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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:

· Some consumers may have some disposable income leftover from 2020 when they received stimulus payments,
which could contribute to revenue growth for the Canadian Rail Transportation industry in 2021. For more detail,
please see the Industry Assistance chapter.

· The closure of the border between the United States and Canada reduced demand for industry passenger and
freight transportation services. Movement of freight across the border is a significant driver of industry performance
and decreased considerably in 2020 and 2021. For more detail, please see the Demand Determinants chapter.

· In 2021, improved economic conditions and a rising world price of crude oil should fuel industry revenue growth
following a decline in 2020. For more detail, please see the Current Performance chapter.

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

railways, short-haul railways and passenger railways. This industry excludes the operation of street railways, tourist
and scenic trains, urban rapid transit and switching and terminal railways.

Major Players Canadian National Railway Company

Canadian Pacific Railway Limited

Main Activities The primary activities of this industry are:

Transporting freight by mainline railways

Transporting freight by short line railways

Transporting passengers by railways

The major products and services in this industry are:

Intermodal freight transportation

Liquid bulk freight transportation

Passenger transportation

Dry bulk freight transportation

Other services

Other freight transportation
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Supply Chain

SIMILAR INDUSTRIES

Train, Subway & Transit Car
Manufacturing in Canada

Long-Distance Freight Trucking in
Canada

Public Transportation in Canada Freight Packing & Logistics
Services in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Shortline Railroad Operation Rail Freight Transport in Australia Rail Passenger Transport in
Australia

Passenger Rail Transport in China

Freight Rail Transport in China Intercity Passenger Rail Transport
in the UK

Freight Rail Transport in the UK Rail Transport in New Zealand

Rail Transport in Ireland Rail Transportation in the US    
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Industry at a Glance
Key Statistics

$18.4bn
Revenue

Annual Growth

2016–2021

3.4%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

 

$6.1bn
Profit

Annual Growth

2016–2021

4.3%

  Annual Growth

2016–2021

 

33.0%
Profit Margin

Annual Growth

2016–2021

1.3pp

  Annual Growth

2016–2021

 

158
Businesses

Annual Growth

2016–2021

4.1%

Annual Growth

2021–2026

2.8%

Annual Growth

2016–2026

 

36,317
Employment

Annual Growth

2016–2021

2.9%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

 

$3.6bn
Wages

Annual Growth

2016–2021

2.1%

Annual Growth

2021–2026

2.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.2%
Demand from agriculture,
forestry, fishing and hunting

0.1%
Total trade value

0.9%
Total retail sales

N/A
External competition for the Rail
Transportation industry

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Barriers to Entry

High / Steady

  Industry Globalization
Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Capital Intensity

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Competition
Medium / Steady

NEGATIVE IMPACT

  Concentration
High   Technology Change

High

 

Key Trends

 Recent supply shortages may further increase industry
demand

 Despite increased automation, industry employment is
expected to rise

 Managing the cost of fuel is critical to profitability

 Total trade value is projected to grow, driving industry
revenue growth

 The industry may encounter significant challenges in
managing existing infrastructure

 IBISWorld expects that operators will continue investing in
additional infrastructure

 Added support from retail markets and agricultural demand
has benefited industry operators
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Growth Life Cycle Stage

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  External competition for the Rail Transportation
industry

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Total retail sales
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Executive Summary Off the rails: Revenue growth will likely be somewhat constrained despite
declining oil prices

The Rail Transportation industry in Canada has emerged as a mainstay in Canadian freight transportation. About
two-fifths of Canada's rail traffic moves transborder and overseas, while one-sixth of Canada's exports rely on rail
transportation, according to 2020 data from the Railway Association of Canada (latest data available). Given this
strong connection to trade volumes, the recovery of total trade value has resulted in industry expansion. The added
support from retail markets and agricultural demand has also benefited operators. Overall, industry revenue is
expected to increase at an annualized rate of 3.4% to $18.4 billion over the five years to 2021, including forecast
growth of 3.9% in 2021 alone. Strong market conditions in 2021 are expected to contribute to industry profit growth,
after profit fell in 2020 due to a difficult operating environment.

As the Canadian economy has expanded during the period, consumers have become increasingly willing to
purchase commercial goods. In fact, both consumer spending and total retail sales are expected to grow at an
annualized rate of 1.3% over the five years to 2021. These trends, combined with rising trade activity between
Canada and the United States, have stimulated domestic manufacturing and retail activity, increasing demand for
railway transportation. Despite the growth of these key external drivers, demand for rail transportation was
negatively affected by the COVID-19 (coronavirus) pandemic. Due border closures between the United States and
Canada, which caused lower levels of freight and passenger services, industry revenue declined 4.7% in 2020
alone. The world price of crude oil remained low between 2016 and 2020, which also lowered industry revenue
derived from fuel surcharges.

IBISWorld projects the world price of crude oil to decrease slightly over the five years to 2026, but remain above the
level it was at during much of the current period. When the price of oil grows, competition for freight transportation
tends to decrease as road freight options become more costly. At the same time, competition, both internally and
externally, is expected to intensify and constrain growth to a degree. Ultimately, industry revenue is forecast to
increase at an annualized rate of 2.4% to $20.6 billion over the five years to 2026.



Rail Transportation in Canada November 2021

10 IBISWorld.com

Industry Performance

Key External
Drivers

Total trade value

The Rail Transportation industry in Canada is sensitive to import and export volumes. Motor vehicle imports are
typically containerized and often transported by rail, while many exports such as farm and mining products are
transported by rail from production centres. Therefore, when trade volumes rise, demand for the industry's services
increases, boosting revenue. Total trade value is expected to increase in 2021.

 

External competition for the Rail Transportation industry

Industry operators are subject to competition from other modes of transportation, including road, ocean and air
carriers. Rail uses far less fuel than competing methods, so higher fuel prices tend to make rail carriers an attractive
option. Competition also depends on time sensitivity, weather conditions and freight volumes. External competition
for the Rail Transportation industry is expected to increase in 2021, posing a potential threat to the industry.

 

Total retail sales

Retail sales often indicate the underlying strength of the overall economy. The stronger the economy, the more likely
consumers are to purchase goods. As demand for goods increases, industrial production tends to rise in response.
When manufacturing activities accelerate, either domestically or internationally, demand for freight transportation
increases as well. Total retail sales are expected to increase in 2021.

 

Demand from agriculture, forestry, fishing and hunting

Collectively, the transportation of agricultural goods is the industry's largest revenue generator. Railways primarily
transport bulk loads of grains and other staple crops, including wheat, corn and soy. Therefore, increased production
of agricultural goods positively affects the industry. Demand from agriculture, forestry, fishing and hunting is
expected to grow in 2021, representing a potential opportunity for the industry.
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Current
Performance

Revenue for the Canadian Rail Transportation industry has grown in
recent years amid a global resurgence in train popularity.

