will likely rebound in 2021 in tandem with
increased demand as the economy reopens. For more detail, please see the Current Performance chapter.

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

refineries, storage tanks and other related structures.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Petrochemical plant construction

Petroleum refinery construction

Construction management for oil and gas

Distribution pipeline construction

Oil and gas transportation pipeline construction

Gas processing plant construction

Storage tank construction

The major products and services in this industry are:

Oil and natural gas pipeline construction

Oil refineries

Natural gas processing plants

Oil and natural gas production facilities

Other
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Supply Chain

SIMILAR INDUSTRIES

Oil & Gas Field Services in
Canada

Transmission Line Construction in
Canada

Oil Pipeline Transportation in
Canada

Gas Pipeline Transportation in
Canada

Water & Sewer Line Construction
in Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Oil & Gas Pipeline Construction in
the US

Heavy Industry and Other Non-
Building Construction in Australia

Wiring and Pipeline Infrastructure
Construction in China

Heavy Industry and Other Non-
Building Construction in New
Zealand
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Industry at a Glance
Key Statistics

$8.8bn
Revenue

Annual Growth

2016–2021

-4.7%

Annual Growth

2021–2026

3.1%

Annual Growth

2016–2026

 

$519.6m
Profit

Annual Growth

2016–2021

-9.2%

  Annual Growth

2016–2021

 

5.9%
Profit Margin

Annual Growth

2016–2021

-1.6pp

  Annual Growth

2016–2021

 

2,941
Businesses

Annual Growth

2016–2021

0.3%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

31,343
Employment

Annual Growth

2016–2021

-1.6%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$3.5bn
Wages

Annual Growth

2016–2021

0.2%

Annual Growth

2021–2026

2.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

8.7%
World price of natural gas

20.5%
World price of steel

-1.2%
Value of nonresidential
construction

-0.3pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Concentration

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Industry Assistance

Low / Steady

 

Key Trends

 Companies have heavily invested into pipelines to bring oil
and gas goods to market

 The industry experienced strong demand growth for natural
gas processing plants

 Poor performance has caused many operators to lay off staff

 New storage facilities and plants will be essential to handling
rising oil and gas production

 Prices are expected to rise and profitability is forecast to
improve in the near future

 Industry operators will benefit from growth in construction
investment

 Weak prices have contributed to the cancellation of several
projects in recent years
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Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  World price of steel

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  World price of natural gas
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Executive Summary Pipe dreams: Expanded oil and natural gas production will likely
necessitate further pipeline construction

The Oil and Gas Pipeline Construction industry in Canada has experienced significant volatility over the five years to
2021. According to 2020 data from Canada Energy Regulator, oil sands production has risen significantly over the
past decade. Expansion in oil and gas production has prompted investment into accompanying infrastructure,
causing industry revenue to rise sharply previous to the reporting period. However, a global supply glut of oil and
gas prompted sharp price declines over 2016. With declining revenue and profitability, upstream operators cut
capital expenditure. While the situation has improved, domestic oil and gas prices remain low, which has
constrained investment. Overall, IBISWorld forecasts that industry revenue has fallen an annualized 4.7% to $8.8
billion over the five years to 2021. Revenue is expected to rebound 6.2% in 2021 alone as a result of economic
recovery from the COVID-19 (coronavirus) pandemic.

The domestic extraction industry has experienced difficulties due to a lack of pipeline infrastructure capable of
getting domestic production efficiently to export markets. In turn, this has contributed to the depressed prices of
domestic crude oil. For example, while world oil prices rose in 2018, this lack of infrastructure prevented domestic oil
prices from similarly rising. Weak prices contributed to the cancellation of several projects in recent years, including
the embattled Keystone XL pipeline project. In 2018, the Canadian government acquired the Trans Mountain
pipeline from Kinder Morgan Inc. with the intention of financing an expansion project.

The industry is projected to expand over the five years to 2026, buoyed by sustained oil sands production. The
Canadian Association of Petroleum Producers forecasts that oil sands production will increase during the period,
helping drive total oil production. Expanded oil sands production will require investment in upgraded facilities to
process oil and gas. Meanwhile, expanded production of crude oil and natural gas will necessitate further pipeline
construction, stimulating capital investments in refineries, distribution facilities and storage tanks. If the Trans
Mountain expansion can clear its final regulatory hurdles, this would result in increased demand for industry
services. IBISWorld forecasts that industry revenue will grow an annualized 3.1% to $10.2 billion over the five years
to 2026.
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Industry Performance

Key External
Drivers

Value of nonresidential construction

The value of nonresidential construction measures total expenditure on engineering, commercial, industrial and
other nonresidential construction. When nonresidential construction investments increase, more funding is allocated
to oil and gas infrastructure and other related construction projects. The value of nonresidential construction is
expected to decrease in 2021, posing a potential threat to the industry.

 

World price of crude oil

The world price of crude oil is an important determinant of demand for oil pipeline and infrastructure construction.
When oil prices are high, downstream oil extraction and refining operators have incentive to expand operations.
Infrastructure investments may slow when oil prices are unfavourable. The world price of crude oil is forecast to
increase in 2021, representing a potential opportunity for the industry.

 

World price of natural gas

Natural gas extraction, processing and distribution operators outsource infrastructure construction services to the
industry. When natural gas prices are high, downstream operators typically have an incentive to expand operations.
When prices are low, gas extractors may slow down construction activity, lowering demand for industry operators.
The world price of natural gas is expected to expand in 2021.

 

Overnight rate

The overnight rate is a rate set by the Bank of Canada at which major financial institutions borrow and lend short-
term funds to one another. When interest rates are low, construction activity typically picks up due to low-cost
financing. Conversely, higher interest rates make it more difficult to obtain financing for costly oil and gas
construction projects. The overnight rate is expected to fall in 2021.

 

World price of steel

Steel is the primary input for pipelines and components used for oil and gas infrastructure construction. High steel
prices result in high pipeline and building component prices, which put pressure on the industry profit margin.
Although oil and gas infrastructure contractors can pass along some costs to downstream operators, rising steel
prices typically lower industry profitability. The world price of steel is expected to increase in 2021.
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Current
Performance

The Oil and Gas Pipeline Construction industry in Canada provides
comprehensive construction and infrastructure development services for
the oil and gas sector.

