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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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Covid-19
Coronavirus
Impact Update

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

• The Machine Shop Services industry in Canada relies on the manufacturing sector
for downstream demand. As a result, as manufacturing activity slows, demand will
fall, drastically constraining revenue. For more detail, please see the Demand
Determinants chapter.

• The industry's level of competition is forecast to rise as construction activity slows
and remaining players must compete more heavily for the remaining work. For
more detail, please see the Basis of Competition chapter.

• The industry is expected to experience a decline in revenue in 2020 because of
rising economic uncertainty and falling manufacturing activity. For more detail,
please see the Current Performance chapter.

Note: The content in this report is currently being updated to reflect the trends
outlined above.
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About This Industry
Industry Definition This industry is primarily engaged in operating machine tools, such as lathes,

including computer numerical control; automatic screw machines; and machines
for boring, grinding, milling and otherwise working metal, to produce machine parts
and equipment, other than complete machines, for the trade. Machine shops
providing custom and repair services are included in this industry.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry:

Manual and computer numerical control milling services

Drilling and boring services

Grinding and planning services

Turning services to produce cylindrical components

Fastening services using automatic screw machines

The major products and services in this industry:

Milling

Turning

Grinding

EDM and ECM activities

Other machining services
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Supply Chain
 

 

SIMILAR INDUSTRIES

Metal Stamping & Forging in
Canada

Metal Plating & Treating in
Canada

Aircraft, Engine & Parts
Manufacturing in Canada

Space Vehicle & Missile
Manufacturing in Canada

Machinery Maintenance &
Heavy Equipment Repair
Services in Canada

   

RELATED INTERNATIONAL INDUSTRIES

Machine Shop Services in
the US
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Industry at a Glance
Key Statistics

$6.1bn
Revenue

Annual Growth Annual Growth Annual Growth

2016-2021 2021-2026 2016-2026

1.5% 1.7%

$468.1m
Profit

Annual Growth  Annual Growth

2016-2021  2016-2026

-0.7%

7.7%
Profit Margin

Annual Growth  Annual Growth

2016-2021  2016-2026

-0.9%

3,996
Businesses

Annual Growth Annual Growth Annual Growth

2016-2021 2021-2026 2016-2026

-0.7% 0.4%

31,036
Employment

Annual Growth Annual Growth Annual Growth

2016-2021 2021-2026 2016-2026

2.2% 1.3%

$1.8bn
Wages

Annual Growth Annual Growth Annual Growth

2016-2021 2021-2026 2016-2026

1.4% 1.4%

Key External Drivers % = 2016-2021 Annual Growth

-0.6%
Demand from metal stamping and forging

1.5%
Demand from machinery manufacturing

-0.1%
Aggregate private investment

-0.2%
Industrial capacity utilization

Industry Structure

POSITIVE IMPACT

Capital Intensity
Low

Concentration
Low

Regulation
Light

Globalization
Low

MIXED IMPACT

Life Cycle
Mature

Revenue Volatility
Medium

Barriers to Entry
Medium

NEGATIVE IMPACT

Industry Assistance
Low

Technology Change
High

Competition
High

Key Trends

 CNC machining is most useful for producing small runs of
complicated shapes

 The aerospace markets are at the forefront of product and
material innovations

 Profit for the average industry operator is expected to
continue fluctuating

 Recovering commodity prices will likely lead to shrinking
profit

 Increasing industry revenue will attract new entrants to the
industry

 The industry will likely continue to adopt emerging
technologies

 Rising capital investments in automated equipment have
decreased this industry's dependence on labour
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Products & Services Segmentation

Milling

39.2%

Turning

45.9%

Grinding

7.5%

EDM and ECM activities

3.2%

Other machining services

4.2%

Machine Shop Services
Source: IBISWorld

Major Players % = share of industry revenue SWOT

STRENGTHS

Low Imports
High Profit vs. Sector Average
Low Product/Service Concentration
Low Capital Requirements

WEAKNESSES

Low & Steady Level of Assistance
High Competition
High Customer Class Concentration
Low Revenue per Employee

OPPORTUNITIES

High Revenue Growth (2016-2021)
High Revenue Growth (2021-2026)
Demand from metal stamping and
forging

THREATS

Low Revenue Growth (2005-2021)
Low Outlier Growth
Low Performance Drivers
Industrial capacity utilization
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Executive
Summary

The Machine Shop Services industry in Canada creates finely tuned
parts and components used in the manufacturing of high-
performance durable goods, such as cars, aircraft, agricultural, oil
field and medical equipment.

Industry operators also provide custom milling, turning and boring services for
conventional metal goods and stamped metals. Consequently, industry revenue is
highly susceptible to changes in Canadian industrial production. As demand from
vital downstream automotive, aviation and heavy machinery manufacturing
markets improved during much of the period, revenue for the domestic industry
expanded over the five years to 2021. However, the industry has also experienced
economic headwinds over the past five years, including a drop in global demand for
Canadian natural resources, which tempered demand from key downstream energy,
mining and manufacturing markets amid a widespread commodity collapse.
Additionally, COVID-19 (coronavirus) resulted in a sharp revenue decline over 2020,
as well as a decline in operating profit during the period. Nonetheless, industry
revenue is expected to increase an annualized 1.5% to $6.1 billion over the five
years to 2021, including an estimated 4.4% revenue gain in 2021 alone.

Moreover, rising capital investments in computer numerical controlled (CNC)
machines capable of creating customized components and other automated
equipment have decreased this industry's dependence on labour. As a result,
industry wage expenses have contracted as a share of industry revenue, freeing up
resources for capital investment. These trends are expected to continue moving
forward, as industry operators will resume investments in sophisticated machinery
that can produce the increasingly sophisticated and specialized parts demanded by
downstream markets.

Forecast stability in the growing Canadian economy is expected to boost industry
revenue over the next five years. In addition, due to rising per capita disposable
income and a falling unemployment rate, consumers are expected to spend more
on cars and other forms of travel, bolstering demand for machined parts
designated for automotive and aerospace manufacturers. Lastly, demand for
micromachined products, such as components for medical devices, is expected to
increase as a progressively aging Canadian population requires more health
services. These positive factors will lead industry revenue to increase an annualized
1.7% to $6.6 billion over the five years to 2026.
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Industry Performance
 

 

Key External
Drivers

Industrial capacity utilization
The industry is heavily dependent on demand from downstream manufacturing
markets, particularly automotive, aerospace, electronics and metal foundries.
Industrial capacity utilization is a ratio of actual industrial output to potential full
capacity output. The index is a broad measure of the manufacturing, mining and
utility sectors. Higher industrial production increases demand for manufactured
metal, machined products and machining services. Industrial capacity utilization is
expected to increase in 2021, representing a potential opportunity for the industry.

Aggregate private investment
Aggregate private investment includes investment in physical assets or tangible
capital goods such as machinery, buildings and vehicles. Growth in fixed
investment will stimulate economic activity in the manufacturing sector, increasing
demand for machine work. Aggregate private investment is expected to increase in
2021.