Increased fuel efficiency, cost effectiveness and mobility compared with other modes of transport have contributed
to the growing attractiveness of rail. These advantages are not just inherent in rail transportation, but are the result
of increasing capital investment by industry operators over the five years to 2021. As oil prices rose prior to the
current period, rail transport became a much more appealing alternative to trucking. This is because, according to
CSX Corporation, a major rail operator in the United States, trains are estimated to be four times more fuel efficient
than trucking. Between 2016 and 2020, oil prices were low and demand for coal transportation subsided, increasing
competition from truck operators. However, strong growth in demand for rail transportation for manufactured goods,
food products and various chemical products is expected to ultimately drive increased demand for freight
transportation. Additionally, total trade value, the main driver of industry growth, is expected to grow an annualized
0.4% over the five years to 2021. Overall, industry revenue is estimated to increase at an annualized rate of 3.4% to
$18.4 billion during the same period, including an increase of of 3.9% in 2021 alone due to renewed consumer and
business confidence following the COVID-19 (coronavirus) vaccine rollout.

EFFECTS OF OIL PRICES AND COVID-19

About two-fifths of Canada's rail traffic is related to international trade and
more than one-sixth of exports are exclusively transported by rail.

Over the five years to 2021, demand from both downstream and trade markets have grown, driving much of the
growth during this period. At the same time, the world price of crude oil is expected to surge in 2021, meaning that
fuel surcharges will likely increase after remaining low during most of the period. Recent supply shortages may
further increase demand in 2021 and contribute to increased prices for some freight transportation, benefiting
industry operators. However, supply shortages could also stifle economic growth and limit industry growth potential.

Prior to the period, coal mining was the second-largest market segment for freight transportation by value and the
single largest by tonnage. Recently, growth in the number of fuel alternatives, such as natural gas, has increased
competition for coal. As the price of crude oil fell, pressure was placed on the price of natural gas, which often
serves as a substitute for oil. In turn, as the price of natural gas fell, it became an even more attractive substitute for
coal, which accelerated the decline of revenue generated from coal shipments. However, growth in the world price
of crude oil in 2021 is expected to increase the attractiveness of coal products again and contribute to industry
revenue growth.

Revenue declined 4.7% in 2020 as crude oil prices fell 32.7% that same year amid decreasing downstream demand
for travel and transportation due to pandemic-related restrictions. While public health mandates are expected to
lower overall levels of passenger and freight transportation, a strong amount of consumption across Canada will
likely lessen industry losses, as rail transportation remains essential to the movement of goods.
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CAPITAL INVESTMENT

Due to high levels of capital investment, revenue tonne-kilometres per
employee, a metric used by operators to evaluate employee productivity,
has experienced strong growth over the past five years.

Both of the industry's largest operators have made significant capital expenditures during the period. For instance,
Canadian National Railway Company invested $3.5 billion in 2018 to maintain and upgrade its tracks, infrastructure,
freight cars and locomotives. The company also invested heavily in technology, expanding its information
technology to improve safety performance, operational efficiency and customer service. Similarly, Canadian Pacific
Railway Limited spent $1.6 billion on capital investment in 2018 to expand and enhance its rail network, rolling stock
and other infrastructure. Furthermore, the average number of tonnes per carload has increased during the period, as
upgraded trains became capable of handling heavier workloads. Despite increased automation, industry
employment is expected to increase, rising an annualized 2.9% to 36,317 workers over the five years to 2021. The
primary driver of growing employment is more rail operators, which is expected to grow an annualized 4.1% to 158
enterprises during the same period.

INDUSTRY COSTS

For industry operators, managing the cost of fuel is critical to profitability.

Historically, operators have largely managed rising fuel prices by increasing the fuel efficiency of trains. Additionally,
fuel surcharges are typically introduced to offset increased costs and minimize any negative effects on profit.
However, oil prices plummeted in 2016 and 2020, which negatively affected performance those years. Lower oil
prices result in decreased surcharge revenue and limited demand from downstream extraction and refining
companies.

In 2021, profit, measured as earnings before interest and taxes, is estimated to account for 33.0% of industry
revenue, up from 31.7% in 2016. In 2020, industry profit fell to 22.0% due to the declining world price of crude oil,
but that is expected to rebound in 2021. Profit will also likely benefit from the fact that revenue is expected to grow at
a faster rate than wages during the period.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total trade
value

($b)
2012 14,388 6,182 319 133 34,629 N/A N/A 3,269 N/A 1,303
2013 14,926 7,184 307 130 33,167 N/A N/A 3,274 N/A 1,310
2014 16,080 7,421 283 122 33,323 N/A N/A 3,360 N/A 1,341
2015 16,259 9,072 311 123 33,511 N/A N/A 3,474 N/A 1,380
2016 15,520 9,104 309 129 31,526 N/A N/A 3,251 N/A 1,380
2017 16,328 9,527 401 148 32,152 N/A N/A 3,299 N/A 1,387
2018 17,625 9,724 357 162 34,315 N/A N/A 3,473 N/A 1,410
2019 18,551 10,242 357 153 36,196 N/A N/A 3,603 N/A 1,398
2020 17,677 8,475 355 153 35,193 N/A N/A 3,489 N/A 1,241
2021 18,371 10,787 367 158 36,317 N/A N/A 3,605 N/A 1,283
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Industry Outlook
Outlook Over the five years to 2026, the Rail Transportation industry in Canada is

expected to continue expanding, fuelled by forecast growth in total trade
value, total retail sales and consumer spending.

As per capita disposable income rises, consumers will likely begin to make more purchases, with total retail sales
forecast to increase an annualized 2.2% over the five years to 2026. As a result, companies will likely turn to this
industry to transport more consumer goods and raw materials, boosting industry revenue over the next five years.
Additionally, the industry is heavily reliant on trade, and therefore, growth in import and export markets will likely
benefit rail carriers. Total trade value is projected to grow at an annualized rate of 3.4% over the five years to 2026,
driving industry revenue growth. As a result of these trends, industry revenue is forecast to increase at an
annualized rate of 2.4% to $20.6 billion over the next five years.

BUSINESS LANDSCAPE

A forecast decline in oil prices over the next five years is expected to
increase external competition.

One of the primary reasons that downstream operators choose rail transportation to ship goods is due to the
increased fuel efficiency provided by rail transport, which keeps costs low. However, relatively low oil prices since
2014 has made other forms of transportation more competitive, forcing industry operators to lower prices even
further to remain competitive. As a result, industry profit, measured as earnings before interest and taxes, is forecast
to decline from 33.0% of revenue in 2021 to 31.8% in 2026. Nevertheless, air transportation is often significantly
more expensive than industry services, while water transportation is generally time intensive and highly dependent
on weather conditions. This is anticipated to result in high demand for industry services during the outlook period.

