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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Heavy Engineering Construction industry in Canada is expected to increase in 2021 as economic
recovery and government-led investment bolsters performance. For more detail, please see the Current
Performance chapter.

· Industry major markets are expected to rebound in 2021 following contraction in 2020 due to pandemic-related
disruptions. For more detail, please see the Major Markets chapter.

· Industry profit is projected to rise in 2021 due to improving operating conditions, but may not reach prepandemic
levels moving forward. For more detail, please see the Cost Structure Benchmarks chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About 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 industry is engaged in heavy engineering construction projects, with the exception of highway, street,

waterworks infrastructure and bridge construction. Work performed includes new construction, reconstruction,
rehabilitation and repairs. The industry also includes specialty trade contractors if they primarily participate in
activities related to engineering construction projects. Construction projects include the development of marine
facilities, tunnels, railways and parking lots.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Marine construction and repair

Mass transit construction

Harbour and port facility construction and repair

Conservation and development construction

Outdoor area development and construction

Hydroelectric plant construction

Power plant construction

Tunnel construction

The major products and services in this industry are:

Electric power infrastructure

Land transportation infrastructure

Marine and waterworks construction

Mining engineering construction

Repair and maintenance services

Other
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Supply Chain

SIMILAR INDUSTRIES

Sewage Treatment Facilities in
Canada

Homebuilders in Canada Transmission Line Construction in
Canada

Road & Highway Construction in
Canada

Oil & Gas Pipeline Construction in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Heavy Engineering Construction
in the US

Railroad Track Construction Tunnel Construction Dredging Services

Heavy Industry and Other Non-
Building Construction in Australia

Bridge, Tunnel and Subway
Construction in China

Railway & Underground Railway
Construction in the UK

Infrastructure Maintenance Services
in the UK

Heavy Industry and Other Non-
Building Construction in New
Zealand

Road & Railway Construction in
Ireland
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Industry at a Glance
Key Statistics

$53.9bn
Revenue

Annual Growth

2016–2021

1.8%

Annual Growth

2021–2026

2.5%

Annual Growth

2016–2026

 

$4.2bn
Profit

Annual Growth

2016–2021

-0.6%

  Annual Growth

2016–2021

 

7.7%
Profit Margin

Annual Growth

2016–2021

-1.0pp

  Annual Growth

2016–2021

 

2,742
Businesses

Annual Growth

2016–2021

5.4%

Annual Growth

2021–2026

3.2%

Annual Growth

2016–2026

 

30,548
Employment

Annual Growth

2016–2021

6.9%

Annual Growth

2021–2026

3.4%

Annual Growth

2016–2026

 

$2.9bn
Wages

Annual Growth

2016–2021

7.7%

Annual Growth

2021–2026

3.2%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.3%
Aggregate private investment

2.8%
Government consumption and
investment

-1.4%
Value of nonresidential
construction

-0.3pp
Overnight rate

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Increasing   Concentration

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Regulation & Policy
Heavy / Steady   Technology Change

High

  Competition
High / Increasing

 

Key Trends

 Growth in Canada's energy sector has contributed to
demand for power plant construction

 Operators have experienced difficulty procuring experienced
workers

 Demand for land transportation infrastructure has been
growing strongly

 More investment will likely spur private sector involvement in
the industry

 The Investing in Canada Plan loosens stipulations on how
provinces and localities may use funds

 Demand for the construction and upgrade of power plants is
expected to rise

 Revenue will likely rebound due to heighted infrastructure
spending and broader economic recovery



Heavy Engineering Construction in Canada December 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  High & Increasing Level of Assistance

  Low Imports

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Volatility

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2005-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Overnight rate

   

THREATS

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Value of nonresidential construction
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Executive Summary Highly structured: Energy price volatility may negatively affect industry
performance

The Heavy Engineering Construction industry in Canada undertakes large-scale infrastructure projects that include
mass transit systems, harbour and port facilities, tunnels, outdoor areas and power plants. In addition to heavy
construction, industry operators also provide auxiliary services such as the maintenance and repair of physical
structures and construction related to conservation. The industry depends heavily on government spending at both
the federal and provincial levels, private investment in physical assets and downstream demand on the part of the
energy sector.

Over the five years to 2021, the industry has benefited from the federal government's strong commitment to closing
Canada's infrastructure gap, although volatility in commodity markets dampened performance early during the
period. Additionally, further challenges posed by the recent COVID-19 (coronavirus) pandemic have also affected
commodity markets. The federal government's Investing in Canada Plan, a 12-year, $180.0 billion fund for local and
regional infrastructure, has served to underpin industry growth since its conceptualization and initial launch in 2016.
Despite estimated declines due to pandemic-related disruptions and uncertainty in 2020, the industry is expected to
rebound strongly in 2021. Industry revenue is forecast to increase an annualized 1.8% to $53.9 billion over the five
years to 2021, including an increase of 7.4% in 2021 alone amid heighted infrastructure spending and broader
economic recovery. However, industry profit is projected to decline following disruptions at the close of the period.

Over the five years to 2026, the industry is forecast to benefit from steady government support and a more attractive
investment climate as the Canadian economy recovers in the long run. However, energy price volatility may
negatively affect industry performance given the energy sector's importance for the broader economy and a direct
source of revenue for industry operators. Thus, industry revenue is projected to increase at an annualized rate of
2.5% to $60.9 billion over the five years to 2026. During this period, operators will likely ramp up construction of
mass transit networks and marine infrastructure as new projects get underway, though industry profit is not forecast
to recover from pandemic-related disruptions as robustly as revenue.
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Industry Performance

Key External
Drivers

Aggregate private investment

Aggregate private investment measures spending by both individuals and businesses on physical structures,
equipment and software. However, it does not include changes in inventories held by private businesses. Industry
operators experience an uptick in demand for new construction as operators increase their investment in physical
structures such as ports, marine infrastructure and power plants. Aggregate private investment is expected to
increase in 2021, following a decline the previous year, posing a potential, but diminishing threat to the industry.

 

Government consumption and investment

Government expenditure and investment measures the total value of services produced by federal, provincial and
local governments, as well as investment in fixed assets such as construction. The federal government represents a
key market for industry operators, while local and state governments use other services, such as mass transit
construction. Consequently, an increase in government expenditure and investment causes industry revenue to
grow. Government expenditure and investment is expected to increase in 2021, representing a potential opportunity
for the industry.

 

Value of nonresidential construction

The value of nonresidential construction includes expenditure toward the construction of power, sewage or water
supply infrastructure. Since these developments require heavy engineering construction professionals, an increase
in nonresidential construction causes industry revenue to rise. The value of nonresidential construction is expected
to increase in 2021.

