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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 Scheduled Air Transportation industry in Canada is forecast to experience revenue grow 97.8% in 2021 due to
the COVID-19 (coronavirus) pandemic as travel restrictions have started to be lifted. For more detail, please see the
Current Performance chapter.

• The industry's reliance on travellers will likely result in a reduction in demand. Some airlines have completely
suspended services as a way to attempt to contain the spread of coronavirus. For more detail, please see the
Demand Determinants chapter.

• The industry has a high degree of globalization, leaving it exposed to reductions in demand. Many airlines have
suspended international services and are only operating domestically. For more detail, please see the Industry
Globalization chapter.

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

Network carriers operate a significant portion of their flights using at least one hub where connections are made for
flights on a spoke system. Regional carriers provide service from small cities, mostly using smaller aircraft and jets
to support the network carriers' hub and spoke systems. Airlines that transport mail are included in this industry.

Major Players Air Canada

WestJet Airlines Ltd.

Main Activities The primary activities of this industry are:

Scheduled domestic air passenger transportation

Scheduled transborder air passenger transportation

Scheduled international air passenger transportation

Scheduled helicopter passenger transportation

Scheduled air freight transportation

The major products and services in this industry are:

Scheduled domestic travel

Scheduled US-transborder travel

Scheduled non-US international travel

Scheduled cargo transportation

Other
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Supply Chain

SIMILAR INDUSTRIES

Aircraft, Engine & Parts
Manufacturing in Canada

Rail Transportation in Canada Ocean & Coastal Transportation
in Canada

Airport Operations in Canada

Aircraft Maintenance, Repair &
Overhaul in Canada

Freight Packing & Logistics
Services in Canada

Couriers & Local Delivery
Services in Canada

 

 

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Airlines International Airlines in the US Domestic Airlines in the US International Airlines in Australia

Domestic Airlines in Australia Airlines in China Scheduled Passenger Air
Transport in the UK

Airlines in New Zealand

Passenger Air Transport in
Ireland
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Industry at a Glance
Key Statistics

$16.1bn
Revenue

Annual Growth

2016–2021

-6.4%

Annual Growth

2021–2026

12.6%

Annual Growth

2016–2026

 

$1.0bn
Profit

Annual Growth

2016–2021

-10.7%

  Annual Growth

2016–2021

 

6.5%
Profit Margin

Annual Growth

2016–2021

-1.7pp

  Annual Growth

2016–2021

 

557
Businesses

Annual Growth

2016–2021

2.7%

Annual Growth

2021–2026

7.8%

Annual Growth

2016–2026

 

61,361
Employment

Annual Growth

2016–2021

0.7%

Annual Growth

2021–2026

6.4%

Annual Growth

2016–2026

 

$4.5bn
Wages

Annual Growth

2016–2021

4.4%

Annual Growth

2021–2026

7.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

2.3%
Per capita disposable income

10.4%
Corporate profit

-36.3%
International trips by Canadian
residents

-35.1%
Inbound international travel

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

NEGATIVE IMPACT

  Concentration
High   Regulation & Policy

Heavy / Steady

  Technology Change
High   Industry Globalization

High / Increasing

  Competition
High / Increasing

 

Key Trends

 Operators have attempted to leverage technological
improvements to increase labour productivity

 A depreciating Canadian dollar has made it affordable for
foreign consumers to visit Canada

 Falling oil prices early during the period significantly reduced
purchase costs

 Major players have ambitious expansion plans for their new
and existing low-cost subsidiaries

 An increase in business spending will likely contribute to
industry growth

 Ancillary fees will likely compensate for the projected
increase in oil prices

 Mainline carriers have increased focus on the premium class
segment to increase profit and revenue



Scheduled Air Transportation in Canada October 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

   

WEAKNESSES

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  World price of crude oil

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Ready for takeoff: Merger and acquisition activity among large players will
likely transform the industry

The Scheduled Air Transportation industry in Canada has performed well over much of the five years to 2021 as
rising levels of disposable income enabled more consumers to purchase airline tickets, while a relatively weak
Canadian dollar has encouraged inbound travel from foreign consumers visiting Canada. However, the COVID-19
(coronavirus) pandemic has resulted in many airlines suspending international service and governments imposing
social distancing guidelines to prevent the spread of coronavirus, severely constraining industry revenue in 2020.
Overall, industry revenue is estimated to decrease an annualized 6.4% to $16.1 billion over the five years to 2021.
This includes a projected increase of 97.8% in 2021 alone as international travel has started return in the second
half of the year, while domestic travel has rebounded amid expanded vaccine access.

The industry has slowly liberalized in recent years as the Canadian government has eased aviation regulation,
enabling the emergence of low-cost carriers and altering the competitive environment; however, the industry is still
dominated by large established network carriers. As a result of falling oil prices, the average industry profit margin
has widened over much of the past five years, though the pandemic severely reduced profit in 2020, a trend that will
likely continue in 2021. Moreover, mainline carriers such as Air Canada have increased focus on the premium class
segment and ancillary services as a way to increase profit and revenue.

The industry is expected to resume to growth over the five years to 2026 as rebounding levels of corporate profit
and outbound international travel stimulate demand for previously lagging segments. However, merger and
acquisition activity among the industry's two largest players will likely transform the industry over the next five years;
for example, in 2019, the industry's largest operator, Air Canada, announced plans to acquire the leisure airline, Air
Transat. Private equity firm Onex Corporation also finalized its plan to purchase WestJet Airlines Ltd., the second-
largest industry operator, for $5.0 billion in 2019. Therefore, market share concentration is likely to increase, carrying
implications for consumers and operators alike. Ultimately, industry revenue is forecast to climb an annualized
12.6% to $29.2 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Per capita disposable income

Most industry revenue comes from consumer spending of discretionary income. Since domestic and international air
travel is typically more expensive than other forms of travel, consumers need to have relatively high levels of
disposable income. Changes in per capita disposable income significantly affect demand for air transportation.
When disposable income grows, demand for flying increases. Per capita disposable income is expected to decrease
in 2021, posing a potential threat to the industry.

 

Corporate profit

Business customers represent a significant portion of demand for domestic and international travel. When corporate
profit is high, companies are more likely to pay for business travel. Conversely, low profit means fewer business
travellers. Corporate profit is expected to increase in 2021, representing a potential opportunity for the industry.

 

Inbound international travel

A substantial share of foreign travellers visiting Canada are transported by passenger airlines. Therefore, the
number of inbound arrivals in Canada is a good proxy for industry demand. The number of inbound visits to Canada
from abroad depends on the global economy, exchange rates and Canada's perception as a destination for tourism.
Inbound international travel is expected to increase in 2021.

 

International trips by Canadian residents

Outbound international tourists account for a significant portion of passengers on international flights from Canada.
More travellers generally leads to more tickets sold, resulting in higher industry revenue. The number of international
trips made by Canadian residents is expected to increase in 2021.

 

World price of crude oil

Since jet fuel is refined from crude oil, when global crude oil prices increase, jet fuel prices tend to rise as well,
enabling major airlines to implement fuel surcharges and raise ticket prices to remain competitive. In turn, higher
prices bolster revenue growth. The world price of crude oil is estimated to increase in 2021.
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Current
Performance

The Scheduled Air Transportation industry in Canada has experienced
soaring growth over most of the five years to 2021.

Industry operators provide scheduled passenger and cargo flights within Canada and internationally. Rising levels of
disposable income during most of the period has enabled more Canadian residents to travel both domestically and
abroad, while a relatively weak Canadian dollar during much of the period has significantly bolstered the number of
international travellers visiting Canada. However, this trend has been moderated somewhat by the emergence of
various low-cost airlines that compete with established players for cost-sensitive consumers. Additionally, the
COVID-19 (coronavirus) pandemic caused a drastic drop in revenue in 2020, as social distancing measures
imposed by local and federal governments discouraged Canadians from nonessential travel. This has continued into
2021, as fully vaccinated Americans were not permitted to enter the country without a two-week quarantine until
August 2021. Additionally, some airlines completely suspended services to slow the spread of coronavirus. Overall,
industry revenue is estimated to decrease an annualized 6.4% to $16.1 billion over the five years to 2021, including
an expected increase of 97.8% in 2021 alone amid recovery from historic lows due to the pandemic.