Rail carriers depend heavily on expensive infrastructure. As demand for rail services continues to build, capacity
constraints will likely limit industry growth. As a result, the industry may encounter significant challenges in managing
existing infrastructure and investment to meet anticipated demand. However, IBISWorld expects industry operators
to continue investing in additional infrastructure, including railways, modern locomotives and cars. Moreover, rail
carriers will likely further expand relationships with other transportation providers, such as freight trucking
companies, which may enable operators to provide more door-to-door solutions for customers. Consequently,
industry employment is expected to increase at an annualized rate of 2.4% to 40,917 workers over the five years to
2026.

Due to investments made in infrastructure and equipment, capacity and productivity are expected to increase,
boosting general industry performance. Additionally, maintenance costs will likely fall as more powerful and fuel-
efficient locomotives replace older ones. Despite a forecast decline in industry profit, expected revenue growth and
high demand for rail transport will likely encourage prospective companies to enter the industry. The number of
industry enterprises is forecast to grow at an annualized rate of 2.8% to 181 operators over the five years to 2026.

CAPITAL INVESTMENT

The rail transportation sector contends with a significant challenge in
managing existing infrastructure and investment to meet anticipated
increases in demand for industry services.
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Consequently, IBISWorld expects that operators will continue investing in additional infrastructure, including
railways, modern locomotives and cars. Growing infrastructure expenditure will likely continue to put downward
pressure on industry profit as depreciation costs increase. Some operators may seek to further consolidation activity
as a potential barrier against forecast declines in industry profit.

The Railway Association of Canada has implemented a project to develop a document that outlines the future of the
industry. The initiative, titled Rail 2030, pertains to freight and passenger rail and will likely position the industry 20
years into the future. More specifically, the initiative aims to investigate potential future scenarios and develop
recommendations for the industry in partnership with the government and other stakeholders. While the United
States, Japan and other countries have invested in high-speed rail, this type of train operation has yet to be initiated
in Canada. Nevertheless, a high-speed rail would likely generate significant demand from downstream clients,
bolstering industry revenue growth.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Total trade
value  ($b)

2021 18,371 10,787 367 158 36,317 N/A N/A 3,605 N/A 1,283
2022 19,252 10,835 384 165 37,790 N/A N/A 3,757 N/A 1,366
2023 19,679 11,189 396 170 38,662 N/A N/A 3,843 N/A 1,411
2024 19,992 11,433 408 175 39,506 N/A N/A 3,922 N/A 1,444
2025 20,310 11,672 411 177 40,191 N/A N/A 3,989 N/A 1,478
2026 20,638 11,892 419 181 40,917 N/A N/A 4,060 N/A 1,515
2027 20,973 12,081 428 184 41,629 N/A N/A 4,129 N/A 1,553
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

The industry is expanding as a share of the Canadian economy

Many operators have expanded into new markets in recent years

Technological changes have enabled operators to improve efficiency

The Rail Transportation industry in Canada has a stable market base and growth has historically been consistent
with the overall economy. These factors generally indicate a mature industry. However, the increasing importance of
rail to the Canadian economy and the industry's penetration into previously unexplored markets are more
representative of a growing industry. For example, industry value added (IVA), which measures an industry's
contribution to the overall economy, is projected to grow at an annualized rate of 2.7% over the 10 years to 2026,
while Canadian GDP is forecast to increase an annualized 1.9% during the same period. The contrast between
these two growth rates indicates that the industry is expanding as a share of the Canadian economy, reinforcing its
status as a growing industry.

The industry's primary markets have changed significantly over the five years to 2021. In particular, the industry
began to penetrate the crude oil transportation segment. Furthermore, the industry slowly began to lessen its
dependence on coal in favour of oil and agricultural products transportation. This restructuring decreased industry
operators' dependence on any one commodity, resulting in a less volatile operating environment.

Additionally, technological changes have enabled industry operators to improve efficiency and enter new markets.
Changes in locomotives are primarily at the manufacturing level, but industry operators that adopt these machines
can achieve lower fuel costs and greater efficiency. Additionally, investment in new equipment, stations and
infrastructure increases overall efficiency. There are also changes occurring to make the transportation of oil safer,
highlighting the ability of industry operators to adapt to new markets.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Agriculture, Forestry, Fishing and Hunting In Canada

Mining In Canada

Coal Mining in Canada

Manufacturing In Canada

Petrochemical Manufacturing in Canada

Car & Automobile Manufacturing in Canada

Consumers in Canada

2nd Tier

Wholesale Trade In Canada

Automobile Wholesaling in Canada

Key Selling Industries
1st Tier

Train, Subway & Transit Car Manufacturing in Canada

2nd Tier

Petroleum Refining in Canada

Products & Services

  INTERMODAL FREIGHT TRANSPORTATION

The use of intermodal freight transportation by operators in the Canadian
Rail Transportation industry increases flexibility, speed and security of
cargo.

This service involves the use of multiple modes of transportation, such as rail, sea and road, in an intermodal
container or vehicle. In regard to industry operators, a popular combination of intermodal transportation is to use
railways to transport the cargo long distances, before changing modes to a road vehicle, which can more easily
deliver cargo directly to downstream markets. The industry often uses container well cars, which enables multiple
containers to be stacked onto a flatcar. When the cargo changes modes of transportation, the containers do not
need to be directly handled, further increasing security. In 2021, this segment is expected to account for 18.0% of
industry revenue, down from 20.0% in 2016. This decline is expected due to a slight decrease in the share of
industry revenue generated from freight services over the five years to 2021.

DRY BULK FREIGHT TRANSPORTATION

The dry bulk freight transportation segment involves the movement of dry
bulk, which are unprocessed materials that will be later processed by
downstream industries.

Examples of dry bulk include, grains, minerals, metals and coal. Coal and agricultural products represent large
portions of this product segment. In 2021, dry bulk freight transportation is forecast to represent 45.7% of industry
revenue, down from 49.0% in 2016.
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LIQUID BULK FREIGHT TRANSPORTATION

Liquid bulk cargo can range between liquid edibles and nondangerous
liquids, such as cooking oil, milk and fruit juices and nonedible.

It also includes dangerous liquids, such as crude oil, liquid nitrogen and gasoline. Increasingly, oil producers in North
America are relying on rail to transport crude oil in lieu of oil pipelines. This segment is expected to account for
16.5% of industry revenue in 2021, up from 16.1% in 2016. With world crude oil prices forecast to decrease over the
five years to 2026, IBISWorld expects this segment to fall as a share of revenue.

OTHER FREIGHT TRANSPORTATION

Other freight commonly transported by railways in Canada include paper
products, food, beverages, automobiles and other goods that do not
require bulk or intermodal transportation.

These other transportation services are expected to account for 11.7% of revenue in 2021, up from 9.4% in 2016.

PASSENGER TRANSPORTATION

Passenger services are more regulated than the freight sector, with many
passenger rail carriers receiving assistance from the government.