 

Overnight rate

The overnight rate refers to the interest rate at which major financial institutions can borrow and lend short-term
funds to one another. A higher rate translates to higher borrowing costs for businesses seeking to invest in new
heavy engineering projects, and therefore, erodes industry profit. The overnight rate is expected to decrease in
2021.
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Current
Performance

The Heavy Engineering Construction industry in Canada is responsible
for the building and subsequent maintenance of large-scale infrastructure,
including mass transit systems, hydroelectric plants, outdoor facilities
and areas, tunnels and various marine structures, among others.

Industry performance is largely dependent on government investment in public infrastructure, private sector
investment and, increasingly, demand from the energy sector. Over the five years to 2021, operators have benefited
from continuous government assistance in the form of stimulus spending and investment in local and regional
infrastructure. Growth in Canada's energy sector, particularly in hydropower, has also contributed to industry
demand for power plant construction.

However, the sharp decline in oil prices, which occurred leading into the reporting period, depressed the energy
sector's investment for heavy engineering projects, particularly in energy-producing regions. Although the industry
has been able to recover and post strong growth during most of the period, these difficulties are nonetheless
partially reflected in the value of nonresidential construction, which is expected to decrease at an annualized rate of
1.4% over the five years to 2021. Moreover, the economic difficulties experienced by Canada as a result of the
ongoing COVID-19 (coronavirus) pandemic created a decline in industry revenue in 2020.

While the industry's construction work has largely been designated as an essential driver of economic growth and
ultimately was permitted to continue contingent upon the implementation of social distancing policies, provinces
such as Ontario and Quebec experienced declines in construction activity due to the severity of the pandemic.
However, the implementation of health and safety protocols and an easing of restrictions permitted operators to
resume activity in early 2021. Consequently, industry revenue is projected to increase an annualized 1.8% to $53.9
billion over the five years to 2021, including an increase of 7.4% in 2021 alone, spurred by government infrastructure
spending and overall economic recovery. Additionally, following recent disruptions, industry profit, measured as
earnings before interest and taxes, is also projected to fall, decreasing from 8.7% of revenue in 2016 to 7.7% in
2021.

GOVERNMENT ASSISTANCE MITIGATES DECLINE

The Canadian government has committed to improving the country's
infrastructure by closing gaps in funding.

In 2016, the federal government implemented the Investing in Canada Plan, a 12-year, $180.0 billion funding
arrangement to support provincial, territorial and municipal projects. The chief objectives of the plan include
generating long-term economic growth, improving community resilience, transitioning to a clean economy and
improving social inclusion. While previous infrastructure plans have been implemented in the past, this plan differs
from previous initiatives through its longevity, comprehensiveness and the size of its budget, which is more than
double that of the previous infrastructure strategy. Importantly, this plan created the Canada Infrastructure Bank,
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which supports investment projects in the public interest, encouraging further domestic infrastructure projects.
Further federal funding of public transportation expansion and improvement projects late during the current period
will likely further boost industry revenue growth over the five years to 2026.

This plan was enacted during the economic slowdown experienced in 2016 following a decline in commodity prices,
which led to a contraction in the energy sector, affecting overall economic performance. This had detrimental
repercussions across the domestic economy, which stymied capital expenditure. At the same time, government
expenditure continued to expand, and the consistent government discussions of infrastructure development that
resulted in the Investing in Canada Plan helped bolster industry participation. As a result of these developments,
IBISWorld projects the number of industry establishments will grow at an annualized rate of 3.4% to 2,745 locations
over the five years to 2021, while industry employment is expected to rise an annualized 6.9% to 30,548 people
during the same period. Despite this rapid growth, operators have experienced difficulty procuring experienced
metalworkers, plumbers, carpenters, electricians and other tradesmen, instigating an uptick in the average salary of
an industry employee.

INDUSTRY TRENDS

Industry operators are involved in various large-scale infrastructure
projects, which include mass transit and the development of outdoor
recreational areas.

While revenue has been somewhat volatile over the five years to 2021, not all components of revenue have grown
at the same rate or magnitude. For example, demand for land transportation infrastructure has been growing
strongly, while demand from mining markets has been constrained by energy prices, causing tangential growth
across the industry's major markets. Moreover, due to the long-term nature of the projects completed by operators,
revenue is spread out among several years, contributing to persistent growth dynamics.

In addition to increased public sector support for infrastructure over the past five years, the industry has also
benefited from strong private sector involvement. Private sector demand for certain industry structures has
increased due to growth in residential construction during much of the five-year period. Over the past five years,
greater private sector involvement has materialized with the rise of public-private partnership (PPP) contracts,
otherwise known as financing tools through which a joint venture made between public and private sector
participants executes the delivery of a public-purpose project. The Canadian government usually claims residual
ownership rights, while the private company in question finances the construction, maintenance or operation of the
project, collecting revenue during a contract period. The government has supported this development through the
creation of PPP Canada, a federal Crown corporation tasked with increasing the private sector's role in providing
public infrastructure.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
($b)

2012 50,634 8,481 1,380 1,259 11,638 N/A N/A 954 N/A 176
2013 57,646 9,018 1,825 1,407 13,537 N/A N/A 1,109 N/A 184
2014 55,918 9,770 2,105 1,604 16,579 N/A N/A 1,359 N/A 191
2015 49,624 8,631 2,233 1,845 19,726 N/A N/A 1,724 N/A 173
2016 49,281 8,412 2,320 2,110 21,914 N/A N/A 2,023 N/A 156
2017 49,491 7,784 2,400 2,262 23,763 N/A N/A 2,169 N/A 157
2018 52,634 9,253 2,719 2,413 25,093 N/A N/A 2,352 N/A 162
2019 53,092 8,639 2,701 2,534 26,822 N/A N/A 2,497 N/A 162
2020 50,212 7,542 2,751 2,648 25,906 N/A N/A 2,379 N/A 151
2021 53,950 9,166 2,745 2,742 30,548 N/A N/A 2,927 N/A 146
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Industry Outlook
Outlook Over the five years to 2026, operators in the Canadian Heavy Engineering

Construction industry are expected to benefit from continued government
funding and a more favourable investment climate.

The Investing in Canada Plan, which was first implemented in 2016, is the largest and longest infrastructure plan in
the country's history and will provide federal funding and investment to heavy infrastructure projects for 12 years.
The plan promises more than $180.0 billion in government spending on infrastructure development, which is a boon
to industry operators that operate in the civil market.

In addition, more private investment and the formation of public-private partnerships, also referred to as PPP or P3,
will likely spur private sector involvement in the industry. Growth in renewable energy and the expansion of electric
power infrastructure is likely to generate healthy demand for the construction of hydroelectric power plants and other
relevant projects over the next five years. Further, the industry is likely to also experience growth due to Canada's
continued recovery following the COVID-19 (coronavirus) pandemic. As a result, industry revenue is projected to rise
an annualized 2.5% to $60.9 billion over the five years to 2026, increasing amid a healthier macroeconomic
landscape.

