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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:

• Self-isolation and shelter-in-place orders are expected to decrease passenger traffic, as Canadian citizens are
largely working from home and only travelling for essential purposes. As a result, the Public Transportation industry
in Canada will likely suffer from decreased demand. For more detail, please see the Demand Determinants chapter.

• The industry is expected to experience a solid recovery in revenue in 2021 as ridership, and thus, fare-generated
revenue, begin to return to prepandemic levels. For more detail, please see the Current Performance chapter.

• Public fear over contracting COVID-19 (coronavirus) will likely lead to increased external competition, particularly
from rideshares and consumers choosing to drive private vehicles of their own. For more detail, please see the
Basis of Competition chapter.

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

light rail, subways, streetcars and buses. These establishments operate with fixed routes and schedules, and enable
passengers to pay on a per-trip basis, whether or not they also accept payment methods such as monthly passes.

Major Players TTC

MTC

TransLink

Main Activities The primary activities of this industry are:

Operating heavy rail systems such as metro and subway systems

Operating light rail systems such as streetcar, tramway or trolley

Operating commuter transit systems

Operating mixed mode transit systems such as bus, commuter rail and subway combinations

Operating commuter and local bus operations

The major products and services in this industry are:

Buses

Heavy rail

Streetcars
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Supply Chain

SIMILAR INDUSTRIES

Scheduled Air Transportation in
Canada

Rail Transportation in Canada Ocean & Coastal Transportation
in Canada

Taxi & Limousine Services in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Public Transportation in the US Urban Bus and Tramway
Transport in Australia

Rail Passenger Transport in
Australia

Bus Transportation in China

Subway, Light Rail & Cable Car
Transport in China

Urban Passenger Rail Operations
in the UK

Bus & Tramway Operations in the
UK

Rail Transport in New Zealand

Bus Transport in New Zealand      
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Industry at a Glance
Key Statistics

$19.5bn
Revenue

Annual Growth

2016–2021

3.2%

Annual Growth

2021–2026

1.8%

Annual Growth

2016–2026

 

$877.2m
Profit

Annual Growth

2016–2021

3.7%

  Annual Growth

2016–2021

 

4.5%
Profit Margin

Annual Growth

2016–2021

0.1pp

  Annual Growth

2016–2021

 

70
Businesses

Annual Growth

2016–2021

-1.4%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

 

65,861
Employment

Annual Growth

2016–2021

0.9%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$5.0bn
Wages

Annual Growth

2016–2021

1.0%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

8.1%
World price of crude oil

0.5pp
National unemployment rate

2.8%
Government consumption and
investment

0.3pp
Urban population

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Increasing   Barriers to Entry

High / Increasing

  Industry Globalization
Low / Steady   Competition

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Capital Intensity
High

 

Key Trends

 Despite expanding consumer demand, the number of
industry establishments will likely fall

 Most industry operators are municipalities, and therefore, do
not run public transit systems for a profit

 The industry has contended with heightened competition
from ride-sharing apps

 Public transportation will likely benefit extensively from the
New Building Canada Plan

 Existing companies will likely expand their workforces to
satisfy growing consumer demand

 Public transit operators will likely continue attempting to
reduce environmental footprints

 Profit has increased slightly as oil prices have experienced
high levels of volatility
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Increasing Barriers to Entry

  High & Increasing Level of Assistance

  Low Competition

  Low Imports

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2005-2021)

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Urban population

   

THREATS

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Government consumption and investment



Public Transportation in Canada November 2021

9 IBISWorld.com

Executive Summary All aboard: A growing Canadian population will likely support demand for
industry services

Operators in the Canadian Public Transportation industry operate passenger transit systems over fixed routes and
regular schedules within a metropolitan area. Transportation systems involve multiple modes of transportation,
including subways, streetcars and buses. Due to the high capital costs associated with running a large public
transportation system, most industry operators rely on government subsidies. As a result, government funding is a
key driver of industry revenue. Government stimulus programs, such as the Building Canada Plan and the
Infrastructure Stimulus Fund, has fuelled industry revenue growth over the five years to 2021. Ultimately, industry
revenue is expected to increase an annualized 3.2% to $19.5 billion over the five years to 2021, including an
increase of 5.3% in 2021 alone as the COVID-19 (coronavirus) pandemic begins to recede.

In addition to government funding, ridership rates fuel industry revenue. Expanding urban populations and low levels
of unemployment have also supported industry revenue growth over the past five years, while falling fuel prices
have negatively affected revenue even as bottom lines benefited. Since personal modes of transportation, such as
automobiles, often compete directly with this industry, significant decreases in fuel prices siphon potential riders
away from public transportation. Consequently, industry ridership rates suffered in 2015 and 2016 as shocks to the
world price of crude oil caused domestic fuel prices to plummet, encouraging many consumers to drive their own
vehicles rather than rely on industry transit systems. Despite this, profit has increased slightly over the five years to
2021 as oil prices have experienced high levels of volatility.

