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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 Canadian Asphalt Manufacturing industry is still expected to grow, despite the adverse economic
effects of the COVID-19 (coronavirus) pandemic. For more detail, please see the Current Performance chapter.

· The average industry profit margin is expected to decline as volatile raw material prices have caused purchase
costs to increase. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected to fluctuate more than usual due to the coronavirus
pandemic. For more detail, please see the Major Markets chapter.

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



Asphalt Manufacturing in Canada August 2021

5 IBISWorld.com

About This Industry
Industry Definition This industry manufactures paving and roofing materials, including asphalt and tar-paving mixtures, blocks, roofing

cements, coatings and shingles produced from purchased asphaltic materials and coal tar. This industry excludes
asphalt paving products directly produced from petroleum refineries.

Major Players CRH Canada Group Inc.

Sintra

Main Activities The primary activities of this industry are:

Manufacturing asphalt paving blocks

Manufacturing asphalt paving mixtures

Manufacturing asphalt roofing coatings

Manufacturing asphalt shingles

Manufacturing asphalt saturated mats and felts

Manufacturing asphalt roofing cements

Manufacturing undercoating for motor vehicles

The major products and services in this industry are:

Asphalt paving mixtures

Asphalt shingles

Asphalt siding and roofing materials
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Supply Chain

SIMILAR INDUSTRIES

Oil Drilling & Gas Extraction in
Canada

Paper Mills in Canada Petroleum Refining in Canada Lubricant Oil Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Asphalt Manufacturing in the US Lubricants and Other Petroleum
Product Manufacturing in
Australia

Coke Smelting in China Non-Metallic Mineral Product
Manufacturing in the UK
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Industry at a Glance
Key Statistics

$4.5bn
Revenue

Annual Growth

2016–2021

2.9%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

 

$441.2m
Profit

Annual Growth

2016–2021

-6.7%

  Annual Growth

2016–2021

 

9.8%
Profit Margin

Annual Growth

2016–2021

-6.2pp

  Annual Growth

2016–2021

 

143
Businesses

Annual Growth

2016–2021

1.9%

Annual Growth

2021–2026

2.3%

Annual Growth

2016–2026

 

5,023
Employment

Annual Growth

2016–2021

3.1%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

 

$302.2m
Wages

Annual Growth

2016–2021

3.4%

Annual Growth

2021–2026

2.6%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

6.6%
World price of crude oil

2.7%
Government consumption and
investment

-1.2%
Value of nonresidential
construction

4.7%
Value of residential construction

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Increasing   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Barriers to Entry

Medium / Steady

  Industry Globalization
Medium / Increasing

NEGATIVE IMPACT

  Capital Intensity
High   Competition

High / Steady

 

Key Trends

 Government funding has been a key driver underpinning
industry growth

 International trade has been subject to high levels of
volatility

 The industry has endured lower profit levels as purchase
costs have increased

 The prices of many commodities are expected to slightly
stabilize

 The value of industry exports is forecast to decrease over
the next five years

 Any volatility in the world price of crude oil could constrain
profit growth

 Declining demand is expected slow revenue growth and
negatively affect industry profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Medium & Increasing Level of Assistance

  High Profit vs. Sector Average

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  Medium Imports

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Value of nonresidential construction
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Executive Summary Laying it down: Growth in US construction markets will likely stimulate
demand for industry exports

The Asphalt Manufacturing industry in Canada manufactures asphalt, tar-paving mixtures, blocks, roofing cements
and coatings. Most industry products consists of asphalt paving products used in road building, but the industry also
includes the manufacturing of shingles and asphaltic materials used in residential construction. As a result, the
health of the industry can be closely tied to downstream construction markets and government spending on
infrastructure. Although spending on infrastructure is often less volatile, poor economic conditions can cut into
revenue availability, hindering government investment. Industry revenue has increased at an annualized rate of
2.9% to $4.5 billion over the five years to 2021, including an increase of 5.7% in 2021 alone. This increase can be
mainly attributed to the expected economic recovery after the peak of the COVID-19 (coronavirus) pandemic.

While performance has been steady over the past five years, there have been significant developments in
government infrastructure spending that have benefited the industry. In March 2014, Infrastructure Canada launched
the New Building Canada Fund, which provides $14.0 billion in funding for infrastructure projects. In 2016, this fund
was rolled into the Investing in Canada Plan, which is expected to invest $180.0 billion in infrastructure projects
during a 12-year period. As a result of these initiatives, demand for asphalt and concrete blocks and paving products
has increased, sustaining industry operators despite some downstream markets struggling due to the adverse
economic effects of the coronavirus pandemic. Subsequently, declining demand for industry products is also
expected slow revenue growth and negatively affect industry profit due to volatile raw material prices, which have
ultimately increased over the five years to 2021.

Over the five years to 2026, industry revenue is projected to continue to grow, albeit at a slower rate. An improving
economy and increasing levels of corporate profit will likely help stimulate private sector investment. Meanwhile,
operators are also expected to benefit from continued government investment in infrastructure and a growing US
economy, with growth in US construction markets stimulating demand for industry exports. Overall, IBISWorld
forecasts that industry revenue will increase an annualized 2.6% to $5.1 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 expenditures on nonresidential construction, including heavy
infrastructure projects, such as highway and road construction. When highway and road construction investment
increases, demand for asphalt and other related products also increases. As a result, nonresidential construction
growth bolsters industry revenue. In 2021, the value of nonresidential construction is expected to decrease.

 

Government consumption and investment

Government consumption and investment measures federal, provincial and local government spending on services
and infrastructure, which includes highway and road construction. Therefore, increased government expenditure
leads to greater demand for asphalt paving mixtures manufactured by industry operators. In 2021, government
consumption and investment is estimated to increase, representing a potential opportunity for the industry.

 

Value of residential construction

The value of residential construction measures total expenditure on residential construction projects, such as homes
and apartments. Increased residential construction activity boosts demand for asphalt roofing coatings, shingles and
other construction materials manufactured by industry operators. As a result, residential construction growth benefits
industry revenue. In 2021, the value of residential construction is expected to increase.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar compared with the
currencies of Canada's major trading partners. An increasing CEER index indicates an appreciating Canadian dollar,
making imports relatively less expensive on the domestic market. As a result, industry operators experience higher
import competition, lowering revenue and profit. In contrast, a decreasing CEER index boosts industry exports and
revenue due to a depreciating dollar. In 2021, the CEER index is expected to increase.

 

World price of crude oil

Bitumen, the raw material used to manufacture nearly all industry products, is a petroleum product derived from
crude oil. Typically, bitumen prices are driven by crude oil price trends, and as a result, when crude oil prices
increase, industry operators endure higher raw material costs, potentially hurting industry profit. In 2021, the world
price of crude oil is forecast to increase; however, due to its extreme volatility, this poses a potential threat to the
industry.
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Current
Performance

The Asphalt Manufacturing industry in Canada is traditionally composed
of two types of operators.