INVESTING IN CANADA PLAN

Building on a longstanding and frequently updated initiative, the Investing
in Canada Plan represents the federal government's ambitious
commitment to upgrading and expanding the nation's infrastructure.

The 12-year plan is anticipated to support construction projects at the regional, provincial and municipal levels. This
plan includes the chartering of an infrastructure bank, which will likely attempt to attract capital from the private
sector and institutional investors to supplement government funding for revenue-generating infrastructure projects.
Additionally, the plan accelerates funding made available through the New Building Canada Fund and loosens
stipulations on how provinces and localities may use these funds.

Outside of these initiatives, the industry is also expected to benefit from other areas of demand that are instigated by
the new plan. At the municipal level, the fund is expected to sponsor projects such as outdoor recreational facilities,
water and riverbank redevelopment projects and conservation efforts. The private sector will also likely contribute to
revenue growth, either directly or through PPP contracts with public agencies. Thus, the value of aggregate private
investment is projected to increase at an annualized rate of 3.0% over the five years to 2026, with the industry also
expected to expand as a portion of this expenditure permits industry-relevant construction to rise. Ultimately, the
number of industry enterprises is projected to increase at an annualized rate of 3.2% to 3,216 companies over the
next five years. Furthermore, increased demand for industry services and relatively steady profit is expected to drive
operators to hire more workers; as a result, industry employment is expected to expand at an annualized rate of
3.4% to 36,150 workers over the five years to 2026.

ENERGY AND MINING INFRASTRUCTURE EXPANSION

Canada's energy and utilities sector is poised for growth during the
outlook period, with the Renewable Power industry in Canada (IBISWorld
report 22111bCA) projected to expand over the next five years.
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Investment in renewable energy sources may ultimately require both the upgrade and expansion of Canada's
transmission and distribution lines, which will likely require related structures such as power plants. Operators in the
Electric Power Transmission industry in Canada (22112CA) are also expected to accelerate their capital investments
over the next five years as they attempt to incorporate more renewables in their energy mix. As a result, demand for
the construction and upgrade of power plants is expected to rise over the next five years. The construction and
maintenance of hydraulic power plants is anticipated to make up the bulk of demand from the energy sector as
hydropower continues to dominate Canada's energy mix moving forward.

Further, while demand from mining enterprises has fluctuated alongside volatility in commodity prices over the five
years to 2021, it is expected to recover over the coming years following economic recovery from the coronavirus
pandemic. The forecast rebound in most commodity prices over the next five years is anticipated to bolster demand
for industry services. Nonetheless, increased volatility can dampen this outlook due to the contingence of industry
demand upon commodity prices.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
 ($b)

2021 53,950 9,166 2,745 2,742 30,548 N/A N/A 2,927 N/A 146
2022 56,331 9,641 2,859 2,866 32,182 N/A N/A 3,078 N/A 156
2023 57,408 9,798 2,944 2,962 33,219 N/A N/A 3,169 N/A 167
2024 58,582 9,964 3,030 3,055 34,240 N/A N/A 3,260 N/A 172
2025 59,713 10,138 3,117 3,147 35,210 N/A N/A 3,346 N/A 176
2026 60,947 10,338 3,180 3,216 36,150 N/A N/A 3,431 N/A 180
2027 62,237 10,569 3,252 3,293 37,099 N/A N/A 3,518 N/A 185
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is expected to grow at a faster rate than the overall economy over the 10 years to 2026

The industry experiences high competition from saturated markets

The industry has fixed product offerings and static markets

The Heavy Engineering Construction industry in Canada is currently in the mature stage of its economic life cycle,
characterized by high competition from saturated markets, fixed product offerings and static markets. Industry value
added (IVA), which measures an industry's contribution to the overall economy, is projected to increase at an
annualized rate of 2.1% over the 10 years to 2026. Comparatively, Canadian GDP is also expected to rise, growing
an annualized 1.9% during the same period. IVA growth that generally moves in line with broader GDP growth is
one of the most salient indicators of a mature industry. Expansion is projected to be driven by broader investment in
industry relevant projects as the Canadian economy rebounds from the disruptions of the COVID-19 (coronavirus)
pandemic. In addition, there are several other significant factors at play that add to and effectively underscore the
industry's mature status.

As is characteristic of a mature industry, barriers to industry entrance are moderate and competition is high, as the
industry's operators compete in a market that is highly fragmented, saturated and localized. The largest operators in
the industry share the biggest projects through the formation of joint ventures, thereby eliminating the possibility of a
high market share concentration while simultaneously contributing to increased competition for subcontracting work
and partial contracts. Industry services have also achieved market acceptance with established product and
customer segments.

The industry experiences a high degree of technological change because of evolving technologies in downstream
markets rather than advances occurring within the industry in an internal sense, particularly in utilities, and marine
and harbour operations. Electricity generation and ocean navigational channels continue to evolve and operators
are required to invest in research and development to provide construction solutions for these markets. Furthermore,
other specialized market segments, such as nuclear and hydroelectric power generation, require operators to stay
up-to-date with power generation trends. Still, the fundamentals of industry operations have been largely static,
signalling a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Public Transportation in Canada

Rail Transportation in Canada

Ocean & Coastal Transportation in Canada

Hydroelectric Power in Canada

Thermal Power in Canada

Electric Power Transmission in Canada

2nd Tier

Consumers in Canada

Manufacturing In Canada

Key Selling Industries
1st Tier

Concrete Contractors in Canada

Engineering Services in Canada

Steel Framing in Canada

Ready-Mix Concrete Manufacturing in Canada

Construction Machinery Manufacturing in Canada

Construction & Forestry Equipment Wholesaling in
Canada

2nd Tier

Iron & Steel Manufacturing in Canada

Stone Mining in Canada

Sand & Gravel Mining in Canada

Machine Shop Services in Canada

Screw, Nut & Bolt Manufacturing in Canada

Products & Services

  ELECTRIC POWER INFRASTRUCTURE

In 2021, electric power infrastructure are expected to account for 36.1% of
revenue in the Canadian Heavy Engineering Construction industry.

According to Natural Resources Canada, Canada generated 60.0% of its total electricity supply from hydropower in
2018 (latest data available), making it a world leader in hydroelectricity. Operators do not construct electric and
communication transmission or distribution lines, but they do develop the power generating infrastructure, so
Canada's reliance on hydroelectric power is a boon for industry operators. However, demand from this segment has
decreased over the five years to 2021 due to more robust growth in other segments, though its importance remains
high. In particular, strong government support for clean energy and private investment in transmission and
distribution have buffered and ultimately supported demand for hydropower plant construction, a trend that will likely
continue moving forward.