Moving forward, IBISWorld expects government funding and ridership rates to continue increasing, positively
affecting industry revenue. Moreover, the Canadian labour market is expected to continue expanding, while the
nation's major urban areas will likely become increasingly populated by individuals who rely on public transit
systems for affordable transportation. As a result, industry revenue is forecast to grow an annualized 1.8% to $21.3
billion over the five years to 2026. At the same time, many industry operators are expected to continue reducing
their environmental footprints by sourcing green materials for industry projects and expanding fleets with lower
emission vehicles.
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Industry Performance

Key External
Drivers

Government consumption and investment

Federal, provincial and local government funding represent important sources of income for industry operators. The
government provides both operating and nonoperating funding. Operating funding relates to subsidies directly
involved with running public transit systems. Nonoperating funding relates to infrastructure and capital projects
designed to improve the safety, accessibility and reliability of public transit services. Government consumption and
investment is expected to increase in 2021.

 

Urban population

Urban population growth drives demand for public transportation because the majority of individuals in densely
populated cities rely on public transportation. Densely populated areas generally have traffic congestion problems,
making it harder for individuals to travel via traditional means while increasing the appeal of public transportation.
The urban population is expected to increase in 2021, representing a potential opportunity for the industry.

 

National unemployment rate

The Canadian workforce is an important indicator for industry demand as most public transportation systems are
used daily by people commuting to and from work. As a result, ridership rates generally increase as unemployment
falls. The national unemployment rate is expected to decrease in 2021.

 

World price of crude oil

Though Canadians generally prefer the convenience of driving their own automobiles, fuel costs tend to affect
driving habits. Specifically, as fuel prices rise, people will likely choose to save money by using public transit
systems. The world price of crude oil is expected to rise in 2021, but its historic volatility poses a potential threat to
the industry.
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Current
Performance

The Public Transportation industry in Canada provides a public service by
transporting individuals across cities in a safe and efficient manner.

Providing this service requires massive infrastructure and vehicle outlays, such as subway tracks, train cars and
buses. Due to the high cost of providing these services, most industry participants rely on substantial government
subsidies to maintain daily operations. The average public transit system in Canada is only able to pay for half its
operating expenses through revenue generated from transit fares.

Due to the heavily subsidized nature of this industry, revenue is largely driven by government expenditure and
investment on capital projects. Stimulus programs buoyed government expenditure and investment over the five
years to 2021, directly benefiting the industry. Additionally, ridership rates have maintained an upward trajectory,
strengthening demand for industry services. As a result, the industry has experienced relatively strong growth over
much of the past five years. Overall, IBISWorld estimates industry revenue to increase an annualized 3.2% to $19.5
billion over the five years to 2021. This includes an increase of 5.3% in 2021 alone as the industry begins to recover
from the COVID-19 (coronavirus) pandemic. Many municipalities nationwide imposed policies restricting travel and
many citizens have worked from home, which drastically reduces demand for industry services. However,
government subsidies are part of the local, provincial or federal budget and are determined in advance, limiting more
drastic declines.

RIDERSHIP INCREASES DESPITE LOW FUEL PRICES

In recent years, the industry has benefited from a steady increase in total
public transit ridership, leading to higher fare-generated revenue for
industry operators.

TransLink and the Montreal Transit Corporation, two of the largest industry operators, each experienced ridership
increases in 2018. Additionally, between 2005 and 2015, the Toronto Transit Commission's (TTC) ridership grew by
more than 100.0 million (latest data available). Ridership growth is attributable to several factors.

First, a declining national unemployment rate during much of the period has caused the number of commuters
demanding public transportation to increase as more people are commuting into work. Additionally, strong economic
conditions abroad have led to an increase in business travel, further strengthening demand for industry services.
Demographic trends have also positively affected the industry. More people are migrating to cities, with the urban
population growing an annualized 0.1% over the five years to 2021. Due to the densely populated nature of these
areas, public transportation tends to be more convenient than travelling on congested roads, so demand for public
transportation rises with the size of the urban population.

Despite expanding consumer demand, the number of industry establishments is expected to decrease an
annualized 1.2% to 172 locations over the five years to 2021. This trend is likely the result of merger activity, as
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smaller cities and towns may have chosen to combine transit services to defray costs. Further, industry employment
is forecast to increase an annualized 0.9% to 65,861 people over the past five years.

GOVERNMENT FUNDING FUELS GROWTH

Most industry participants operate at a loss and rely on government
subsidies to make up the revenue shortfall.

Government assistance comes in the form of operating subsidies, which are dedicated toward any operating
expenses fare-generated revenue fails to cover. The other major form of assistance is capital subsidies, which are
used to expand and maintain infrastructure, such as rails and subway cars. For the most part, operating subsidies
are fairly stable and consist of differences between expenses and revenue. Conversely, capital subsidies fluctuate
annually and depend on government spending at the federal, provincial and municipal levels. Operators increasingly
relied on government subsidies for revenue over the five years to 2021, increasing their fares only slightly. For
example, the TTC generally only increases the fare-per-ride $0.10 per year.