Via Rail Canada Inc., the country's dominant intercity rail passenger service operators, receives more than $300.0
million in annual operating subsidies in addition to substantial capital funding. There are an estimated 19 commuter
rail lines operating in Canada, serving the Montreal, Toronto and Vancouver metropolitan areas. This segment is
expected to account for 2.5% of industry revenue in 2021 and is expected to remain steady as a share of industry
revenue over the five years to 2021.

OTHER SERVICES

Globally, there has been a trend toward providing vertically integrated
solutions to shippers.

These services offer door-to-door delivery for customers across national borders including packaging, freight
forwarding, customs brokerage and the physical shipment of goods by ship, air, road and rail. In 2021, these
services are estimated to comprise the remaining 5.6% of industry revenue, up from 2.9% in 2016.

Demand
Determinants

Demand for services provided by the Canadian Rail Transportation
industry is determined by a variety of factors including the total value of
trade, demand from downstream markets, input prices and external
competition levels.

Rail transportation remains competitive against other modes of transportation due to its ability to transport large
volumes over long distances at a relatively low cost, especially compared with road and air transportation. Similarly,
rail transportation offers mobility and accessibility advantages over barge transportation. Consequently, rail
transportation becomes more competitive as the price of fuel increases because rail carriers can offer lower fuel
surcharges than other transportation alternatives.

Seasonality

Seasonal demand also influences the industry. Volumes and revenue from certain goods are stronger during
different periods of the year. In the beginning of the year, revenue is typically lower mainly due to winter weather
conditions, closure of ports along the Great Lakes and reduced transportation of retail goods. In the spring and
summer, revenue generally benefits from higher demand from fertilizer transport and construction-related goods.
Demand increases at the end of the year, primarily as a result of the transportation of grain after the harvest, fall
fertilizer programs and increased demand for retail goods moved by rail.

Freight services

Demand for rail carrier freight services is driven by demand for goods in the import and export markets. Demand for
these goods is in turn driven by external factors, including economic growth in developing nations. The volume of
goods that are exported is also affected by global supply constraints, exchange rates and global commodity prices.
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Similarly, containerized imports are also carried by rail from seaports to various destinations. As a result, demand to
transport these product lines typically fluctuates with the economic cycle.

Passenger services

The major determinants of demand for passenger services are changes in demographics and income, government
pricing policies, access to suitable substitutes, service levels and the relative cost differential of owning and
operating a private car. In the passenger segment, shifts in income can lead to rail passengers switching to
alternative forms of transportation, such as buses.

COVID-19 and border closure

The COVID-19 (coronavirus) pandemic caused consumer demand for rail travel to decline as the closure of many
businesses reduced the need to commute long distances by train. On March 20, 2020, the US and Canadian
governments agreed to a closure of the border for all nonessential functions. The border closure remained in place
until July 2021 and significantly slowed freight and passenger services offered by the industry. Most passenger
transportation was labelled nonessential. Meanwhile, freight shipments had slower travel times, higher operating
costs and a more difficult operating environment overall. This made freight transportation services more expensive
and slower, reducing their appeal in downstream markets. Further, the coronavirus pandemic lowered consumer
confidence in the economy and altered consumer spending. In fact, IBISWorld expects the Consumer Confidence
Index, which measures consumer optimism regarding the domestic economy, to decline 27.2% in 2020.

Major Markets

  AGRICULTURE AND FOREST

In the Canadian Rail Transportation industry, the agricultural market relies
on railway companies to move primary goods to central storage and
distribution depots or take products to coastal export facilities.

The goods transported for agricultural purposes, such as fruits and vegetables, often require insulated
compartments. In addition, timber farming represents a significant portion of the industry's agricultural client base.
Forest products traffic includes pulp and paper, lumber and panel. In 2021, the agriculture and forest market
segment is expected to account for 23.5% of industry revenue, down from 25.9% in 2016.

COAL, FUELS AND CHEMICALS

Industry operators also generate significant revenue by transporting coal,
fuels and chemicals for downstream extraction and refining companies.

Chemical traffic includes products such as ethylene glycol, caustic soda, methanol, sulphuric acid, styrene and soda
ash. Petroleum products consist of commodities such as liquefied petroleum gas, fuel oil, asphalt, gasoline,
condensate and lubricant oils.

Over the five years to 2021, declines in the price of crude oil have limited demand from petroleum-related industries.
However, growth in demand for industry services from chemical companies is expected to result in this segment
growing as a share of revenue. In 2021, coal, fuels and chemicals are expected to account for 23.5% of industry
revenue, up from 22.7% in 2016.
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METALS AND MINERALS

Additionally, many railways transport materials for companies engaged in
mining precious metals and minerals.

Many metals and ores are used as raw materials in manufacturing. Industrial capacity utilization, which measures
the current output of industrial production in relation to maximum capacity, has increased at an annualized rate of
0.4% over the five years to 2021. Additionally, growth in the value of many metals and minerals during the period is
expected to increase this market segment as a share of industry revenue. Collectively, the transportation of metals
and minerals is expected to account for 16.0% of industry revenue in 2021, up from 14.4% in 2016.

INTERMODAL

Intermodal markets involve the shipment of cargo by industry operators
to an operator in a different transportation industry, such as road
transportation.

For example, railway operators may receive cargo from a coastal port, transport it thousands of miles across
Canada, before transferring the cargo to a road transportation company. From there, the road transportation
company will likely be able to more effectively deliver the cargo directly to the customer, as Canada's road network
is significantly more extensive than its railway system. Despite this market segment growing as a share of revenue,
faster growth in other segments is expected to result in intermodal transportation markets declining as a source of
revenue. In particular, revenue generated in downstream minerals and passenger markets has grown quickly,
outpacing intermodal revenue growth. In 2021, intermodal markets are expected to account for 19.1% of industry
revenue, down from 20.7% in 2016.

OTHER

Other markets include the markets for food and beverages, machinery,
automobiles, paper products and passenger transportation.

While the industry can provide individualized transportation services for each of these downstream markets, railway
companies often transport a wide variety of goods in a single shipment. Other markets and mixed loads are
expected to account for 17.9% of revenue in 2021, up from 16.3% in 2016.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Rail Transportation industry in Canada does not directly import or export services. However, many of the
industry's largest markets are export-oriented. Similarly, importers use rail carriers to transfer goods to and from port
facilities. Additionally, some vehicles, equipment and fuels used by operators can be imported, but these
international transactions are reported at the manufacturing level. Despite the lack of trade, the industry is involved
in shipping goods across Canadian borders to and from the United States. However, the closure of the US-
Canadian border between March 2020 and July 2021 made only the shipment of essential items possible.
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Business
Locations

  The location of establishments in the Canadian Rail Transportation industry is primarily dependent on population trends and the
movement of trade. With a population of more than 37.0 million people diffused over a large geographic area, most of the
Canadian population lives in the southern part of the country, which is also home to 17 of Canada's largest cities. For instance,
Ontario is the most populous province and the region is consistently one of the top destinations for imports and exports into and
out of Canada. In 2021, Ontario is estimated to account for 33.6% of all industry establishments and 38.8% of the population.