Demand from machinery manufacturing
The machinery manufacturing sector produces industrial, engine, metalworking and
other general-purpose machinery. An increase in machinery manufacturing activity
will increase demand for machine shop services to create machinery components.
Demand from machinery manufacturing is expected to increase in 2021.
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Demand from metal stamping and forging
Production from the forging, platework, hand tools and ornamental and fabricated
metals industries is a key source of demand for machine shops. Increased metal
stamping and forging raises demand for machining services because forged and
stamped products are often machined. Additionally, machinists create the moulds
used to forge metals. Demand from the Metal Stamping and Forging industry in
Canada is expected to increase in 2021, but only marginally, posing a potential
threat to the industry.

 

 

Current
Performance

Machining is the process of removing material from metal, plastics
or composites, the primary activity for the Machine Shop Services
industry in Canada.

It has familiar applications in making threads in nuts and bolts and more
specialized applications for industries that require parts in shapes and weights that
are not attainable by forging or other manufacturing processes alone. Therefore, a
majority of revenue for the Machine Shop Services industry in Canada comes from
the vitality of downstream manufacturers, which is dependent on the economy as a
whole.

Consequently, rising Canadian consumer spending and stable industrial production,
as measured by the industrial capacity utilization index, have resulted in steady
growth in demand for machined parts and manufactured metals over much of the
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five years to 2021. The bulk of industry revenue comes from the broader
manufacturing market. The Machine Shop Services industry in Canada provides
industrial machinery manufacturers with turning, grinding, vertical and horizontal
milling and other specialized machining services, creating customized parts and
components for machines used by original equipment manufacturers (OEMs) in
durable goods production.

However, the industry has experienced periodic economic headwinds over the past
five years, including a drop in global demand for Canadian natural resources during
a commodity collapse in 2015, which tempered demand from key downstream
energy, mining and manufacturing markets, precipitating a 6.0% drop in industry
revenue the following year. Additionally, COVID-19 (coronavirus) severely affected
the economy in 2020, resulting in shrinking spending and industrial activity. Overall,
revenue generated by the industry is expected to increase an annualized 1.5% to
$6.1 billion over the five years to 2021. Driven by an expected strong recovery from
the pandemic, the industry is expected to grow 4.4% in 2021 alone as industrial
capacity grows and consumer spending and confidence recover.

Boost in downstream aerospace demand

Work on machine equipment for durable goods such as cars and
planes accounts for most of the domestic Machine Shop Services
industry's workload and the performance of durable goods
manufacturing industries is tied closely to the health of the
Canadian economy.

For example, machinists undertake aerospace work on military and civilian planes
and helicopters, rockets and unmanned aerial vehicles. The extremely tight
tolerances of new computer numerical control (CNC) machines, coupled with these
machines' ability to produce complex contour surface geometries, makes
machinists' work very valuable to the transportation sector, which is expected to
account for 18.3% of industry demand in 2021, although this includes ground and
marine vehicle and parts manufacturing as well.

Furthermore, CNC machining is most useful for producing small runs of
complicated shapes. These already forged parts are often sent downstream to CNC
machinists to further process the parts into more complex shapes with enhanced
weight savings. Industry operators use CNC machines to tool and shape airline
parts including airframes, valve bodies, bushings and entire assemblies for wings
and cockpits. However, aerospace work in this industry extends beyond planes, as
machine shops provide parts and components to makers of unmanned aerial
vehicles, rockets and satellites. A significant portion of aerospace funding comes
from defence and government budgets. As a result, aerospace manufacturers are
partially shielded from recessionary pressures. Furthermore, as domestic and
global economic growth continued from 2014 onward, demand for air travel, as well
as civilian aircraft and engine parts manufacturing, took off, ultimately boosting
industry revenue.
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Tempered automotive demand constrains industry growth

While the aerospace markets are at the forefront of product and
material innovations, machinists that specialize in the automotive
sector generally provide machining for steel and aluminum
transmission parts, engine blocks and other car and truck
components.

Machine shop services companies also perform engine reconditioning work for
used heavy-duty trucks and other vehicles in the aftermarket.

Automotive manufacturing demand has slowly expanded, which has slightly buoyed
demand for machine shops that provide milling and valve work for car and
automobile manufacturers. Demand from auto parts manufacturers, which
manufacture and rebuild a wide variety of motor vehicle parts, has also modestly
increased over the past five years and has contributed to industry expansion,
tempered by volatile commodity prices and ongoing trade negotiations with the
United States.

Prominence of small- and medium-size machine shops

Industry participation has declined over the past five years as
companies operating with less efficiency are unable to compete with
their more efficient counterparts, a trend compounded by the
pandemic.

As a result, the number of industry operators is projected to contract an annualized
0.7% to 3,996 companies over the five years to 2026.

Profit for the average industry operator is expected to continue fluctuating, as has
been the case historically. Nevertheless, industry profit decreased over the past five
years, partially due to lack of demand due to the pandemic. Industry profit,
measured as earnings before interest and taxes, is expected to account for 7.7% of
revenue in 2021. Industry wages are expected to rise an annualized 1.4% to $1.8
billion over the five years to 2021. With industry wages rising at a slower rate
relative to that of industry revenue, wages have fallen as a share of revenue over the
past five years. Industry operators have increasingly relied on computer-guided
machines and automated processes, reducing their demand for manual labour and
minimizing their labour costs.

Historical Performance Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Industrial
capacity

utilization
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2012 6,208 2,540 3,964 3,926 33,029 N/A N/A 1,847 N/A 81.0
2013 6,015 2,421 4,190 4,148 32,750 N/A N/A 1,915 N/A 81.0
2014 5,943 2,452 4,228 4,182 32,062 N/A N/A 1,871 N/A 82.3
2015 5,993 2,411 4,202 4,151 31,040 N/A N/A 1,898 N/A 80.3
2016 5,631 2,308 4,184 4,130 27,813 N/A N/A 1,715 N/A 79.1
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Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic
Demand

Industrial
capacity

utilization
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2017 5,790 2,404 4,136 4,082 31,440 N/A N/A 1,806 N/A 81.5
2018 6,298 2,610 4,180 4,122 31,898 N/A N/A 1,891 N/A 83.0
2019 6,256 2,520 4,132 4,071 31,755 N/A N/A 1,882 N/A 81.8
2020 5,824 2,178 4,001 3,950 30,216 N/A N/A 1,783 N/A 74.1
2021 6,079 2,426 4,056 3,996 31,036 N/A N/A 1,837 N/A 77.1
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Industry Outlook
Outlook The Machine Shop Services industry in Canada is expected to

expand over the five years to 2026, with revenue anticipated to
increase an annualized 1.7% to $6.6 billion.

The bulk of industry revenue is
derived from downstream
manufacturers that use machined
parts in their products. For example,
automotive and aerospace
manufacturers use machined parts
in cars, diesel engines, heavy-duty
trucks, planes, military jets and
satellites, among others. Higher
projected Canadian private
investment, increased disposable
income and greater rates of
international travel, will propel
demand in these vital downstream
markets, leading to higher sales of
machined products. However,
recovering commodity prices will
likely lead to shrinking profit.

Vital downstream growth

The domestic Machine Shop Services industry produces
components for manufacturing machinery and machined finished
products.

For example, machined goods are commonly found in heavy machinery
manufacturing equipment, such as power-generating turbines and earthmoving and
construction equipment. Rising consumer spending and global demand for
Canadian natural resources are anticipated to boost demand for machined parts
destined for machinery manufacturers as the construction, agriculture and energy
sectors are all expected to expand over the five years to 2026 as the economy
improves post-COVID-19 (coronavirus) pandemic.