Specific government projects implemented during the period that have benefited the industry include the New
Building Canada Plan. The New Building Canada Plan is a collection of funds supporting infrastructure projects
implemented in 2014, providing stable funding until 2024. This plan consists of the Community Improvement Fund
($32.0 billion) and the New Building Canada Fund ($14.0 billion), with a portion of each going to transit infrastructure
support. Government consumption and investment is expected to rise over the five years to 2021, benefiting industry
participants. Additionally, the government encourages public transportation use through the Public Transit Tax
Credit. This program enables individuals to claim a nonrefundable tax credit for the cost of weekly, monthly and
longer duration passes.

Most industry operators are municipalities, and therefore, do not run public transit systems for a profit. However,
some transit systems may have operating surpluses. An operating surplus is the money left over after all expenses
have been paid. These operating surpluses are generally used to make improvements to existing infrastructure.
Since establishments are run by local governments, there is no profit. Instead, profit is defined as operating surplus
and is used to fund any future budget shortfalls and capital projects. The industry's operating surplus is estimated to
account for 4.5% of industry revenue in 2021, growing slightly over the past five years.

HEIGHTENED COMPETITION

At the same time, the industry has also encountered significant
headwinds over the five years to 2021.

Personal vehicles offer the most significant source of competition to public transit systems. When fuel prices are low,
more consumers opt for personal transportation methods. Unfortunately for industry operators, severe shocks to the
world price of crude oil caused fuel prices in Canada to plummet in both 2015 and 2016, encouraging many potential
customers to drive their own vehicles rather than rely on public transportation. While the industry weathered this
storm, fare-generated revenue in 2015 and 2016 grew at its slowest rate since 2009.

Furthermore, the industry has contended with heightened competition from ride-sharing apps such as Lyft and Uber.
Lyft Inc. began operating in Canada in 2017, whereas Uber Technologies Inc. began its Canadian operations in
2014. Ride-sharing apps are generally used by time-strapped consumers and consumers with higher levels of
disposable income due to their on-demand services and higher price points.
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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)

Government
Expenditure

and Investment

($m)
2012 14,055 5,643 216 83.0 59,539 N/A N/A 3,460 N/A 461
2013 14,219 6,394 211 82.0 61,309 N/A N/A 4,078 N/A 454
2014 15,023 6,858 167 75.0 60,918 N/A N/A 4,411 N/A 453
2015 16,600 7,556 171 69.0 61,396 N/A N/A 4,652 N/A 460
2016 16,653 7,571 183 75.0 63,124 N/A N/A 4,799 N/A 466
2017 17,918 7,865 168 72.0 62,159 N/A N/A 4,526 N/A 479
2018 19,148 8,703 145 69.0 63,154 N/A N/A 4,176 N/A 494
2019 19,961 8,377 171 70.0 65,317 N/A N/A 4,669 N/A 503
2020 18,511 8,916 171 69.0 63,688 N/A N/A 4,851 N/A 505
2021 19,493 8,953 172 70.0 65,861 N/A N/A 5,035 N/A 535
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Industry Outlook
Outlook With ridership expected to continue rising over the five years to 2026,

government subsidies designed to support increased usage of public
transit systems, coupled with rising fare-generated revenue, are expected
to benefit the Public Transportation industry in Canada.

The industry is also expected to benefit from Canadians returning to work in the wake of the COVID-19 (coronavirus)
pandemic, particularly early during the period. Moreover, a growing urban population is expected to significantly
expand the industry's total customer base moving forward. Overall, industry revenue is forecast to increase an
annualized 1.8% to $21.3 billion over the five years to 2026. Further, as wages and revenue are expected to grow
nearly in line with each other, the average industry profit margin is expected to remain stable.

GOVERNMENT SUBSIDIZES GROWTH

Similar to the five years to 2021, government funding for public
transportation is expected to rise during the outlook period.

According to IBISWorld estimates, government consumption and investment is expected to increase an annualized
1.6% over the five years to 2026. Public transportation will likely benefit extensively from the New Building Canada
Plan, which is expected to contribute more than $53.0 billion toward investment in capital infrastructure, including
public transit projects. These investments in public transit are aimed at reducing traffic congestion and easing
Canadians' access to jobs, education, healthcare and social activities, providing a far-ranging benefit.

The New Building Canada Fund will likely contribute to a variety of expansion projects, effectively increasing
industry revenue. One of the larger projects includes a $622.0 million federal contribution to the expansion of the
Toronto-York Spadina subway. The total cost of the extension is expected to reach $2.6 billion, with funding from the
federal government, Ontario and the municipalities of York and Toronto. Additional projects are expected across
Canada, further increasing ridership rates and generating additional revenue for the industry.

DEMOGRAPHIC OUTLOOK

Canada's cities are becoming increasingly crowded, presenting logistical
problems for transportation.

In fact, the total population of Canada is projected to grow an annualized 1.0% over the five years to 2026. In turn, a
growing population will likely lead to congested roads, which increases travel time and lowers productivity.
Governments will likely increasingly fund expansion projects that will increase capacity to effectively manage more
densely populated cities and the transportation issues that come with a higher population.