Quebec is home to more than 25.0% of manufacturing facilities and 22.5% of Canadian residents. Moreover, several of the most
populated metropolitan areas are located in Quebec, including Montreal. As a result, the province experiences strong demand for
railway transportation from a wide variety of downstream clients, including manufacturers, retailers and distributors. Overall,
Quebec contains the second-largest share of industry establishments, accounting for an estimated 19.0% of industry facilities in
2021.

Alberta and British Columbia are expected to account for 11.6% and 10.5% of industry establishments, respectively, in 2021.
Alberta is home to Calgary and Edmonton, the fifth- and sixth-most populated metropolitan areas in Canada. In addition, the
province is at the centre of Canada's natural resource sector. Similarly, British Columbia has the third-largest population of any
province in Canada and contains Vancouver. Additionally, while Saskatchewan hosts just 3.1% of the population in 2021, the
province is expected to account for 11.8% of establishments in 2021 due to the region's agricultural and mining activity.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Rail Transportation industry in Canada has a high level of market share concentration, with the top two
companies expected to account for about 90.0% of total industry revenue in 2021. Canadian National Railway
Company (CNR) and Canadian Pacific Railway Limited (CPR) are the two dominant freight rail operators in Canada.
The companies are both Class I railways, which means that both generate annual revenue in excess of $250.0
million. According to the Railway Association of Canada, Canadian rail is the third-largest rail network in the world.
According to a 2020 report from Transport Canada (latest data available), CNR and CPR collectively represent more
than 95.0% of Canada's annual rail tonne-kilometres, about 75.0% of the industry's tracks and three-quarters of
overall tonnage carried by the rail sector. In addition to these two freight giants, Via Rail Canada Inc. operates the
country's national passenger railway, making it the third-largest player in the industry. IBISWorld does not expect
industry concentration to change significantly over the five years to 2026.

Key Success
Factors

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

Ability to effectively manage risk:
Given fuel cost volatility, using forward fuel contracts can reduce the associated risk.

Production of premium goods/services:
Companies with a reputation for consistently meeting high standards will win new and repeat customers.

Market research and understanding:
Strong marketing and sales personnel are needed to identify new markets and strengthen existing ones.

Ability to quickly adopt new technology:
The industry exhibits a high level of technology change. To meet safety and environmental regulations, operators
must speedily adopt new equipment and processes. Using labour-saving capital equipment can also help minimize
costs.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is estimated to
account for 33.0% of industry revenue in 2021, up from 31.7% in 2016.
The industry generally has a higher level of profit than other industries
in the transportation sector, since trains can transport much more
freight per litre than road transport. For instance, the Canadian National
Railway Company reported an operating margin of 27.5% in 2020,
while Canadian Pacific Railway Limited posted a margin of 42.9% the
same year (latest data available). The operating efficiency of these two
players, which collectively generate about 90.0% of total industry
revenue, significantly bolsters industry profit. Conversely, most small-
scale carriers do not own rail lines and must sign lease agreements,
which reduces profit for these operators, while commuter lines often
operate at a loss.

 

  Wages

Labour costs represent the single-largest expense for industry
operators and are anticipated to account for 19.6% of industry revenue
in 2021, down from 20.9% in 2016. With increased capital expenditure,
industry operators have increased employee productivity and
operational efficiency, limiting the industry's reliance on labour inputs.
Moving forward, these trends will likely cause the value of industry
wages to contract modestly as a share of total industry revenue.
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  Purchases

In 2021, IBISWorld expects purchases to represent 8.6% of industry
revenue, up from 6.9% in 2016. Fuel costs make up a noteworthy
portion of operating expenses. To maintain high profit, operators pass
changes in fuel prices on to clients through fuel surcharges. As a result,
purchase costs fluctuate with the cost of fuel. Subsequently, due to fuel
surcharges, revenue increases with the cost of fuel enabling operators
to either fully cover increases in its operating costs or mitigate profit
loss. However, oil prices are forecast to increase over the five years to
2021, despite low oil prices between 2016 and 2020. Growing oil prices
have increased industry purchase costs as a share of revenue. With oil
prices expected to decrease slightly over the five years to 2026, fuel
surcharges will likely play a smaller role in industry revenue growth.

 

  Marketing

Marketing expenses are expected to represent 0.2% of industry
revenue in 2021, stagnating during the five-year period.

 

  Depreciation

Most depreciation expenses relate to operating property, including
tracks, roadways, buildings, signals, communication and power,
terminals, fuel stations and other track materials. Overall, depreciation
is estimated to represent 6.1% of industry revenue in 2021, up slightly
from 6.0% in 2016. Operators have invested in a variety of capital
improvements, including new rail cars and more fuel-efficient
locomotives. As a result, depreciation costs are expected to grow as a
share of revenue during the period. With accelerated depreciation
applying to locomotives, depreciation costs tend to balloon in the early
years following large purchases and fall in later years.

 

  Rent

Rental expenses are anticipated to account for 1.7% of revenue in
2021, down from 1.9% in 2016. Rent costs generally include costs
related to freight cars owned by other rail carriers or by private
companies. Rent expenses also include freight car rentals, intermodal
rentals, locomotive leases, specialty equipment leases and office
rentals.
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  Utilities

Utility costs are anticipated to account for 1.3% of revenue in 2021, up
from 1.1% in 2016. Utility costs include the electricity necessary for
powering rail cars and rail terminals.

 

  Other Costs

Other common costs for industry operators include freight and property
damage, insurance premiums, environmental costs, bad debt, state and
local taxes, computer software costs and other general and
administrative expenses. Other costs are anticipated to account for
29.5% of revenue in 2021, down from 31.2% in 2016.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

Competition for services provided by the Canadian Rail Transportation
industry differs between freight and passenger transportation services.

Price, transit time and reliability are the most important concerns of users of rail freight services. Generally, all rail
carriers compete on the basis of travel time, fuel consumption, safety, regulations and destinations. Of these factors,
travel time, fuel consumption, safety and regulation affect all industry operators equally, which makes destinations a
major point of contention. To offer transportation services to a larger number of destinations while remaining
competitive, industry operators must own an extensive network of railways. This requires a high level of capital
investment, but also requires rights to preexisting rail lines, which have all been acquired. Therefore, outside of
Class 1 railways, most operators also compete for cost-friendly leasing agreements to operate on competitors' lines.

To compete effectively, operators must be able to fund capital improvements. For example, an increasing number of
companies are purchasing more fuel-efficient locomotives and replacing tracks to lower transportation times. This
not only reduces fuel consumption, but it also increases reliability, reduces idle time and reduces operating costs in
the long-run. These factors help major players maintain a competitive edge in the industry.

EXTERNAL COMPETITION

External competition arises from other modes of transportation, including
road, sea and air transportation.