Demand from the healthcare sector, chiefly from medical device manufacturers,
which is expected to generate 6.5% of industry revenue in 2021, is forecast to
strongly grow over the five years to 2026, propelled by an aging Canadian
population and an expansion in the effectiveness and range of applications for
machined medical products, such as components for pacemakers and drug-eluting
stents. Consequently, the continued advancement of computer numerical control
(CNC) medical devices over the next five years will further expand the medical
field's demand for industry products.

Increasing industry revenue driven by growing demand from these vital downstream
markets and low industry concentration will attract new entrants to the domestic
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industry. As a result, the number of industry enterprises is expected to expand an
annualized 0.4% to 4,086 companies over the five years to 2026. However, both new
and existing machine shop services companies are expected to experience high
costs over the next five years, as increased automation and tighter tolerances for
specialized parts and medical components will require substantial capital
investments in new technology and equipment.

Emerging technologies

Over the past decade, industry operators successfully shifted from a
reliance on manual labour and skilled machinists to a production
process dominated by computer-aided design and numerically
controlled machines.

The industry will likely continue to adopt emerging technologies over the next five
years, designed to improve manufacturing precision, increase efficiency and cut
operating costs. For industry operators, this may entail new investments in robotics
and additive manufacturing machinery.

Advances in automation technology enable machines to perform complex and
diverse manufacturing functions, such as drilling, tapping and material removal,
encroaching on the production functions of CNC machines. Furthermore, industrial
robots operate with five or six axes of motion, offering more flexibility and
throughput rates compared with the three to five axes in advanced CNC machines.

In fact, industrial robots and CNC machines have long been paired together to
heighten efficiency. Robots are employed for routinized and dangerous tasks,
ranging from material picking, packing and loading, to the actual tending of CNC
machines. However, robots have been spared from the production process at
industry establishments, as computer-aided design and computer-aided
manufacturing programming packages for robots differ from those commonly used
in CNC machines. Recently, however, companies have resolved these programming
differences, permitting industry operators to retool existing robots for
manufacturing purposes.

In recent years, medical device, automotive and aerospace manufacturers have
expressed a growing interest in additive manufacturing. Unlike CNC machining,
which starts with a block of materials such as steel and removes excess layers until
the desired shape is formed, additive manufacturing joins materials together by
fusing, binding and solidifying liquids and powders layer by layer until a final part or
component is created. Additive manufacturing, more commonly known as 3D
printing, is often superior to CNC machines for complex parts made from softer
materials such as plastics. Recently, however, through the technique of selective
laser sintering, 3D printers can produce metal parts from powdered materials,
although, as a fledgling enterprise, it is yet to gain widespread relevance.

Unfortunately for companies in the domestic Machine Shop Services industry, there
is yet to be a definitive answer as to which form of part production, additive or
subtractive, will emerge as the most efficient, as well as which form downstream
markets will prefer. As a result, industry operators will likely invest in both
technologies, keeping capital investments in new equipment persistently high over
the next five years, hindering profitability. However, as many of these innovations

Machine Shop Services in Canada 33271CA February 2021

16 IBISWorld.com



enhance productivity, industry operators will minimize rising labour costs, helping to
preserve their margin. Industry wage costs are expected to rise an annualized 1.4%
to $2.0 billion over the next five years, leading wages to shrink as a share of
revenue.

Performance Outlook Data
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Industrial
capacity

utilization
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2021 6,079 2,426 4,056 3,996 31,036 N/A N/A 1,837 N/A 77.1
2022 6,269 2,463 4,092 4,026 31,657 N/A N/A 1,878 N/A 79.8
2023 6,371 2,498 4,110 4,040 32,025 N/A N/A 1,902 N/A 79.9
2024 6,456 2,529 4,125 4,053 32,446 N/A N/A 1,927 N/A 80.0
2025 6,538 2,554 4,146 4,070 32,757 N/A N/A 1,946 N/A 80.1
2026 6,622 2,578 4,164 4,086 33,065 N/A N/A 1,966 N/A 80.2

Industry Life Cycle The life cycle stage of this industry is  Mature

LIFE CYCLE REASONS

The industry's fragmented nature insulates it from wild revenue swings

Technological advances are focused on efficiency rather than new services

The industry is characterized by fixed markets
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The Machine Shop Services industry in Canada is in the mature stage of its life
cycle, characterized by slow growth rates, fixed markets and technological changes
that focus on efficiency rather than new services. Historically, movements in
industry revenue have corresponded to the performance of the overall economy due
to the industry's reliance on durable goods such as automobiles and airplanes,
which are a primary indicator of a mature industry. Industry value added (IVA),
which measures an industry's contribution to the overall economy, is expected to
rise an annualized 1.1% over the five years to 2026. Canada's GDP is expected to
grow an annualized 1.9% during the same period. IVA growth that is slower than the
economy at large is indicative of an industry in decline, but other factors indicate its
maturity.

The industry's maturity is also evidenced by the rate of company entrance, with the
number of industry enterprises expected to decrease an annualized 0.1% during the
10-year period. While enterprise growth is largely stagnant, high industry profit and
expanding revenue will continue to encourage new industry entrants as machining
services become more complex and specialized. Moreover, this industry is
dominated by small- and medium-size operators, which insulates it from meteoric
rises and falls. The specialized nature of industry enterprises has prevented large-
scale consolidation. Due to a fragmented market, even large losses for a few key
operators has an insignificant effect on overall industry vitality.

Finally, technology in this industry is changing at a quick pace, with new innovations
improving the automation and efficiency of existing manufacturing processes
rather than overhauling established processes. These innovations have enabled the
industry to achieve higher productivity rates and profit margins at the expense of
labour. New technological advances have also broadened this industry's potential
pool of clientele. Technologies for improving tolerances for micromachined parts
are becoming more important to burgeoning markets such as medical device
manufacturers. However, the time-tested services provided by the industry, such as
turning and milling, continue to generate the majority of industry revenue. These
services have been less prone to changes in technology and are a salient indicator
of a mature industry.
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Products and Markets
Supply Chain KEY BUYING INDUSTRIES

1st Tier
Tractors & Agricultural Machinery
Manufacturing in Canada

Construction Machinery Manufacturing in
Canada

Plastics & Rubber Machinery
Manufacturing in Canada

Mining, Oil & Gas Machinery
Manufacturing in Canada

Semiconductor Machinery Manufacturing
in Canada

Printing, Paper, Food, Textile & Other
Machinery Manufacturing in Canada

2nd Tier
Agriculture, Forestry, Fishing and Hunting
In Canada

Utilities In Canada

Construction In Canada

Manufacturing In Canada

KEY SELLING INDUSTRIES

1st Tier
Aluminum Manufacturing in Canada

Steel Rolling & Drawing in Canada

Ferrous Metal Foundry Products in
Canada

Metal Stamping & Forging in Canada

Metalworking Machinery Manufacturing
in Canada

2nd Tier
Metal Pipe & Tube Manufacturing in
Canada

Power Tools & Other General-Purpose
Machinery Manufacturing in Canada

Screw, Nut & Bolt Manufacturing in
Canada

Hardware Stores in Canada

Products and
Services
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Overall, the share of revenue for the Machine Shop Services
industry in Canada generated from milling, turning and grinding
activities has remained relatively stable over the five years to 2021.