LAND TRANSPORTATION INFRASTRUCTURE

In 2021, land transportation infrastructure is expected to account for
14.1% of industry revenue, and primarily includes the construction of
railroads and stations, as well as parking lots, garages and tunnels for
mass transit.
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Most medium- to large-sized cities have some form of public transportation such as railways and subways, which
require design and engineering services provided by industry operators. Land transportation construction has risen
as a share of revenue over the past five years as public transport becomes more popular in urban areas due to the
rising cost of gas and stronger local investment in railway systems. The Canadian government has expanded
funding for road and rail improvement projects, which is likely to contribute to further growth of this segment in the
near term as the economy continues to recover from the aftershocks of the COVID-19 (coronavirus) pandemic.

MINING ENGINEERING CONSTRUCTION

Mining engineering construction involves the development of mining
infrastructure such as mining complexes, smelters and processing plants.

These intricate projects are specialized for particular commodity extraction and processing techniques, garnering
high prices for their development. However, demand from this segment tends to ebb and flow with the prices of
commodities, which have been volatile historically. Yet, over the past five years, this segment has increased as a
share of industry revenue. In 2021, mining engineering construction is anticipated to account for 13.6% of industry
revenue.

REPAIR AND MAINTENANCE SERVICES

Repair and maintenance projects are expected to last for decades with the
proper maintenance and repair.

Accordingly, in 2021, operators are expected to derive 19.0% of their revenue from these activities, although this
varies between years based on the size of the project and the presence of a contract for these services. This
segment has risen as a share of industry revenue over the past five years.

MARINE AND WATERWORKS CONSTRUCTION

Waterworks construction and marine engineering construction are
expected to collectively account for 8.5% of industry revenue in 2021.

This segment includes water systems, storage facilities and dredging activities, in which construction companies
gather bottom sediment in shallow water and dispose of it in other areas. This is often done to make waterways
navigable for ships. Marine construction additionally includes creating navigational channels, which involves cutting
deeper into the sea or riverbed so larger ships can pass through to ports. Over the five years to 2021, this segment
has increased as a share of industry revenue.

OTHER

All other unspecified activities, chiefly those having to do with
conservation and development construction, are estimated to account for
the remainder of total industry revenue.

This includes the development of recreational areas, athletic fields, courts, golf courses and campgrounds, among
others. Any general development of land for conservation purposes is also included in this segment. Collectively, all
other activities are projected to account for 8.7% of revenue in 2021.

Demand
Determinants

Aging infrastructure requires a periodic upgrade or replacement due to
regular wear and tear, technological obsolescence, new regulation or
demographic shifts.

The capacity to adapt or upgrade existing infrastructure rather than create new construction influences long-term
investment trends. Private sector investments in the Canadian Heavy Engineering Construction industry are
primarily driven by expected rates of return, government assistance and the need for industrial capacity in the future.
The industry is also heavily influenced by the direction of the broader economy, with demand for industrial projects
often serving as the backbone of the country's growth. The federal government's ambitious infrastructure plan is
motivated by the need to increase Canada's productivity and foster employment growth and competitiveness.

Trade, particularly to the neighbouring United States, also drives demand for heavy engineering construction. For
example, industry demand is partly driven by the need for larger ports and navigational channels to receive bigger
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vessels. The large-scale nature of new construction projects in the industrial nonbuilding structure market results in
investment decisions that account for the long-term growth prospects of the economy in aggregate. Generally, the
level of investment in port infrastructure is determined by whether the existing capacity will meet the changing needs
of the growing population and increased industrial demand. Growing imports from China and Latin America are
expected to result in greater trade, and therefore, greater demand for ports and harbours.

Private sector investor confidence is, in the short term, influenced by factors including corporate profit, the
availability of borrowed funds or equity raising, the prevailing and expected level of interest rates and the prevailing
and expected price of heavy industrial products and transportation. Corporate profit is forecast to grow over the five
years to 2026 as the economy recovers from the effects of the COVID-19 (coronavirus) pandemic.

Government policies in the form of tax breaks, tariff reform and regulatory reform may also have a short-term
influence on private sector investors' decisions in the energy market. For most of the country, government-owned
and vertically integrated utility companies manage electric generation, transmission and distribution. However, the
energy sector in certain regions has undergone restructuring in the form of unbundling and open access, which
permits nondiscriminatory transmission line access to energy generators. The regulatory environment of utilities
could affect demand for power plant construction at provincial and municipal levels. Demand for industry services
may also be influenced over the short term by one-time events, such as damage to industrial infrastructure resulting
from natural disasters.

Major Markets

  PUBLIC SECTOR AND UTILITIES

In 2021, the public sector, which includes municipal, provincial and
federal agencies that fund major infrastructure and improvement efforts,
is expected to account for a combined 45.1% of revenue for the Canadian
Heavy Engineering Construction industry.

Within this, the public sector itself accounts for 15.2% of revenue, while utilities account for 29.9% of revenue.

Government agencies use heavy engineering construction services for power plant design and construction,
waterway development, railroad and mass transit construction and land conservation services. However, most
industry demand from this market is for utilities since the largest projects undertaken by industry operators are within
this realm and include power plants, solar fields and waterworks infrastructure. Over the five years to 2021, the
public sector has increased as a share of industry revenue, while the utilities segment has decreased. Yet, both of
these segments are projected to rise in 2021 in part due to economic recovery following the disruptions caused by
the COVID-19 (coronavirus) pandemic.

This segment is slightly larger compared with its US counterpart, where private funding has long been courted to
fund possible revenue-generating projects. More recently, however, the Investing in Canada Plan seeded funding for
an Infrastructure Bank, which will attempt to attract assets from the private sector and institutional investors to fund
the industry's construction projects with the potential to generate revenue in a public-private partnership. While
public funding is not expected to decline significantly as a share of revenue in the short term, such policies may
signal a more active role for the private sector moving forward.

PRIVATE SECTOR

The private sector is expected to account for 54.9% of industry revenue in
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2021, and includes operators in water transportation, land transportation,
athletic organizations and mining industries, among others.

Water transportation industries are representative of a major client market, with shipyard, port and harbour facilities
producing sporadic, but significant contributions to revenue. Additionally, private investment in railroads remains a
lucrative source of revenue for industry operators that cater to this segment. Although this segment has increased
overall as a share of revenue over the past five years, it is projected to expand in 2021 as new projects get
underway as pandemic-related uncertainty regarding the state of the economy diminishes.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Heavy Engineering Construction industry in Canada is composed of companies that complete large engineering
projects within Canada specifically. As a result, the industry does not participate in international trade. Though some
enterprises operating in the industry are foreign-owned or may have offices and operations in foreign locations, this
indicates the presence of globalization rather than international trade as recorded by national and international
organizations.