As a result of these expansion projects, IBISWorld expects ridership rates to continue rising over the coming years.
According to Transit Vision 2040, a report compiled by the Canadian Urban Transit Association, ridership is
estimated to increase from 1.8 billion annual trips in 2007 to almost 3.3 billion annual trips in 2040 (latest data
available). As a result of the expected increase in ridership rates, IBISWorld projects the number of industry
establishments to increase an annualized 1.5% to 185 locations over the five years to 2026. While new participants
continue to enter the market for public transit, existing companies are also expected to expand their workforces to
satisfy growing consumer demand, causing industry employment to rise an annualized 1.7% to 71,594 workers over
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the five years to 2026.

GREEN TECHNOLOGY

As global warming has become a rising concern for governments and
citizens, policymakers are increasingly seeking ways to reduce carbon
footprints.

Public transportation helps solve this problem not only by moving the masses in a single vehicle, such as buses or
subway cars, but also by transitioning to hybrid and low emissions vehicles. Traditional buses are usually powered
using either diesel or regular gasoline. Natural gas burns cleaner than gasoline, reducing smog-forming emissions.
Green initiatives are embraced by agencies and passengers as a way to help the environment while maintaining
safe and reliable services.

MORE RIDERS, NEW CAPITAL

With increased ridership, public transit operators will likely continue
attempting to reduce environmental footprints through increased
capacity, as a reduction in the number of trips a single vehicle takes
generally leads to lower levels of emissions.

TransLink in Vancouver, for example, refurbished its existing fleet of SkyTrain vehicles to increase capacity.
Similarly, the Toronto Transit Commission (TTC) replaced its old fleet of streetcars with larger ones, almost doubling
capacity. Other methods of reducing the industry's environmental effect include powering vehicles with electricity
rather than gasoline, as Vancouver's SkyTrain does. Furthermore, the TTC instituted a policy designed to
incorporate environmental considerations into purchasing decisions. This policy is designed to increase purchases
of sustainable materials and bring environmental issues to the forefront.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Government
Expenditure

and Investment
 ($m)

2021 19,493 8,953 172 70.0 65,861 N/A N/A 5,035 N/A 535
2022 20,198 9,113 175 71.0 67,701 N/A N/A 5,184 N/A 547
2023 20,645 9,423 178 72.0 68,978 N/A N/A 5,285 N/A 554
2024 20,892 9,630 179 73.0 69,719 N/A N/A 5,343 N/A 560
2025 21,103 9,769 181 73.0 70,533 N/A N/A 5,404 N/A 569
2026 21,345 9,900 185 75.0 71,594 N/A N/A 5,482 N/A 578
2027 21,612 10,014 187 76.0 72,492 N/A N/A 5,550 N/A 588
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry typically grows in line with the overall Canadian economy

The industry's services are well-established and unlikely to change in coming years

The industry is characterized by high barriers to entry

The Public Transportation industry in Canada is in the mature stage of its economic life cycle. Industry value added
(IVA), which measures an industry's contribution to the broader Canadian economy, is projected to increase an
annualized 2.7% over the 10 years to 2026. In comparison, Canadian GDP is forecast to grow an annualized 1.9%
during the same period. The industry generally grows in line with Canada's economy, which is indicative of a mature
industry.

Furthermore, the industry is characterized by high barriers to entry, which largely limits participation in the industry to
a few large-scale operators. Many industry players operate at losses and rely on government subsidies to offset the
difference. Due to the heavy involvement of the government in this industry, it is difficult for new entrants to compete
with existing operators. As a result of these high barriers to entry, growth in the number of industry enterprises is
generally slow, which is highly characteristic of a mature industry.

Demand for industry services is largely driven by population trends, fuel prices and employment rates. Due to more
people living in urban areas and low levels of unemployment, ridership rates have risen in recent years. In turn,
increasing ridership has caused the Canadian government to increase funding for expansion projects, benefiting
industry revenue. However, despite heavy subsidies, the industry's products and services remain largely
unchanged. Key modes of transportation are and will continue to be subways, buses and streetcars. Such clearly
defined product segments represent another indicator of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Truck & Bus Manufacturing in Canada

Train, Subway & Transit Car Manufacturing in Canada

Fuel Dealers in Canada

Electric Power Transmission in Canada

Heavy Engineering Construction in Canada

Engineering Services in Canada

2nd Tier

Tire Wholesaling in Canada

Auto Parts Wholesaling in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Engine & Turbine Manufacturing in Canada

Products & Services

  The Canadian Public Transportation industry provides bus and rail
service within cities to Canadians and tourists.

The COVID-19 (coronavirus) pandemic eroded ridership as only essential international travel has been permitted,
while stay-at-home orders, in addition to remote learning and work arrangements, have limited movement within
cities. However, the share of revenue between product segments is expected to remain largely unaltered, as
coronavirus-related policies will likely affect each mode of transportation equally.

BUSES

Bus services are the most prominent product offered by the industry.

Buses require very little infrastructure and generally run on roads shared with other vehicles. Consequently, capital
cost tends to be fairly low relative to other modes of transportation, making this a popular choice for municipalities.
However, relative to subways, seating capacity on buses is limited. Some towns are seeking to combat this problem
by investing in larger buses. Buses are expected to account for 44.8% of industry revenue in 2021, declining as a
share of revenue over the five years to 2021, but will likely grow moving forward as bus rapid transit, which enables
buses to run in dedicated lanes, becomes more prominent.