Industry operators construct oil and gas transportation pipelines, gas utility distribution pipelines, oil and gas storage
tanks, pumping stations, oil refineries, gas processing facilities and other related infrastructure projects. As a result,
the performance of the oil and gas sector is the primary demand driver for industry services. Typically, oil and gas
companies seek to invest in operations when oil and gas prices are high, leading to heightened infrastructure
construction activity. However, demand for pipeline construction may occasionally increase when oil and gas prices
are particularly low. For instance, pipeline construction expenditure remained high in 2015 and 2016 despite sharp
price declines in oil and gas. New pipelines have needed to transport the increasing supply of oil and gas produced
domestically to export terminals along the coast, enabling oil and gas extractors to bolster revenue through exports.

Industry performance is typically highly volatile. The prices of oil and gas were booming prior to the reporting period,
prompting several years of strong growth as downstream customers expanded production and invested in the
accompanying infrastructure provided by industry establishments. However, the prices of oil and natural gas
crashed leading into the period, bottoming out in 2016, significantly slashing revenue for these downstream
customers. This prompted a decline in expenditure on certain types of structures, cutting into industry profitability.
While the long-term nature of some projects can insulate the industry from the full effect of extreme price swings,
during times of depressed prices, customers often cut back on spending on new projects or put existing projects on
hold. Notably, while global oil prices began to recover in 2017 and 2018, the lack of sufficient pipeline infrastructure
alongside growing production has prevented prices from rising further in 2018, creating a complicated operating
environment for upstream oil and gas operators. Furthermore, demand evaporated over 2020 as a result of
economic uncertainty stemming from the COVID-19 (coronavirus) pandemic, deterring capital investments and
accelerating decline. Overall, IBISWorld estimates that industry revenue will decline an annualized 4.7% to $8.8
billion over the five years to 2021, including a forecast recovery of 6.2% in 2021 alone as oil and gas prices spike
amid high levels of demand due to economic recovery from the coronavirus pandemic.

SLOWING PIPELINE INVESTMENT

Oil and gas production have both increased over the past decade.

This is due to advances in drilling technology making it easier and more cost effective to access petroleum reserves,
in addition to increased investment in production assets and activity. Extracted crude oil is typically transported via
pipeline to refineries and export terminals in Eastern Canada and the United States. The Gulf Coast is the primary
destination for Canadian crude oil due to its high concentration of refineries, storage facilities and shipping terminals.

As Canadian oil and natural gas production has risen, companies have heavily invested into pipelines and related
infrastructure to bring these goods to market. Pipeline expenditure has risen to account for more than 20.0% of
industry revenue as a result. However, Canada still lacks sufficient pipeline infrastructure to efficiently transport
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domestic oil and gas production. This problem has contributed to the stagnant domestic oil prices that have slashed
industry customers' revenue and their ability to further invest in domestic infrastructure.

Further, while investment in pipeline infrastructure rose in 2015 and 2016 despite falling oil and gas prices, several
high-profile pipelines that would have significantly boosted industry revenue have either recently been cancelled or
postponed. For example, the Keystone XL Pipeline, which would require over 500.0 kilometres of new construction
in Canada, was rejected in 2015. While the project was revived under the Trump administration in the United States,
TC Energy Corporation (TC Energy) ultimately cancelled its investment plan in the project in June 2021. Meanwhile,
in 2017, TC Energy cancelled its $15.7 billion Energy East pipeline project that would have brought oil sands
production from Alberta to New Brunswick. The Trans Mountain Expansion Project proposed by Kinder Morgan Inc.
received positive news when the federal government announced it would buy the pipeline and seek outside
investors to finance the expansion, however it remains in limbo as consultations with affected groups are still
ongoing.

GROWTH IN DOWNSTREAM EXPENDITURE

While upstream investment by the Oil Drilling and Gas Extraction industry
in Canada (IBISWorld report 21111CA) in new pipeline infrastructure has
slowed, downstream oil refineries and gas processing plants have slightly
expanded investment, helping to constrain industry revenue decline.

For example, the first new domestic oil refinery in decades was built during the reporting period. This has helped
increase demand from a segment that has accounted for minimal revenue in recent years as refineries in Canada
have struggled to compete with those in the United States. Meanwhile, as domestic natural gas production has
increased, the industry experienced strong demand growth for natural gas processing plants.

INDUSTRY EXPANSION

The Oil and Gas Pipeline Construction industry in Canada is highly
fragmented, with many small subcontractors providing specialized
services.

Local contractors typically develop greater expertise over regional regulations and geographic landscapes, which
reduces construction costs and delays. The number of oil and gas pipeline construction facilities has fallen as a
result of poor performance, with the number of establishments decreasing an annualized 1.4% to 3,175 facilities
over the five years to 2021. As a result of decreasing industry participation, employment has declined. Poor
performance has caused many operators to lay off staff as the number of available projects declines. Overall, the
number of industry employees has declined an annualized 1.6% to 31,343 workers 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)

World price
of crude oil

($US per
barrel)

2012 12,437 5,360 2,506 2,122 31,831 N/A N/A 3,354 N/A 105
2013 13,866 6,121 2,932 2,258 37,491 N/A N/A 3,883 N/A 104
2014 15,230 6,895 3,210 2,444 41,194 N/A N/A 4,373 N/A 96.2
2015 13,198 5,754 3,374 2,677 37,446 N/A N/A 3,884 N/A 50.8
2016 11,208 4,768 3,403 2,894 34,046 N/A N/A 3,423 N/A 42.8
2017 11,454 5,090 3,361 2,997 36,596 N/A N/A 3,693 N/A 52.8
2018 9,949 4,712 3,429 3,048 35,656 N/A N/A 3,478 N/A 68.3
2019 9,341 4,151 3,253 3,021 34,191 N/A N/A 3,354 N/A 61.4
2020 8,297 3,972 3,227 2,982 30,475 N/A N/A 3,339 N/A 41.3
2021 8,807 4,264 3,175 2,941 31,343 N/A N/A 3,456 N/A 59.0
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Industry Outlook
Outlook The Oil and Gas Pipeline Construction industry in Canada is forecast to

experience stronger performance over the five years to 2026 as the
COVID-19 (coronavirus) pandemic recedes.