COMPETITION AND INDUSTRY STRUCTURE

The industry is highly concentrated, with major players Air Canada and
WestJet Airlines Ltd.

(WestJet) accounting for nearly 80.0% of the industry in 2021. Moreover, competition between these major carriers
has intensified over the five years to 2021. Prior to the current period, both WestJet and Air Canada launched low-
cost subsidiaries, WestJet Encore and Air Canada Rouge, respectively. WestJet launched Swoop in 2018, an ultra-
low fare carrier based in Calgary. The new airline boasts the lowest costs in the industry and has exacerbated price-
based competition. Swoop keeps fares low through its offering of completely unbundled products and services,
permitting travellers to purchase only the amenities they desire through Swoop's website or mobile app. The rise of
low-cost airlines over the past decade has transformed the industry by permitting more price-sensitive consumers to
partake in industry services more frequently. Accordingly, the number of industry enterprises has increased an
annualized 2.7% to 557 companies over the five years to 2021.

Furthermore, industry operators have attempted to leverage technological improvements, such as online booking
and automatic check-in, to increase labour productivity and reduce wage costs. Wages are anticipated to absorb
27.9% of industry revenue in 2021, which is artificially high as the coronavirus pandemic evaporated revenue.
However, as many airline employees belong to labour unions, shedding wage costs is a difficult process and many
operators were forced to absorb employee costs. However, industry operators have heavily invested in capital
during the period to reduce wage costs. For example, Air Canada acquired the Amadeus Altea Suite passenger
service system (PSS) in 2017, which modernized the airline's systems for reservations, inventory and departure
control. Fully implemented in 2019, the new PSS enables Air Canada to optimize its flight schedule, more easily
manage inventory and automate rebookings during flight disruptions. Consequently, the value of industry wages is
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expected to grow an annualized 4.4% to $4.5 billion over the five years to 2021 as employees that have remained in
the industry command higher wages.

INTERNATIONAL TRAVEL

The industry is sensitive to several external economic factors that affect
the number of domestic and international travellers in Canada, including
consumer confidence and corporate profit.

Improved economic conditions during much of the period have increased demand for both business and consumer
travel. Consumer spending is expected to grow an annualized 1.3% over the five years to 2021 while corporate
profit is expected to climb an annualized 10.4% during the same period. However, the coronavirus pandemic placed
extreme downward pressure on these trends in 2020. Moreover, the Canadian dollar has remained relatively weak
in recent years, making it increasingly affordable for foreign consumers to visit Canada. As a result, the number of
international travellers arriving in Canada experienced strong growth prior to the coronavirus pandemic, which
stimulated demand for Canadian airlines with a presence in major hubs across the world. At the same time, the
depreciation of the Canadian dollar has made international travel relatively expensive for Canadians, which was on
an upward swing before a decline of 74.0% in 2020. However, the Canadian dollar is expected to appreciate sharply
in 2021 amid economic recovery from the pandemic, which may slow the return of international travel until a trend of
depreciation resumes.

OIL PRICES

The movement of global crude oil prices makes or breaks industry profit,
as fuel costs can account for as much as 30.0% of the average operator's
total expenses.

In 2021, profit, measured as earnings before interest and taxes, will likely account for 6.5% of revenue, down from
8.2% in 2016. Prior to the current period, dramatic spikes in the world price of crude oil contributed to an intense
period of consolidation within the US industry, when many established airlines either filed for bankruptcy or merged.
In comparison, Canadian airlines were relatively stable during this period, though many domestic airlines did limit
services, reduce the sizes of their fleets and introduce new fees and surcharges. More recently, the world price of
crude oil fell an estimated 32.7% in 2020 and was at historic lows during the beginning of the period, significantly
reducing purchase costs and enabling several industry operators to invest in new aircraft and amenities. For
example, Air Canada's ongoing $10.0 billion fleet renewal added nine Boeing 787s in 2017 alone. The airline also
added 24 Boeing 737 MAX 8 aircrafts during the period. However, in 2019, these aircrafts were grounded after two
high-casualty plane crashes in 2018 and 2019 called into question the safety of the aircraft. These planes have
since returned to service.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

($US per
barrel)

2012 19,749 7,872 519 369 54,490 N/A N/A 3,428 N/A 105
2013 19,890 6,539 661 387 56,026 N/A N/A 3,579 N/A 104
2014 20,815 6,206 693 416 57,627 N/A N/A 3,621 N/A 96.2
2015 21,937 6,795 700 448 57,470 N/A N/A 3,968 N/A 50.8
2016 22,398 6,513 710 487 59,344 N/A N/A 3,617 N/A 42.8
2017 24,286 8,527 726 498 61,698 N/A N/A 3,999 N/A 52.8
2018 26,344 7,188 776 513 59,428 N/A N/A 3,464 N/A 68.3
2019 26,999 8,604 811 532 61,962 N/A N/A 4,058 N/A 61.4
2020 8,128 4,451 798 548 56,538 N/A N/A 3,821 N/A 41.3
2021 16,076 6,455 774 557 61,361 N/A N/A 4,488 N/A 59.0
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Industry Outlook
Outlook The Scheduled Air Transportation industry in Canada is expected to

resume its growth over the five years to 2026 as the economy recovers
from the COVID-19 (coronavirus) pandemic and airlines open up new
routes.

Most notably, market share concentration is anticipated to increase as the industry's two largest players, Air Canada
and WestJet Airlines Ltd. (WestJet), partake in merger and acquisition activity early during the period. This will likely
expand the airlines' existing networks and result in heightened barriers to entry for potential operators. However,
industry participation is expected to continue to grow due to a projected growth in both the number of inbound
visitors to Canada and the number of foreign trips made by Canadian residents. Moreover, the price of oil is
expected to decrease slightly over the next five years, supporting growth in the average industry profit margin.
Overall, industry revenue is forecast to increase an annualized 12.6% to $29.2 billion over the five years to 2026.

COMPETITION RISING ON NEW ROUTES

Air Canada and WestJet both have ambitious expansion plans for their
new and existing low-cost subsidiaries, including Swoop, WestJet Link
and Air Canada Rouge.

Notably, Air Canada announced plans to acquire Air Transat, a leisure airline based in Montreal, for an estimated
$520.0 million in 2019. The transaction, expanded Air Canada's network and make the company more competitive in
a highly concentrated market. Air Transat focuses on the transatlantic market during the summer and warmer
destinations in the winter, which will likely expand Air Canada's network and strengthen Air Canada Rouge, its
discount airline. Consumers are likely to benefit from more choices, increased flight frequency and lower fares.
However, these low-cost carriers are likely to offer less personal space with less legroom.

Furthermore, WestJet plans to expand Swoop, its ultra-low fare airline, over the coming years. WestJet anticipates
to increase the number of its long-haul routes, having placed an order for 10 Boeing 787 jetliners set for delivery
before 2022. However, specifics of the airline's future are uncertain amid the acquisition of WestJet by Onex
Corporation, which closed in December 2019. Consequently, the number of industry enterprises is projected to grow
an annualized 7.8% to 811 companies over the five years to 2026. At the same time, some existing operators are
also expected to open new facilities and hire new workers. Overall, the number of industry employees is forecast to
grow an annualized 6.4% to 83,771 workers over the next five years.

REVENUE PROSPECTS

Per capita disposable income in Canada is projected to increase an
annualized 0.8% over the five years to 2026.

In turn, rising income levels will likely aid leisure travel, as many consumers in turn will increase spending on a wide
variety of discretionary purchases, including flights and in-flight amenities. Additionally, an increase in business
spending will also likely contribute to industry growth, as rising levels of corporate profit often leads to larger travel
budgets for businesses, especially for senior executives that purchase business class tickets. Corporate profit is
projected to an annualized 2.6% over the five years to 2026, bolstering industry revenue growth.
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In particular, rising corporate demand will likely benefit the major airlines flying long-haul international routes, as
most budget airlines are unable to compete in the lucrative business class segment. These airlines will also likely
compete for corporate dollars through a new business class that provides more luxurious accommodations for
passengers paying a premium, most likely at the expense of space in the economy section of the plane. Moreover,
the industry is expected to become increasingly competitive as growing demand for industry services encourages
new operators to enter the market.