Road and construction material manufacturers produce asphalt paving blocks, mixtures and emulsions, which are
used to construct roads and highways. Other operators manufacture asphalt shingles, mats, roofing cement and
coating for residential and commercial building construction. Given the nature of industry materials, performance is
closely tied to domestic construction markets, as nonresidential construction drives demand for asphalt paving
blocks while residential construction dictates demand for roofing and building materials.

Over the five years to 2021, domestic construction markets have experienced mixed performances. The value of
residential construction has been particularly volatile, with housing starts experiencing sharp swings during the
period. Meanwhile, the value of nonresidential construction has contracted, with volatile commodity prices causing
various related industries to slash activity levels. Since the federal government has consistently increased
expenditure on infrastructure, helping to increase industry demand through growing road and highway construction
activity, overall industry revenue has increased. Industry revenue has increased at an annualized rate of 2.9% to
$4.5 billion over the five years to 2021, including an increase of 5.7% in 2021 alone. This increase in 2021 can be
mainly attributed to the expected economic recovery following the peak of the COVID-19 (coronavirus) pandemic.
As demand from downstream markets recover, operators are expected to benefit from all of the pent up demand.

FLUCTUATING CONSTRUCTION MARKETS

A variety of macroeconomic factors have caused wild swings in domestic
construction markets in recent years.

For instance, falling crude oil and natural gas prices between 2019 and 2020 resulted in sharp declines in revenue in
the oil and gas sector, cutting into demand from downstream industries. Meanwhile, falling prices of various minerals
similarly slashed new activity from numerous mining industries. Many of these industries are located in remote
areas, and increased performance can result in increased construction activity, demanding roads and other
structures that require industry products. As a result of volatile commodity prices, the value of nonresidential
construction has fallen, decreasing at an annualized rate of 0.9% over the five years to 2021.

GOVERNMENT FUNDING PROVIDES SUPPORT

Given the tepid demand from many construction markets, government
funding has been a key driver underpinning industry growth over the past
five years.
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While government expenditure and investment has risen, increasing at an annualized rate of 2.1% over the five
years to 2021, there have been some significant new programs during the period. Infrastructure Canada announced
the $14.0 billion New Building Canada Fund in 2014, with the intention of providing funding for road, highway and
infrastructure construction. The National Infrastructure Component is expected to provide $4.0 billion in short-term
support for road, transit and infrastructure construction and projects. Additionally, an estimated $10.0 billion is
expected to be provided for supporting large-scale infrastructure construction, including highways and railways
projects at the national, regional and local level by the Provincial-Territorial Infrastructure Component of the fund.

In 2016, the government announced its Investing in Canada Plan, a 12-year program that will dedicate $180.0 billion
to infrastructure improvements. Previous infrastructure programs, such as the New Building Canada Fund, were
rolled up into this one overarching plan, although it also includes more than $100.0 billion in additional planned
expenditure. As many of these funds are available for road building projects, the industry has directly benefited due
to increased demand for asphalt.

UNITED STATES DRIVES INTERNATIONAL TRADE

The United States is the industry's primary trading partner, accounting for
nearly 95.0% of industry imports and exports in 2021.

Asphalt mixtures and emulsions require heated storage, which makes international shipping and transportation very
costly and complicated; as a result, the United States' proximity makes it a natural cost-effective destination for
industry products. The value of exports has increased over the past five years, with growing construction markets in
the United States increasing demand for industry products. Therefore, the value of exports has increased at an
annualized rate of 7.9% to $626.5 million over the five years to 2021. Meanwhile, the value of imports has
decreased at an annualized rate of 3.6% to $433.0 million during the same period. International trade has been
subject to high levels of volatility over the past five years, particularly due to the recent coronavirus pandemic.

PROFITABILITY AND INDUSTRY STRUCTURE

The industry has endured lower profit levels over the past five years as
purchase costs have increased due to recovering crude oil prices, which
are projected to increase an annualized 6.6% over the five years to 2021.

As operators experience higher purchase costs, profit, measured as earnings before interest and taxes, has
decreased to account for 9.8% of revenue in 2021, down from 16.0% in 2016.

Industry participation has risen slightly, with the number of establishments rising an annualized 2.1% to 384
locations over the five years to 2021. Subsequently, the number of employees and industry wages have also
increased to accommodate new establishments. Industry employment has risen an annualized 3.1% to 5,023
workers over the five years to 2021, while industry wages have increased to compensate for the higher skilled
workers needed for industry projects.
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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
residential

construction
($b)

2012 4,294 981 268 101 4,359 352 466 245 4,409 176
2013 3,938 926 330 123 4,020 365 473 225 4,046 184
2014 3,907 1,036 337 126 4,192 365 435 244 3,977 191
2015 4,012 1,102 337 127 4,249 386 513 254 4,139 173
2016 3,908 1,173 346 130 4,317 427 520 256 4,000 156
2017 4,084 1,121 362 135 4,059 438 484 272 4,131 157
2018 4,568 969 362 135 4,753 452 494 277 4,611 162
2019 4,358 963 364 136 4,671 437 427 281 4,349 162
2020 4,260 835 372 139 4,800 467 380 288 4,172 151
2021 4,502 1,027 384 143 5,023 627 433 302 4,308 149
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Industry Outlook
Outlook The Asphalt Manufacturing industry in Canada will likely continue to

experience growth over the five years to 2026 due to improving demand
from key sectors, albeit at a slower rate due to macroeconomic
uncertainty.

This is a result of the global COVID-19 (coronavirus) pandemic. Government construction and infrastructure
expenditure will likely continue to provide a steady source of support for the industry, and the volatility in commodity
prices are expected to temper off slightly over the next five years as economic conditions improve. These factors are
expected to lead to steady demand for nonresidential construction. Meanwhile, demand from the United States will
likely remain elevated due to a favourable exchange rate and burgeoning construction markets. As a result,
IBISWorld forecasts that industry revenue will increase at an annualized rate of 2.6% to $5.1 billion over the five
years to 2026.

GOVERNMENT INFRASTRUCTURE SPENDING

Government expenditure and investment is expected to grow at an
annualized rate of 1.4% over the five years to 2026.

Targeted infrastructure investments will likely continue to sustain demand for industry products. Introduced in 2014,
the New Building Canada Plan, a component of the Investing in Canada Plan, is expected to provide $14.0 billion for
national and provincial infrastructure construction, leading to greater demand for construction materials supplied by
the industry. This plan consists of $10.0 billion allocation toward the Provincial-Territorial Infrastructure Component
(PTIC). The PTIC is expected to further allocate $9.0 billion to nationally and regionally significant infrastructure
projects, which will likely increase demand and revenue. Furthermore, another part of the Investing in Canada Plan
includes an infrastructure bank set up by the federal government, with the goal of using $35.0 billion to attract
private sector and institutional investment for infrastructure projects.