Railroads have a competitive advantage over other methods of transportation with the ability to ship bulk freight over
large distances cost-effectively and quickly. For example, trains can transport one tonne of freight coast to coast on
just seven gallons of fuel. By comparison, road transportation would require 27.0 gallons to transport the same
tonne of freight from coast to coast. However, roads are much more prevalent than train tracks, which enables
trucks to reach customers in more areas and provide door-to-door service far more easily.
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Water transportation continues to be a threat to rail transportation due to its safe and reliable nature with respect to
accidents and the increased promotion of trade. Water transport, however, is time intensive and limited in where it
can operate. Additionally, severe weather can sometimes make water transportation impossible. The industry also
competes with operators that provide air freight. Customers that are moving small, time-sensitive and valuable
freight volumes generally prefer air freight. However, the cost of air freight is expensive, which limits this competition.

Barriers to
Entry

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

  Overall, the Rail Transportation industry in Canada has
high barriers to entry. A company seeking to enter this
industry must have large reserves of capital funding to
purchase or lease rail lines, locomotives and cars. The
large capital outlays result in initial low rates of return on
capital, which discourages many new entrants. This is
especially true for companies that wish to compete with
Class 1 operators. Even at the regional and local level,
barriers to entry are equally high due to the dependence
on Class 1 operators to complete the task. Class 1
railroads dominate the industry with acquisitions of small
railroads becoming increasingly common. When demand
decreases and consequently revenue decreases, the
ability to pay for trackage contracts while remaining
profitable becomes increasingly more difficult. With the
anticipated increase in demand for industry services,
industry participation is expected to increase as revenue
will likely increase enough to keep operators profitable.
Therefore, while trackage expenses are often enough to
discourage new entrants, revenue growth will still likely
make entry into the industry attractive.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Growth  

Technology Change High  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Rail Transportation industry in Canada has a low level of globalization. Canadian companies own nearly all of
the rail carriers in Canada. However, many of these companies have operations in the neighbouring United States,
including the industry's two largest operators, Canadian National Railway Company and Canadian Pacific Railway
Limited. Additionally, many companies in the US Rail Transportation industry also have operations in Canada; refer
to IBISWorld report 48211 for more information.
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Major Companies

Major Players Canadian National Railway Company

Market Share: 55.9%

  The Canadian National Railway Company (CNR) is the largest Class 1 rail carrier in Canada and the nation's only
transcontinental rail network. The company's railway system extends between Nova Scotia on the Atlantic coast and
British Columbia on the Pacific coast. In the United States, the company's track lines extend down the Mississippi
River to the Gulf of Mexico, linking the Atlantic, Pacific and Gulf of Mexico coasts. Currently, CNR has more than
20,000 route-miles of track across North America and employs about 24,000 workers. The company serves all major
Canadian markets and nearly 75.0% of the population in the United States.

Over the five years to 2021, CNR has been able to grow through various acquisitions. Most notably, in 2018, the
company announced its acquisition of the TransX Group of Companies (TransX). TransX provides various
transportation and logistics services, including intermodal, truckload, less-than-truckload and specialized services.
The acquisition, which received approval by the Competition Bureau Canada and Canada's Ministry of
Transportation in 2019, will position CNR to strengthen its intermodal business and provide transportation options
that bring supply chain flexibility to its customers.

Financial performance

CNR's industry-relevant revenue is estimated to grow an annualized 5.2% to $10.3 billion over the five years to
2021, primarily due to improved freight volumes in nearly all the company's commodity segments. Revenue tonne-
kilometres (RTK) is calculated by multiplying the weight of paid tonnage by the total number of kilometres that has
been transported, and is used to evaluate a company's scope of operations. During the first half of the period, the
company endured steady RTK growth, signifying a surge in freight volume. In addition to volume increases, the
company also reported an increase in the yield generated from moving one tonne of freight over one kilometre,
which was attributed to freight increases and a depreciating Canadian dollar. Such growth helped offset the increase
in average haul length.

More recently, plummeting crude oil prices led to reduced demand for industry services, causing the company's
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industry-relevant revenue to decline in 2016. A decline in the Consumer Confidence Index (CCI) resulted in revenue
falling 5.7% decline in 2020 alone. This decline in the CCI, as a result of the COVID-19 (coronavirus) pandemic,
resulted in less consumer spending that year, reducing downstream demand for CNR's freight and passenger
services. Still, growing demand for rail transportation services is expected to result in the company's operating profit,
measured as earnings before interest and taxes, growing at an annualized rate of 3.2% to $3.2 billion over the five
years to 2021.

 
Canadian National Railway Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 7,971.0 N/C 2,708.0 N/C
2017 8,794.0 10.3 2,857.0 5.5
2018 9,610.0 9.3 3,163.0 10.7
2019 10,167.0 5.8 3,131.0 -1.0
2020 9,588.0 -5.7 2,632.0 -15.9
2021 10,269.9 7.1 3,174.7 20.6

Source: Annual Report and IBISWorld
Note: *Estimates

Canadian Pacific Railway Limited

Market Share: 33.3%

  Canadian Pacific Railway Limited (Canadian Pacific) was founded in 1881 and provides rail and intermodal
transportation services over a network of more than 20,000 kilometres, serving the principal business centres of
Canada, such as Montreal to Vancouver. This network is operated by a workforce of about 12,000 full-time
employees and seasonal workers. Since its inception, the company has grown to create a transcontinental railway
system that expands into the United States. The company's revenue is primarily generated by transporting freight. In
2019 (latest data available), the company's freight revenue was composed of merchandise (36.0%), intermodal
(21.0%) and bulk goods (43.0%).

Similar to its competitors, Canadian Pacific has grown in recent years through acquisition activity. Prior to the five
years to 2021, the company acquired two US rail lines, which include the Dakota, Minnesota and Eastern Railroad
and the Iowa, Chicago and Eastern Railroad. Together, these two lines span North and South Dakota, Minnesota,
Wisconsin, Nebraska and Iowa, with smaller operations in Kansas City, MO, and Chicago. Through its lines, the
company transports a variety of products, including grain, coal, sulphur, fertilizer, forest products, industrial and
consumer products, automotive products and intermodal goods.