PROFIT MARGIN STAGNATES

The average industry profit margin is anticipated return to prepandemic
levels as oil prices stabilize.

Profit, measured as earnings before interest and taxes, is expected to account for 8.7% of industry revenue in 2026.
Furthermore, technological developments in aircraft manufacturing will likely continue to provide faster and more
fuel-efficient models that improve the competitiveness of operators. Ancillary fees will also likely compensate for the
projected increase in oil prices, reducing some pressure on industry profit. WestJet increased baggage fees in 2018,
in addition to launching a business class cabin and restructuring its premium economy and economy fare classes.
Both WestJet and Air Canada plan to roll out broader Wi-Fi availability on planes moving forward, and will likely
charge customers for access to the internet and for in-flight entertainment. Furthermore, passenger load factors,
which measure the capacity use of the plane, are likely to rise over the next five years as airlines use technology
and adjustable price ticketing to increase loads.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

 ($US per
barrel)

2021 16,076 6,455 774 557 61,361 N/A N/A 4,488 N/A 59.0
2022 23,509 8,582 925 657 69,866 N/A N/A 5,256 N/A 59.2
2023 27,082 9,688 1,005 712 74,610 N/A N/A 5,657 N/A 58.5
2024 28,160 10,122 1,053 747 77,709 N/A N/A 5,891 N/A 58.2
2025 28,716 10,336 1,097 780 80,586 N/A N/A 6,098 N/A 58.4
2026 29,161 10,519 1,138 811 83,771 N/A N/A 6,325 N/A 58.8
2027 29,522 10,716 1,179 843 86,970 N/A N/A 6,550 N/A 58.8
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Internal competition is high

There is full market acceptance of the industry’s services

There is a lack of innovation in the industry’s core services

The Scheduled Air Transportation industry in Canada is in the mature phase of its life economic cycle. Industry
value added (IVA), which measures an industry's contribution to the overall economy, is projected to increase an
annualized 4.9% over the 10 years to 2026. Comparatively, Canadian GDP is forecast to increase an annualized
1.9% during the same period. While IVA that is increasing at a faster rate than GDP is indicative of a growth
industry, full market acceptance of industry services, high internal competition and a lack of innovation in the
industry's core services, indicate the industry is in the mature phase of its life cycle.

Different segments of the industry are performing to varying degrees. For instance, the international segment is
currently outperforming the domestic and US transcontinental segments, as the number of international arrivals in
Canada has experienced strong growth in recent years. Likewise, WestJet Airlines Ltd., a low-cost airline that
targets budget passengers, is outperforming Air Canada both in terms of profit and revenue growth due to its focus
on keeping prices low for struggling consumers. Despite these differences, the overall industry has experienced
consistent demand for air transportation services over the five years to 2021, as the industry plays an essential part
in both the Canadian and global economies.

Additionally, technological upgrades in the industry have slowed. While companies are spending generously on new
aircraft and machinery, the level of change from the previous models is declining. This is due to an already high
level of technological advancements in the industry and little scope for change. The focus on fuel-efficient
technology and cost-reduction machinery has increased over the five years to 2021. While technological upgrades
are a consistent source of investment for airlines, benefits from each upgrade are slowing.

Finally, there is a high degree of internal competition. Discount airlines have driven price down and services offered
by each operator is largely the same, leading to a high degree of competition. Companies compete on price and
quality of service, which keeps prices down and profit relatively low. Overall, these trends are representative of a
mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Freight Forwarding Brokerages & Agencies in Canada

Couriers & Local Delivery Services in Canada

Public Administration in Canada

Key Selling Industries
1st Tier

Aircraft, Engine & Parts Manufacturing in Canada

Airport Operations in Canada

Aircraft Maintenance, Repair & Overhaul in Canada

2nd Tier

Plastics and Rubber Products Manufacturing In Canada

Iron & Steel Manufacturing in Canada

Aluminum Manufacturing in Canada

Heavy Infrastructure Construction in Canada

Products & Services

  SCHEDULED DOMESTIC AND INTERNATIONAL TRAVEL

The Scheduled Air Transportation industry in Canada generates most of
its revenue through passenger services, consisting of domestic services
and international services.

For instance, scheduled domestic travel is expected to account for 34.7% of industry revenue in 2021, while
international trips between Canada and the United States, and international flights to and from other regions of the
world, are estimated to account for 17.8% and 29.2% of industry revenue, respectively, in 2021. Following several
years of decline, the number of inbound travellers arriving in Canada has recently experienced strong growth, which
has significantly bolstered demand for Canadian airlines that operate hubs in major foreign cities. Moreover, rising
levels of per capita disposable income and corporate profit have enabled more airline customers to purchase
relatively high-end airline services. As a result of these trends, passenger transportation has grown as a share of
industry revenue over the five years to 2021, despite the COVID-19 (coronavirus) pandemic.

Passenger services may be further segmented by coach class, business class and first-class passengers. Coach
class passengers account for the greatest share of industry revenue and most passenger seats on scheduled flights.
Demand for coach class tickets has climbed over the five years to 2021, as passengers grow increasingly budget-
conscious. Airlines specializing in low priced tickets, such as WestJet Airlines Ltd., have done particularly well as
consumers value low prices ahead of more legroom and inflight meals. Business class and first-class passengers,
distinguished from other travel classes by the quality of seating, food, drinks and other amenities, represent a
smaller share of total revenue. In Canada, true business class is usually only offered on transcontinental flights and
on long-haul international flights.

SCHEDULED CARGO TRANSPORTATION

The scheduled cargo transportation segment, including mail
transportation, is estimated to represent 16.3% of industry revenue in
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2021.

The main cargo airlines in this segment are divisions or subsidiaries of national passenger airlines and generally use
recently built or converted aircraft, passenger to freight, to carry their cargo. Other airlines use older planes usually
converted from passenger aircraft that have been sold by first-tier carriers. The air transport industry carries many
forms of cargo, such as fresh produce, perishable goods, livestock and dangerous or hazardous goods. Within the
scheduled freight, chartered air transportation sector, freight carriers do not provide door-to-door service. Instead,
they provide only air transport from an airport near the cargo's origin to an airport near the cargo's destination. This
segment's revenue has climbed over the past five years because package transportation has increased due to
closure of retail stores stemming from the coronavirus pandemic.

OTHER

Other revenue streams for scheduled air transportation operators include
commuter and charter air transport, excess baggage charges, reservation
cancellation fees, scheduled sightseeing tours and similar services and
charges.

For example, Air Canada operates Air Canada Vacations, a tour operator that develops, markets and distributes
vacation travel packages. These miscellaneous chargers and services are expected to account for 2.0% of industry
revenue in 2021.

Demand
Determinants

Demand for services provided by the Canadian Scheduled Air
Transportation industry, namely passenger air travel, is reliant on many
factors related to broader macroeconomic conditions.

The main economic factors influencing a consumer's choice to fly include corporate profit consumer confidence,
household income, business sentiment, exchange rates and the cost of airfares compared with other forms of
transport. Other considerations are consumer preferences, leisure time availability and competition from substitute
methods of travel such as driving cars.

Leisure travel

Leisure travel includes air transportation for the purpose of a vacation, visiting friends and family, moving to another
city or similar nonbusiness-related activities. Demand for these activities is generally closely linked to disposable
incomes and leisure time availability. When personal or household disposable income is growing, more consumers
tend to spend money on discretionary items such as vacations and interstate visits. Additionally, people who have
more free time away from work, such as retirees, typically travel more. Airfares also play a role, as less expensive
prices tend to attract more potential passengers. However, if prices are increasing at a slower rate compared with
income growth, consumers are generally not deterred from flying. Exchange rates play a role in that they influence
consumers' decisions whether to travel abroad or domestically.