DOMESTIC CONSTRUCTION MARKETS

The value of nonresidential construction is forecast to grow at an
annualized rate of 4.5% over the five years to 2026.

An improving economy and rising corporate profit levels are expected to stimulate additional private investment,
which will likely benefit the industry. Furthermore, the prices of many commodities are expected to slightly stabilize,
encouraging investment in the energy and mining sector over the next five years, stimulating demand for roads and
other infrastructure.

However, industry growth may be constrained from lingering fears surrounding the coronavirus pandemic and the
Delta variant. Although the long-term effects of the pandemic are still unknown, huge declines in demand for travel,
oil and other key industries that affect the economy has already occurred.

NORTH AMERICAN TRADE GROWTH

The value of industry exports is forecast to decrease over the next five
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years, as export values begin to stabilize following a large increase in
2021, which has been driven by greater demand from all of the industry's
main trading partners.

Asphalt products are costly to transport over long distances because they must be kept in heated storage.
Consequently, it is less expensive for construction companies located close to the US-Canadian border to import
asphalt than to purchase it from elsewhere in the United States. As construction activity accelerates, IBISWorld
expects that more US construction contractors will seek to import Canadian asphalt products. However, IBISWorld
still forecasts that the value of industry exports will decrease, falling at an annualized rate of 2.4% to $554.4 million
over the five years to 2026.

Meanwhile, the value of imports is forecast to grow at an annualized rate of 1.3% to $461.8 million during the same
period. Domestic construction companies located near the US-Canadian border are expected to increasingly seek
out US consumers for imported asphalt products that are less costly.

PROFITABILITY

Numerous projects for pipelines and natural gas facilities and other
infrastructure projects are expected to begin over the next five years.

However, any volatility in the world price of crude oil could hinder profitability and constrain profit growth overall. As
a result of uncertain macroeconomic conditions, the average industry profit margin is expected to remain stagnant
over the five years to 2026.

However, with increased demand from key downstream markets, the number of industry establishments is
anticipated to grow, rising at an annualized rate of 2.3% to 431 locations over the five years to 2026. As a result,
industry employment is will likely increase an annualized 2.6% to 5,722 workers during the same period. However,
investments in computing technology and measurement tools are forecast to bolster labour productivity, which will
likely help industry operators manage wage costs.

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
residential

construction
 ($b)

2021 4,502 1,027 384 143 5,023 627 433 302 4,308 149
2022 4,683 1,077 395 147 5,200 505 427 313 4,604 162
2023 4,806 1,106 405 151 5,340 519 437 322 4,723 171
2024 4,909 1,123 414 154 5,468 531 445 329 4,823 177
2025 5,007 1,142 422 157 5,603 543 454 337 4,918 181
2026 5,108 1,168 431 160 5,722 554 462 344 5,016 186
2027 5,207 1,193 440 164 5,848 566 470 351 5,111 191
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is stagnant compared with a growing GDP

The industry experiences steady downstream demand

There is stable product development in the industry

The Asphalt Manufacturing 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 remain stagnant over the 10 years
to 2026. Conversely, Canadian GDP is anticipated to increase at an annualized rate of 2.0% during the same
period. This industry features several characteristics of a mature industry, including stable product development,
consistent demand for industry products and steady profitability.

Asphalt has long been in use as a waterproofing material and experiences a low level of technological change, as
production methods have been stable for some time. Primarily, research and development in the industry is focused
on improving manufacturing efficiency. For instance, industry operators have invested in lower temperature asphalt
mixing techniques, where chemical additives are used to keep asphalt mixture in semiliquid form. Lower temperature
production can reduce energy costs and minimize pollutant emissions.

While the industry is tied to the health of downstream construction markets, the majority of revenue is derived from
sales of asphalt paving products used in highway and road building projects. These projects are primarily financed
by government sources, and investment in these activities tends to be fairly stable from year to year, which helps
moderate industry performance. Governmental expenditure largely influences industry revenue, and an increase in
government spending could potentially spur revenue growth.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Road & Highway Construction in Canada

Bridge & Elevated Highway Construction in Canada

Homebuilders in Canada

2nd Tier

Apartment & Condominium Construction in Canada

Industrial Building Construction in Canada

Roofing Contractors in Canada

Key Selling Industries
1st Tier

Oil Drilling & Gas Extraction in Canada

Sand & Gravel Mining in Canada

Petroleum Refining in Canada

2nd Tier

Gasoline & Petroleum Wholesaling in Canada

Mining, Oil & Gas Machinery Manufacturing in Canada

Plastics & Rubber Machinery Manufacturing in Canada

Products & Services

  Products in the Asphalt Manufacturing industry in Canada are primarily
separated into two categories, which include paving material for roads
and roofing material for houses.

ASPHALT PAVING MIXTURES

The asphalt paving mixtures segment is composed of asphalt paving
blocks, asphalt concrete and other nonliquid asphaltic paving material.

Asphalt paving blocks and concrete are manufactured by mixing bitumen and crushed rocks. Asphalt concrete and
paving material are most commonly used in road and highway construction, in addition to other heavy infrastructure
projects. Over the five years to 2021, demand for asphalt paving mixtures has increased, due to strengthened
government funding for infrastructure construction and an increased number of asphalt paving establishments,
leading to this segment's share of revenue to increase. In 2021, asphalt paving mixtures are expected to account for
67.4% of industry revenue.

ASPHALT SHINGLES

Asphalt shingles are most commonly manufactured using paper and
asphaltic material.

Paper is coated with asphalt and other material, which creates waterproof shingles for roofs. Asphalt shingles can
also be manufactured using fibreglass instead of paper, where asphalt is applied to a fibreglass mat to create
waterproof shingles. Demand for asphalt shingles is heavily dependent on housing construction activity. Over the
past five years, the nonresidential construction market has decreased, compared with a considerable growth rate
from demand for road and highway construction. As a result, this product segment's share of revenue has
decreased. In 2021, asphalt shingles are estimated to account for 32.4% of industry revenue.
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ASPHALT SIDING AND ROOFING MATERIALS

Asphalt siding and roofing materials are used to waterproof roofs and the
exterior sides of structures.

Roof coatings include asphalt mats that cover roofs, in addition to emulsified asphaltic material that is spread on
roofs. Similar to demand for shingles, consumer demand for asphalt roof coatings is dependent on the construction
market. When housing and building construction is low, demand for asphalt roof coatings suffer. This segment's
share of revenue has remained steady over the past five years. In 2021, asphalt siding and roofing materials are
expected to account for 0.2% of industry revenue.

Demand
Determinants

In the Canadian Asphalt Manufacturing industry, asphalt is primarily used
during road and housing construction.