However, over time, some of these industry services are expected to lose revenue to
new and emerging technologies, which makes some of these services more
accurate and precise compared with established processes.

Turning

Turning is an established and fundamental machining process and
is used to cut round objects or objects that have symmetry about an
axis.

Turning requires a lathe, which is a machine that rotates a billet along an axis to
permit it to be cut, drilled or sanded. Additionally, a lathe's cutter can typically move
along a rotating billet via an additional axis. Lathes with three or more axes are
available that can produce more complex shapes that require rotational cutting.
This increasing complexity, coupled with the concomitant rise in accuracy and
precision for turned products, has bolstered this segment's share of revenue over
the five years to 2021.

Computer numeric control (CNC) lathes add a degree of automation and precision
to the process. Applications of turning include creating threads for screws and
nuts. However, for large pieces, milling is more effective for creating threads, since
it is easier to let the workpiece remain stationary. Similarly, boring is generally done
through turning on a lathe, but can also be done on a mill. Turning is expected to
account for 45.9% of industry revenue in 2021.

Milling

Milling is another versatile and fundamental machining process that
is expected to account for 39.2% of industry revenue in 2021.

In a basic three-axis machine, a cutter moves up and down to cut a billet, or chunk
of forged or cast metal, that may also be moved left and right or backward and
forward along a table. By feeding the piece past a rotating cutter, the material is cut
away until the desired shape is left.

Hobbyists and owner-operators often use smaller, manually operated milling
machines. These machines are commonly found in low-volume shops that offer a
high degree of customization. Larger CNC machines may offer less flexibility but
are capable of milling far larger objects or, in some cases, micromachining very
small objects, at a much faster rate once calibrated. These machines can be quite
advanced and vary in the tolerances they can achieve, the shapes they can produce,
the number of axes along which they can mill and their degree of automation.
Industry operators have increased their investment in five-, six- and seven-axis CNC
machines over the past five years. Accordingly, milling has grown as a source of
industry revenue.
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Grinding

Grinding is a finishing process used to remove additional material to
improve the surface quality and tolerance.

The rotation of the abrasive grinder against the object creates excessive heat,
which is removed by flooding the cutting area. Drilling is a similar process but is
directed into or through the object as opposed to the object's surface. Grinding is
estimated to account for 7.5% of industry revenue in 2021. This share of revenue
has remained steady over the past five years.

Other machining services

Smaller sources of industry revenue include broaching, metal heat
treatment along with some more advanced and expensive services.

Water jet and laser cutting are non-traditional machining techniques. From an
operational cost perspective, these techniques are more cost effective than sawing
and can be successfully implemented on larger projects. However, water jet cutting
has limitations, since a pressurized stream of water containing abrasive particles is
used to cut the material, thus making it only applicable to softer materials. Laser
cutting holds no such drawbacks, but the technology is costlier. As these innovative
techniques achieve greater levels of market penetration, their acquisition costs will
decline. Thus, the industry will become less reliant on traditional sawing
techniques.

Alongside their primary operations, some machine shops have other minor sources
of revenue. Although machine shops aim to minimize waste, they make additional
income selling scrap metal formed through their primary operations. Some machine
shops also wholesale products. Other machining services are expected to account
for 4.2% of industry revenue in 2021.

Demand
Determinants

For the Machine Shop Services industry in Canada, revenue is
derived from downstream manufacturers, such as automotive and
aerospace manufacturers, which use machined parts in their
products.

Machine goods are also commonly found in heavy machinery and manufacturing
equipment, such as power generating turbines. As a result, the primary indicator of
the industry's performance is the level of industrial production, which measures
activity in the mining and manufacturing sectors, as well as utilities.

An increase in Canadian disposable income levels and consumer spending over the
five years to 2021 slightly bolstered demand for machined parts. Most industry
services are required in the manufacturing process of durable goods such as
aircraft, vehicles and other machinery. The diversity of the markets behind these
goods and their underlying demand causes the domestic Machine Shop Services
industry to be driven by a broad range of factors, contributing to moderate revenue
volatility but historically stable demand in the long run.
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Some of the industry's markets are strongly influenced by consumer trends,
whereas others follow different patterns. For example, the downstream automotive
and automotive part manufacturing is reliant on consumer demand, whereas
manufacturers involved in the production of military goods, such as aerospace
manufacturers are relatively removed from shifts in consumer sentiment. Private
expenditure by consumers can be volatile during periods of economic uncertainty.
By contrast, government spending is more insulated.

However, the COVID-19 (coronavirus) pandemic is expected to eat into demand.
The industry relies on strong manufacturing and construction sectors, the primary
and secondary market for industry services. Rising economic uncertainty slowed
trade activity and cut into consumer spending, which hindered the manufacturing
sector, while many new construction projects were delayed. The contraction of both
these sectors will result in lessened demand as a result of the pandemic.

Major Markets

Although operators in the Machine Shop Services industry in Canada have a broad
range of customers from various downstream industries, many services are
provided on a highly customized basis. Machining is an important stage in
manufacturing almost all metal products and has strong demand linkages to the
associated downstream markets. Accordingly, downstream demand is primarily
derived from manufacturing clients in various sectors of the economy.

Metalworking sector

Fabricated metal product and industrial machinery manufacturers represent the
largest market for the Machine Shop Services industry in Canada, generating a
combined 55.3% of industry revenue in 2021. The fabricated metal product sector
transforms metal into intermediate or end products. This diverse sector includes
metal forgers and stampers, cutlery and hand tool manufacturers, as well as
heating boiler and tank manufacturers.

The industrial machinery market manufacturers machines designed for durable
goods production, machine and tool production, heavy equipment manufacturing
and other industrial processes. The domestic industry, in turn, provides industrial
machinery manufacturers, with turning, grinding, vertical and horizontal milling and
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other specialized services, creating customized parts and components for this key
downstream market. Rising consumer spending in Canada buoyed industrial
production in Canada with greater revenue and demand over the five years to 2021.
Canadian manufacturers invested in new machinery, employing the services of
industry operators for the production of specialized equipment and parts. As a
result, this segment has grown over the past five years.

Transportation sector

The transportation sector, chiefly the automotive, marine, truck and aerospace
manufacturing market, is expected to account for 18.3% of industry revenue in
2021, a segment that has fallen over the past five years. The automotive
subsegment represents the largest portion of this market. However, demand from
this subsegment has decreased in each of the past five years as automobile
purchases slowed. Demand from the marine manufacturing subsegment decreased
over the past five years as well, but at a slower rate compared with the automotive
market.

The aerospace market is also crucial to industry performance. This market's largest
segment is aircraft manufacturers, which use machined components, such as
airframes, valve bodies, bushings and entire assemblies for wings and cockpits.
Computer numerical controlled (CNC) machined parts are particularly important for
military aircrafts, since CNC machining trims excess weight from forged parts. Also,
new multi-axis CNC machines can create sophisticated shapes to further enhance
weight savings or aerodynamics. Last, this market contains machined satellite
manufacturers, with demand from these producers growing over the past decade
due to a proliferation of satellite and GPS services. Demand from this market
increased over the past five years as the global economy strengthened, restoring
the level of worldwide air travel, thus increasing demand for Canadian
manufactured airplanes as well as components and parts provided by the domestic
Machine Shop Services industry.