Other factors contributing to demand for leisure air transportation include the location of the consumer, population
density in the area and consumer preferences. People who live in remote areas tend to fly more out of necessity and
these locations are usually poorly populated. Canada is a large land mass and the most convenient way of transport
is by aircraft. Consumer preferences affect demand for air transport in the choice of a mode of transportation and
the choice of whether to go on vacation domestically or internationally. When people are more willing to fly rather
than drive or catch a train, this increases demand for scheduled passenger air transportation.

Business travel

Business travellers are much less responsive to price changes than they are to corporate profit and business
sentiment. Demand for business travel tends to rise when corporate activity in Canada increases and profit performs
favourably. This generates more need to visit other business locations or to attend conferences. However, when
profit is falling and sentiment is down, business travel is usually on the chopping block for companies. In an age of
technological developments, competition from substitutes, such as video conferencing, is on the rise. As a result,
demand for business air travel is affected by developments in the communications industry and the future need for
businessmen to physically move from one location to the next.

Cargo transportation

Demand determinants of air cargo include the level of high value time-sensitive imports and exports, air freight rates,
which are influenced by operating costs and capacity, and innovation in shipping and packaging technology. It is
more profitable to ship products that are time sensitive and have a high value-to-weight ratio via air. Electronics and
high-end products are usually transported by air to reach the market in a fast and efficient manner. Many carriers
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are also certified to handle dangerous goods, such as explosives, gases, flammable liquids, toxic and infectious
substances and radioactive materials.

Sudden changes

General changes in the state of the economy and consumer preferences create consistent demand for air
transportation. However, sudden changes may cause large downward shifts in demand. These shocks include plane
malfunctions, terrorist attacks on planes, disease outbreaks and plane crashes, which may scare people away from
flying.

Additionally, the COVID-19 (coronavirus) pandemic has caused a dramatic reduction in demand. Many airliners,
including Air Canada, have suspended international flights to contain the spread of coronavirus, with many
Canadians following social distancing guidelines and postponing any travel plans. Consequently, Porter Airlines Inc.
completely suspended services for nearly 18 months, though airports remain open and domestic flights are still
operating.

Major Markets

  PASSENGERS

Everyday consumers travelling for either business or pleasure account for
most revenue for the Canadian Scheduled Air Transportation industry,
representing an estimated 93.9% of revenue in 2021.

This market segment can be further broken down on the basis of consumer income, as the relatively expensive and
nondiscretionary nature of many airline services limit the markets that industry operators pursue. For instance,
passengers in the lowest quintile of income are estimated to account for just 10.0% of industry revenue in 2021,
while the wealthiest 20.0% of Canadians are expected to represent a substantial 36.9% of industry revenue in 2021.
Furthermore, passengers in the second, third and fourth income quintiles combined account for 47.0% of revenue in
2021. At the same time, there has been a broad shift toward budget fares over the five years to 2021, as consumers
have become thriftier with their spending. However, lower-income Canadians may grow as a portion in revenue over
the five years to 2026 as a result of the economic recovery stemming from the COVID-19 (coronavirus) pandemic.
These potential consumers may opt for a less costly vacation that does not involve flying after using limited savings
to navigate the tough economic conditions brought on by the coronavirus pandemic. The passenger segment has
declined overall during the period due to the coronavirus pandemic affecting consumer sentiment and confidence.

FREIGHT AND MAIL MARKETS

Industry operators also transport a wide variety of cargo, such as fresh
produce, perishable goods, livestock and dangerous or hazardous goods.

Carriers that operate on scheduled routes do not provide door-to-door service. Instead, these carriers provide
transportation from an airport near the cargo's origin to an airport near the cargo's destination. In recent years,
chronic overcapacity in the global maritime shipping industry has caused many waterborne transporters to slash
their rates to remain in business, which has generated significant competition for United States cargo airlines.
However, this segment has grown as a share of revenue over the past five years to due to the coronavirus
pandemic, as passenger revenue has fallen due to travel restrictions. Freight and mail markets are estimated to
account for 6.1% of industry revenue in 2021.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

As a service-based industry, international trade is not a feature of the Scheduled Air Transportation industry in
Canada. At the same time, the industry generates significant revenue through sales to customers originating and
travelling overseas. Moreover, many companies also provide contract or ad hoc services to foreign airlines when
they are in Canada. In effect, these operators are providing a service export, which relates to Canadian airlines
carrying nonresident passengers to and from the country, while service imports relate to foreign airlines carrying
Canadian residents to and from the country.

Business
Locations

  The geographic spread of the Canadian Scheduled Air Transportation industry falls in line with the distribution of the population
and Canada's most popular business and leisure destinations. For example, the greatest portions of industry establishments is
held by Ontario, accounting for 32.3% of industry locations in 2021; Quebec, accounting for 25.2% of establishments; British
Columbia, accounting for 13.6% of establishments; and Alberta, which represents 8.9% of establishments. These provinces are
the most populated in Canada. The domestic market is characterized by a large geographic territory with a limited number of high-
density markets accounting for the majority of passenger traffic and revenue. This leads to concentration of routes in Canada
involving four major hubs, which include Toronto, Montreal, Vancouver and Calgary. Additionally, Toronto, Montreal and
Vancouver have the most international flight departures and arrivals of any city in Canada. Air Canada, the industry's biggest
player, is also based in Montreal and has hubs in Calgary, Montreal, Toronto and Vancouver. Meanwhile, its main competitor,
WestJet Airlines Ltd., operates hubs in Calgary and Toronto.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Scheduled Air Transportation industry in Canada has a high degree of market share concentration. The top four
industry players are estimated to hold a combined market share of more than 80.0% in 2021. Air Canada and
WestJet Airlines Ltd. dominate the domestic segment of the industry, controlling an estimated 80.6% of the market
in 2021. The Canadian market is characterized by a large geographic territory with a limited number of high-density
markets accounting for the majority of passenger traffic and revenue. This leads to concentration of routes in
Canada involving four major hubs, which include Toronto, Montreal, Vancouver and Calgary. Air Canada is also the
largest player in the international segments of the industry, however its dominance in these segments is lesser.
Industry concentration is further bolstered by high barriers to entry, such as capital costs, regulatory barriers, limited
capacity within existing networks and incumbent player competition. Possible entries include companies servicing
niche markets and airlines that aim to compete with major companies by offering low-cost, no-frills flights. The level
of concentration is not expected to increase significantly over the five years to 2026 as new routes are likely to be
serviced by the industry's existing operators, rather than completely new entrants. New operators do not have the
ability to significantly challenge the market power of the existing operators due to their greater financial and political
muscle, as well as their extensive linkages and partners across the global aviation industry. This concentration is
forecast to decrease slightly as a result of the COVID-19 (coronavirus) pandemic. Larger airlines have the cash
reserves to shut down or run limited operations and survive, while smaller airlines must continue to press forward
and may generate more revenue in the short term as a result.

Key Success
Factors

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

Optimum capacity utilization:
Airlines need to have the ability to match certain aircrafts with certain routes for better use. The use of code sharing
agreements is also valuable to the operation of airlines.

Effective cost controls:
Good cost control systems help better manage yields and increase earnings. This is particularly important in times of
operational uncertainty, as is the case with highly volatile fuel prices.

Ability to expand and curtail operations rapidly in line with market demand:
Having flexible capacity to meet troughs and peaks in demand is vital to profitability. Airlines must be able to serve
markets precisely or risk operating losses on a given route.

Well-developed internal processes:
Airlines require reservation systems and e-commerce products that provide good access for clients to the services
provided.

Access to the latest available and most efficient technology and techniques:
The use of up-to-date technology and new aircraft can improve operational efficiencies.