While the oil and gas sector has invested significantly in industry structures over the past decade, Canada still lacks
pipeline infrastructure that links oil fields in Western Canada to refineries and shipping terminals in Eastern Canada.
Further, Canada currently lacks sufficient infrastructure to transport production to export terminals, which has
created a supply glut that has kept domestic oil prices low relative to global prices.

However, crude oil production is forecast to continue to rise, which will require further infrastructure investment. As
pipelines expand and bolster export volume, prices will continue to rise, making oil and gas extraction more
profitable. Declining profitability in recent years has led to slashed capital investments from upstream and
downstream energy markets. However, if prices rise and these activities become more profitable, oil and gas
extraction revenue will rise and enable increased activity and investment in infrastructure. Furthermore, oil and gas
extraction activities are anticipated to pick up in regions lacking in infrastructure, such as the Northwest Territories,
as exploration continues and new projects start. While some significant pipeline projects that would have sharply
boosted revenue have recently been cancelled or are currently on hold, new storage facilities and plants will be
essential to handling rising oil and gas production moving forward. IBISWorld projects that industry revenue will
grow an annualized 3.1% to $10.2 billion over the five years to 2026.

OIL SANDS LEAD THE WAY

Similar to the five years to 2021, oil sands production growth will be the
primary demand driver of oil infrastructure construction services.

Although investment in future oil sands projection has slowed due to the recent decline in prices, according to 2019
data from the Canadian Association of Petroleum Producers (latest data available), oil sands production will
increase an annualized 2.3% over the five years to 2026. While this growth is far slower than previous years, it is still
forecast to outpace total Canadian light and medium conventional crude oil growth.

In addition to oil pipelines, oil sands production growth will also stimulate capital investments in processing facilities.
Oil sands reserves produce heavy oil, which requires further processing before refineries can use it. As oil sands
production continues to rise as a share of total crude oil production, more upgraded facilities will be needed to
process heavy crude oil. Upgraders use distillation or chemical treatments to reduce the viscosity of heavy crude oil.
The treatment process also removes heavier metals and chemicals from the raw crude. Overall, to meet this
proposed expansion in production, new capacity will need to be built.

Recent high-profile projects have been delayed due to regulatory complications or cancelled outright. However,
prices are expected to rise and profitability is forecast to improve in the near future, resulting in positive growth for
the industry. If the Trans Mountain Expansion pipeline is able to surmount the final regulatory hurdles and begin
construction, it would stimulate industry demand. This will be offset by the Keystone XL Pipeline, which was
cancelled in 2021. The improvement these pipelines would provide to the current supply difficulties would indirectly
stimulate demand by improving the domestic oil price environment, expanding revenue for the extraction industry
and facilitating increased investment.

Domestic natural gas production is anticipated to remain slower than oil production over the next five years. While
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slowing gas production will dampen demand for gas transportation pipelines, industry operators are also anticipated
to contend with falling gas prices as the pandemic recedes and economic conditions stabilize. The world price of
natural gas is forecast to shrink an annualized 1.4% over the five years to 2026.

CONSTRUCTION INVESTMENTS GROW

Industry operators will benefit from growth in construction investment,
especially as economic growth picks up.

Although interest rates are projected to increase over the next five years, nonresidential construction investment is
forecast to grow an annualized 4.0% over the five years to 2026. The growing US economy will particularly benefit
domestic oil and gas infrastructure investments, as many domestic oil and gas extractors are subsidiaries of US oil
and gas companies. As parent companies achieve steadier growth, Canadian subsidiaries will likely have more
available resources for capital investments, benefiting industry growth.

Revenue for the Oil and Gas Pipeline Construction industry in Canada will continue to increase to meet growing
demand from the oil and gas sector. IBISWorld forecasts that the number of industry operators will increase an
annualized 1.0% to 3,095 companies over the five years to 2026, while employment is projected to grow an
annualized 1.7% to 34,169 workers during the same period. Additionally, industry profit will likely rise slightly as
economic conditions stabilize amid the end of the coronavirus pandemic.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

 ($US per
barrel)

2021 8,807 4,264 3,175 2,941 31,343 N/A N/A 3,456 N/A 59.0
2022 9,359 4,509 3,253 3,014 32,448 N/A N/A 3,597 N/A 59.2
2023 9,635 4,600 3,281 3,043 32,960 N/A N/A 3,664 N/A 58.5
2024 9,833 4,663 3,298 3,060 33,381 N/A N/A 3,716 N/A 58.2
2025 10,030 4,731 3,320 3,079 33,747 N/A N/A 3,764 N/A 58.4
2026 10,241 4,811 3,340 3,095 34,169 N/A N/A 3,817 N/A 58.8
2027 10,449 4,894 3,374 3,125 34,661 N/A N/A 3,877 N/A 58.8
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is tied to essential commodities

There is wholehearted market acceptance of industry products

Technological developments are moderate

The Oil and Gas Pipeline Construction industry in Canada is in the mature stage of its life cycle. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is projected to expand an
annualized 0.1% over the 10 years to 2026. During the same period, Canada's GDP is forecast to increase an
annualized 1.9%. While IVA lower than GDP is often indicative of a declining industry, the Oil and Gas Pipeline
Construction industry in Canada is closely linked to the prices of oil and gas, which often dictate the level of
investment energy markets are capable of making into expanded infrastructure. When prices are high, upstream
operators experience higher revenue and can afford to make increased investment into infrastructure capacity
expansion. The prices of oil and gas are highly cyclical and do not necessarily move in accordance with domestic
GDP over a given time frame. As a result, IVA is sometimes out of step with the overall economy.