HEAVY RAIL

IBISWorld expects the heavy rail segment to account for 44.1% of industry
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revenue in 2021, growing as a share of revenue during the period.

This segment is composed of train systems, including subways. Heavy rail systems require significant capital
investment in infrastructure and equipment to operate. Due to the significant capital outlays required, this segment
only operates in densely populated areas, where ridership volume is high. Areas with heavy rail systems include
Toronto, Montreal and Vancouver. This segment is expected to decline as a share of revenue over the five years to
2026 as municipalities increasingly use bus services.

STREETCARS

IBISWorld expects streetcars, also known as light rail systems, to account
for 11.1% of industry revenue in 2021.

Streetcars are essentially trolleys that run on dedicated tracks across cities. Streetcars have been losing popularity
in recent years as more complex bus and subway systems continue to attract riders. However, streetcars still serve
a large portion of industry customers. According to the Toronto Transit Commission, streetcars carry more than
250,000 passengers each day across the city. Streetcars are generally more expensive than buses and require
special maintenance facilities. This segment has fallen slightly as a share of revenue over the past five years.

Demand
Determinants

Population density

Demand for services from the Canadian Public Transportation industry is largely driven by trends in population
density. As an area becomes more crowded, roads congest and travel times increase. To reduce travel times,
individuals seek out alternatives to driving, such as subways and buses. Consequently, the most densely populated
regions of Canada tend to exhibit the greatest demand for public transportation services. Provinces such as Ontario
and Quebec, the two most densely populated areas in Canada, have the largest metro systems based on ridership
in the country.

Income distribution and economic growth

Public transportation operators compete directly with automobiles and other modes of transportation. The more
expensive automobiles are to drive and maintain, the more appealing public transportation becomes, generating
demand for industry services. Factors affecting automobile affordability include interest rates, disposable income
and fuel prices. When interest rates are low and consumers have high levels of disposable income, automobiles
become more affordable, leading to lower demand for public transit. Conversely, when interest rates rise or
disposable income drops, demand for public transportation increases. Fuel prices also affect demand for public
transit. When gasoline prices increase, driving becomes more expensive, causing more consumers to opt to use
public transportation.

Government funding

Federal, provincial and local governments provide substantial subsidies to keep passenger fares at reasonable
levels and improve the convenience of public transportation. The more affordable passenger fares are relative to
other modes of transportation, the higher demand there will be for industry services. In addition to providing
subsidies, the government introduced the Public Transit Tax Credit, which enables industry customers to claim a
nonrefundable tax credit for the cost of transit passes, further increasing demand for public transit.

The COVID-19 (coronavirus) pandemic is expected to erode demand for industry services. Public transportation
systems are used by locals and tourists to travel locally within a city. Many professionals are now working remotely
and only essential healthcare and other workers are commuting to work, with most Canadians only travelling for
necessary purposes. In addition, only essential international travel is permitted, which has drastically reduced the
tourist population within Canada. Consequently, ridership is expected to diminish. However, industry revenue is not
necessarily tied to ridership, as government subsidies awarded as part of local, provincial and federal budgets
represent a significant portion of revenue.
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Major Markets

  The Public Transportation industry in Canada serves locals and tourists
of all ages, as in large cities, it is typically the most efficient and cost-
effective way to travel, especially if one is not as familiar with the area.

  The COVID-19 (coronavirus) pandemic has eroded demand amid stay-at-home orders and remote learning and
work arrangements, in addition to international travel restrictions, which led to decreased movement among locals
and fewer tourists to use industry services. As these policies affected all age groups the same way, there is not
expected to be a large change in major market segments amid the pandemic.

PASSENGERS AGED 24 AND YOUNGER

IBISWorld expects passengers aged 24 and younger to account for 20.0%
of revenue in 2021, declining as a share of revenue over the five years to
2021.

Many passengers in this market segment rely on public transit systems for consistent transportation to and from
school, social activities or their place of work. Demand from this market tends to fluctuate in line with overall
demographic trends. This segment is expected to decrease as a share of revenue over the five years to 2026 as
population growth slows.

PASSENGERS AGED 25 TO 54

Passengers aged 25 to 54 typically represent the largest market for
industry services, with this segment accounting for 53.0% of revenue in
2021.

Passengers in this demographic generally use public transportation to commute to and from work. As a result,
demand from this market tends to ebb and flow in line with fluctuations in the national unemployment rate and
overall demographic trends. This segment has grown as a share of industry revenue over the five years to 2021.

PASSENGERS AGED 55 AND OLDER

Passengers aged 55 and older are estimated to account for 27.0% of
industry revenue in 2021, increasing as a share of revenue over the past
five years.

This market segment is typically made up of retired individuals. Additionally, many consumers in this market are
significant users of paratransit services, a type of service reserved for individuals who are unable to ride fixed-route
public transportation. Paratransit services generally take individuals to doctors' appointments and other activities.
This segment is forecast to increase as a share of revenue over the next five years as the Canadian population
ages.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Public Transportation industry in Canada is a service-based industry that only serves the local and domestic
markets. Any imported inputs, such as vehicles, fuel and other equipment, are recorded at the manufacturing level.
The largest players in the industry are also run by state authorities and operate in a local centre. As a result of these
factors, the industry does not engage in international trade.