Adaptability of operations to comply with social distancing protocols:
Operators that can keep customers safe and remain in compliance with government guidelines will have an
advantage.
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Cost Structure
Benchmarks

  Profit

Profit in the industry has been volatile over the five years to 2021. The
industry is highly competitive and consumers are price sensitive,
meaning they may delay travel plans if prices increase beyond what
they perceive as value for money. For this reason, industry profit is
subject to substantial fixed costs and highly volatile fuel prices without
the ability to pass on the full cost increase to the consumer. Many
airlines have begun charging passengers for checked bags and other
previously complementary services over the past five years to boost
profit. At the same time, recent fluctuations in the world price of crude
oil have added some uncertainty to companies' operations, while
mounting internal competition has limited the prices many airlines are
able to charge for their services. Consequently, industry profit,
measured as earnings before interest and taxes, is estimated to
account for 6.5% of revenue in 2021, down from 8.2% in 2016.

 

  Wages

Wages represent a major expense for industry operators, accounting
for 27.9% of industry revenue in 2021. Labour costs are expected to
grow as a share of industry revenue over the five years to 2026 as
many of the industry's employees are members of prominent workers'
unions, making it difficult to reduce overall labour costs to any
significant degree, especially amid the weak revenue environment due
to the COVID-19 (coronavirus) pandemic. In fact, Air Canada has been
hamstrung by high labour costs and has been unable to compete on
some routes due to its high cost structure.
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  Purchases

Purchases, one of the industry's largest expenses, which include the
acquisition of materials such as aircraft, fuel, food, uniforms and similar
items, account for an estimated 32.3% of industry revenue in 2021.
Purchases have declined as a percentage of revenue over the past five
years as oil prices fell through most of the period. Jet fuel is one of the
most significant expenses for an airline, often accounting for between
25.0% and 40.0% of total operating expenses for industry companies.
As a result, airlines are vulnerable to fluctuations in oil prices, with
many operators investing in financial derivatives and using fuel
surcharges to mitigate the effects of fuel price volatility. Airlines also
experience substantial maintenance and repair costs, with aircraft
components requiring regular upkeep. Additionally, many operators
charter flights from other airlines to meet demand or provide customers
with shipping routes that the company does not typically service.

 

  Marketing

Marketing costs are not a significant expense for industry operators and
are expected to absorb 0.7% of revenue in 2021.

 

  Depreciation

Airlines are also subject to depreciation costs, which include the
depreciation of aircraft, aircraft parts, loading and unloading equipment,
communication equipment, office supplies, technology and software.
Developments in new aircraft have encouraged many airlines to replace
their older fleets and improve efficiency by investing in newer models,
causing depreciation to expand as a share of revenue over the five
years to 2021. Depreciation costs are estimated to represent 5.7% of
industry revenue in 2021.

 

  Rent

Airlines must pay to stow aircraft and maintenance vehicle while not in
use and also rent hangar space at airports. Due to the size of planes
and relatively large fleet size of the average industry operator, rent
costs constitute a significant expense for industry operators, accounting
for 6.0% of industry revenue in 2021. This is expected to increase over
the next five years as competition increases for limited space at
airports.
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  Utilities

The industry is energy intensive. Utilities are anticipated to absorb 2.5%
of revenue in 2021.

 

  Other Costs

Other common expenses for industry operators include insurance
premiums, restructuring expenses, legal costs and administrative fees.
Maintenance expenses include the cost of expendable aircraft spare
parts, maintenance to repairable aircraft components, contract labour
for maintenance activities and other noncapitalized direct costs related
to fleet maintenance, including spare engine leases. Handling and
landing fees include the costs incurred by airlines to land and service
aircraft, security, baggage handling and logistics at airports. Some
larger airlines, such as Air Canada and WestJet Airlines Ltd., use their
own employees for ground handling functions. IBISWorld expects other
costs to account for 18.3% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Scheduled Air Transportation industry in Canada is highly
competitive.

Airlines compete for customers on price, frequency, capacity, route offerings, loyalty programs, promotions,
incentives and service quality. Industry operators must also attract customers from substitute modes of
transportation such as cars, trains and buses. The level of competition is different among particular segments of the
industry. For example, low-cost airlines are price competitive, and therefore, may not offer the same number of
routes as other airlines, while competition from substitutes is the strongest among regional and short-distance
service providers.

INTERNAL COMPETITION

Competition among domestic and global airlines has intensified over the
five years to 2021.

Providers of inexpensive air transportation have increased the level of price competition in the industry, raising the
focus on quantity over quality. While quality is still an important measure of success for an airline, this type of
competition is more prevalent at the higher end of the market, specifically business class and corporate customers.
Price competition is the most important tool in attracting customers in times of poor economic conditions, particularly
when unemployment is increasing and incomes are falling. During stable economic times, airlines may offer
additional services and higher quality services to avoid having to cut prices.

To attract more full-fee customers, airlines have introduced new features, such as internet booking and online
check-in, a wide range of in-flight entertainment and seats that pull out into beds, among other features. Additional
services, such as participation in loyalty incentives programs, special promotions on additional reward points, use of
airport lounges, participation in alliances with other international airlines and contracts with travel agencies may
attract long term customers.

The strongest competitive advantage an airline can have is exclusive coverage of a route. Therefore, airline capacity
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and coverage, in addition to the number of services offered, also generate competition in the industry. Airlines that
have available seats on the highest number of routes, on regular basis, will usually attract customers through
availability and convenience.

EXTERNAL COMPETITION

Competition from ground and sea transportation poses a weak threat to
the industry, as the convenience and the competitive price of air travel
generally limits competition from substitute forms of transportation.

At the same time, this external competition can have a significant influence on small scale, regional airlines that
operate over relatively short distances.

Competition is expected to grow as a result of the COVID-19 (coronavirus) pandemic. The market for air travelers
has decreased significantly, as potential travelers are either staying home or using other means to reach their
destination. This is partially due to economic uncertainty and partially the result of the potential dangers of airline
travel in a pandemic, such as proximity to others and recycled air on an airplane. Consequently, industry operators
must compete more fiercely for the remaining market for services.

Barriers to
Entry

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

  The Scheduled Air Transportation industry in Canada has
significant barriers to entry. Start-up costs, which include
initial expenses on hangar and airfield space, skilled
labour, highly specialized machinery and adherence to
stringent safety requirements, are extremely high for
operators in this industry. For instance, purchasing aircraft
may cost millions of dollars, which may be hard to secure
given the competitive nature of the industry. Complying
with government requirements is also costly and timely,
making it harder to enter the industry. Skilled labour may
also be difficult to find in times of pilot shortage,
considering the extensive training required to be able to
work in the industry.

Once a new company enters the industry, it will also likely
encounter significant barriers to success. Incumbent
companies may already have network alliances, a wide
network of industry contacts, a proven safety record and
the evidenced ability to deliver projects on time. As a
result, new entrants could struggle to win business even
after massive initial capital outlays. Existing major players
can also use economies of scale to win business by
consistently undercutting smaller players on price and
speed of delivery.

Code sharing and fare discounting are important tools for
airlines to minimize operating costs. By selling seats on a
flight operated by another carrier, code sharing enables
an airline to make direct cost savings by consolidating
services or establishing market presence on a route
without actually operating on it. Therefore, both airlines
may be able to save on fuel, labour and other variable
costs, while making more effective use of aircraft and
other overheads. In addition, offering discounted airfares
to fill unoccupied seats will likely improve the use of an
aircraft. Low cost business models operated by no-frills
airlines have proven to be an effective model for new
players. However, the market for new low-cost airlines is
slowly becoming saturated due to the substantial number
of players already in existence, particularly WestJet
Airlines Ltd.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change High  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Scheduled Air Transportation industry in Canada is subject to a high level of globalization. There is a high



Scheduled Air Transportation in Canada October 2021

27 IBISWorld.com

prevalence of United States and other foreign-owned airlines operating in Canada and competing with Canada-
based companies for the same international passengers. The industry is heavily reliant on international passenger
traffic, as flights between Canada and the United States, as well as flights between Canada the rest of the world,
account for most of industry. Canadians travel by air more per capita than residents of most other countries. For
instance, the number of enplaned or deplaned passengers per capita is nearly four passengers in Canada and an
estimated three passengers in the United States, both of which are significantly greater than the ratios for Europe,
the Middle East and Latin America.