However, the industry exhibits several characteristics of a mature industry. It has relatively moderate technological
change and stable service offerings, which are both characteristics of a mature industry. Technological
developments in the industry have focused on improving construction safety and efficiency. For instance, industry
operators have benefited from improvements in construction materials, such as metal valves, concrete and steel
pipes. Technological advances also provided opportunities for specialized operators to enter this industry.
Nevertheless, the fundamental process behind pipeline and infrastructure construction has remained relatively
stable. Pipelines, storage facilities and refineries all require a baseline level of functionality, which has not
experienced significant changes. Mature industries typically undergo moderate technological change focused on
improving efficiency.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Oil Drilling & Gas Extraction in Canada

Natural Gas Distribution in Canada

Petroleum Refining in Canada

Petrochemical Manufacturing in Canada

2nd Tier

International Airlines in Canada

Gasoline & Petroleum Wholesaling in Canada

Gasoline & Petroleum Bulk Stations in Canada

Inorganic Chemical Manufacturing in Canada

Plastic & Resin Manufacturing in Canada

Key Selling Industries
1st Tier

Metal Pipe & Tube Manufacturing in Canada

Structural Metal Product Manufacturing in Canada

Metal Tank Manufacturing in Canada

Valve Manufacturing in Canada

Construction Machinery Manufacturing in Canada

Construction & Forestry Equipment Wholesaling in
Canada

2nd Tier

Iron & Steel Manufacturing in Canada

Machine Shop Services in Canada

Screw, Nut & Bolt Manufacturing in Canada

Products & Services

  OIL AND NATURAL GAS PRODUCTION FACILITIES

Oil and natural gas production facilities in the Oil and Gas Pipeline
Construction industry in Canada account for 34.3% of revenue in 2021.

While such facilities have consistently accounted for the majority of industry revenue, their share has recently fallen.
This is due to the difficult operating conditions experienced by downstream oil and gas companies, prompting them
to pull back spending on such facilities until conditions improve. However, as prices begin to recover, it is likely that it
will continue growing as producers invest in new projects that will drive demand for the construction of new
production facilities.

OIL AND GAS PIPELINE CONSTRUCTION

Industry operators construct oil and gas pipelines for long distance
petroleum transportation.

Domestic capital expenditure on oil and gas pipelines rose sharply prior to the period and have increased less
quickly throughout the past five years. Expenditure levels are higher than over the past 15 years due to rising
petroleum and natural gas production in Canada. In particular, advances in drilling and processing techniques have
stimulated oil sands production. Oil sands production has risen faster than conventional oil production over the five
years to 2021. Total domestic crude oil production is forecast to rise an annualized 4.8% during the same period,
according to Canada Energy Regulator. Natural gas production has also steadily increased over the five years to
2021 because hydraulic fracturing has permitted gas extractors to access shale gas reserves more easily.
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Oil produced in Alberta's oil sands reserves is primarily exported via terminals in the Gulf Coast or in Eastern
Canada. However, rising oil production has overloaded existing pipeline capacity during the reporting period,
resulting in a supply glut of crude oil in Canada. Similarly, high levels of natural gas production also bolstered
demand for new pipelines. Therefore, pipeline construction activity has accelerated to accommodate strong demand
for pipeline transportation. Oil and gas pipeline construction is expected to account for 28.7% of industry revenue in
2021. Notably, several significant pipeline projects have been cancelled over the past two years. Had these projects
been initiated, this segment would likely have risen even further as a share of industry revenue.

OIL REFINERIES

Expenditures on oil refineries are estimated to account for a meagre 2.4%
of industry revenue in 2021.

However, this segment is mostly composed of maintenance, repair and upgrade work, since new refinery
construction has been minimal. This segment has actually risen slightly over the past five years as a new refinery in
Alberta operated by the North West Redwater Partnership was finished in December 2017.

NATURAL GAS PROCESSING PLANTS

Natural gas processing plant construction is estimated to account for
9.8% of industry revenue in 2021.

Processing plant construction has grown as a share of industry revenue over the past five years due to rising natural
gas production in Canada. In fact, capital expenditure on natural gas plants has risen sharply relative to the previous
reporting period, indicating increased demand for these facilities.

Hydraulic fracturing, directional drilling and other advances in extraction technology have resulted in booming
natural gas production. Extracted natural gas requires further processing to remove impurities, heavier gases, water
and other chemicals before it can be transported via pipeline. As a result, rising levels of gas production led to
greater demand for natural gas processing, which in turn bolstered processing plant construction investments.

Demand
Determinants

Demand for services provided by the Oil and Gas Pipeline Construction
industry in Canada is driven by the need to upgrade or expand existing
facilities to accommodate higher levels of oil and gas production.

Canadian crude oil production has risen an annualized 4.8% over the five years to 2021, bolstering demand for oil
transportation pipelines and storage facilities. Similarly, rising natural gas production has stimulated demand for
natural gas transportation pipelines and processing facilities.

Conversely, unfavourable petroleum prices may dampen demand for infrastructure construction. For instance,
booming natural gas production caused domestic gas prices to sharply contract over the past five years, which cut
into revenue and profit margins for natural gas distributors. Consequently, demand for gas distribution pipeline
construction fell. Oil refinery construction also experienced stagnant growth due to regulation and competition from
the United States. Typically, United States energy companies and their Canadian subsidiaries transport crude oil
from Canada to refineries located in the Gulf Coast, although the first new Canadian refinery in decades was
recently completed.

Other factors, such as interest rates, also influence demand for infrastructure construction. The overnight rate
increased over much of the past five years, but is expected to plummet in 2020 as a result of the COVID-19
(coronavirus) pandemic. Rising interest rates rise increase financing costs, which can hamper demand for
construction investments. The coronavirus pandemic is also expected to severely constrain demand as economic
uncertainty increases dramatically and demand for oil goes down, dropping prices. In turn, this will result in shrinking
demand for industry services.
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Major Markets

  OIL SECTOR

Operations that provide infrastructure repair, maintenance, upgrade and
construction services for the oil sector are expected to account for 66.3%
of revenue for the Canadian Oil and Gas Pipeline construction industry.

Construction projects include transportation pipelines, storage facilities, oil refineries and other related facilities.
Domestic crude oil production has risen an annualized 4.8% over the five years to 2021, according to the latest
estimates from Canada Energy Regulator, which has bolstered demand for oil transportation pipelines to transport
crude oil refineries and shipping terminals. Further, while demand from refinery construction remains a small share
of industry revenue, the construction of a new refinery in Alberta has boosted this as a share of revenue. However,
continued competitive pressure from the United States is likely to keep putting competitive pressure on the refinery
industry. Typically, Canadian crude oil is shipped to Gulf Coast refineries for refining and processing because United
States facilities have superior capabilities. On average, oil infrastructure construction's share of industry revenue
grown during the reporting period. Notably, the world price of natural gas is forecast to fall at a sharper rate than the
price of crude oil over the reporting period and gas production has been weaker than crude oil production, which has
caused this increase.

NATURAL GAS SECTOR

Construction of natural gas transportation and distribution pipelines,
processing facilities, storage facilities and other related infrastructure
facilities is expected to account for 33.7% of industry revenue in 2021.