Business
Locations

  In 2021, the geographic distribution of establishments in the Canadian Heavy Engineering Construction industry has remained
fairly stable. The dispersion of industry establishments closely follows the population since major infrastructure projects are more
likely to occur in and around heavily populated metropolitan areas with a larger tax revenue base and a higher concentration of
businesses. Ontario and Quebec, Canada's two most populous provinces, are expected to house 24.3% and 29.5% of industry
establishments, respectively, in 2021. Quebec began to house more industry establishments than Ontario for the first time in
2018, thus suggesting a shift in operations as interprovincial competition increases. Meanwhile, the Northwest Territories and
Yukon are each expected to house only 0.3% and 0.4%, respectively, of establishments in 2021. However, British Columbia in
particular stands out when compared with the rest of the provinces because the northwestern province not only account for 13.6%
of the population, it is expected to contain 16.7% of industry locations in 2021. This is due to the vibrant construction sector in the
Vancouver area and the region's status as a major trade hub that has spurred construction activity.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Heavy Engineering Construction industry in Canada is fragmented, with industry market share concentration
remaining relatively stable over the five years to 2021. In 2021, the four largest operators are expected to account
for less than 10.0% of industry revenue. Most industry operators are small companies that service their local
markets or act as subcontractors to larger contractors. Further, the largest projects are often joint ventures, limiting
the accumulation of a sizable market share by any one company. According to Statistics Canada, 93.4% of all
employing establishments have a staff of fewer than 100 workers, demonstrating the fragmented landscape of
industry operations. Further, 61.5% of employing establishments have fewer than 10 workers on their payroll, and
42.7% have fewer than five workers. Within this environment, 51.7% of companies are sole proprietorships or
nonemployers, which implicitly limits the size and scope of a slight majority of industry operations, contributing to low
levels of market share concentration.

Key Success
Factors

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

Development of a symbiotic relationship with another industry:
A close relationship with potential clients, financiers and suppliers is essential for establishing forward orders.

Access to highly skilled workforce:
Companies base their reputation on quality of construction and hence require a highly skilled workforce to effectively
compete.

Ability to effectively manage risk:
Operators in this industry are often subject to a high degree of risk associated with technical difficulties in
construction and managing supplies and costs. Effectively managing risk improves a company’s capacity to ride out
cyclical downturns in demand.

Having good working relationships with subcontracting building trade specialists:
Given the wide geographic dispersal of industry activity, this industry is heavily dependent on subcontracted labour
services and leased equipment. It is essential that operators have access to highly skilled subcontractors in all
locations.

Ability to compete on tender:
Most projects in this industry are left to tender and successful operators must have a capacity to compete on tender
while ensuring a reasonable profit margin and an adequate cash flow.

Ability to quickly adopt new technology:
The technological complexity of much of the activity in this industry requires that operators understand and adopt
emerging technologies to maintain competitiveness.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected to account for 7.7% of revenue in 2021, down from 8.7% in
2016. Despite one year of robust growth, industry profit has fallen over
the five years to 2021 due to a myriad of factors, although chief among
them is revenue declines in 2016 and 2021. Industry profit declined in
2020 due to the COVID-19 (coronavirus) pandemic. However, much of
the industry's decline can also be attributed to steep reductions in
capital and repair expenditures nationwide, which occurred following
drops in the prices of several commodities, a staple of Canada's natural
resource-rich economy. Furthermore, profit has also been squeezed by
rapidly rising wage costs as operators have struggled to find
experienced tradesmen for their projects, evidenced by a quickly rising
average salary for industry employees.

 

  Wages

Wages are expected to account for 5.4% of revenue in 2021, up from
4.1% in 2016. As demand for construction rises, workers have been
able to increase their hourly and annual wages through negotiations,
particularly as a shortage of skilled labour continues to pressure the
industry. Moreover, construction companies are providing more
engineering and design work, which boosts salaries. Companies are
thus able to charge a premium for services, and more highly skilled
workers are hired. Typically, large companies focus on the engineering
and design stage, and then subcontract work out. Even large
companies, if working on multiple large contracts at once, will likely
require additional, subcontracted labour to complete all projects on
time. Plus, subcontracted labour provides operators with the ability to
control their labour costs when business is slow to maintain profit.
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  Purchases

Representing the bulk of the industry's nonwage costs, purchases are
expected to account for 69.4% of revenue in 2021, down from 71.5% in
2016. Despite this slight decrease, a shift in the primary materials used
in construction have aided in preventing a more robust increase in
operators' purchase prices. For example, many of the industry's
operators are now using less expensive materials for their superior
qualities whenever possible. While steel is a particularly important
element in foundations and other installations, less expensive and more
malleable nonferrous metals may be better for specific construction
projects, and this substituting of steel for other materials has guarded
against a higher increase in purchasing costs during the period. Other
purchased materials include refractory and cement components, wood
and asphalt. On medium- to large-scale projects, the prime construction
contractor generally retains responsibility for the supply of material
purchases and must negotiate directly with the suppliers in an effort to
receive discount prices.

 

  Marketing

Marketing costs are relatively small for companies in the industry and
are estimated to account for 0.8% of industry revenue in 2021.
Operators generally rely on referrals, relationships with developers or,
in the case of smaller companies, subcontracted work from major
companies.

 

  Depreciation

Customers may purchase capital equipment that is associated with a
project, and industry operators often rent the necessary construction
equipment, driving down depreciation costs. Nevertheless, since
several operators continue to invest in capital equipment and
machinery, depreciation costs remain high for industry operators. In
2021, depreciation costs are expected to account for 3.9% of industry
revenue, down from 4.3% in 2016.
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  Rent

Rent expenses are expected to account for 3.4% of industry revenue in
2021.

 

  Utilities

Utilities are expected to account for 1.5% of industry revenue in 2021.

 

  Other Costs

Other general operating expenses include communication services,
repair and maintenance of purchased construction equipment,
accounting services and employee training. Legal services are another
large additional cost. Lawsuits are often brought against industry
operators by injured employees or dissatisfied customers. Other costs
are expected to account for 7.9% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Heavy Engineering Construction industry in Canada exhibits a
medium to high level of competition, as much of the activity undertaken
by this industry is complex in nature and broad in scope.

Therefore, competition is generally confined to a few preferred operators with demonstrated capabilities, including
the crucial ability to navigate the world of government contracts. Competitive pressures are expected to remain
stable over the long term, as both local and regional operators increasingly form strategic alliances to ensure they
can secure a consistent share of the available market. This trend tends to limit competition in specialized markets.

Industry competitors rely heavily on establishing a reputation for finishing complex projects within time and
budgetary constraints. Clients are generally private companies that intend to operate the constructed facility to
manufacture heavy industrial materials, such as cement, glass, steel or chemicals, or generate electricity. The
timeliness and quality of construction is a significant deciding factor in conducting business with a contractor, and
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contracts are generally awarded on the basis of reputation.

Large-scale construction companies are typically selected to submit tenders on private sector construction projects
alongside a short list of other preferred contractors. These companies will generally expand market share by
establishing a presence across the country, often through acquisition. Operators then leverage their reputation to
secure contracts and access materials, equipment and skilled subcontractors. Price becomes an important basis of
competition only after a client is convinced of the technical capabilities of operators tendering for a contract.