As a result, road and housing construction expenditures generate demand for this industry. Demand for industry
products has experienced some volatility over the five years to 2021, mostly due to fluctuations in demand from
nonresidential and residential construction markets. Another fluctuation in demand for industry products is due to the
COVID-19 (coronavirus) pandemic. This pandemic has changed the way many people work as most companies are
adapting more work-from-home schedules to help reduce some expenses associated with owning or renting an
office space. As a result, the nonresidential construction market has struggled over the five years to 2021,
decreasing an annualized 0.9% during that period.

Road, highway and heavy infrastructure construction has expanded over the past five years, and road and highway
construction tend to be a more stable market. This has been driven, in part, by the Investing in Canada Plan, which
has dedicated $180.0 billion for infrastructure between 2016 and 2028. Some of this funding is expected to be
dedicated to relevant infrastructure development products, and should provide a stable source of demand.

US housing and construction markets also influence demand for industry products. Exports are estimated to account
for 13.9% of revenue in 2021. The United States also accounts for the vast majority of industry exports. As a result,
the relative strength of the Canadian dollar compared with the US dollar can also have an influence on industry
performance.

Major Markets

  Due to the recent COVID-19 (coronavirus) outbreak, products produced by
the Canadian Asphalt Manufacturing industry will likely be affected by
decreased demand from some downstream markets.

  The construction market is set to endure the largest decrease in demand for the industry's products due to
decreasing demand for office spaces as many companies are adopting work-from-home policies.

ROAD AND HIGHWAY CONSTRUCTION

Road and highway construction operators are the industry's primary
market.

Construction contractors purchase asphalt paving mixtures and paving emulsions from industry operators. Demand
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from this market is heavily driven by government infrastructure investments. The majority of this government funding
comes from provincial or local sources. Increased government expenditure has helped road and highway
construction rise as a share of industry revenue over the five years to 2021, accounting for an estimated 58.0% of
revenue in 2021.

HOUSING AND BUILDING CONSTRUCTION

Housing and building construction include consumer homes, office
buildings, apartments and other structures.

Typically, this market requires asphalt shingles and roof coatings to waterproof rooftops. Nonresidential construction
struggled over the five years to 2021, falling an annualized 0.9%. As a result, the number of operators focusing on
shingles related to housing and building construction has fallen over the past five years, leading this segment to
decline as a share of revenue. In 2021, housing and building construction is expected to account for 28.1% of
industry revenue.

EXPORTS

The export market for asphalt is relatively small because asphalt mixtures
must be kept in heated storage, leading to high transportation costs.

The United States accounts for over 95.0% of industry exports in 2021 because proximity to US markets makes it
more cost-efficient to export asphalt. Over the past five years, exports have increased as a share of revenue due to
improving construction markets in the United States. In 2021, exports are expected to account for 13.9% of industry
revenue.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Decreasing

The Asphalt Manufacturing industry in Canada is characterized by a moderate level of international trade, with most
trade being done with the United States. Asphalt paving mixtures require heated storage during transportation,
which can be very costly. As a result, the United States is the only cost-effective trade partner for asphalt
manufacturers.

Exports

The value of industry exports has increased at an annualized rate of 7.9% to $626.5 million over the five years to
2021. The United States accounts for 95.7% of industry exports in 2021, and the increase in the value of exports
has been underpinned by improving construction markets in the United States. While exports to other locations may
spike due to changes in exchange rates or sharp fluctuations in demand in a given year, high transportation costs
constrain possible export growth. The United Kingdom and India are the only additional notable export destination,
and in 2021, both countries accounted for 0.5% of exports. Overall, exports are expected to account for 13.9% of
industry revenue in 2021, an increase from 10.9% in 2016.

Imports

Similar to exports, the United States is the primary source of asphalt imports, accounting for 93.5% of imports in
2021. However, the value of industry imports has decreased at an annualized rate of 3.6% to $433.0 million over the
five years to 2021, accounting for an estimated 10.1% of domestic demand in 2021. The majority of industry imports
are asphalt shingles and roofing products due to the increased expense of transporting asphalt paving products.
Domestic manufacturing of such products has also declined in recent years, making it easier for foreign companies
to enter the market.
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Business
Locations

  Establishments in the Canadian Asphalt Manufacturing industry are distributed according to population and industrial activity.
Asphalt paving products are costly to transport, which provides companies with an incentive to be located near their major
markets. Given the importance of industry products to construction activity, the provinces that are most populous, and thus,
containing the most construction projects, tend to hold the majority of industry products.

Quebec and Ontario, the two most populous provinces, account for 34.6% and 36.5% of industry establishments, respectively, in
2021. High population often results in greater demand for housing, roads, highway and other infrastructure facilities.
Consequently, demand for asphalt paving and asphalt roofing products are particularly high in Quebec and Ontario. Additionally,
they are the primary manufacturing hubs of Canada, with established infrastructure for manufacturing. As a result, new operators
are more likely to maintain facilities in Quebec and Ontario.

Alberta and British Columbia account for 10.8% and 7.8% of industry establishments, respectively, in 2021. Following Ontario and
Quebec, Alberta and British Columbia are the most populous provinces in Canada, which contributes to demand for asphalt
shingles and paving products. Additionally, Alberta is the energy hub of Canada, with extensive crude oil and bitumen production
resources. As a result, industry companies are located in Alberta to minimize raw material transportation costs.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Canadian Asphalt Manufacturing industry has a low level of market share concentration, with the four largest
operators estimated to account for 27.0% of industry revenue in 2021. The industry is primarily composed of various
small- to medium-sized businesses, with an estimated 61.4% of businesses employing fewer than 20 employees per
establishment. Additionally, an estimated 91.0% of industry establishments have fewer than 50 workers. The
industry has high transportation costs that make it expensive and difficult for companies to ship products across the
country, and as a result, most industry operators focus on local and regional markets. This limits the scale of
competition in the industry, and as a result, market share tends to change little from year to year. The industry has
experienced increased participation over the five years to 2021, which has heightened competition and reduce
market share concentration slightly.

Key Success
Factors

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

Ability to accommodate environmental requirements:
Asphalt manufacturers are subject to federal and provincial regulations on energy usage and pollutant emissions.
Companies that fail to abide by regulations may endure fines and sanctions.

Proximity to key markets:
Asphalt is very costly to transport because asphalt mixtures must be kept in heated storage. As a result, operators
that are located close to downstream customers can lower transportation expenses, which boosts profitability.

Having a good reputation:
Asphalt shingles and roof coatings are used to protect consumer households. As a result, customers are especially
concerned with product quality. Companies with an established reputation for quality products can benefit from
greater demand and revenue.

Ability to take advantage of government construction projects:
Federal and provincial governments provide funding for road and highway infrastructure projects. Industry operators
that can supply asphalt paving products to government projects can benefit from greater revenue growth.