Business
Locations

  The geographical distribution of establishments in the Canadian Public Transportation industry largely reflects Canada's overall
population distribution. Industry operators require a high volume of customers. The more densely populated an area is, the more
congestion there will be on the roads, leading to higher demand for public transportation. Additionally, tourist destinations
generally have higher concentrations of public transportation establishments, as tourists are less likely to travel by car. Business
centres are also more likely to have a public transit establishment, as commuters will likely take advantage of the systems to get
to and from work.

Ontario

As a result of these trends, Ontario accounts for the greatest concentration of public transit systems in Canada, accounting for an
estimated 31.9% of industry establishments in 2021. Ontario is the most densely populated province in Canada and includes the
country's largest city, Toronto. As a result, the city also has Canada's largest mass transit service, the Toronto Transit
Commission, which is the third-largest in North America. Additionally, four of the 10 largest metropolitan areas are located at least
partially within the province, with the Ottawa-Gatineau area divided between Ontario and Quebec.

Quebec

Quebec is expected to represent 19.2% of industry establishments in 2021. The Montreal Transit Corporation is also one of the
most expansive rapid transit systems on the continent and serves Montreal, Canada's second-largest population centre. Quebec
City also has a large mass transit system, though it only offers traditional bus and bus rapid transit service with no train service.

British Columbia

British Columbia is also expected to account for 19.2% of industry establishments 2021 due to the densely populated nature of
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British Columbia and its working-class composition. Additionally, British Columbia houses Vancouver, a popular tourist destination
that also hosts many sporting events, further increasing demand for public transit. Vancouver is the third-largest city in Canada
and its TransLink system offers both train and bus services.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Public Transportation industry in Canada exhibits a moderate level of market share concentration. This industry
is heavily subsidized by federal, provincial and local governments and revenue per establishment fluctuates with the
overall level of public transportation spending. However, the municipalities with the highest ridership rates generally
receive the largest subsidies, causing densely populated areas, such as Toronto, Vancouver, Quebec City and
Montreal, to command a significant share of the market. Transit systems in these cities are estimated to account for
41.7% of industry revenue in 2021. These highly populated areas rely on public transportation to reduce congestion,
leading to larger government subsidies and a greater concentration of large-scale industry participants. IBISWorld
expects the industry to remain characterized by a moderate degree of market share concentration over the five
years to 2026. Canada's largest cities are expected to continue to have the highest ridership rates, leading to a high
level of subsidies. As a result, public transportation systems in large cities will likely continue to dominate the market
for industry services.

Key Success
Factors

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

Ability to take advantage of government subsidies and other grants:
The industry is reliant on public sector subsidies to meet operating expenses and finance infrastructure projects.

Maintenance of excellent customer relations:
The majority of public transit systems in Canada are subsidized by federal, provincial and local governments. As a
result, industry operators must ensure they meet customers' needs to continue to receive funding.

Having a good reputation:
Transit systems with a reputation for punctual, comfortable and safe service will increase new business and retain
existing customers at higher rates.

Easy access for clients:
Urban transit systems with rail terminals and bus stops in convenient locations along with well-scheduled services
are able to attract more customers.

Must comply with government regulations:
Public transit authorities must comply with federal, provincial and local licensing, safety, financing and regulatory
requirements.
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Cost Structure
Benchmarks

  Profit

Most industry companies are operated by cities and funded in part by
federal, provincial and local subsidies, in addition to revenue generated
from passenger fares and advertisements. Passenger fares and
advertising revenue usually cover half of total operating expenses, with
the balance offset by government subsidies. Since establishments are
run by local governments, there is no profit. Instead, profit is defined as
operating surplus and is used to fund any future budget shortfalls and
capital projects. IBISWorld expects operating surplus to account for
4.5% of revenue in 2021, up slightly from 4.4% in 2016. The bulk of
operating surplus comes from capital subsidies allocated toward
expansion and maintenance projects.

 

  Wages

IBISWorld expects wages to account for 25.8% of industry revenue in
2021. In recent years, many industry operators have attempted to cut
back on labour costs by introducing new technologies, such as
automated ticket kiosks. As a result, expenses on wages, salaries and
other labour-related costs have declined as a share of industry revenue
over the five years to 2021. At the same time, a large portion of industry
employees is represented by the Amalgamated Transit Union, which
generally keeps wages elevated and employment high.
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  Purchases

Purchases are tangible products obtained from outside suppliers.
These materials and supplies include tires, fuel and lubricants. Fuel is
generally a major transportation expense that often fluctuates wildly. As
a result, higher fuel prices materially and adversely affect companies in
this industry. A company may attempt to minimize the effect of fuel
price fluctuations by periodically purchasing fuel in advance, but there
can be no assurance that such activity will effectively manage
exposure. IBISWorld estimates that purchases will account for 7.1% of
revenue in 2021, down from 23.2% in 2016.