Heavy industrial sector

The heavy industrial sector is expected to account for 12.6% of industry revenue in
2021. Growth in emerging economies such as China and India over the past few
decades resulted in increased demand for fossil fuels as well as base and precious
metals, providing a revenue boost for the oil and mining industries in Canada. These
markets, in response to greater global demand, increased capacity, thereby
facilitating the need for new machinery and parts provided by machine shop
establishments. However, swiftly declining oil and gas prices between 2014 and
2016 have caused demand from the oil, mining and commodity markets to
substantially slow in recent years, although its recent recovery may bode well for
industry operators in the long run.

Falling global commodity prices also caused a nonresidential construction
slowdown in Canada, especially in resource-rich provinces such as Alberta.
Nevertheless, both residential and nonresidential construction is expected to
steadily increase over the five years to 2026 as a progressively wealthy and
expanding Canadian population is expected to drive demand for new homes and
nonresidential structures. Increased construction activity, in turn, will lead to higher
demand for construction machinery and components provided by the domestic
Machine Shop Services industry over the next five years.
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Healthcare sector

Medical machinery is another significant market for industry services, is expected
to account for 6.5% of industry revenue in 2021. Demand from this market is driven
by the size and age of the population. An aging population requires more medical
attention and raises demand for medical devices used to treat a variety of ailments.
Due to the irreplaceable nature of medical services, an individual's spending on
medical treatments is relatively insensitive to price. This market's share of revenue
has expanded over the past five years, partially due to the COVID-19 (coronavirus)
pandemic.

Other

Other markets include the tech sector, telecommunications providers, consumer
product manufacturing and nonmanufacturing industries. Most of these sectors
comprise a negligible share of industry revenue, although the tech sector
commands an estimated 4.7% of the industry's market in 2021. Increasing
investments in telecommunications and rapid advances in consumer electronics
are expected to bolster demand from the tech sector in aggregate over the past five
years. While manufacturers comprise the majority of industry revenue, some
nonmanufacturing markets include artistic endeavours and government purchases
for various uses.

International
Trade

Exports in this industry are  Low and Steady

Imports in this industry are  Low and Steady

The trade of already machined parts is accounted for under the relevant
downstream industries, such as the Construction Machinery Manufacturing
industry in Canada (IBISWorld report 33312CA). Therefore, to avoid double
counting, official trade statistics are not kept for the Machine Shop Services
industry in Canada. International trade is nevertheless an important consideration.
The majority of international trade occurs with Mexico and the United States, which
has expanded because of geographical proximity and the favourable provisions
under US-Mexico-Canada Agreement.
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Business
Locations
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The concentration of establishments in the Machine Shop Services industry in
Canada is largely influenced by their proximity to downstream markets and
upstream suppliers of key inputs. Industry establishments also tend to be highly
correlated with population density. Provinces with larger populations tend to have a
greater concentration of machine shops due to heightened industrial activity.
Hence, the majority of industry establishments are located in Ontario and Quebec.

Ontario is expected to account for 43.3% of establishments in 2021 and is the most
densely concentrated region for this industry. The province has a significant share
of the population and is home to major business and urban centres. Operators also
benefit from a proximity to key downstream manufacturing markets in the region,
as automobile manufacturers, such as General Motors Company, Honda Motor
Company Ltd. and Ford Motor Company, as well as auto parts manufacturer Magna
International Inc., have operating facilities in the region. In addition, Ontario has
large steel operations, which commonly require industry services because metal
stamping and forging products are often machined.

Quebec also holds a large share of industry establishments, with an expected
28.0% of the industry's total in 2021. The province also accounts for just under one-
quarter of the nation's population, which makes it an attractive location for the
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industry's operators. The province contains downstream aerospace manufacturers
and is home to major companies such as Bombardier Inc. and Air Canada, which
commonly require machined parts manufactured by this industry. Alberta
represents 11.7% of establishments in 2021. There are a large amount of oil
companies within the province, which need machined parts for both extraction and
transportation of crude oil. No other province is expected to account for 10.0% of
establishments in 2021.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is  Low

The Machine Shop Services industry in
Canada has a very low concentration, with
the average establishment being a
standalone operation (i.e. an enterprise
with a single location). The diversity in
services provided, the limited scope of
specific metalworking machinery and the
geographic dispersion of demand have
resulted in an array of independent
operators competing within the industry.
The majority of industry operators are
small- and medium-sized enterprises with
no company expected to have more than
1.0% market share in 2021. According to
Statistics Canada, 99.2% of industry
establishments have fewer than 100
employees, while 77.6% employ fewer than 10 employees. Meanwhile, an estimated
40.9% of all establishments are considered nonemployers, which implicitly limits
the size and scope of these operations. Consequently, individual machine shops
only capture a limited amount of revenue.
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Key Success
Factors

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

Access to multiskilled and flexible workforce: The growing sophistication of the

industry's technology requires an increasingly skilled workforce. Their skills and knowledge

tailor and configure processes to suit customer requirements.

Effective quality control: The associated labour and machine time spent on a product

that is defective equates to a loss. It is important to minimize these errors as they reduce

the industry operator's productive output.

Ability to alter goods and services produced in favour of market conditions:
Continuing industry competitiveness is achieved through efficiency and low costs. Industry

operators need to be able to swiftly adopt new technology, and because of its high costs,

maximize its usage.

Having a loyal customer base: Having a loyal customer base, where customers become

repeat purchasers of goods and services, is an important key success factor that provides a

higher degree of revenue stability.

Ability to provide testing or thermometers for on-site employees: Industry

operations cannot be carried out remotely. As a result, operators that can keep employees

safe and continue work will have an advantage.

Cost Structure
Benchmarks
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Profit

The most profitable industry operators have
historically been either medium-size shops,
employing between 20 and 50 workers, or small
shops, employing fewer than 20 workers, that
provide very specialized services. These
establishments, which offer customized
products to targeted markets, have less
competition and can command higher price
points for their services. Profit for the average
industry operator, measured as earnings before
interest and taxes, is expected to account for
7.7% of revenue over 2021. Profitability has
trended downward over the past five years,
partially due to COVID-19 (coronavirus), which
ate severely into profit over 2020.

Wages

The skilled nature of services provided by
machine shops explains the significant
proportion of industry revenue accounted for by
wage costs. Labour costs are expected to
account for 30.2% total industry revenue in
2021, remaining largely stagnant over the past
five years. Increasing investments in computer-
controlled machining and robotics that
automate preproduction, packing and other
processes enabled industry operators to
decrease their dependency on manual labour.
Nevertheless, industry operators must hire
employees with technical knowledge, such as
computer programmers and engineers, which
has offset this change. As a result, this
industry's current average wage is high
compared with other manufacturing industries.
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Purchases

Machine shops have significant purchasing
requirements, including raw materials and
machining tools and products. Purchases are
expected to be a major component of an
operator's cost structure over 2021, accounting
for an estimated 35.3% of industry revenue. The
most common materials required by machine
shops are iron, steel, aluminum, brass, copper
and various alloys of these materials. Other less
common materials, such as vanadium, zinc, lead
and manganese, are often used as alloying
elements for the most common materials.
Machinists also occasionally work with various
plastics, rubber, glass and wood products. On
rare occasions, machinists work with exotic
metals and refractory metals, such as beryllium
or molybdenum. The price of these raw
materials has been volatile over the past five
years, initially rising with strong global demand,
then subsiding as weaker economic growth
from countries, such as China, depressed
demand for industrial metals and alloys, then
rising again amid renewed demand. The
recovery of prices after the COVID-19
(coronavirus) pandemic has caused purchasing
costs to grow over the past five years.