Effective quality control:
Ineffective temperature or general quality control can render asphalt mixtures unusable. Companies that implement
effective quality control techniques, such as automated measurement tools and computer-controlled production, can
lower operating costs.
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Cost Structure
Benchmarks

  Profit

Industry profit has remained relatively high over the past decade, with
regional competition due to the materials operators provide to help
prevent significant price competition. Prices have risen somewhat over
the five years to 2021 due to the volatility of the price of oil. However,
despite Increased government expenditure on infrastructure, profit has
still decreased due to a rise in purchase costs and the decrease in
demand endured in 2020 from the COVID-19 (coronavirus) pandemic.

Profit is not generally volatile and benefits from fairly consistent
demand from government infrastructure spending. There is also
minimal import competition due to the nature of industry materials and
the complications of long-distance transportation, which helps to limit
potential competition from operators in countries with lower wage costs.
However, due to the adverse economic effects of coronavirus, such as;
volatile raw material prices, slumped demand from downstream
markets and uncertain macroeconomic conditions, these have all
contributed to the industry's declining profit. Profit, measured as
earnings before interest and taxes, is expected to account for an
estimated 9.8% of revenue in 2021, down from 16.0% of revenue in
2016.

 

  Wages

Wage costs are expected to account for 6.7% of industry revenue in
2021. Industry operators are dependent on skilled workers to manage
and operate computers and machinery used during asphalt
manufacturing. Despite technological developments that have improved
industrial automation, wages as a share of revenue have risen slightly
over the past five years. This has primarily occurred due to the number
of employees increasing during the reporting period.
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  Purchases

Similar to the manufacturing sector, purchases account for the largest
share of industry revenue. In 2021, purchase costs are estimated to
account for 64.7% of revenue. Purchases are composed of the raw
materials used to produce asphalt paving and roofing. Crude oil
derivatives, such bitumen, are the primary raw materials used to
manufacture asphalt roofing and pavement. Industry operators require
crushed gravel, rocks and sand for asphalt pavement, while paper is a
commonly used material to manufacture asphalt shingles. Components,
such as fibreglass netting, can also be incorporated to bolster the
durability of asphalt shingles. Over the past five years, purchase costs
have increased as a share of revenue, mainly due to an overall
increase in the world price of oil over the five years to 2021.

 

  Marketing

Marketing is not a significant expense for industry operators,
accounting for an estimated 0.4% of revenue in 2021. Most operators
have their own in-house sales teams performing outreach and do not
need to heavily invest in marketing activities.

 

  Depreciation

Asphalt plants require considerable storage and heating capacity,
including storage tanks for bitumen and crushed gravel and rocks. The
finished asphalt pavement mixture requires heated storage because it
solidifies once cooled. Depreciation costs are expected to account for
6.3% of industry revenue in 2021, with such expenses mostly
composed of equipment upgrades and maintenance. In recent years,
industry companies have stepped up investments in more effective
measurement tools, which monitor asphalt properties. Measurement
tools bolster manufacturing efficiency and improve product quality.
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  Rent

Rent costs account for an estimated 1.5% of industry revenue in 2021.
Most industry facilities are not large and do not have significant rent
costs. However, due to the nature of industry products, facilities do
need to be located relatively close to major end markets and
construction areas, which can raise rent costs for those companies
servicing urban clients.

 

  Utilities

Asphalt manufacturing can be highly energy-intensive because bitumen
must be heated. While there have been efforts to improve energy
efficiency and reduce consumption, utility expenses have remained at a
comparable level over the past five years. IBISWorld estimates utility
costs to account for 2.8% of industry revenue in 2021.

 

  Other Costs

Asphalt manufacturers spend an estimated 7.8% of revenue in 2021 on
other costs, such as repair and maintenance, professional services
fees, insurance and interest expenses, general administration, research
and development, taxes, storage costs and miscellaneous charges.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Competition within the Asphalt Manufacturing industry in Canada is high
and steady, as there are many companies that capture a minimal share of
the market.

Barriers to entry are medium, which limits the ability of new companies to enter the industry, and thus, limiting
internal competition. The vast majority of Canada's roads are paved with asphalt.

INTERNAL COMPETITION

Competition with other asphalt manufacturing companies is based mainly
on plant location and price, as the product is largely undifferentiated.

An asphalt manufacturer's plant location is quite important. Since asphalt hardens as it cools, it must be produced
within a 24.0- to 40.0-kilometre radius of paving use. Therefore, timeliness is an integral component in the industry
and the location of company facilities and their proximity to key customers is important to meeting delivery
deadlines. To remain competitive, companies generally settle in densely populated regions where there are large
consumer markets to support. Plants in these regions serve smaller areas to keep within travel time constraints.
These area plants compete with one another as clients want to pay the lowest possible price for asphalt to maximize
their own profit margin.

Asphalt paving products are more generic than asphalt roofing products. Name recognition, reputation and
technological innovation are more likely to sway customers purchasing roofing products than price. This gives
asphalt roofing manufacturers an incentive to invest in product development to capture a larger profit margin.

EXTERNAL COMPETITION

Asphalt manufacturing companies endure external competition from
concrete manufacturers.

Concrete settles more easily and its binding agent is not derived from petroleum, and therefore, it is not reliant on
the price of oil. Construction, weather and soil also effect customers' choice, with company land and stable
temperatures being more conducive to concrete use as it is prone to crack with freeze and thaw cycles.

Alternatives to asphalt roofing products have gained in popularity in residential and nonresidential construction
markets. Slate, metal and clay tiles offer consumers creative differentiation from asphalt shingles, despite having a
higher price point. Additionally, alternatives, such as rubber roofs, vinyl roofs, solar roofs and thermoplastic roofs, cut
down on air pollution and are more energy efficient.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  The Asphalt Manufacturing industry in Canada has
medium barriers to entry. The primary barrier to entry is
the cost associated with establishing a plant and securing
necessary financing. The availability of such funds
depends on many factors, including regulation on lending
and borrowing and business prospects. A new high-output
plant costs an estimated $4.0 million, while initial raw
material expenses for items such as stone and liquid
asphalt can cost an additional $2.0 million. To reduce the
risk associated with these extensive capital requirements,
an operator must understand local price competition and
obtain an accurate estimate of local supply needs.
Additionally, potential operators must accurately project
how much of this local market can be captured given the
locations existing level of competition.

New businesses may also find it difficult to secure the
right mixture of staff required to run operations efficiently.
Skilled professionals working in manufacturing are
increasingly hard to find, especially engineers required by
industry operators. Securing permits for location provide
additional barriers to entry. Obtaining these permits are
only made more difficult by the enhanced focus on
environmental issues by the public at large. For example,
industry operators have been increasingly met with local
opposition for asphalt plants considered too close to
residential neighbourhoods. Compliance costs associated
with municipal environmental regulations for storm water
management provide additional obstacles for new
entrants to overcome.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Asphalt Manufacturing industry in Canada has a medium level of globalization. Trade between Canada and the
United States is supported by proximity, which helps to facilitate trade since it is often not feasible to transport asphalt
over long distances. As a result, the United States is the primary trading partner, accounting for over 90.0% of imports
and exports in 2021. Due to these close ties, US construction market trends are one of the primary demand drivers for
industry exports, and falling exports can negatively influence industry revenue. Nevertheless, exports are estimated to
account for only 13.9% of revenue in 2021, limiting the overall influence of exports on industry performance.