Additionally, the lifting of various travel restrictions and market regulations has bolstered industry globalization in
recent years. For example, many domestic airlines have alliances and code sharing arrangements with international
carriers. Domestic airlines often carry passengers on the final leg of their journey from interconnecting international
flights. New alliances are expected over the five years to 2026, as domestic airlines try to keep pace with rapid
global consolidation. Consolidation enables cost cutting through marketing and scheduling synergies and greater
pricing power through slashing capacity on overlapping routes.

However, globalization was temporarily reduced in 2020 as a result of the COVID-19 (coronavirus) pandemic. Many
airlines, including Air Canada, suspended all international flights through the spring as a method to slow the spread
of coronavirus and have slowly started to resume these routes, though they will likely not return in full until well into
2021.



Scheduled Air Transportation in Canada October 2021

28 IBISWorld.com

Major Companies

Major Players Air Canada

Market Share: 61.8%

  Air Canada is the country's largest full-service airline and the largest provider of scheduled passenger services in
Canada. The company serves an estimated 51.5 million passengers annually and provides direct passenger
services to more than 217 destinations across six continents, operating an average of 1,500 scheduled flights each
day. Air Canada operates a mainline fleet of 188 aircraft and employs nearly 32,900 staff members, including 4,400
pilots. International transportation typically accounts for most of the company's total revenue, with flights to and from
the United States accounting for 19.2% of Air Canada's revenue and international flights to and from other regions
accounting for a substantial 31.4% of total revenue in 2020 (latest data available). However, these figures were
unusually low in 2020 due to travel restrictions stemming from the COVID-19 (coronavirus) pandemic.

Air Canada invested in strengthening its fleet through a $10.0 billion renewal program over the five years to 2021. In
2018, the company added four Boeing 787s and nine Boeing 727 MAX's to its fleet. Furthermore, Air Canada
entered partnerships with other carriers, through the 28-member Star Alliance, one of the world's largest global
airline alliances. The company is also involved with its Atlantic Joint Venture with United Airlines Inc. and the
Lufthansa Group. The company also modernized its systems for reservations, inventory and departure control
through its acquisition of Amadeus Altea Suite passenger service system (PSS). Fully implemented in 2019, the new
PSS has enabled Air Canada to optimize its flight schedule by providing the ability to more easily manage inventory.

Most recently, Air Canada announced plans to acquire Air Transat in 2019, a leisure airline based in Montreal, for an
estimated $520.0 million. The transaction, while called off by the European Commission in April 2021, would have
expanded Air Canada's network and make the company more competitive in a highly concentrated market. Air
Transat currently operates scheduled and charter flights to 60 destinations in 25 countries. Air Transat currently has
a fleet size of 40 planes. Air Transat shareholders approved the measure in August 2019. The acquisition would
have likely increased Air Canada's market share over the five years to 2026.

Financial performance
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Air Canada's industry-relevant revenue is expected to decrease an annualized 5.1% to $9.9 billion over the five
years to 2021. The company's financial results have improved substantially over much of the past five years due to
rising downstream demand and the company's recent focus on cutting costs. Additionally, more international
passengers, especially taking transatlantic routes where the company has added increased capacity, has supported
Air Canada's expansion over the past five years. In contrast, the airline's domestic segment has remained relatively
flat. While the airline grew strongly prior to 2020, this trend was reversed by the strong decrease in revenue in 2020
due to the coronavirus pandemic. As a result, the company's industry-relevant operating profit, measured as
earnings before interest and taxes, is expected to decrease an annualized 6.2% to $857.3 million over the five years
to 2021.

 
Air Canada (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 12,868.8 N/C 1,179.3 N/C
2017 14,408.7 12.0 1,215.5 3.1
2018 16,087.6 11.7 1,336.8 10.0
2019 16,909.4 5.1 1,458.4 9.1
2020 5,163.5 -69.5 -3,342.6 N/C
2021 9,930.3 92.3 857.3 N/C

Source: Annual Report and IBISWorld
Note: *Estimates

WestJet Airlines Ltd.

Market Share: 18.8%

Brand Names WestJet Encore

  WestJet Airlines Ltd. (WestJet) is a Canadian low-cost carrier that provides scheduled and charter air service to
more than 100 destinations across Canada, the United States, Europe, Mexico, Central America and the Caribbean.
The company is the second-largest Canadian airline, behind Air Canada. The company completed more than
268,000 departures in 2018 alone, according to the company's latest annual report. WestJet currently employs more
than 7,100 full-time employees and maintains a fleet of more than 150 planes.

In response to growing consumer appetite for low-cost airlines, WestJet launched Swoop, an ultra-low fare airline, in
2018. Swoop is headquartered at John C. Munro Hamilton International Airport. Furthermore, to strengthen its
competitive position in the transborder and international markets, WestJet focused on developing a joint venture
arrangement with Delta Air Lines Inc. (Delta) and expanded codeshare agreements with Qantas Airways Limited. In
2018, WestJet signed a definitive agreement with Delta to create a transborder joint venture arrangement, which will
likely result in expanded code sharing, access to an extensive transborder route network, better flight connections
and shared airport facilities.

Most recently, in May 2019, Onex Corporation announced plans to acquire WestJet in a $5.0 billion deal.
Completion of the transaction was subject to multiple conditions, including court and shareholder approval and
receipt of certain regulatory approvals, including approval under the Canada Transportation Act. The deal closed in
December 2019. Additionally, the company laid off a significant portion of its workforce due to the COVID-19
(coronavirus) pandemic.

Financial performance

WestJet's industry-relevant revenue is expected to decrease an annualized 3.2% to $3.0 billion over the five years to
2021. The company's low-cost model has been popular with budget customers contending with stagnant income
growth and growing expenses. As a result, the company obtained a healthy profit margin prior to the pandemic, and
WestJet is one of the few consistently profitable air carriers in North America. However, the company's industry-
relevant operating profit, measured as earnings before interest and taxes, is expected to shrink an annualized 9.7%
to $215.4 million over the five years to 2021, brought on by a sharp decline due to the coronavirus pandemic. The
company's expansion has also been catalyzed by the introduction of WestJet Encore, its regional brand, which has
brought greater competition to the regional airline market.
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WestJet Airlines Ltd. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 3,557.1 N/C 359.1 N/C
2017 4,239.3 19.2 374.3 4.2
2018 4,483.1 5.8 128.7 -65.6
2019 4,892.5 9.1 366.7 184.9
2020 1,483.3 -69.7 94.9 -74.1
2021 3,018.3 103.5 215.4 127.0

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Air Creebec Inc.

  Market Share: 0.7%
  Air Creebec Inc. (Air Creebec) is a regional airline headquartered in Waskaganish, QC, with major bases located at

the Val-d'Or, Montreal and Trimmins airports. Founded in 1982, the company operates a fleet of 18 aircraft and
offers regularly scheduled flights, charter flights and airborne freight transportation to 16 destinations across Ontario
and Quebec. Air Creebec is estimated to employ more than 400 workers and generate $105.2 million in industry-
relevant revenue in 2021. This makes Air Creebec highly representative of the type of small-scale, regional players
that compete with Air Canada and WestJet on a localized basis. In 2021, the company has a market share of 0.7%.

Porter Airlines Inc.

  Market Share: 0.4%
  Porter Airlines Inc. (Porter) is a Toronto-based regional airline launched in 2006 by aviation entrepreneur Robert

Deluce. Porter operates scheduled flights between Toronto and 24 destinations worldwide, including 17 destinations
in Canada and an additional five destinations in the United States. The company is based in Billy Bishop Toronto
City Airport and primarily services the short-haul business markets, such as Ottawa, Montreal, New York, Chicago,
Washington, DC, and Boston. Porter has a relatively small fleet of 29 Canadian-built Dash 8-400 aircraft with
capacity for 90 passengers each. As a result of the COVID-19 (coronavirus) pandemic, the company suspended all
service between March 20, 2020 and September 8, 2021, with a few select domestic flights resuming on that date.
Porter plans to phase in the rest of its routes through October 2021, including destinations to the United States on
September 17, 2021. The company is a wholly owned subsidiary of the privately held Porter Aviation Holdings Inc.
and does not report publicly available financial information. IBISWorld estimates that Porter will generate $68.1
million in industry-relevant revenue in 2021, with a market share of 0.4%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Scheduled Air Transportation industry in Canada is
characterized by a moderate degree of capital intensity.
Operators are heavily reliant on both capital investments
and labour inputs. Acquiring and maintaining aircraft
requires substantial investment. Moreover, many large-
scale players operate hundreds of planes, in addition to
massive airport hubs where cargo and passengers are
loaded and unloaded from aircraft, all of which contributes
to the industry's capital costs. While airplanes can often be
leased to ease capital requirements, most airlines prefer to
own airplanes as assets. In addition, efficient
communications equipment, newer aircraft and computer-
assisted booking, strong and flexible packing equipment
and route planning facilities can reduce the need for
nonflying and maintenance labour.