Demand for natural gas infrastructure construction is driven by natural gas prices and natural gas production levels.
According to Canada Energy Regulator's Canada's Energy Future 2020 Report, natural gas production has risen
merely an annualized 0.4% over the five years to 2021, which has only moderately stimulated demand for
transportation pipelines and processing facilities. Conversely, rising production across North America over the past
decade has also caused natural gas prices to plummet due to a supply glut. Low natural gas prices cut into the
revenue and profitability of natural gas distributors, which limited demand for distribution pipeline construction during
the reporting period.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Canadian Oil and Gas Pipeline Construction industry only operates domestically and does not participate in
international trade. However, some industry operators are global engineering companies that provide infrastructure
construction in the United States and other countries.
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Business
Locations

  Establishments in the Canadian Oil and Gas Pipeline Construction industry are mostly distributed according to the overall oil and
gas sector in Canada. Alberta is Canada's energy hub, accounting for over half of light and medium conventional crude oil
production and the majority of its oil sands and natural gas production in 2020 (latest data available). Consequently, the province
is home to 69.5% of industry establishments in 2021. Oil and gas infrastructure construction companies are headquartered near
their downstream operators because of the importance of establishing a good reputation. Contractors that can develop strong
relationships with oil and gas companies can win infrastructure contracts more easily.

British Columbia is estimated to account for 12.9% of industry establishments in 2021. British Columbia has minimal crude oil
production, but it accounts for close to one-third of Canadian natural gas output, according to Canada Energy Regulator. The
province has strong demand for pipelines, processing facilities, storage tanks and other related infrastructure due to its position on
the west coast and subsequent access to export markets. Consequently, industry operators have a considerable presence in
British Columbia.

Saskatchewan and Ontario contain 8.2% and 4.7% of industry establishments, respectively, in 2021. Saskatchewan accounts for
a significant amount of domestic crude oil production, which drives demand for oil pipeline and infrastructure construction
services. Ontario has minimal oil and gas production, but the province contains considerable refining facilities. As a result, industry
operators are located in the province to provide repair and maintenance services for refineries. No other province accounts for
more than 1.5% of total industry establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Oil and Gas Pipeline Construction industry in Canada is highly fragmented. The three largest companies are
expected to account for less than 10.0% of industry revenue in 2021. Industry operators are highly dependent on
reputation and specialized expertise, which favours smaller companies. Local operators can more easily navigate
the regional terrain and regulatory landscape, providing them with a competitive advantage over other operators.
Therefore, while the industry does feature several large construction companies with billions in annual revenue,
many of these companies often subcontract out work to local operations. This in turn contributes to a low market
share concentration and a large number of small establishments. Market share concentration has declined slightly
over the five years to 2021, with major player Fluor Canada Ltd.'s revenue declining at a far faster rate than industry
revenue as it has focused on other markets. Further, since generating economies of scale is difficult, the market
share is likely to remain low for the foreseeable future. Although construction equipment and machinery are capital
intensive, smaller companies can easily rent equipment at considerably lower cost, which limits barriers to entry.
However, market concentration may temporarily increase as a result of the COVID-19 (coronavirus) pandemic.
While many of these companies are specialized, they may struggle to survive as demand for industry services
evaporates. Consequently, some may choose to merge or be acquired by larger companies to survive during the
pandemic, which would increase market concentration.

Key Success
Factors

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

Ability to accommodate environmental requirements:
Oil and gas pipeline transportation companies can experience heavy government sanctions if pipelines leak or
contaminate the environment. As a result, contractors must be able to construct pipeline according to environmental
specifications.

Having a good reputation:
Oil and gas infrastructure construction companies, particularly small subcontractors, depend heavily on word-of-
mouth recommendations. Players with an established reputation for quality work can attract greater interest from
downstream customers.

Having a high prior success rate:
Oil and gas infrastructure construction is costly. Therefore, downstream players favour contractors that can
consistently deliver projects on time and within budget. Players with a track record of quality work benefit from
heightened customer interest.

Ability to manage external contracts:
Many larger industry operators outsource work to regional subcontractors that have greater expertise with local
regulations and geographic landscape. Industry operators must successfully manage subcontracts to ensure the
timely completion of projects.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
represent 5.9% of industry revenue in 2021, down from 7.5% in 2016.
Profitability has decreased in recent years due to slowing investment in
infrastructure projects and declining demand has pushed down the
price of industry services. While domestic crude oil production has been
rising over the five years to 2021, primarily driven by increased oil
sands production in Alberta, depressed prices have slowed the pace of
new spending by downstream extraction industries. This in turn has cut
into industry demand. For example, several prominent pipeline projects
have been cancelled in recent years, while the poor economic
conditions brought on by the COVID-19 (coronavirus) pandemic also
has suppressed profit.

Industry profitability will likely grow as investment picks up and the
economy improves, although major growth is unlikely unless new large-
scale pipeline projects can get off the ground. Industry profitability is, to
some extent, affected by steel prices, as steel is a key input into many
industry products and fluctuations in its price can increase purchase
costs for industry operators. Steel prices, which are historically volatile,
have fluctuated significantly over the past five years, a trend that can
complicate the purchase cost environment for operators.

 

  Wages

Similar to the overall construction sector, oil and gas infrastructure
construction operators are dependent on skilled contractors, civil and
petroleum engineers and construction managers. Therefore, industry
employees command high average wages. Additionally, industry
operators often subcontract out work to small, specialized operators.
Small companies with expertise in local terrain can more efficiently
complete projects, providing an incentive for companies to subcontract
out work. Wage costs are expected to account for 39.2% of revenue in
2021. This figure has risen in recent years, primarily because
employment and wage totals tend to be slightly more constant than
overall revenue, which has fallen.
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  Purchases

Purchase costs are estimated to account for 40.8% of industry revenue
in 2021. Industry operators must purchase pipeline, generators, steel
sheets, valves, pumps and other oil and gas infrastructure components.
As a result, purchase costs account for a substantial portion of industry
revenue. Typically, purchase costs move in line with revenue because
operators can cut back on purchases when demand is low. However,
purchase costs have decreased over the past five years as commodity
prices, including steel, fell leading into the COVID-19 (coronavirus)
pandemic.