Financial performance

Canadian Pacific's industry-relevant revenue is projected to increase at an annualized rate of 6.4% to $6.1 billion
over the five years to 2021. During the first half of the period, the company's gross revenue tonne-kilometres
increased significantly as traffic volumes in industrial and consumer goods and the grain segment grew. Additionally,
the average weight per train increased as the average length of a train was extended and the workload was ramped
up. More recently, plummeting crude oil prices limited demand for the transportation of liquid bulk and other freight,
in addition to placing significant downward pressure on the company's shipping rates. As a result, Canadian Pacific's
industry-relevant revenue declined in 2016 before recovering in 2017 due to rebounding oil prices. At the same time,
low fuel prices significantly bolstered Canadian Pacific's profit, enabling the company to achieve healthy profit above
the industry average during the period. Overall, the company's industry-relevant operating profit, measured as
earnings before interest and taxes, is forecast to increase an annualized 7.1% to $2.4 billion over the five years to
2021. Unlike the overall industry, Canadian Pacific's industry-relevant revenue increased modestly in 2020, despite
the COVID-19 (coronavirus) pandemic and the complicated business landscape that emerged as a result.
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Canadian Pacific Railway Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 4,473.0 N/C 1,730.5 N/C
2017 4,667.0 4.3 1,757.4 1.6
2018 5,232.0 12.1 2,024.6 15.2
2019 5,675.0 8.5 2,275.2 12.4
2020 5,829.0 2.7 2,503.2 10.0
2021 6,110.6 4.8 2,434.9 -2.7

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Via Rail Canada Inc.

  Market Share: 0.4%
  Via Rail Canada Inc. (Via Rail) operates the national passenger rail service on behalf of the Canadian government.

Via Rail manages about 500 train departures per week on 12,500 kilometres of track and serves more than 450
communities across Canada. The company's fleet includes 427 train cars and 74 active locomotives. According to
the company's 2020 annual report (latest data available), Via Rail employs about 2,300 workers. Unlike other
operators in this industry, Via Rail's revenue is primarily derived from government payments and passenger
transportation. Collectively, these sources comprise more than 90.0% of the company's operating revenue. Via has
performed well over the five years to 2021, expected to generate $79.6 million in industry-relevant revenue in 2021
and representing a 0.4% share of the market. Via Rail's industry-relevant revenue fell dramatically in 2020 as
demand for rail travel plummeted and the government forced the closure of many establishments.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Rail Transportation industry in Canada has a moderate
level of capital intensity, primarily because operators must
develop the entire infrastructure and continuously reinvest
capital gains. Rail cars can also be heavily specialized,
which further contributes to the industry's high capital
costs. Additionally, a higher rate of capital depreciation
increases the depreciation payments on an asset in the
earlier years, which enables operators to benefit from lower
taxable income. In turn, this structure encourages
operators to buy new assets. Overall, the typical industry
operator is estimated to spend $0.31 on capital
investments for every $1.00 spend on labour in 2021.

Operators in the industry have increasingly invested in
automated technologies. One such system is the remote-
control technology used in rail yards. This technology
reduces the number of workers required during switching,
which is moving rolling stock from one track to another,
while also increasing worker safety, as locomotive drivers
have little to no visibility behind the trains. Despite the large
capital requirements, wage expenses are significant
because capital assets must be constantly maintained.
Furthermore, trained professionals are needed to operate
trains in addition to performing corporate responsibilities.
However, wage costs are expected to decrease over the
five years to 2021.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change
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  Technological innovation has recently and is expected to continue to affect the
Rail Transportation industry in Canada.

Industry operators experience intensifying competition from road, sea and air travel and this trend will likely continue with
the development of technologies, such as autonomous trucks. Nonetheless, the industry is expected to continue to benefit
from other forms of innovation. For example, updated railway infrastructure featuring Internet of Things technology has
improved rail transportation by facilitating damage detection and preventive maintenance.

The level of technology change is    High

  The Rail Transportation industry in Canada is subject to a high degree of
technological change.

The primary goal of investing in new technology and systems by operators has been to improve efficiency and safety
standards. For example, the industry uses anti-idling technologies including automatic stop and start devices that help
railways conserve fuel and reduce emissions. These devices automatically shut down locomotives at rest. Additionally, low-
idling engines enable trains to idle at a reduced speed when a train is coasting. Furthermore, rail lubrication systems
reduce friction between the rail and freight cars, requiring less engine effort to maintain speed.

Positive Train Control

Positive Train Control (PTC) is a system designed to automatically stop a train
before certain accidents occur.

In particular, PTC is designed to prevent train-to-train collisions and derailments caused by excessive train speed. The
system uses GPS, wayside equipment and back-office computers to monitor exactly where trains are at any given time,
how fast trains are moving, where to safely operate and how long it will take any given train to stop. Several Canadian
companies began the costly process of implementing PTC following a United States mandate in 2008, which required Class
1 freight railways and passenger railways to develop and install PTC by 2016. From the outset, the railways expressed
concerns about the difficulty in meeting the deadline, due to both technical and legal complexities. In response, the US
Congress passed a three-year extension of the PTC deadline to December 2018, with an option of two additional years.

Revenue
Volatility

The level of volatility is    Medium

  The Rail Transportation industry in Canada has exhibited a moderate level of
revenue volatility over the five years to 2021, with revenue declining as much
as 4.7% in 2020 and growing as much as 7.9% in 2018.

Industry revenue is sensitive to a variety of factors including demand from downstream industries and input costs. As a
result, industry revenue tends to swing due to changes in freight volume and revenue generated from fuel surcharges. The
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latter is dependent on the world price of crude oil, which is highly volatile. In recent years, plummeting crude oil prices
resulted in substantial declines in global freight shipping rates, constraining industry revenue growth to a degree.

Industry revenue is also highly dependent on consumer spending and the total value of trade, with freight shipments
representing the bulk of industry revenue. As the Canadian economy has expanded in recent years, retail sales and trade
volumes have increased as well. In turn, this trend has helped stabilize the industry and prevent large spikes in revenue
during the period. Overall, industry revenue is forecast to fluctuate an average of 6.8% in a given year.

The spread of COVID-19 (coronavirus) has increased industry revenue volatility, with social distancing measures put in
place and slowed travel reducing industry revenue in 2020. However, IBISWorld expects demand to recover in 2021 and
the level of revenue volatility is expected to be lower over the five years to 2026; this will likely be the result of steady
forecast growth in total trade value and total retail sales.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Rail Transportation industry in Canada is primarily regulated by federal
authorities, specifically Transport Canada and Environment and Climate
Change Canada.

Additionally, provincial ministries oversee industry operations. Much legislation focuses on protecting air, water, soil, wildlife
and the public's interest. Transport Canada is developing regulations under the Railway Safety Act that will align with US
Environmental Protection Agency regulations. Canada and the United States have slightly different approaches to
regulating industry operators due to disparities in legislation, as the United States primarily regulates manufacturers of
engines while Canada largely focuses regulation on rail operators. Nevertheless, the environmental outcomes of these
policies are similar.

RAIL SAFETY IMPROVEMENT PROGRAM

In 2019, Transport Canada announced funding under the Rail Safety
Improvement Program (RSIP) to support improvement on the rail network and
promote technology and research.

The RSIP provides grant and contribution funding to improve rail safety and reduce injuries and fatalities related to rail
transportation. The program funds safety improvements to existing rail lines, closures of grade crossings and initiatives to
raise awareness about rail safety issues across Canada.

ENVIRONMENTAL PROTECTION ACT

Under the Canadian Environmental Protection Act, Environment and Climate
Change Canada sets regulations for dealing with spills and other
environmental issues on federally regulated railways.