 

  Marketing

Expenses on marketing campaigns and other advertising efforts are
expected to represent 0.2% of industry revenue in 2021. Due to the
ubiquity of public transportation, marketing expenses represent a
negligible share of revenue for industry operators.

 

  Depreciation

Depreciation costs vary among operators depending on size, number of
assets and service lives of said assets. Common depreciable items for
industry operators include vehicles, communication and navigation
systems, ticket kiosks and computers. IBISWorld expects depreciation
costs to account for 15.6% of industry revenue in 2021. Depreciation
has represented an increasing share of revenue over the past five
years as operators are increasingly investing in more technologically
advanced train and bus fleets, along with ticketing processes.
IBISWorld expects this trend to continue over the coming years.

 

  Rent

Similar to marketing, rent costs comprise a negligible cost category for
industry operators. Rent costs are expected to account for 2.0% of
industry revenue in 2021.
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  Utilities

Similar to marketing and rent, utility costs comprise a negligible cost
category for industry operators. Utilities are expected to account for
1.6% of industry revenue in 2021, down from 3.6% in 2016.

 

  Other Costs

Other costs, such as maintenance, security and other general fees, are
estimated to account for 43.2% of industry revenue in 2021. These
costs have risen as a share of industry revenue over the past five
years.

 

Basis of
Competition

Competition in this industry is    Low and the trend is Steady

  INTERNAL COMPETITION

The Public Transportation industry in Canada exhibits a low level of
internal competition.

This is primarily due to the significant subsidies industry operators receive from federal, provincial and local
governments. These subsidies enable industry operators to build infrastructure and serve specific routes or
coverage areas. Despite such government support, industry operators still experience competition from substitutes,
such as automobiles, taxi services, private bus operators and limousine services.

Public transportation providers compete on the basis of service reliability, including frequency, timeliness and
availability. Cleanliness, convenience and adequate capacity are also important competitive attributes. Proper
capacity is also important, as it relates to the supply of sufficient seating and standing room. The age of vehicles
also influences consumer preferences for public transport. Modern vehicles are more likely to increase passenger
comfort and safety and reduce exhaust emissions and operating costs.
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EXTERNAL COMPETITION

The industry's main competition comes from alternative road
transportation in the form of taxis, ride-sharing establishments,
limousines and other automobiles.

Due to government subsidies and substantial passenger capacities, industry operators generally represent a
relatively affordable form of transportation, enabling industry participants to compete with external forms of transit. In
contrast, convenience and comfort are the main competitive advantages of the industry's substitutes. Industry
operators offering quick routes and comfortable accommodations are best able to compete with substitutes. External
competition has increased over the five years to 2021 as ride-sharing apps, such as Uber and Lyft, have grown in
popularity and affordability. This has increased amid the COVID-19 (coronavirus) pandemic, as private cars or ride-
sharing apps carry a lower risk of exposure to the virus, as users are not crowded with as many strangers as they
would be in a subway car or a bus.

Barriers to
Entry

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

  Barriers to entry in the Canadian Public Transportation
industry are high. Industry operators must construct or
have access to large areas of tracks and infrastructure,
which can cost billions of dollars, representing a
significant barrier for most potential entrants. The
composition of industry participants also poses challenges
to many potential entrants. The three largest players in
the industry are government-subsidized transit systems,
such as the Toronto Transit Commission. Due to the
heavily subsidized nature of these entities' operations,
many players do not rely solely on fare revenue to fund
operations. As a result, operators subsidized by the
government are able to offer fares at a significantly lower
rate than nonsubsidized companies.

The bus services segment of the industry has fewer
barriers to entry and many private companies compete
with these services offered. Since buses do not require
any fixed or dedicated infrastructure and share existing
roads with other vehicles, new operators are more easily
able to enter the industry, increasing competition.
Nevertheless, the subsidized nature of public
transportation services is a competition disadvantage for
private operators, including private bus lines.

Barriers to Entry Checklist

Competition Low  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  The Public Transportation industry in Canada only supplies transit services to urban areas located in Canada.
Additionally, most industry participants are heavily subsidized by Canada's federal, provincial and local government
bodies. As a result, the industry is characterized by a low level of globalization. This structure is expected to remain
largely unchanged over the five years to 2026.
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Major Companies

Major Players Toronto Transit Commission

Market Share: 15.2%

  The Toronto Transit Commission (TTC) began operations in 1921 and is the public transportation authority that
operates buses, subways, streetcars and rapid transit lines in Toronto. In 2017, the TTC was awarded the American
Public Transportation Association's award for Outstanding Public Transit System. The TTC employed 14,812
workers and provided an estimated 525.5 million passenger trips in 2019 (latest data available). It serves the third-
largest number of annual riders in North America, behind only Mexico City and New York City. The TTC operates
more than 163 bus routes, 11 streetcar routes and four subway lines.