Depreciation

Depreciation is expected to account for 1.9% of
industry revenue in 2021. This industry's
increased reliance on automated machinery and
equipment will continue to facilitate high
depreciation costs in the future.
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Marketing

Marketing is expected to account for 1.1% of
industry revenue in 2021.

Rent

Rent expenditures are expected to account for
5.0% of industry revenue in 2021. These costs
have grown over the past five years as land has
become more valuable and some of the more
established players have expanded.

Utilities

Utilities are anticipated to account for 2.0% of
industry revenue in 2021.

Other Costs

The distribution of other expenses includes the
costs associated with insurance, administration,
communications, legal, accounting and other
outsourced professional services and business
fees. Collectively, the costs are anticipated to
account for 16.7% of revenue in 2021.
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Basis of
Competition

Competition in this industry is  High and Increasing

Price

Manufacturers subcontract services to the Machine Shop Services
industry in Canada due to the specialized nature of the work.

Competitive success is largely contingent upon an industry operator's ability to
produce cost estimates for jobs in an accurate and timely manner. Furthermore,
industry operators compete based on price. Businesses survive and thrive based on
the competitiveness of quotes, with competition occurring within each discrete
process, rather than among the various services provided by machine shop
establishments in the industry. This reflects the specific needs and applications of
each process. To be able to compete on price, industry operators must have cost
advantages. Cost advantages are derived from larger scale operations, superior
technology and better production methods.

Product features

To maintain their competitive edge, industry operators must
continually find ways to machine parts better, faster and less
expensive.

This is done through investments in technology. Consistency of quality, reliability of
delivery times and the provision of additional services, such as design advice also
permit players to stand out among the competition. Also, machine shops that have
a greater scope of services tend to be more competitive than specialist shops.
Their ability to provide superior customization gives them an advantage over less
diversified industry operators. Both specialist shops and ones that offer a range of
services can gain a competitive edge by establishing a strong reputation based on
service quality.

Geographic scope

Most competition occurs in this industry on a local and regional
basis, with some larger machine shop services companies servicing
the national market.
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Competition is expected to remain at the local and regional level. The fact that
competition occurs on a local level means that machine shops have the price of
their services determined by local levels of demand and competition, as opposed to
most other manufacturing industries, where price is determined based on a national
or global basis. This lessens fluctuations in price and competitive pressures among
industry operators.

Competition is also expected to increase due to COVID-19 (coronavirus). The
downstream market, particularly other manufacturing industries, have suffered due
to the pandemic, decreasing the market for industry services. As a result,
competition is expected to increase as industry players must compete more fiercely
to secure the remaining market.

Barriers to Entry Barriers to entry in this industry are  Medium and Steady

Overall, the Machine Shop Services
industry in Canada has moderate
barriers to entry. Ultimately, the most
substantial barrier to entry is financial,
with heavy price tags for industry
machinery, skilled employees and
distribution capabilities.

The majority of industry revenue can be
attributed to well-defined services.
Technology used by the industry has
become more advanced, increasing the
requirements placed on this industry's workforce. As this industry has evolved from
relying on skilled metalworking labour to computer-guided machines, employers
now require their workers to have more engineering and numerical skills as well as
a thorough understanding of the machining processes.

Therefore, to operate efficiently, a machine shop requires a skilled workforce, which
is difficult to pinpoint. Machinists and numerical control tool programmers gain
work through experience or vocational training. For example, Quebec offers a
Vocational Studies Diploma (DEP) for graduates in Machining Techniques and
Vocational Studies Accreditation (ASP) in Numerical Control Machine Tool
Operation. Certifications such as these raise salary expectations for machinists,
which increases the costs associated with hiring skilled labour while diminishing
the number of machinists with the requisite skill for constantly evolving machinery.

In addition, industry operators must adhere to provincial and federal regulations
regarding design and quality. These regulations are heavier where safety is
involved, such as in the defence industry. All industry operators are also subject to
more generic regulations relating to occupational health and safety issues. These
regulations only form a barrier to entry insofar as they increase set up costs for
machine shops by requiring them to purchase safer and potentially more expensive
safety equipment.

Existing distribution and production capacities are also barriers to entry in this
industry. The larger businesses already operating within this industry have stronger

Barriers to entry checklist
Competition High

Concentration Low

Life Cycle Stage Mature

Technology Change High

Regulation & Policy Light

Industry Assistance Low
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abilities to produce and distribute goods and services at a lower cost than new
entrants. Companies differentiate themselves based on products, channels of
distribution, geography and service.

Industry
Globalization

Globalization in this industry  Low and Steady

The Machine Shop Services industry in Canada mainly consists of small- and
medium-sized operators serving local and regional markets, with 99.2% of industry
operators employing fewer than 100 workers in 2021, according to Statistics
Canada data. Accordingly, industry establishments primarily conduct operations
domestically. However, due to the interconnectedness of the North American
economies, companies that specialize in certain sectors, such as the machining of
automotive parts, generally service markets in both Canada and the United States,
although the reach of such companies is not expected to expand past the region.
Furthermore, there is an insignificant level of foreign ownership among existing
machine shops, which translates to a low level of industry globalization.

This low level of globalization is expected to insulate the industry from further
revenue declines due to COVID-19 (coronavirus). International trade is still
occurring, but there are additional logistical hurdles to overcome to slow the spread
of the virus. As the industry does not rely on trade from revenue, this is not a
relevant issue for operators.
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Major Companies
Major Players THERE ARE NO MAJOR PLAYERS IN THIS INDUSTRY

Other Players The Machine Shop Services industry in Canada is very fragmented. With over 4,000
establishments in 2021, no one company is expected to command a 5.0% market
share. Most companies serve specialized markets based on the machinery that
they have purchased, which, while customizable, are restricted in their operations by
the limitations of their machinery. For example, broaching processes are typically
reserved for the machining of uncommon shapes, including holes, splines and
keyways, among others. Broaching machines are extremely expensive, which
encourages operators that invest in this machinery to specialize in broaching
capabilities, often for specific applications such as doors and frames. Other
specific metalworking machines are similarly limited in scope and often have
extremely complex software to master for producing precision components and
final products. Accordingly, the large capital investment and the specificity of
machines compound the fragmented nature of industry operations, leaving a dearth
of operators that truly dominate the national landscape.

BC PRECISION INC.

Market Share: 0.5%

Headquartered in Schomberg, ON, BC Precision Inc. (BC Precision) provides
machining services to the aerospace, plastic injection moulding, medical and
nuclear markets. The company has 158 employees and production facilities that
total 6,500.0 square metres of floor space containing advanced industry equipment,
including computer numeric control machining and turning centres, milling
machines, lathes, gun drilling, honing and lapping machines. In addition to working
on conventional materials, BC Precision has experience machining exotic materials
such as titanium, metal matrix composites, various grades of ceramics and
beryllium copper for aerospace and commercial industries. The company provides
machining for small and medium airframe structural components avionics,
actuators, fuel control, landing gear and assemblies for the aerospace markets. In
addition, BC Precision is AS9100- and ISO 9001-registered, as well as CSA N285.0-
certified, for providing pressure retaining systems and components to nuclear
power plants in Canada. IBISWorld estimates BC Precision's industry-relevant
revenue will total $29.2 million in 2021.