Most competitors concentrate activities in specialized segments of the market to establish a positive reputation for
technical capacity, timeliness and financial management. Smaller operators, which dominate the industry, build
reputations for specialized activities, such as blast furnace maintenance and repairs, and focus on a local or regional
market. Small-scale operators tend to rely heavily on word-of-mouth recommendations and good relationships with
larger-scale prime contractors to secure contracts and subcontracts. The specialized nature of these projects
inherently limits the amount of external competition in the industry.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Heavy Engineering Construction industry in Canada
is characterized by high barriers to entry. The most
significant obstacle that hopeful entrants endure is the
technical complexity of most construction projects that are
undertaken by operators in this industry. Consequently,
new industry entrants often have difficulty establishing a
foothold given the already-existing presence of large-
scale national players with demonstrated capacities
across a range of complex projects, such as the
construction of electricity generation facilities, chemical
and petrochemical complexes and major manufacturing
facilities, among others. Due to the size and scope of
these construction projects, sophisticated software and a
team of highly proficient engineers are necessary to
tackle these enormous undertakings, which may not
prove feasible for new and small operators.

Contractors in the industry concentrate on building a
reputation for technical capacity, timeliness and financial
management. Many of the medium- to large-scale players
in this industry form strategic alliances or joint ventures
with other companies to not only harness the resources of
the combined entity, but also evenly distribute the risk of
major projects while cultivating the individual reputation of
each player. New entrants have no previous experience
on which to build a reputation, and are unlikely to be
invited to forge an alliance on a joint project with existing
players, thereby putting them at a major disadvantage
when tendering a contract for a project.

Private sector customers generally intend to operate a
constructed facility for the manufacturing of heavy
industrial materials or generation of electricity. This makes
the timeliness and quality of construction of paramount
importance to industry operators. Clients will often award
contracts to operators with a proven reputation for both,
making it even more difficult for new entrants to establish
a position in the market and build a reputation.

Economies of scale, or the savings associated with large-
scale operations, are limited in the industry because of
the specialized nature of most projects. The capital costs
within the industry are relatively high, which can put new
entrants at a significant disadvantage against larger
companies. New companies can generally compete on
smaller-scale local contracts as most required specialized
equipment is leased, successfully eliminating more
substantial capital expenditures.

However, when it comes to awarding contracts for design,
procurement and construction, larger companies tend to
be favoured to the detriment of independent consultants
and new industry entrants, as they are more established
and have a team of specialized engineers. These large
players have the capacity to tender for prime construction
and engineering design roles on major contracts.
Established operators also have the financial and
administrative capacity to form joint ventures with
complementary companies.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Heavy Engineering Construction industry in Canada experiences a low level of globalization. Foreign-owned or
controlled companies account for a small portion of industry revenue. Moreover, the industry is characterized by
many small enterprises and nonemployers that serve local and regional clients. Larger companies are more likely to
have and maintain an international presence, as their services are contracted to the United States and overseas
markets. For example, Aecon Group Inc. is active in various construction projects in the United States. In sum, since
the industry is reliant on government contracts and most government spending is reserved for domestic businesses,
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foreign operators often do not win large contracts from this crucial market. This has also ultimately served to protect
the industry from experiencing further disruptions as a result of the COVID-19 (coronavirus) pandemic.
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Major Companies
There are no major players in this industry

Other Companies The Heavy Engineering Construction industry in Canada is highly competitive, with more than 2,700 facilities
nationwide. Although various infrastructure development initiatives, including the Investing in Canada Plan in 2016,
have created ample opportunities for industry operators regarding the civil front, most heavy engineering projects
are nonetheless undertaken as joint ventures. As a result, many of the industry's largest companies only generate a
fraction of revenue despite the volume and size of their contracts. Furthermore, since most of these contracts are
long term, revenue generation is spread over several years, thereby diminishing the attainment of a significant
market share in any one year. As the disruptions to the broader economy created by the COVID-19 (coronavirus)
pandemic diminish, continued investment in industry-relevant projects is anticipated to bolster performance following
considerable uncertainty in 2020.

PCL Constructors Inc.

  Market Share: 1.2%
  Originally established in 1906, PCL Constructors Inc. (PCL) is a group of independent construction companies

headquartered in Edmonton, AB. With more than 4,000 full-time employees and a workforce of more than 10,000
part-time tradesmen in an estimated 31 office locations worldwide, the company operates in the Canadian Heavy
Engineering Construction industry through its 13 Canadian offices that service nationwide construction contracts.
The company boasts an annual construction value in excess of $7.0 billion annually in building, industrial and
infrastructure construction activities in an active portfolio of more than 700 projects. These projects include the
Calgary Zoo Land of Lemurs installation, several solar farms, the Airport Trail Tunnel in Calgary and the Skateboard
Plaza at the Forks in Winnipeg, among others. While the company is private, and therefore, does not disclose its
financial information, IBISWorld expects PCL to generate $703.4 billion in industry-relevant revenue in 2021, with a
market share of 1.2%. Continued investment in projects has helped the company rebound following the COVID-19
(coronavirus) pandemic in 2020.

Aecon Group Inc.

  Market Share: 1.0%
  Founded in 1929, Aecon Group Inc. (Aecon) is Canada's largest publicly traded construction company.

Headquartered in Toronto, the company employs more than 12,000 workers and operates primarily in Canada,
although a portion of its business is conducted abroad. Aecon operates under a variety of segments, which include
infrastructure and energy, with these segments being partially relevant to the industry. Aecon's industry-relevant
projects include the expansion of the Bruce Power plant, the construction of a cogeneration centre for East Windsor
Cogeneration and the development of the Spy Hill Peaking Station for Northland Power, among others. In 2021,
IBISWorld expects the company to generate $549.3 million in industry-relevant revenue, with a market share of
1.0%. Despite widespread disruptions due to the coronavirus pandemic, the company experienced revenue growth
in 2020 due to continued investment.

EllisDon Corporation

  Market Share: 1.0%
  Ontario-based EllisDon Corporation (EllisDon) is the largest Canadian-headquartered contractor. Established in

1951, the company has since grown into an enterprise worth more than $3.0 billion. EllisDon offers various services,
including project management, public-private partnerships, facilities management and construction management
software. The company's size and scope of expertise permits it to take on virtually any construction project, including
highways and data centres. EllisDon is primarily focused on Canadian projects including the Ontario Celebration
Zone, the Victoria Park Pavillion, the Ottawa Light Rail Transit Confederation Line and the Pearson Airport Parking
Garage, among others. Although the company is private, and therefore, does not disclose its financial earnings,
IBISWorld expects EllisDon to generate $556.3 million in industry-relevant revenue in 2021, with a market share of
1.0%. The company has experienced strong overall revenue growth over the five years to 2021, but experienced
declines in 2020 due to the coronavirus pandemic.