 

  Marketing

Marketing expenses are estimated to account for 0.7% of industry
revenue in 2021. These tend to be minimal as most construction
companies maintain strong relationships with their clients.

 

  Depreciation

Oil and gas infrastructure construction companies have high capital
costs. Industry operators purchase forklifts, drills, trucks, hydraulic
bending machines and other related heavy machinery. Depreciation
costs have fluctuated over the past five years. Depreciation costs were
higher during the beginning of the five-year period when downstream
demand was rising, though as depreciation tends to be more fixed, they
have since decreased in response to recovering revenue prior to the
COVID-19 (coronavirus) pandemic. Notably, operators will also choose
to rent equipment in years of poor performance, which would serve to
bring down depreciation expenditures as well. Ultimately, there are a
variety of factors influencing this figure during different demand
environments. Depreciation expenses are estimated to account for
3.2% of industry revenue in 2021, a share that has declined over the
past five years.
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  Rent

Many industry operators, especially small subcontractors, rent
machinery and facilities. These small contractors lack the funding to
purchase machinery and facilities. As a result, rental costs are
considerable for the industry, representing 3.3% of revenue in 2021.

 

  Utilities

Construction machinery is energy intensive, which contributes to high
utility costs. Utilities are anticipated to account for 1.5% of revenue in
2021 and have remained stagnant over the past five years.

 

  Other Costs

Industry operators are also subject to taxation, financing, insurance,
administration and other miscellaneous expenses. The industry also
endures high amortization and depletion costs. Other expenses
account for an estimated 5.4% of industry revenue in 2021.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  The Oil and Gas Pipeline Construction industry in Canada is subject to a
moderate level of competition.

Industry operators provide specialized services and endure minimal external competition. Nevertheless, companies
experienced some internal competition for contracts.

Most industry operators are small- to medium-sized contractors that operate in regional markets. Competition may
be high in markets with a high concentration of industry operators. For instance, in regions with high oil drilling
activity, there are typically more contractors providing similar services, which results in greater competition for
contracts. In contrast, only a few local companies can provide services in small markets, resulting in minimal
competition.

In general, industry operators compete on the basis of reputation and cost effectiveness. Companies that
consistently deliver superior quality work can attract strong demand from downstream companies. Large companies
can directly bid for contracts offered by oil and gas companies, while small companies must rely on referrals and
maintain good relationships with larger-scale contractors. Smaller companies build reputations for specialized types
of construction and focus on local markets, permitting them to compete locally for work.

Similarly, companies that can effectively manage budget constraints have a competitive advantage in the industry.
Downstream companies may open contractors to tender, awarding the contract to construction companies that can
offer cost-effective work. Industry operators that maintain high quality work while remaining within budget, can
benefit from strong demand for construction services.

Competition may increase as a result of the COVID-19 (coronavirus) pandemic. Economic uncertainty has resulted
in a crash in the prices of crude oil and natural gas, as well as a reduction in demand for industry services. This may
result in increased competition for the work that remains. Those companies that can successfully secure this work
will have an advantage when economic uncertainty decreases and the coronavirus pandemic recedes.

Barriers to
Entry

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

  Prospective entrants to the Canadian Oil and Gas
Pipeline Construction industry experience moderate
barriers to entry. Most of these barriers to entry are
associated with considerable regional competition and the
technical nature of oil and gas infrastructure construction.
Industry operators, particularly small, local contractors,
depend on a strong reputation for quality work and
expertise. As a result, new entrants have difficulty
attracting contracts from customers and other large-scale
contractors. The lack of an established reputation
presents a barrier to entry for prospective companies.

Oil and gas infrastructure construction is also highly
technical, requiring considerable engineering expertise.
Industry operators are particularly dependent on skilled
contractors, civil engineers and petroleum engineers. New
operators may lack sufficiently skilled employees, making
it difficult to participate in the industry.

Industry operators also require specialized equipment,
such as directional drills, hydraulic bending machines,
pumps and other heavy machinery. Construction
machinery contributes to high capital costs, making it
difficult for companies to enter this industry. In particular,
prospective entrants that want to operate at the national
or provincial level endure high machinery-related capital
costs.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Oil and Gas Pipeline Construction industry in Canada is minimally globalized. Industry operators only provide
construction services within Canada. The industry's largest operator, Aecon Group Inc., is domestically owned and
operated. However, there are also numerous large engineering and construction companies that operate across the
world and have offices located domestically. For example, US engineering companies Fluor Corporation and
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AECOM operate in Canada and globally.
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Major Companies
There are no major players in this industry

Other Companies Aecon Group Inc.

  Market Share: 3.8%
  Aecon Group Inc. (Aecon), headquartered in Calgary and Toronto, is one the largest Canadian construction and

infrastructure development companies. The company operates across three broad sectors, providing general
infrastructure construction, mining construction and energy construction. Aecon's infrastructure segment focuses on
a variety of projects, including utilities, nuclear energy and other sorts of power systems, pipe fabrication and a wide
range of mine site development services.

Aecon has been awarded several industry-relevant pipeline projects in recent years. For example, late in 2018, SA
Energy Group, a joint venture between Aecon and Robert B. Somerville Co. Limited, was awarded a $526.0 million
contract by TC Energy Corporation for construction projects related to its Coastal GasLink Pipeline project in British
Columbia, with construction forecast to be completed in 2022. Meanwhile, in July 2018, that same joint venture was
awarded a $282.0 million contract by Enbridge Pipelines Inc. for pipeline construction related work in Manitoba.
Aecon generated $3.6 billion in total company revenue in 2020 (latest data available). IBISWorld estimates that the
company's industry-relevant oil and gas infrastructure business will generate $337.6 million in revenue in 2021.

Fluor Canada Ltd.

  Market Share: 2.7%
  Fluor Canada Ltd. is the Canadian subsidiary of Fluor Corporation (Fluor), the multinational engineering and

construction company. Fluor was founded in 1912 and has grown to become a globally leading construction
operator. The company provides comprehensive engineering, procurement, construction and maintenance services
for commercial and government clients. Fluor recently changed its operating structure and now operates under four
segments, which include government; energy, chemical and mining; industrial, infrastructure and power; and
diversified services. The company employs nearly 44,000 people and generated $21.0 billion in total revenue in
2020 (latest data available).