L & M PRECISION PRODUCTS INC.

Market Share: 0.2%

Founded in 1962, L & M Precision Products Inc. (L&M) is an employee-owned and
operated machine shop for precision machined products. With over 4,600.0 square
metres of production space and 70 first-operation automatic screw machines, the
company has a staff of nearly 70 employees in its Toronto facility. L&M bolsters its
expertise in machining with value-added services such as engineering services,
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inventory management and logistics services to its clients, helping to secure a
vibrant client base in the aerospace, automotive, electrical, hardware,
manufacturing, industrial, plumbing, food and beverage, healthcare, military, lighting
and consumer products sectors, among others. The company has the capability to
machine stainless steel, aluminum, copper alloys, titanium, steel, brass and
plastics. L&M also has a network of subcontractors to provide other finishing
processes such as nickel plating, heat treating and anodizing. While the company is
private and does not disclose its financial information, IBISWorld expects L&M to
generate $13.7 million from its industry-relevant operations in 2021.

RJB MACHINING LTD.

Market Share: 0.2%

Founded in 1989, RJB Machining Ltd. (RJB Machining) quickly expanded into
computer numerically controlled (CNC) machining services by 1993. Still at the
forefront of technological innovation, RJB Machining installed its first five-axis multi
pallet machining centre in 2010 and has since added several more. The company's
65 employees operate through two buildings in Waterloo which, combine to
account for nearly 3,000.0 square metres of floor space. RJB Machining specializes
in milling and turning services although the company also offers welding, material
handling, quality control and sheet metal fabrication services to supplement its
industry-relevant revenue. The company is private and does not disclose its
earnings to the public, although IBISWorld expects RJB Machining to generate
$12.7 million in industry-relevant revenue over 2021.
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Operating Conditions
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Capital Intensity The level of capital intensity is  Low

Operators in the Machine Shop Services
industry in Canada require a low-to-moderate
amount of capital investment to create and
maintain their establishments. Although there
can be substantial costs associated with
investing in the latest and most
technologically advanced equipment, a
machine shop's greatest assets are the skill
and proficiency of their employees which
works to mitigate the level of capital intensity
attributed to the industry. Correspondingly,
machine shops invest an estimated $0.06 in
capital expenditures for every $1.00 spent on
labour in 2021, which is stagnant from 2016.
Examples of capital expenditures are
investment in manufacturing machinery and
related equipment used to machine parts,
computer hardware and software costs,
spending on factories and building
improvements and the procurement of other
technological equipment.

Technology And
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruption Description

High
Innovation
Concentration

Likely

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

High Ease of Entry Likely

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.

Low Rate of Entry Unlikely

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.

Low
Market
Concentration

Unlikely

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.

Very Low
Rate of
Innovation

Very Unlikely
A ranked measure for the number of
patents assigned to an industry. A faster
rate of new patent additions to the
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Level Factor Disruption Description

industry increases the likelihood of a
disruptive innovation occurring.

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 technological factors supporting the disruptive innovation potential are
connected to an industry structure that is accommodative to new entrants. The
relative ease of entry into the industry magnifies the threat of disruption regardless
of other factors as one-off occurrences are more likely to succeed. However, the
current rate of new entrants is low, suggesting that there is a limited number of new
companies that are potential innovators within the industry.

Major market segments for industry operators are relatively diversified. The spread
of market segments suggests that there are limited entry points other than those
already served my incumbent operators.

Technological innovation has recently and is expected to continue
to affect the Machine Shop Services industry in Canada.

Rising investment in automation across much of the economy has stimulated
demand for increasingly sophisticated machinery that is able to operate
autonomously. As a result, the industry is poised to benefit from increased order
volumes from downstream buyers opting to streamline their operations.
Interestingly, the industry is also expected to become increasingly affected by the
same automation trend, as industry operators seek to integrate increasingly
sophisticated machinery into the production process, ultimately altering the
industry's cost structure.

The level of technology change is  High

The level of technological change within the Machine Shop Services
industry in Canada is high.

Industry operators have increasingly invested in new machinery and equipment over
the five years to 2021 with an emphasis on precision, accuracy and efficiency
through computer numerical control (CNC) systems. CNC systems seek to integrate
software with production for smart manufacturing processes. In a machine shop,
CNC systems can more accurately cut, grind, turn and broach metals compared
with manual labour. More importantly, with the increasing complexity of software
such as Esprit CAM software from DP Technology, production limitations and
tolerance constraints can be more readily acknowledged which can give insights for
actions to rectify any production shortcomings. Essentially, data-driven production
is becoming an industry standard, particularly for machine shops that serve the
most technologically advanced sectors that demand extreme precision. With the
increasing sophistication of industry technology, the knowledge required of the
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average machinist has expanded to include computer programming, mathematics
and engineering skills.

Factors driving advances in metalworking machinery technology include demand
from customers for higher productivity, reduced cycle time, the evolution of
manufacturing and the development of new materials, as well as changing
government regulation. A common theme across the industry's markets has been
the need to deliver greater volume in shorter time. For instance, customers in the
automotive industries have sought stronger, lighter, more compact components
with a resistance to wear and heat pressures to achieve greater fuel efficiency.
These demands have influenced the types of machinery and equipment required, as
well as the skills and abilities required by the machine tool operators. For more
information, refer to the Metalworking Machinery Manufacturing industry in Canada
(IBISWorld report 33351CA).

Revenue Volatility The level of volatility is  Medium

Note: Revenue growth and decline reflective of 5-year annualized trend. Y-axis is in
logarithmic scale. Y-axis crosses at long-run GDP. X-axis crosses at high volatility
threshold.

The Machine Shop Services industry in Canada exhibits moderate
revenue volatility.

Historically, industry demand has waxed and waned parallel to the ebb and flow of
domestic industrial activity and primary metal prices. Accordingly, the volatility in
the price of metals such as aluminum and steel, which serve as the foundation of
industry machining services, is anticipated to heighten volatility over the five years
to 2021, with an average 8.4% fluctuation in revenue. Volatile commodity prices
have tempered demand for from downstream energy and nonresidential
construction markets during this period. However, higher Canadian consumer
spending and industrial production fuelled greater demand growth from other key
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downstream markets, such as automotive and aerospace manufacturers over the
past five years.

Regulation &
Policy

The level of regulation is  Light and is Increasing

Operators within the Machine Shop Services industry in Canada are
subject to federal and local environmental laws and regulations that
relate to air and water quality, limitations on the discharge of
pollutants into the environment and standards for the treatment,
handling and disposal of toxic and hazardous wastes.

The increase or decline in the level of regulation can result in increased or
decreased capital, operating and compliance costs. Regulations are constantly
evolving and becoming increasingly stringent, particularly environmental concerns.

In addition to the regulatory issues noted above, industry operators are also subject
to a variety of voluntary standards. These standards are outlined on an international
level by bodies including the International Organization for Standardization (ISO).
Similar to the United States, industry operators in Canada commonly possess ISO
9001-2008 quality management certifications. Certification through the
International Aerospace Quality Group is also prominent in this industry, with many
industry establishments obtaining AS 9100 recognition, as suppliers of aerospace
parts. Other sector-specific certifications such as those for automotive and marine
applications are also useful for industry operators, although these are not
mandatory. While not required, adhering to these voluntary standards are important
to industry operators since downstream companies view them as an assurance of
quality and consistency.