SNC-Lavalin Group Inc.

  Market Share: 0.8%
  Based in Montreal, SNC-Lavalin Group Inc. (SNC-Lavalin) provides engineering, procurement, construction and

management services to mining, metallurgy, energy, waterworks, infrastructure and civil sectors through its capital
and engineering and construction segments, of which the latter is most relevant to the industry. Founded in 1911,
the company boasts offices in more than 50 countries and operations in more than 160 nations worldwide through a
network of 50,000 employees. However, SNC-Lavalin's share of business generated in Canada has been
decreasing rapidly as the company expands in international markets. Some of the company's notable industry-
relevant projects include the Canada Line in Vancouver, the Confederation Line in Ottawa and the Eglinton
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Crosstown Light Rail Transit initiatives, among others. In 2021, IBISWorld expects SNC-Lavalin to generate $429.7
million in industry-relevant revenue, commanding 0.8% of the market. SNC-Lavalin experienced a sharp decline in
industry-relevant revenue in 2020 due to the coronavirus pandemic, but is anticipated to post strong growth moving
forward.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Heavy Engineering Construction industry in Canada
exhibits a high level of capital intensity. In 2021, operators
are expected to spend $0.71 on capital expenses for every
$1.00 spent on labour, down from $1.04 in 2016 amid
quickly rising labour costs and relatively stable capital
expenditure. Operator spending includes capital equipment
such as earthmovers, cranes and structural steel erectors,
although operators often lease their equipment instead of
purchasing it outright. Some operators may lease capital
equipment on a piecemeal basis or subcontract to
specialist operatives, driving down their overall
depreciation costs. Over the five years to 2021,
depreciation costs for the industry at large have remained
relatively stable despite the increasing size of construction
contracts.

Meanwhile, labour costs have increased rapidly in the
industry, as construction demand picks up across the
country. Labour inputs' share of revenue has expanded
over the past five years, with employment growth lagging
behind in comparison. This lag suggests that employers
are having a difficult time hiring a competent staff, thereby
increasing the industry's average salary for experienced
metalworkers, carpenters, plumbers, electricians and other
tradesmen and contributing to rising wage costs for the
average industry operator. As a result, while capital
intensity is high, rising wage costs have diminished capital
intensity over the past five years.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

Very High Market
Concentration

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

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

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

The Heavy Engineering Construction industry in Canada does not experience
much technological disruption on the part of competing industries.

Currently, there is no technology that could provide more downstream customers with heavy engineering construction
services from outside the confines of the industry. Services are contracted with licensed professionals, and work cannot be
performed without the proper permits. Though this industry may exhibit advancements in technological adoption, such as
the use of commercial drones to zone and scope out job sites, this is a functionality that the industry can internalize and
turn into an operational efficiency.

The level of technology change is    High

  The Heavy Engineering Construction industry in Canada is subject to a high
degree of technological change, given the evolving technologies of
downstream markets such as hydroelectricity generation, mining, shipbuilding
and public transit.
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Downstream operators seek to maximize the efficiency of their production through research and development; efficiency is
often dependent on having the infrastructure to sustain this product evolution. Successful players in the industry often
secure a reputation for having technical capacity in specialized segments of the market, such as nuclear or hydropower
generation, and strive to remain up-to-date with the rapid technological developments in that market over time. However,
technological change often is not generated in the industry itself, but rather in downstream markets, with most changes in
the industry occurring as a response.

Advances regarding the physical attributes of the materials used for construction have altered the nature of the construction
sector in aggregate. For example, advancements have focused on the development of precast modular concrete, steel or
other components that are superior in terms of strength, durability and versatility. Technological advancements in
construction components, such as mechanical valves, refractories and prefabricated concrete and steel couplings, have
generally increased the ease of construction and reduced project completion times. In the construction process, operators
in the industry use graphics computing equipment to digitally construct projects and ensure project feasibility. Industry
operators also use information technology systems to maintain confidential and proprietary information. Software
developers are constantly improving their programs and specializing in niche apps, so industry operators must stay at the
forefront of this evolution by using programs such as Buildertrend, CoConstruct, ProCore, PlanSwift and Sage 100
Contractor, among others to boost efficiency and remain competitive.

Revenue
Volatility

The level of volatility is    High

  Revenue volatility is moderate to high in the Heavy Engineering Construction
industry in Canada, as is the case for the industry historically.

Revenue has decreased substantially over some years, as government support waned due to the value of nonresidential
construction falling an annualized 1.4% over the five years to 2021. As a result, industry revenue has been constrained in
certain years, as demand and funding for large-scale infrastructure projects across Canada levelled off. However, with the
exception of a slight decline in 2016 and decreased revenue due to COVID-19 (coronavirus) pandemic-related disruptions
in 2020, industry growth has remained low and steady during the period.

In 2015, prior to the current period, industry revenue dropped 11.3% as economic slowdowns weighed on investment in
industry-relevant projects. The decline tapered off in 2016, with revenue contracting 0.7% that year before resuming
expansion in 2017. Finally, industry revenue grew 6.4% in 2018, reflecting the rebounding economic climate.

While industry revenue declined 5.4% in 2020 as the pandemic created operating disruptions and an uncertain outlook,
revenue is anticipated to resume growth in 2021 as delayed projects get underway and expanded government
infrastructure investment bolsters performance. Over the five years to 2021, revenue has fluctuated on average 6.3%.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

The regulatory environment regarding the Canadian Heavy Engineering
Construction industry is complex and involves all tiers of government.
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Strict planning guidelines and construction standards govern most aspects of construction activity, and contractors must
meet both contracted and coded specifications due to their reliance on government contracts.

Compliance with provincial licensing, building codes, pollution controls and occupational health and safety regulations
generally all add to the underlying cost of operating in this industry. However, these costs, in the long-term, may in part
reduce a company's exposure to litigation associated with faulty workmanship and workplace accidents, and can also lower
insurance premiums, which are a consistent threat to profitability. Provincial and municipal regulations also cover other
issues, including but not limited to potential pollution, competing land usage, construction codes and disruption to existing
traffic flow.

Occupational safety and health regulations govern the requirements of safe working conditions, including protective
clothing, scaffolding, harnesses and ventilation. Although not solely specific to this industry, occupational safety and health
regulation is nevertheless pertinent to industry employees. Lastly, access to federal funds under the Investing in Canada
Plan are subject to eligibility. Health and safety protocols have been implemented across the industry in response to the
COVID-19 (coronavirus) pandemic to ensure the well-being of employees. The Canadian Construction Association has
provided guidelines for industry operators to navigate the pandemic, including information regarding financial assistance for
eligible businesses.

Industry
Assistance

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

The Heavy Engineering Construction industry in Canada is given direct
assistance from federal, provincial and municipal governments.