Over the five years to 2026, industry globalization is projected to increase. As emerging economies expand infrastructure
construction, demand for asphalt materials is projected to increase, thereby fuelling globalization growth. There are also a
large number of multinational building materials manufacturers operating in this industry. IKO Industries Ltd. is a major
global roofing manufacturer. French company LafargeHolcim Ltd., while lacking domestic asphalt manufacturing facilities,
is a significant competitor as it has asphalt manufacturing capabilities across the United States and the ability to transport
goods to Canada.
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Major Companies

Major Players CRH Canada Group Inc.

Market Share: 10.9%

  CRH Canada Group Inc. (CRH Canada) is headquartered in Concord, ON, and is a subsidiary of CRH PLC (CRH),
a multinational building materials manufacturer. CRH Canada is a leading building materials manufacturer, and it
provides cement, aggregate, concrete and other construction solutions across Canada and the Northern United
States. The company employed 3,000 people in 2020 (latest data available).

CRH Canada is composed of eight distinct divisions, and its industry-relevant activities are conducted by Dufferin
Construction Company (Dufferin). Dufferin was originally founded in 1912, and in 2021, its industry-relevant
activities consist of 14 asphalt manufacturing plants, all located in Ontario. The company is one of Ontario's largest
hot-mix asphalt producers and is a leader in the provision of asphalt construction services, particularly in southern
Ontario. It has pursued a range of projects in recent years, primarily highways and road rehabilitation in Ontario.

The structure of the company has changed significantly in recent years. Dufferin became a division of Lafarge
Canada Inc., the primary subsidiary of LafargeHolcim Ltd. (LafargeHolcim) in 2009. When Lafarge SA merged with
Holcim in 2015, as part of this deal, LafargeHolcim sold its Canadian division to CRH. The company changed hands,
although there was no significant interruption to its operations, and it maintained seven asphalt manufacturing
plants. In 2017, CRH Canada acquired some assets of KJ Beamish Construction Co. Limited, (KJB) and this
acquisition brought nine facilities and 250 employees into CRH Canada's operations. This acquisition doubled the
size of the company's industry-relevant operations, increasing the number of asphalt facilities, with all asphalt
facilities still in Ontario.

Financial performance

IBISWorld estimates that CRH Canada's industry-relevant revenue has grown an annualized 21.3% to $489.5
million over the five years to 2021. Company revenue is estimated to have almost doubled in 2017 due to the
acquisition of several of KJB's asphalt manufacturing plants. CRH Canada holds almost one-fifth of all Ontario
facilities and is estimated to have a profit margin comparable to the industry average. The company's industry-
relevant operating profit, measured as earnings before interest and taxes, has also increased an annualized 30.1%
to $74.9 million over the five years to 2021.

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

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 186.5 N/C 20.1 N/C
2017 189.0 1.3 20.3 1.0
2018 423.1 123.9 56.3 177.3
2019 479.5 13.3 65.7 16.7
2020 520.2 8.5 75.3 14.6
2021 489.5 -5.9 74.9 -0.5

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

Sintra Inc.

Market Share: 9.1%

  Sintra Inc. (Sintra) is headquartered in Quebec and was founded in 1974. The company is known for specializing in
road construction and civil engineering, and builds roads, bridges, sewer systems, airports, runways and other
industrial structures. Sintra is a subsidiary of Colas Group, a worldwide leader in road construction. Sintra operates
through six different subdivisions, including Sintra Energie and Construction BML. The company also operates
through four division offices located across Quebec. In 2021, Sintra employs 1,600 workers across 35
manufacturing plants. Seven of these facilities are cement concrete plants, and the company also operates over 100
quarries, gravel pits and sand pits. Sintra operates in the Asphalt Manufacturing industry in Canada through its
production and sales of hot mix asphalt. According to the company's website, it operates 28 hot mix asphalt plants,
and produces more than 2.0 million tonnes of hot mix asphalt in a given year.

Due to the volume of company production, Sintra has been able to take on substantial projects. For example, in
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2019, in conjunction with Bouygues Building Canada Inc., Sintra signed a contract worth $32.7 million in funding to
design and build phase three of Highway 85 in Ontario. Sintra appears to have steadily expanded its operations
recently through the acquisition of smaller competitors in Quebec. For instance, in June 2017, Sintra acquired two
asphalt plants in addition to other assets from La Compagnie Meloche Inc. for an undisclosed sum.

Financial performance

The company is privately held and does not disclose any financial information. IBISWorld estimates that Sintra's
industry-relevant revenue has grown steadily over the past five years, aided by acquisitions that have increased the
number of company facilities, bolstering output. Given the industry's fairly stable performance in recent years, it is
unlikely that the company has experienced significant growth. Notably, although purchasing costs were reduced, the
company's operating profit still decreased slightly due to the fall in demand from the COVID-19 (coronavirus)
pandemic. Overall, IBISWorld estimates that the company's industry-relevant revenue has increased at an
annualized rate of 3.9% to $410.3 million over the five years to 2021. Sintra's operating profit, measured as earnings
before interest and taxes, has decreased an annualized 5.8% to $40.2 million during the same period.

 
Sintra Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 338.8 N/C 54.2 N/C
2017 361.0 6.6 50.7 -6.5
2018 403.8 11.9 37.6 -25.8
2019 395.1 -2.2 37.8 0.5
2020 400.8 1.4 25.2 -33.3
2021 410.3 2.4 40.2 59.5

Source: IBISWorld
Note: *Estimates

Other Companies Beton Provincial Ltee

  Market Share: 4.7%
  Beton Provincial Ltee (Beton Provincial) is headquartered in Matane, QC, and was originally founded in 1960. Over

nearly 60 years, the company has grown to become one of Quebec's largest building materials manufacturers,
operating primarily in Eastern Canada. The company employs over 2,000 workers across various facilities in
Quebec, New Brunswick and Newfoundland and Labrador. It has remained privately owned during its existence.

Beton Provincial operates with several distinct segments, which include ready-mix concrete, crushed stone and
aggregate, cement and asphalt and pavement. It participates in the Canadian Asphalt Manufacturing industry
through its asphalt manufacturing plants. The company is one of the largest asphalt manufacturers in Quebec, with
18 total facilities, including six mobile batch plants. Beton Provincial primarily produces asphalt concrete for
pavement.