The Railway Safety Act develops regulations governing rail safety, security and some aspects of environmental impacts of
rail operations in Canada. Additionally, the act permits the Governor in Council to make regulations concerning the release
of pollutants into the environment.

The Locomotive Emissions Regulations, enacted in June 2017, will limit harmful emissions through mandatory emission
standards and reduced idling. The regulations apply only to railway companies that the federal government regulates and
the locomotives operated by those companies, not local railway companies.

Provinces have jurisdiction for provincially regulated railways. Most provinces are also responsible for managing
municipalities through various regulatory agencies that govern planning and development, emergency services and
environmental protection. These provinces also have jurisdiction over spills and environmental incidents on provincial
lands, including environmental response, cleanup and remediation.

Industry
Assistance

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

Overall, the Rail Transportation industry in Canada receives a moderate level
of assistance.

For instance, Via Rail Canada Inc. (Via Rail) operates the national passenger rail service on behalf of the Canadian
government, receiving funding from the government. In 2021, Via Rail is expected to generate $79.6 million in industry-
relevant revenue. According to the company's 2020 annual report (latest data available), Via Rail received $668.7 million in
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funding from the Canadian government that year.

Furthermore, the industry also receives direct assistance from the government. Freight transporters receive industry
assistance in the form of depreciation policies. By enabling locomotives to depreciate at a rate of 30.0%, industry operators
are able to invest more in new assets by reducing taxable income following a new purchase. If this rate were to extend to
freight cars and tracks, industry operators would be more capable of upgrading the industry's existing network.

The industry also receives assistance from industry trade associations. For example, the Railway Association of Canada
represents more than 50 freight and passenger railways and works to develop programs, policies and resources for the
industry, by lobbying the government. Additionally, there are several province-specific trade associations that provide
assistance on a more localized scale.

The spread of COVID-19 (coronavirus) has reduced consumer demand for rail travel. However, pandemic stimulus
payments to Canadians may carryover for some consumers in 2021 and prompt spending on rail travel. Ultimately, industry
operators qualified for several financial assistance programs offered by the government to alleviate the negative effects of
the coronavirus pandemic.
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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

($m)
Total trade
value ($b)

2012 14,388 6,182 319 133 34,629 N/A N/A 3,269 N/A 1,303
2013 14,926 7,184 307 130 33,167 N/A N/A 3,274 N/A 1,310
2014 16,080 7,421 283 122 33,323 N/A N/A 3,360 N/A 1,341
2015 16,259 9,072 311 123 33,511 N/A N/A 3,474 N/A 1,380
2016 15,520 9,104 309 129 31,526 N/A N/A 3,251 N/A 1,380
2017 16,328 9,527 401 148 32,152 N/A N/A 3,299 N/A 1,387
2018 17,625 9,724 357 162 34,315 N/A N/A 3,473 N/A 1,410
2019 18,551 10,242 357 153 36,196 N/A N/A 3,603 N/A 1,398
2020 17,677 8,475 355 153 35,193 N/A N/A 3,489 N/A 1,241
2021 18,371 10,787 367 158 36,317 N/A N/A 3,605 N/A 1,283
2022 19,252 10,835 384 165 37,790 N/A N/A 3,757 N/A 1,366
2023 19,679 11,189 396 170 38,662 N/A N/A 3,843 N/A 1,411
2024 19,992 11,433 408 175 39,506 N/A N/A 3,922 N/A 1,444
2025 20,310 11,672 411 177 40,191 N/A N/A 3,989 N/A 1,478
2026 20,638 11,892 419 181 40,917 N/A N/A 4,060 N/A 1,515

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Total trade

value (%)
2012 8.19 8.16 -1.55 -1.49 2.74 N/A N/A 1.13 N/A 2.01
2013 3.73 16.2 -3.77 -2.26 -4.23 N/A N/A 0.15 N/A 0.52
2014 7.73 3.29 -7.82 -6.16 0.47 N/A N/A 2.62 N/A 2.38
2015 1.11 22.2 9.89 0.81 0.56 N/A N/A 3.39 N/A 2.93
2016 -4.55 0.35 -0.65 4.87 -5.93 N/A N/A -6.43 N/A 0.00
2017 5.20 4.64 29.8 14.7 1.98 N/A N/A 1.49 N/A 0.45
2018 7.94 2.06 -11.0 9.45 6.72 N/A N/A 5.25 N/A 1.71
2019 5.25 5.33 0.00 -5.56 5.48 N/A N/A 3.74 N/A -0.86
2020 -4.71 -17.3 -0.57 0.00 -2.78 N/A N/A -3.17 N/A -11.3
2021 3.92 27.3 3.38 3.26 3.19 N/A N/A 3.34 N/A 3.42
2022 4.79 0.44 4.63 4.43 4.05 N/A N/A 4.20 N/A 6.45
2023 2.21 3.26 3.12 3.03 2.30 N/A N/A 2.28 N/A 3.27
2024 1.59 2.17 3.03 2.94 2.18 N/A N/A 2.06 N/A 2.34
2025 1.59 2.08 0.73 1.14 1.73 N/A N/A 1.70 N/A 2.37
2026 1.61 1.89 1.94 2.25 1.80 N/A N/A 1.76 N/A 2.46

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 43.0 N/A N/A 416 22.7 109 94,395
2013 48.1 N/A N/A 450 21.9 108 98,707
2014 46.1 N/A N/A 483 20.9 118 100,822
2015 55.8 N/A N/A 485 21.4 108 103,656
2016 58.7 N/A N/A 492 20.9 102 103,105
2017 58.3 N/A N/A 508 20.2 80.2 102,613
2018 55.2 N/A N/A 514 19.7 96.1 101,201
2019 55.2 N/A N/A 513 19.4 101 99,530
2020 47.9 N/A N/A 502 19.7 99.1 99,131
2021 58.7 N/A N/A 506 19.6 99.0 99,273
2022 56.3 N/A N/A 509 19.5 98.4 99,415
2023 56.9 N/A N/A 509 19.5 97.6 99,397
2024 57.2 N/A N/A 506 19.6 96.8 99,284
2025 57.5 N/A N/A 505 19.6 97.8 99,254
2026 57.6 N/A N/A 504 19.7 97.7 99,218

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

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

Railway Association of Canada
http://www.railcan.ca

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

Industry Jargon CLASS 1 RAIL CARRIERS
Companies and their related operations with revenue exceeding $250.0 million.

INTERMODAL
Operations that involve more than one mode of transport to complete the movement of shipments.

LOCOMOTIVE
The engine portion of the train that moves the entire trains. This section does not carry any payloads.

REVENUE TONNE-KILOMETRE
A unit of measure for freight transport representing the revenue generated from transporting one tonne of goods
over a distance of one kilometre.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

Copyright 2021 IBISWorld Inc.
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