The company's Canadian headquarters is located in Calgary, enabling it to easily serve the rapidly growing oil and
gas sector in Canada. Fluor participates in this industry through its energy, chemical and mining segment. This
segment provides a diverse array of services, but its industry-relevant services include engineering and construction
services for refineries, pipelines, processing facilities, upgraders and other related infrastructure projects. The
company's total Canadian revenue declined nearly 80.0% over 2018 alone, but returned to 2017 levels by 2019.
Total company revenue worldwide did not decline to nearly that extent, so it appears that the company had an issue
with its Canadian operations, but there are no specifics indicated in public documents. The company did complete
several projects in Canada in 2017, including construction of a new refinery in Edmonton, AB, as well as two new
projects for an oil sands facility in Fort McMurray, AB. Overall, the company is expected to generate $233.7 million in
industry-relevant revenue in 2021.

AECOM

  Market Share: 0.8%
  AECOM was founded in 1990 by the merger of five Ashland entities. The company has operated in the industry

since October 2014, when it acquired URS Corporation, a multinational construction, engineering and technical
services company that operated in Canada through its URS Flint subsidiary. URS Flint was established in 2012
when URS Corporation acquired Flint Energy Services for nearly $1.3 billion. The company is headquartered in
Calgary, enabling it to easily serve the high concentration of energy companies in Alberta. AECOM employs 54,000
people worldwide and generated $17.7 billion in fiscal 2020 (year-end September, latest data available). It formerly
operated in this industry through its construction services segment, which provided construction, program and
construction management services. However, AECOM re-organized its revenue reporting to geographic segments in
fiscal 2020. The company primarily works on building, infrastructure, industrial and energy projects. IBISWorld
estimates AECOM's industry-relevant segment will generate $72.0 million in revenue in fiscal 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Oil and Gas Pipeline Construction industry in Canada
has a moderate to low level of capital intensity. For every
$1.00 spent on labour, industry operators are anticipated to
spend $0.08 on capital investments in 2021. Similar to
other engineering construction industries, oil and gas
infrastructure contractors have large capital costs.
Operators must use heavy machinery, such as drills,
forklifts, trucks and related equipment, used during the
construction processes. Hydraulic bending machines are
also used to bend individual pipelines to fit the terrain.
However, since the industry is mostly composed of small-
or medium-sized operators, operators typically keep the
average capital cost of operation down by renting or
leasing capital goods rather than purchasing them,
particularly when market conditions have become more
difficult.

Industry operators are also dependent on a large number
of skilled construction workers, engineers and
subcontractors, which results in high average wages and
labour costs. Nevertheless, due to the need for specialized
heavy equipment, the industry is subject to moderate to
high capital costs.
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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.

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.

Medium Ease of Entry Potential 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.

The industry structure creates a moderate level of entry barriers, which is coinciding with a high rate of new competitors
entering the industry. This high rate of entry creates a significant pool of potentially disruptive entities and the industry
structure does not significantly affect their growth potential.

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.

Technological disruption is minimal for the Canadian Oil and Gas Pipeline
Construction industry.

Services are contacted with licensed professionals and the work requires proper permits and licences. Since there is no
technology that provides industry services, it is difficult for technology to disrupt the industry. Overall, the industry has
benefited from technology and leveraged it for operational efficiency, such as the adoption of commercial drones to zone
and scope job sites.

The level of technology change is    Medium

  The Oil and Gas Pipeline Construction industry in Canada has recently
experienced a moderate level of technological change.

Basic pipeline construction technology has not experienced comprehensive changes. Instead, there have been incremental
advances in materials, equipment and construction techniques. In particular, offshore oil and gas drilling infrastructure
construction has experienced considerable technological developments over the past decade as the energy industry has
become more proficient at extracting natural resources from more complicated environments.
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The industry has benefited from improvements in construction materials, such as mechanical valves, concrete, steel pipes
and box culverts. This has provided an opportunity for specialized contractors to develop expertise in installing mortar-lined
and tape-wrapped steep pipes, pretensioned concrete cylinder pipes, high-density polyethylene pipes, ductile iron pipes,
PVC pipes, carbon steel pipes and stainless-steel pipes. The concrete pipe market has experienced significant
technological change due to the introduction of PVC sheet and fibreglass-lined precast concrete pipes. Specialized
concrete pipes adhere to minimum safety standards and are relatively easy to install.

Offshore construction research and development has focused on deep water installation and pipeline design. Offshore
construction is more likely to incur pipeline failure, installation accidents, environmental damages and life cycle costs.
Technological developments, such as terminal sled design, flow assurance, pipeline management and driverless
connection interfaces, have helped reduce offshore construction risks.

Revenue
Volatility

The level of volatility is    High

  The Oil and Gas Pipeline Construction industry in Canada has exhibited a
moderate level of revenue volatility over the five years to 2021.

Similar to most industries within the oil and gas supply chain, demand for industry services is dependent on oil and gas
prices, resulting in very volatile downstream demand. Oil and gas infrastructure construction revenue grew strongly prior to
the reporting period when oil prices reached record. However, when the prices of both oil and natural gas fell significantly in
2015 and 2016, this prompted downstream energy markets to slash spending on new projects and demand for industry
services dwindled. While conditions began to improve in 2017 and 2018, demand became much weaker, reducing volatility
over the past five years.

Another source of industry volatility is its exposure to regulatory and legislative factors, such as the current US
administration's re-permitting of the Keystone XL Pipeline construction project, or the recent cancellation of several
significant pipeline expansion plans in Canada in recent years, such as TC Energy Corporation's decision to cancel its
Energy East pipeline project in 2017. As a result, the industry is projected to remain volatile over the five years to 2026.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Oil and Gas Pipeline Construction industry in Canada is subject to a
moderate level of government regulation.

Pipelines are highly regulated by government agencies due to the potential for major environmental damages. However,
regulations are primarily targeted at pipeline transportation companies that operate pipelines on a daily basis. Construction
companies are only affected by regulations regarding the specifications and safety of pipelines. The National Energy Board
regulates onshore pipelines and sets requirements for pipeline design and construction. Industry operators must ensure
that pipelines and related facilities meet safety standards set by the federal government.