Furthermore, labour requirements in the industry are also
relatively high, since labour input in flight safety, in-flight
service and ground services are important factors in an
airline's operation. Common labour expenses for industry
operators include the wages and salaries paid to pilots,
crew members, ground staff and administrative staff. The
average industry wage is relatively high due to the skilled
work of many employees within the industry, the long
working hours and the industry's strong union
representation.

However, many labour functions in the industry, such as
piloting, safety requirements and customer service, cannot
be made less labour intensive. Long or quick turnaround
trips and certain types of aircraft require extra
crewmembers to adhere to federal safety requirements.
Overall, the typical industry operator is estimated to spend
$0.20 on capital investments for every $1.00 allocated to
labour inputs in 2021.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

Low Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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.

  The industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

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.

The most relevant disruptive force in the Canadian Scheduled Air
Transportation industry is the ability to track flights and the continued
development of smaller, faster plane models.

With the Boeing Company and Airbus SE (Airbus) developing new planes, this development is projected to open new
routes from major cities to smaller cities. For instance, Airbus' A321neo is modernizing fuel consumption and simplifying
pilot training, making the aircraft cost effective and time efficient. With the overall aircraft development having a direct
influence in the industry, operators are expected to be able to take advantage of these aircrafts for commercial use outside
of passenger experience.

The level of technology change is    High

  Operators in the Canadian Scheduled Air Transportation industry rely heavily
on technology, including computer and telecommunications equipment and
software and internet-based systems, to operate, increase revenue and reduce
costs.

A variety of innovations have enabled airlines to enhance the guest experience, increase operating efficiencies, lower costs
and safeguard information. For example, fuel efficiency per available tonne-mile has steadily improved over time due to the
introduction of larger aircraft, lighter aircraft material, more aerodynamic designs and the development of relatively fuel-
efficient engines. With these improvements, airlines can use less fuel per trip and carry more passengers and cargo,
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improving industry profit margin.

One of the most significant influences of technology has been the evolution of the capacity and range of aircraft. The
introduction of the Boeing 747 in the late 1960s changed the aviation sector, as it increased the capacity of aircraft and
provided a broader choice of aircraft types. Since then, a variety of aircraft have been manufactured, but the A380 by
Airbus, launched in 2008, was a significant leap for this industry. The A380 can carry 545 passengers in a four-class
configuration or up to 853 passengers in a single-class economy configuration and carries sufficient fuel to fly from Toronto
to Dubai nonstop.

Airlines also use technology such as computerized reservation systems, flight operations systems, telecommunications
systems, websites, check-in kiosks and in-flight entertainment systems to enhance their operational efficiency. For
example, online booking, payment, scheduling and check-in systems have eliminated many paper costs and administrative
expenses associated with air travel. Additionally, the proliferation of smartphones has enabled consumers to search, book
and manage flights remotely. The use of mobile internet devices has also led to the increased installation of wireless
internet equipment on planes.

Industry operators have also made substantial technological improvements in the onboard passenger experience. The
acceleration in the number passengers carrying digital devices, such as smartphones, tablets and laptops, means airlines
are providing in-flight Wi-Fi service for passengers. Some airlines now provide personal tablets for a fee that are loaded
with content, since they are less expensive and more flexible than installing and upgrading screens in chair-backs.

Revenue
Volatility

The level of volatility is    Medium

  The Scheduled Air Transportation industry in Canada is characterized by a low
to moderate level of revenue volatility.

Revenue increased consistently over much of the five years to 2021, but decreased sharply in 2020, with year-to-year
revenue growth rates ranging between a strong increase of 97.8% in 2021 and a decline of 69.9% in 2020, which was
result of the COVID-19 (coronavirus) pandemic. Demand for air relies heavily on a variety of macroeconomic factors,
including levels of per capita disposable income, consumer sentiment, currency exchange rates and global trade activity.
For example, as the global economy expands, businesses are more likely to invest in business trips, while rising levels of
disposable income typically increase the ability of consumers to take vacations. Overall, stable economic growth has
resulted in relatively steady demand for industry services, leading to a low degree of revenue volatility.

At the same time, movements in the price of jet fuel can have significant an effect on industry revenue growth, as airlines
generally respond to rising jet fuel prices by implementing fuel surcharges that increase ticket prices for passengers. As a
result, industry revenue is subject to the highly volatile prices of crude oil and jet fuel. Additionally, the emergence of budget
carriers has contributed to the volatility of industry revenue by diversifying flight prices, especially to the United States, Latin
America and other destinations close to Canada.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady
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The Scheduled Air Transportation industry in Canada is subject to a heavy
degree of regulation.

In addition to industry-specific regulations covering topics such as pilot training and the airborne transport of hazardous
materials, industry operators are also subject to general competition and consumer protection legislation, which is designed
to maintain and encourage competition in the industry and provide consumers with competitive prices and product choices.
This means that operators may be subject to financial penalties for flight delays, tarmac delays, overbooking and
advertising practices.

ENERGY STANDARDS

Operators aim to both improve fuel efficiency and reduce their environmental
influences.

Enacted in 2012, Canada's Action Plan to Reduce Greenhouse Gas Emissions from Aviation sets a target to improve fuel
efficiency to increase an annualized 1.5% until 2020 from a 2008 baseline. More recently, in 2016, the International Civil
Aviation Organization (ICAO) agreed on a new carbon dioxide (CO2) standard for airplanes. The new standard look effect
in 2020 for newly designed airplanes and be phased in between 2023 and 2028 for in-production airplanes. The CO2
standard addresses emissions at the source and is projected to cut emissions globally by 650.0 million tonnes between
2020 and 2040. In 2016, the ICAO also agreed to implement a global market-based measure to reduce GHG emissions
from international civil aviation, the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA). Under
CORSIA, airplane operators with emissions more than 10,000 tonnes from international flights will be required to purchase
acceptable emission units, primarily from other sectors to offset the growth of emissions in international aviation in 2020.

THE AERONAUTICS ACT

Civil air transportation in Canada, including the establishment of aviation
policy, the establishment of maintenance, safety and operations standards and
the provision of ground and airways infrastructure rests wholly with the
federal government and is the responsibility of the Minister of Transport.

The Aeronautics Act is the principal legislation through which the Canadian government regulates the aviation industry and
gives the Minister the authority to certify air carriers as being adequately equipped and capable of conducting a safe
operation. Industry operators must obtain an air operator certificate to operate a commercial air service.

THE CANADA TRANSPORTATION ACT

The industry is subject to the Canadian Transportation Agency, an
independent administrative body of the Canadian Government, under the
Canada Transportation Act (CTA), which regulates certain aspects of
transportation industries in Canada, including the air transport industry.

The CTA requires that licence holders operating an air service in Canada should be Canadian, controlled by Canadians
and at least 75.0% of their voting interests be owned and controlled by Canadians.

CANADIAN AIR TRANSPORT SECURITY

The Canadian Air Transport Security Act was established in 2002 following the
September 11, 2001 terrorist attacks in the United States and established the
Canadian Air Transport Security Authority (CATSA).

The CATSA is mandated to take actions, either directly or through screening contractors, for the screening of persons
accessing aircraft or restricted airport areas, including their carry-on possessions and baggage.

TRANSBORDER SERVICES

The 1995 Canada-US Air Services Agreement initially liberalized transborder
services between Canada and the United States.