A significant amount of funding for the industry comes from the public sector, with the bulk of this spending occurring at the
municipal and provincial levels. More recently, the federal government has stepped up its support for industry projects
through the Building Canada Plan in 2007, the New Building Canada Plan in 2013 and the newly overhauled Investing in
Canada Plan of 2016, which eclipses the previous versions. In its 2017 budget, the federal government expanded even
further upon this plan. Overall, the Investing in Canada Plan comprises a 12-year infrastructure development initiative that
promises more than $180.0 billion in total funding for federal, provincial and municipal construction and repair projects,
which directly benefits the industry's operators. Moreover, even industry projects funded by the private sector are
underwritten by the federal government. PPP Canada, a federal Crown corporation tasked with forging public-private
partnerships for providing infrastructure, was created under the Economic Action Plan.

There is no formal protection for local operators against foreign competition, as tariff protection does not apply to service-
based industries. However, the industry derives most of its revenue from public-sector investment into local infrastructure.
Consequently, operators are directly affected by government fiscal policy on a local, provincial and federal level.

Industry associations

Outside of government assistance, industry operators can seek the resources of multiple trade organizations that promote
the interests of the industry. These include the Canadian Construction Association, the Western Canada Roadbuilders and
Heavy Construction Association, the Transportation Association of Canada and the World Road Association, which
operates internationally. Several of these organizations are active and aggressive advocates for the increase of public
investment in the nation's transportation infrastructure.

COVID-19

Industry operators were also likely to qualify for some of the assistance programs offered by the government of Canada in
response to the spread of COVID-19 (coronavirus) beginning in 2020. For example, the Canada Emergency Response
Benefit provided a taxable benefit of $2,000 every 4 weeks for up to 16 weeks to eligible individuals, in addition to more
time to pay income taxes. Additionally, companies were able to apply for Canada Emergency Business Account interest-
free loans, which provides up to $40,000 to small businesses, or the Canada Emergency Wages subsidy, which covers up
to $847.00 in weekly wages for eligible employers.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
nonresidential

construction
($b)

2012 50,634 8,481 1,380 1,259 11,638 N/A N/A 954 N/A 176
2013 57,646 9,018 1,825 1,407 13,537 N/A N/A 1,109 N/A 184
2014 55,918 9,770 2,105 1,604 16,579 N/A N/A 1,359 N/A 191
2015 49,624 8,631 2,233 1,845 19,726 N/A N/A 1,724 N/A 173
2016 49,281 8,412 2,320 2,110 21,914 N/A N/A 2,023 N/A 156
2017 49,491 7,784 2,400 2,262 23,763 N/A N/A 2,169 N/A 157
2018 52,634 9,253 2,719 2,413 25,093 N/A N/A 2,352 N/A 162
2019 53,092 8,639 2,701 2,534 26,822 N/A N/A 2,497 N/A 162
2020 50,212 7,542 2,751 2,648 25,906 N/A N/A 2,379 N/A 151
2021 53,950 9,166 2,745 2,742 30,548 N/A N/A 2,927 N/A 146
2022 56,331 9,641 2,859 2,866 32,182 N/A N/A 3,078 N/A 156
2023 57,408 9,798 2,944 2,962 33,219 N/A N/A 3,169 N/A 167
2024 58,582 9,964 3,030 3,055 34,240 N/A N/A 3,260 N/A 172
2025 59,713 10,138 3,117 3,147 35,210 N/A N/A 3,346 N/A 176
2026 60,947 10,338 3,180 3,216 36,150 N/A N/A 3,431 N/A 180

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of
nonresidential

construction
(%)

2012 16.6 10.5 6.39 3.70 9.21 N/A N/A 9.04 N/A 6.93
2013 13.8 6.33 32.2 11.8 16.3 N/A N/A 16.2 N/A 4.83
2014 -3.00 8.33 15.3 14.0 22.5 N/A N/A 22.5 N/A 3.79
2015 -11.3 -11.7 6.08 15.0 19.0 N/A N/A 26.9 N/A -9.46
2016 -0.70 -2.55 3.89 14.4 11.1 N/A N/A 17.3 N/A -9.93
2017 0.42 -7.47 3.44 7.20 8.43 N/A N/A 7.25 N/A 0.83
2018 6.35 18.9 13.3 6.67 5.59 N/A N/A 8.42 N/A 2.66
2019 0.86 -6.63 -0.67 5.01 6.89 N/A N/A 6.16 N/A 0.43
2020 -5.43 -12.7 1.85 4.49 -3.42 N/A N/A -4.75 N/A -6.84
2021 7.44 21.5 -0.22 3.54 17.9 N/A N/A 23.0 N/A -3.77
2022 4.41 5.18 4.15 4.52 5.34 N/A N/A 5.15 N/A 7.01
2023 1.91 1.63 2.97 3.34 3.22 N/A N/A 2.96 N/A 7.00
2024 2.04 1.69 2.92 3.13 3.07 N/A N/A 2.86 N/A 2.94
2025 1.93 1.74 2.87 3.01 2.83 N/A N/A 2.65 N/A 2.39
2026 2.06 1.97 2.02 2.19 2.66 N/A N/A 2.54 N/A 2.50

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 16.7 N/A N/A 4,351 1.88 8.43 81,981
2013 15.6 N/A N/A 4,258 1.92 7.42 81,916
2014 17.5 N/A N/A 3,373 2.43 7.88 81,947
2015 17.4 N/A N/A 2,516 3.47 8.83 87,387
2016 17.1 N/A N/A 2,249 4.10 9.45 92,293
2017 15.7 N/A N/A 2,083 4.38 9.90 91,285
2018 17.6 N/A N/A 2,098 4.47 9.23 93,727
2019 16.3 N/A N/A 1,979 4.70 9.93 93,095
2020 15.0 N/A N/A 1,938 4.74 9.42 91,813
2021 17.0 N/A N/A 1,766 5.42 11.1 95,803
2022 17.1 N/A N/A 1,750 5.46 11.3 95,631
2023 17.1 N/A N/A 1,728 5.52 11.3 95,391
2024 17.0 N/A N/A 1,711 5.56 11.3 95,202
2025 17.0 N/A N/A 1,696 5.60 11.3 95,033
2026 17.0 N/A N/A 1,686 5.63 11.4 94,921

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Construction Association
http://www.cca-acc.com

Western Canada Roadbuilders and Heavy Construction Association
http://www.wcrhca.com

Infrastructure Canada
http://www.infrastructure.gc.ca

Industry Jargon CONSERVATION
Refers to the act of preserving or protecting natural resources and lands.

HYDROPOWER/HYDRAULIC
Electricity generated using the energy of moving water.

MASS TRANSIT
Refers to transportation systems designed to move large volumes of individuals at the same time.

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

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

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

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

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

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

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

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

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

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

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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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
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