Industry operators must also comply with general regulations on building construction. Building construction is primarily
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regulated by provincial and local governments. Oil and gas companies and industry contractors must obtain permits from
provincial and local governments before breaking ground. Additionally, gas distribution pipelines are used by utilities, which
are heavily regulated by provincial governments. Many Canadian utilities are also Crown corporations of provincial
governments. As a result, provincial utility boards regulate the infrastructure expansion of utilities.

TECHNICAL STANDARDS

The Canadian Standards Association and Canadian Energy Pipeline
Association also develop standards for pipeline safety.

Industry standards account for the design, construction, operation and maintenance of pipelines. Standards also cover
underground petroleum storage. Standards help improve the overall quality and safety of pipeline and oil and gas
infrastructure.

Industry
Assistance

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

Operators in the Oil and Gas Pipeline Construction industry in Canada receive
minimal direct assistance from provincial and federal governments.

Oil and gas infrastructure contractors provide construction services to the energy sector and are not subject to tariff
protection. Consequently, industry operators only benefit from marginal government assistance in the form of favourable
energy development policies. For instance, utility regulators may grant higher prices to gas utilities in exchange for
infrastructure investments, which in turn bolsters demand for industry services.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020, as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until at least
October 23, 2021. The federal government is also accelerating $2.2 billion in infrastructure funds to communities. This
money will come from the Canada Community-Building Fund (formerly the Gas Tax Fund) and consisted of a one-time
payment in June 2020.
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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)

World price
of crude oil

($US per
barrel)

2012 12,437 5,360 2,506 2,122 31,831 N/A N/A 3,354 N/A 105
2013 13,866 6,121 2,932 2,258 37,491 N/A N/A 3,883 N/A 104
2014 15,230 6,895 3,210 2,444 41,194 N/A N/A 4,373 N/A 96.2
2015 13,198 5,754 3,374 2,677 37,446 N/A N/A 3,884 N/A 50.8
2016 11,208 4,768 3,403 2,894 34,046 N/A N/A 3,423 N/A 42.8
2017 11,454 5,090 3,361 2,997 36,596 N/A N/A 3,693 N/A 52.8
2018 9,949 4,712 3,429 3,048 35,656 N/A N/A 3,478 N/A 68.3
2019 9,341 4,151 3,253 3,021 34,191 N/A N/A 3,354 N/A 61.4
2020 8,297 3,972 3,227 2,982 30,475 N/A N/A 3,339 N/A 41.3
2021 8,807 4,264 3,175 2,941 31,343 N/A N/A 3,456 N/A 59.0
2022 9,359 4,509 3,253 3,014 32,448 N/A N/A 3,597 N/A 59.2
2023 9,635 4,600 3,281 3,043 32,960 N/A N/A 3,664 N/A 58.5
2024 9,833 4,663 3,298 3,060 33,381 N/A N/A 3,716 N/A 58.2
2025 10,030 4,731 3,320 3,079 33,747 N/A N/A 3,764 N/A 58.4
2026 10,241 4,811 3,340 3,095 34,169 N/A N/A 3,817 N/A 58.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of crude oil

(%)
2012 19.5 19.4 6.59 1.48 16.6 N/A N/A 25.2 N/A 0.91
2013 11.5 14.2 17.0 6.40 17.8 N/A N/A 15.8 N/A -0.90
2014 9.83 12.6 9.48 8.23 9.87 N/A N/A 12.6 N/A -7.52
2015 -13.3 -16.6 5.10 9.53 -9.10 N/A N/A -11.2 N/A -47.2
2016 -15.1 -17.2 0.85 8.10 -9.08 N/A N/A -11.9 N/A -15.7
2017 2.19 6.75 -1.24 3.55 7.48 N/A N/A 7.90 N/A 23.3
2018 -13.1 -7.43 2.02 1.70 -2.57 N/A N/A -5.83 N/A 29.4
2019 -6.12 -11.9 -5.14 -0.89 -4.11 N/A N/A -3.56 N/A -10.2
2020 -11.2 -4.32 -0.80 -1.30 -10.9 N/A N/A -0.46 N/A -32.8
2021 6.15 7.34 -1.62 -1.38 2.84 N/A N/A 3.50 N/A 42.9
2022 6.27 5.74 2.45 2.48 3.52 N/A N/A 4.07 N/A 0.41
2023 2.94 2.03 0.86 0.96 1.57 N/A N/A 1.85 N/A -1.26
2024 2.05 1.36 0.51 0.55 1.27 N/A N/A 1.43 N/A -0.44
2025 2.00 1.46 0.66 0.62 1.09 N/A N/A 1.27 N/A 0.24
2026 2.10 1.69 0.60 0.51 1.25 N/A N/A 1.42 N/A 0.64

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 43.1 N/A N/A 391 27.0 12.7 105,372
2013 44.1 N/A N/A 370 28.0 12.8 103,572
2014 45.3 N/A N/A 370 28.7 12.8 106,154
2015 43.6 N/A N/A 352 29.4 11.1 103,733
2016 42.5 N/A N/A 329 30.5 10.0 100,526
2017 44.4 N/A N/A 313 32.2 10.9 100,915
2018 47.4 N/A N/A 279 35.0 10.4 97,538
2019 44.4 N/A N/A 273 35.9 10.5 98,105
2020 47.9 N/A N/A 272 40.2 9.44 109,568
2021 48.4 N/A N/A 281 39.2 9.87 110,270
2022 48.2 N/A N/A 288 38.4 9.97 110,854
2023 47.7 N/A N/A 292 38.0 10.0 111,156
2024 47.4 N/A N/A 295 37.8 10.1 111,324
2025 47.2 N/A N/A 297 37.5 10.2 111,524
2026 47.0 N/A N/A 300 37.3 10.2 111,712

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Association of Petroleum Producers
http://www.capp.ca

Canada Energy Regulator
http://www.cer-rec.gc.ca

Canadian Standards Association (CSA Group)
http://www.csagroup.org

Pipe Line Contractors Association of Canada
http://www.pipeline.ca

Industry Jargon DOWNSTREAM
The downstream oil and gas sector includes refineries and gas processors.

MIDSTREAM
The midstream oil and gas sector is composed of oil and gas pipeline operators, energy storage facilities and other
energy transporters.

UPSTREAM
The upstream oil and gas sector is composed of oil and gas extractors.

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

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

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

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

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

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

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

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

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

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



IBISWorld helps you find the industry
information you need – fast.

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

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

Copyright 2021 IBISWorld Inc.
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