The company has pursued a wide range of projects in recent years, although the majority of industry production is
dedicated to paving roads, highways and airports across Quebec and Eastern Canada. Beton Provincial is a private
company that does not release any financial information, although IBISWorld estimates that the company will
generate $211.0 million in industry-relevant revenue in 2021. While the company has pursued a wide range of
projects, its primary source of revenue comes from projects done in Quebec.

IKO Industries Ltd.

  Market Share: 2.3%
  IKO Industries Ltd. (IKO) was founded in 1951 as a manufacturer of building paper, and later began the production

of coated roll roofing. The company produced its first asphalt shingle in 1954 and established the first shingle plant
in 1959 in Brampton, ON. More recently, the company has expanded its operations to the United States, Belgium,
England, France, the Netherlands and Slovakia. The company employs 3,500 people and has 25 manufacturing
plants across North America and Europe in 2020 (latest data available).

In Canada, the company has 12 manufacturing facilities along with its headquarters in Brampton, ON. The company
also has a Centre of Excellence in Antwerp, Belgium in addition to its manufacturing sites and sales branches
across Europe. The company operates in this industry through its production of three different types of asphalt
shingles, which include traditional three-tab shingles, architectural laminated and premium designer. Furthermore,
IKO manufactures industry-relevant rolled roofing products and accessories. The company is family owned and
privately held, and therefore does not disclose any financial information. IBISWorld expects IKO to generate an
estimated $105.5 million in industry-relevant revenue in 2021.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Asphalt Manufacturing industry in Canada has a
moderate to high level of capital intensity. Capital
investments are concentrated on manufacturing plants,
machinery and transportation vehicle. Asphalt is
manufactured by combining crushed rock, sand and gravel
with a binding material, such as bitumen. Rocks and other
aggregate material must be heated and combined with hot
bitumen. The end product needs to be heated during
storage because asphalt sets and hardens once cooled. As
a result, asphalt production plants are primarily composed
of storage facilities and heating machinery for asphalt and
its intermediary products.

Recent capital investments have targeted more effective
measurement tools. These include instruments that test the
viscosity, moisture level, air pressure and other essential
characteristics of asphalt. Closely monitoring asphalt
properties can improve product quality and reliability, which
boosts industry revenue and profitability. Additionally,
similar to the entire manufacturing sector, computer-
controlled production has expanded, enabling industry
companies to produce more precise asphalt mixtures.

Conversely, asphalt manufacturers are also dependent on
skilled employees, especially engineers and technicians
that can operate complex machinery and ensure quality
control. Over the five years to 2021, wages as a share of
revenue have increased slightly. In 2021, for every $1.00
spent on labour, industry operators are expected to spend
$0.94 on capital investments.
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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.

Medium Innovation
Concentration

Potential 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.

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.

High Market
Concentration

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

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

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 Asphalt Manufacturing industry in Canada holds an important role in the
Canadian construction sector, but is exposed to some serious technological
disruptions stemming from its competitors.

Since asphalt endures external competition from alternative products for construction, technological developments by these
manufacturers may disrupt the industry. Innovative cement products for construction pose a serious threat to the industry
as they are not derived by petroleum and can compete on price and quality for binding. As a result, technological
developments in the manufacturing of cement pose as a potential disruption to the industry, but have yet to unfold into a
serious threat.

A more current technological disruption that has affected the industry has come from developments in the residential
construction roofing materials. Products such as vinyl, rubber, thermoplastic and solar roofing have grown to become more
efficient and ecofriendly products that can cut down on pollution and be more energy efficient. Their price point still makes
asphalt roofing competitive, but potential technological advancements in these products can drive down the price and shift
away demand from the industry.

The level of technology change is    Medium

  Asphalt produced by the Canadian Asphalt Manufacturing industry has long
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been in use as a waterproofing and adhesive material, while asphalt paving
can also trace its roots to the late 19th century.

The fundamental technology behind asphalt pavement, in which rocks and gravel are mixed with bitumen, has not
significantly changed in recent years. Instead, research and development (R&D) is primarily focused on bolstering
manufacturing efficiency and lowering production costs. New manufacturing processes can also reduce emissions and
pollution from asphalt plants.

Hot mix asphalt is a commonly used method to manufacture asphalt paving material. Typically, aggregates such as sand
and gravel, which make up an estimated 95.0% of asphalt paving, are dried to remove moisture. The asphaltic material,
typically bitumen, is heated to decrease its viscosity. Bitumen is then mixed with aggregates to produce asphalt pavement,
which must be kept at a high heat during storage and transportation.

Due to the heat requirements, hot mix asphalt manufacturing can be highly energy intensive. As a result, R&D has been in
the process of developing alternative production methods. Warm mix asphalt, developed in Europe, can produce asphalt at
lower temperatures, thereby lowering energy related costs and emissions. Chemical and organic additives are added to the
mixture to keep viscosity low during production.

Asphalt shingles, which are used as roofing material, are another common industry product. Asphalt shingles are
manufactured using paper and asphalt, which creates a waterproof material to protect roofs. Other components, such as
fibreglass mats, can be incorporated to bolster roofing durability. Asphalt shingles have experienced relatively low
technological developments in recent years. Primarily, industry operators have focused on developing recycling processes
for asphalt roofing. Grinding machinery is used to break up asphalt shingle, after which the recycled material can be
processed by hot mix asphalt plants.

Revenue
Volatility

The level of volatility is    Medium

  The Asphalt Manufacturing industry in Canada has exhibited moderate levels
of revenue volatility over the five years to 2021, mostly driven by fluctuations
in downstream construction markets and crude oil prices, which are driven by
a variety of macroeconomic indicators.

Since asphalt is derived from crude oil, industry operators are typically able to pass on fluctuations in oil costs to
downstream customers.

The industry performed poorly early during the reporting period, with concerns over a housing bubble causing a temporary
slowdown in construction in 2016, which would have cut into demand for asphalt shingles, a key product segment. In
addition, nonresidential construction activity decreased during that same period, diminishing demand for asphalt paving
over those years.

Overall, the economy has since been improving, with federal infrastructure spending and residential spending growing
steadily. Industry volatility is moderated to some extent by its use in road and highway construction, with such activities
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generally being conducted by government sources and spending on these projects tends to be less volatile than spending
on more discretionary construction activity.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Operators in the Asphalt Manufacturing industry in Canada experience
moderate government regulations concerning the safety and environmental
effect of asphalt manufacturing.

Some provincial governments have implemented direct regulations on asphalt plants, while federal regulations are primarily
general regulations on pollution and safety.

The Canadian Environmental Protection Act (CEPA) of 1999 provided the federal government with greater environmental
regulatory authority. CEPA regulated harmful substances, water pollution, hazardous waste disposal, engine emissions and
other environment threats. Asphalt fumes can have detrimental health effects, and industry operators must minimize health
risks to consumers and workers. Asphalt plants are also highly energy-intensive because high heat is required during
asphalt production. As a result, industry companies must report emission levels and minimize emissions during the
manufacturing process.