This agreement provides Canadian air carriers unlimited route rights to provide services between points in Canada and
points in the United States. Under the 1995 Canada-US Air Services Agreement, carriers of both countries are free to set
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their own prices for transborder services according to market forces. Prices may not be permitted under special
circumstances if the authorities of both countries agree, for example in response to predatory or monopolistic pricing
behaviour on specific routes. The Open Skies Agreement between Canada and the United States, which came into effect in
2007, further liberalized air transportation services. The carriage of local traffic between points within one country by
carriers of the other country, commonly known as cabotage, continues to be prohibited.

INTERNATIONAL SERVICES

Scheduled international air services are regulated by the Canadian and foreign
governments involved.

The Minister of Transport has the authority to designate which Canadian air carriers may serve scheduled international
routes. International route rights are obtained through bilateral negotiations between Canada and foreign countries.
Bilateral agreements provide for the rights which may be exercised over agreed routings and the conditions under which
the carriers may operate, including, among others, the number of carriers which may operate, capacity of flights and flight
frequencies that may be provided and the controls over tariffs to be charged. Most bilateral agreements to which Canada is
a party provide for the designation of more than one Canadian carrier, while some provide for the designation of one
Canadian carrier.

Industry operators are also required to follow social distancing guidelines and face covering policies imposed by local,
provincial and federal governments as a result of the COVID-19 (coronavirus) pandemic. Passengers and crew may be
required to wear a face covering for the duration of a flight when not actively eating or drinking and airlines may not be able
to operate flights at a full capacity. Industry players may also be required to have passengers prove that they are either
vaccinated or have tested negative for coronavirus within a certain timeframe.

Industry
Assistance

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

Commercial airlines that operate in the Canadian Scheduled Air Transportation
industry do not typically receive direct assistance in the form of government
subsidies or grants.

However, in recent decades, industry assistance has been provided through the ongoing liberalization of the global aviation
market, which has set the stage for the emergence of low-cost carriers.

For example, open skies agreements have become increasingly prominent within the air transportation sector. These
policies are usually negotiated at the federal level and they often provide direct assistance to the industry by reducing the
government's role in the commercial decisions of air carriers regarding routes, capacity and pricing, which enables carriers
to provide more affordable and efficient services for consumers. For instance, the 1995 Canada-United States Air Services
Agreement initially liberalized transborder services between Canada and the United States. This agreement provided
Canadian air carriers unlimited route rights to provide services between points in Canada and points in the United States.
The Open Skies agreement between Canada and the United States, negotiated at national level, which came in to force in
2007, provides airlines from the United States and Canada open access to each other's markets, with freedom of pricing
and unlimited rights to fly. Initiatives taken by the Canadian Government and provincial governments to promote tourism in
Canada have helped to boost demand for air travel. At the same time, the level of government regulation in regard to
foreign ownership assists domestic airlines.

The industry further receives support from industry trade groups such as the Air Transport Association of Canada (ATAC),
the National Airlines Council of Canada and the International Air Transport Association (IATA). These trade organizations
lobby on behalf of airlines to national governments and international authorities, provide educational programs to members
and promote and support industry regulatory frameworks.

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.
This will extend through at least October 23, 2021.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of crude oil

($US per
barrel)

2012 19,749 7,872 519 369 54,490 N/A N/A 3,428 N/A 105
2013 19,890 6,539 661 387 56,026 N/A N/A 3,579 N/A 104
2014 20,815 6,206 693 416 57,627 N/A N/A 3,621 N/A 96.2
2015 21,937 6,795 700 448 57,470 N/A N/A 3,968 N/A 50.8
2016 22,398 6,513 710 487 59,344 N/A N/A 3,617 N/A 42.8
2017 24,286 8,527 726 498 61,698 N/A N/A 3,999 N/A 52.8
2018 26,344 7,188 776 513 59,428 N/A N/A 3,464 N/A 68.3
2019 26,999 8,604 811 532 61,962 N/A N/A 4,058 N/A 61.4
2020 8,128 4,451 798 548 56,538 N/A N/A 3,821 N/A 41.3
2021 16,076 6,455 774 557 61,361 N/A N/A 4,488 N/A 59.0
2022 23,509 8,582 925 657 69,866 N/A N/A 5,256 N/A 59.2
2023 27,082 9,688 1,005 712 74,610 N/A N/A 5,657 N/A 58.5
2024 28,160 10,122 1,053 747 77,709 N/A N/A 5,891 N/A 58.2
2025 28,716 10,336 1,097 780 80,586 N/A N/A 6,098 N/A 58.4
2026 29,161 10,519 1,138 811 83,771 N/A N/A 6,325 N/A 58.8

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of crude oil

(%)
2012 5.17 13.7 -2.26 -3.91 3.79 N/A N/A 7.57 N/A 0.91
2013 0.71 -16.9 27.4 4.87 2.81 N/A N/A 4.41 N/A -0.90
2014 4.65 -5.10 4.84 7.49 2.85 N/A N/A 1.17 N/A -7.52
2015 5.38 9.49 1.01 7.69 -0.28 N/A N/A 9.58 N/A -47.2
2016 2.10 -4.15 1.42 8.70 3.26 N/A N/A -8.85 N/A -15.7
2017 8.42 30.9 2.25 2.25 3.96 N/A N/A 10.6 N/A 23.3
2018 8.47 -15.7 6.88 3.01 -3.68 N/A N/A -13.4 N/A 29.4
2019 2.48 19.7 4.51 3.70 4.26 N/A N/A 17.2 N/A -10.2
2020 -69.9 -48.3 -1.61 3.00 -8.76 N/A N/A -5.85 N/A -32.8
2021 97.8 45.0 -3.01 1.64 8.53 N/A N/A 17.5 N/A 42.9
2022 46.2 33.0 19.5 18.0 13.9 N/A N/A 17.1 N/A 0.41
2023 15.2 12.9 8.64 8.37 6.79 N/A N/A 7.63 N/A -1.26
2024 3.98 4.48 4.77 4.91 4.15 N/A N/A 4.13 N/A -0.44
2025 1.97 2.11 4.17 4.41 3.70 N/A N/A 3.52 N/A 0.24
2026 1.54 1.76 3.73 3.97 3.95 N/A N/A 3.71 N/A 0.64

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 39.9 N/A N/A 362 17.4 105 62,901
2013 32.9 N/A N/A 355 18.0 84.8 63,876
2014 29.8 N/A N/A 361 17.4 83.2 62,830
2015 31.0 N/A N/A 382 18.1 82.1 69,041
2016 29.1 N/A N/A 377 16.1 83.6 60,948
2017 35.1 N/A N/A 394 16.5 85.0 64,809
2018 27.3 N/A N/A 443 13.1 76.6 58,291
2019 31.9 N/A N/A 436 15.0 76.4 65,498
2020 54.8 N/A N/A 144 47.0 70.8 67,585
2021 40.2 N/A N/A 262 27.9 79.3 73,143
2022 36.5 N/A N/A 336 22.4 75.5 75,223
2023 35.8 N/A N/A 363 20.9 74.2 75,814
2024 35.9 N/A N/A 362 20.9 73.8 75,802
2025 36.0 N/A N/A 356 21.2 73.5 75,676
2026 36.1 N/A N/A 348 21.7 73.6 75,501

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

National Airlines Council of Canada
http://www.airlinecouncil.ca

Transport Canada
http://www.tc.gc.ca

Canadian Air Transport Security Authority
http://www.catsa.gc.ca

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

Industry Jargon CARGO
Goods or produce transported, generally for commercial gain.

HUB
An airport that an airline uses as a transfer point to get passengers to their intended destination.

REVENUE PASSENGER MILES
A measure calculated using the total number of revenue-paying passengers aboard a vehicle by the distance
travelled measured in miles.

REVENUE TONNE MILES
A measure of freight traffic on board an aircraft, calculated using the total weight of the cargo aboard the vehicle by
the distance travelled measured in miles.

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

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

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

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

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

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

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

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

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.
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INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

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

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

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

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

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

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

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

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

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