Industry
Assistance

The level of industry assistance is  Low and is Steady

As a service industry, there are no imports or exports in the
Machine Shop Services industry in Canada.

Therefore, there are no tariffs applicable to the services provided by industry
operators, which is often the most salient form of government assistance for
producers of goods. Still, there are numerous subsidies for new businesses and tax
exemptions for training programs and apprenticeships in the trades which can be
valuable for industry operators, although this varies by province. Outside of
government assistance, some industry operators are members of business and
trade associations, such as the Precision Machined Products Association, the
Precision Metalforming Association and the Fabricators & Manufacturers
Association International. These professional organizations provide industry
operators with information regarding industry-relevant market conditions and
emerging market trends, as well as general information, educational resources and
lobbying and advocacy services.
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Additionally, the federal government has adopted several policies to help
businesses nationwide in the wake of the COVID-19 (coronavirus) pandemic,
including the deferment of income taxes owed between March 18, 2020 and August
31, 2020. The Canada Emergency Wage Subsidy will also support up to 75.0% of an
employee's wages, up to $847.00 weekly, for employers that experienced a
decrease in gross revenues of at least 15.0% in March and 30.0% in both April and
May.
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Key Statistics
Industry Data

Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic
Demand

Industrial
capacity

utilization
($m) ($m) (Units) (Units) (Units) ($m) ($m) ($m) ($m) (Index)

2012 6,208 2,540 3,964 3,926 33,029 N/A N/A 1,847 N/A 81.0
2013 6,015 2,421 4,190 4,148 32,750 N/A N/A 1,915 N/A 81.0
2014 5,943 2,452 4,228 4,182 32,062 N/A N/A 1,871 N/A 82.3
2015 5,993 2,411 4,202 4,151 31,040 N/A N/A 1,898 N/A 80.3
2016 5,631 2,308 4,184 4,130 27,813 N/A N/A 1,715 N/A 79.1
2017 5,790 2,404 4,136 4,082 31,440 N/A N/A 1,806 N/A 81.5
2018 6,298 2,610 4,180 4,122 31,898 N/A N/A 1,891 N/A 83.0
2019 6,256 2,520 4,132 4,071 31,755 N/A N/A 1,882 N/A 81.8
2020 5,824 2,178 4,001 3,950 30,216 N/A N/A 1,783 N/A 74.1
2021 6,079 2,426 4,056 3,996 31,036 N/A N/A 1,837 N/A 77.1
2022 6,269 2,463 4,092 4,026 31,657 N/A N/A 1,878 N/A 79.8
2023 6,371 2,498 4,110 4,040 32,025 N/A N/A 1,902 N/A 79.9
2024 6,456 2,529 4,125 4,053 32,446 N/A N/A 1,927 N/A 80.0
2025 6,538 2,554 4,146 4,070 32,757 N/A N/A 1,946 N/A 80.1
2026 6,622 2,578 4,164 4,086 33,065 N/A N/A 1,966 N/A 80.2

Annual Change
Year Revenue IVA Estab. Enterprises Employment Exports Imports Wages Domestic

Demand
Industrial
capacity

utilization
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%)

2012 9.10 8.59 -3 -3 8 N/A N/A 8.50 N/A -0.34
2013 -3.13 -4.69 6 6 -1 N/A N/A 3.67 N/A 0.00
2014 -1.20 1.27 1 1 -2 N/A N/A -2.30 N/A 1.54
2015 0.84 -1.68 -1 -1 -3 N/A N/A 1.45 N/A -2.41
2016 -6.04 -4.29 -0 -1 -10 N/A N/A -9.69 N/A -1.53
2017 2.81 4.18 -1 -1 13 N/A N/A 5.36 N/A 3.03
2018 8.77 8.55 1 1 1 N/A N/A 4.68 N/A 1.90
2019 -0.67 -3.45 -1 -1 -0 N/A N/A -0.50 N/A -1.45
2020 -6.91 -13.6 -3 -3 -5 N/A N/A -5.26 N/A -9.45
2021 4.37 11.4 1 1 3 N/A N/A 3.04 N/A 4.12
2022 3.11 1.52 1 1 2 N/A N/A 2.22 N/A 3.52
2023 1.63 1.44 0 0 1 N/A N/A 1.25 N/A 0.05
2024 1.33 1.21 0 0 1 N/A N/A 1.32 N/A 0.13
2025 1.27 0.98 1 0 1 N/A N/A 1.02 N/A 0.12
2026 1.28 0.95 0 0 1 N/A N/A 1.00 N/A 0.10

Key Ratios
Year IVA/Revenue Imports/Demand Exports/Revenue Revenue per

Employee
Wages/Revenue Employees per

estab.
Average Wage

(%) (%) (%) ($'000) (%)
2012 40.9 N/A N/A 188 29.8 8.33 55,930
2013 40.3 N/A N/A 184 31.8 7.82 58,476
2014 41.3 N/A N/A 185 31.5 7.58 58,362
2015 40.2 N/A N/A 193 31.7 7.39 61,160
2016 41.0 N/A N/A 202 30.4 6.65 61,644
2017 41.5 N/A N/A 184 31.2 7.60 57,455
2018 41.4 N/A N/A 197 30.0 7.63 59,283
2019 40.3 N/A N/A 197 30.1 7.69 59,257
2020 37.4 N/A N/A 193 30.6 7.55 59,002
2021 39.9 N/A N/A 196 30.2 7.65 59,193
2022 39.3 N/A N/A 198 30.0 7.74 59,320
2023 39.2 N/A N/A 199 29.8 7.79 59,375
2024 39.2 N/A N/A 199 29.8 7.87 59,379
2025 39.1 N/A N/A 200 29.8 7.90 59,416
2026 38.9 N/A N/A 200 29.7 7.94 59,456
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Additional Resources
Additional
Resources

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

Canadian Manufacturers & Exporters
http://www.cme-mec.ca

Canadian Tooling & Machining Association
http://www.ctma.com

Industry Jargon BORING
The process where a predrilled hole is enlarged with a tool.

MACHINE SHOP
An establishment where machining takes place.

MILLING
The process where a rotating cutting tool is used to carve or shape a stationary object.

TURNING
An industry process that uses an edged cutting tool to remove material from a rotating

object to create or improve the object's cylindrical shape.

Glossary Terms 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.
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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 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.

Machine Shop Services in Canada 33271CA February 2021

45 IBISWorld.com



INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods

and services used in production. IVA is also described as the industry's contribution to GDP,

or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to

domestic demand. For exports/revenue: low is less than 5%; medium is 5% to 20%; and high

is more than 20%. Imports/domestic demand: low is less than 5%; medium is 5% to 35%;

and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an

industry's life cycle by considering its growth rate (measured by IVA) compared with GDP;

the growth rate of the number of establishments; the amount of change the industry's

products are undergoing; the rate of technological change; and the level of customer

acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are

mostly set up by self-employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s

profitability. It is calculated as revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB

Atlantic | NB, NS, PE, NL

Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of

the past five years. Volatility levels: very high is more than ±20%; high volatility is ±10% to

±20%; moderate volatility is ±3% to ±10%; and low volatility is less than ±3%.

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