There are also numerous different provincial regulations targeting asphalt manufacturers. In British Columbia, under the
Environment Management Act, asphalt usage is regulated between May 1 and September 30, when high temperatures can
increase emissions from asphalt. Additionally, industry operators are also subject to regulations on plant maintenance,
location, emissions, heat generation and government monitoring. All asphalt production equipment and machinery must be
registered with provincial regulators. Ontario and Quebec also limit asphalt usage during summer ozone seasons, when
pollutant levels are especially high.

Industry
Assistance

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

Operators in the Asphalt Manufacturing industry in Canada receive minor
assistance from protective tariffs.

Asphalt roofing mats are subject to a 6.5% tariff, while asphalt shingles have a 2.5% tariff duty. However, protective tariffs
have minimal influence on industry revenue and profitability since majority of trade occurs with the United States.

However, government infrastructure investments can be a major demand driver for industry products. Public sector road
and utility construction projects require asphalt paving and roofing materials, which are manufactured by industry operators.
Infrastructure Canada manages federal funding initiatives, such as the Investing in Canada Plan. Launched in 2016, it
provides over $180.0 billion over 12 years into a variety of different infrastructure investments, including local road
maintenance and construction, which could translate to greater demand for asphalt products. Other government funding
initiatives, such as the Infrastructure Fund and the Canada Strategic Infrastructure Fund, have also fuelled construction
expenditures, which has led to greater demand for industry products. Over the five years to 2021, government funding has
been critical in supporting demand for industry products, due to often poor demand from the private sector.

As with many other industries in 2020 and 2021, the COVID-19 (coronavirus) pandemic significantly affected this one. The
Canadian Government has instituted a variety of assistance programs that industry operators have and are likely to
continue to benefit from. For example, the Canada Emergency Wage Subsidy provides up to $847.00 per week for eligible
employers that have been negatively affected by the coronavirus. Additionally, operators can take advantage of improved
access to credit and loans to remain liquid.
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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
residential

construction
($b)

2012 4,294 981 268 101 4,359 352 466 245 4,409 176
2013 3,938 926 330 123 4,020 365 473 225 4,046 184
2014 3,907 1,036 337 126 4,192 365 435 244 3,977 191
2015 4,012 1,102 337 127 4,249 386 513 254 4,139 173
2016 3,908 1,173 346 130 4,317 427 520 256 4,000 156
2017 4,084 1,121 362 135 4,059 438 484 272 4,131 157
2018 4,568 969 362 135 4,753 452 494 277 4,611 162
2019 4,358 963 364 136 4,671 437 427 281 4,349 162
2020 4,260 835 372 139 4,800 467 380 288 4,172 151
2021 4,502 1,027 384 143 5,023 627 433 302 4,308 149
2022 4,683 1,077 395 147 5,200 505 427 313 4,604 162
2023 4,806 1,106 405 151 5,340 519 437 322 4,723 171
2024 4,909 1,123 414 154 5,468 531 445 329 4,823 177
2025 5,007 1,142 422 157 5,603 543 454 337 4,918 181
2026 5,108 1,168 431 160 5,722 554 462 344 5,016 186

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of
residential

construction
(%)

2012 -4.01 2.71 0.00 -0.99 -6.64 -9.43 26.9 -10.3 -0.98 6.93
2013 -8.29 -5.54 23.1 21.8 -7.78 3.89 1.45 -8.15 -8.23 4.83
2014 -0.79 11.8 2.12 2.43 4.27 -0.09 -8.04 8.07 -1.69 3.79
2015 2.68 6.37 0.00 0.79 1.35 5.69 17.8 4.26 4.07 -9.46
2016 -2.61 6.42 2.67 2.36 1.60 10.8 1.32 0.82 -3.36 -9.93
2017 4.52 -4.38 4.62 3.84 -5.98 2.36 -6.89 6.28 3.27 0.83
2018 11.8 -13.6 0.00 0.00 17.1 3.24 2.06 1.57 11.6 2.66
2019 -4.61 -0.69 0.55 0.74 -1.73 -3.33 -13.5 1.59 -5.68 0.43
2020 -2.27 -13.3 2.19 2.20 2.76 7.02 -11.1 2.63 -4.06 -6.72
2021 5.68 23.1 3.22 2.87 4.64 34.0 13.9 4.82 3.26 -1.39
2022 4.02 4.84 2.86 2.79 3.52 -19.4 -1.51 3.63 6.87 8.17
2023 2.61 2.69 2.53 2.72 2.69 2.81 2.39 2.65 2.58 5.82
2024 2.15 1.52 2.22 1.98 2.39 2.29 1.96 2.36 2.13 3.27
2025 2.00 1.69 1.93 1.94 2.46 2.14 1.84 2.37 1.97 2.66
2026 2.01 2.28 2.13 1.91 2.12 2.15 1.83 2.10 1.98 2.70

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 22.8 10.6 8.19 985 5.72 16.3 56,297
2013 23.5 11.7 9.28 980 5.72 12.2 56,070
2014 26.5 10.9 9.34 932 6.23 12.4 58,111
2015 27.5 12.4 9.62 944 6.33 12.6 59,779
2016 30.0 13.0 10.9 905 6.55 12.5 59,324
2017 27.5 11.7 10.7 1,006 6.66 11.2 67,061
2018 21.2 10.7 9.89 961 6.05 13.1 58,174
2019 22.1 9.83 10.0 933 6.45 12.8 60,137
2020 19.6 9.11 11.0 887 6.77 12.9 60,063
2021 22.8 10.1 13.9 896 6.71 13.1 60,163
2022 23.0 9.26 10.8 901 6.69 13.2 60,231
2023 23.0 9.25 10.8 900 6.69 13.2 60,206
2024 22.9 9.23 10.8 898 6.70 13.2 60,187
2025 22.8 9.22 10.8 894 6.73 13.3 60,129
2026 22.9 9.21 10.9 893 6.73 13.3 60,119

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Asphalt Shingle Manufacturers' Association
http://www.casma.ca

Canadian Technical Asphalt Association
http://www.ctaa.ca

Asphalt Institute
http://www.asphaltinstitute.org

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

Industry Jargon AGGREGATES
Crushed rocks, gravel, sand and stone. Aggregates are combined with bitumen to form asphalt paving products.

BITUMEN
Also known as asphalt or tar. Bitumen is a crude oil distillate that is used to bind aggregates together to produce
asphalt paving products.

EMULSION
A mixture of chemical additives, bitumen and aggregates that are typically mixed at lower temperatures.

SHINGLES
Asphalt roof tiles that are typically manufactured by coating paper with bitumen.

VISCOSITY
The thickness of fluids. Asphalt products manufacturing requires high heat because bitumen has high viscosity.

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

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

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

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

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

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

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

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

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

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

WAGES
The gross total wages and salaries of all employees in the industry.



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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