Prior to the five years to 2021, the TTC began restoring its fleet of old streetcars and replaced it with 204
Bombardier low-floor streetcars. The entire fleet was completed in 2018. The new cars replaced a fleet of 248
vehicles that had been in operation since the 1970s. The new cars also have nearly double the passenger capacity
of the current cars, which has helped address the persistent overcrowding of routes. In turn, the increased capacity
and comfort that these cars provide have further increased ridership rates, which already stood at record levels. In
2017, the TTC also completed its goal of enabling Wi-Fi at 100.0% of stations.

Financial performance

The TTC's industry-relevant revenue is expected to increase an annualized 0.2% to $3.0 billion over the five years to
2021. Capital projects are usually financed with government funds, while fare revenue covers operating expenses.
The company experienced moderate growth during most of the period as ridership has decreased slightly, while
government subsidies have grown. Expansion projects over the past five years include the Toronto-York Spadina
Subway Extension, which is the first subway to cross the Toronto municipal boundary and the first subway
expansion for the organization in 15 years. However, a sharp decrease in passenger revenue in 2020 due to the
COVID-19 (coronavirus) pandemic slowed much of this growth. Additionally, as operating income dipped slightly
during the middle of the period to fund the expansion, the company's operating profit has consistently surpassed the
industry average. The TTC's industry-relevant operating profit, measured as earnings before taxes and interest, is
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expected to fall an annualized 5.0% to $573.6 million over the five years to 2021.

 
Toronto Transit Commission (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,935.8 N/C 740.0 N/C
2017 3,216.7 9.6 907.8 22.7
2018 3,298.4 2.5 795.7 -12.3
2019 3,407.4 3.3 485.7 -39.0
2020 2,802.8 -17.7 134.3 -72.3
2021 2,969.2 5.9 573.6 327.1

Source: Annual Report and IBISWorld
Note: *Estimates

Montreal Transit Corporation

Market Share: 12.9%

  The Montreal Transit Corporation (STM) was founded in 2002 after replacing the Societe de Transport de la
Communaute Urbaine de Montreal. STM is the public transit authority that operates bus and subway services across
Montreal. STM employed 10,700 full-time workers and provided 171.1 million passenger trips in 2020 (latest data
available), down from 54.9% in 2019, as the COVID-19 (coronavirus) pandemic sharply reduced demand for
industry services. The authority's key operating segments include its metro, bus and paratransit networks. The metro
network covers a total of 71.0 kilometres through 68 stations. The bus network has a fleet of more than 1,900
vehicles and covers almost 450.0 kilometres through its 227 lines.

Prior to the five years to 2021, STM signed a contract with a metro car manufacturer to purchase 468 cars for $1.8
billion. The order was completed in 2018 and increased ridership through improved capacity. Additionally, the new
cars improved the customer experience through increased comfort and better information technology systems. The
agency also is in the middle of a project to extend the Blue Line 5.8 kilometres and add five new fully accessible
stations. The line is expected to begin construction in 2021 and open for operation in 2026.

Financial performance

STM's industry-relevant revenue is expected to experience growth, rising an annualized 6.7% to $2.5 billion over the
five years to 2021. Significant fluctuations in subsidies have affected the company's revenue over the past five
years, though strong ridership has supported overall operating revenue. Ridership increased 4.9% in 2018, and as a
result, passenger revenue during the period increased by more than $100.0 million due to increases in fares and
ridership rates. To meet growing demand, STM has continuously expanded its service offerings. The first of 17 new
AZUR trains arrived in Spring 2020. These have an increased capacity of 8.0% and have wider doors to make the
unloading and onloading of passengers more efficient. These trains also permit wheelchair-bound passengers to
board without employee assistance. STM's operating profit has grown significantly as a result of the ridership
increases and strong government funding, which has helped the company offset passenger losses in 2020 amid the
coronavirus pandemic, protecting revenue. Overall, the company's operating profit, measured as earnings before
interest and taxes, is expected to climb an annualized 30.4% to $582.3 million over the five years to 2021.
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Montreal Transit Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,809.9 N/C 154.3 N/C
2017 2,118.7 17.1 566.1 266.9
2018 2,430.0 14.7 914.7 61.6
2019 2,205.3 -9.2 456.7 -50.1
2020 2,328.4 5.6 531.7 16.4
2021 2,507.9 7.7 582.3 9.5

Source: Annual Report and IBISWorld
Note: *Estimates

TransLink

Market Share: 11.8%

  TransLink is a government authority that owns and operates the regional transportation network of Vancouver,
which is the third-largest city in Canada. It began operations in 1988 and employs 8,000 workers. TransLink
provided 452.9 million passenger trips in 2019, which is a 3.6% increase from 2018 (latest data available). Annual
figures for 2020 are not yet available, but monthly figures for April 2020 and later are significantly lower than the
same month in 2019, as the COVID-19 (coronavirus) pandemic eroded demand. However, government subsidies
prevented TransLink from experiencing a revenue decline in 2020.

The company has expanded its service offerings significantly over the five years to 2021. TransLink opened the
Evergreen Extension in 2016, which connected Port Coquitlam, Coquitlam and Port Moody, also known as the Tri-
Cities, to the existing SkyTrain system, regional bus network and West Coast Express, a commuter railway serving
lower British Columbia. TransLink has also unveiled its $7.3 billion Phase Two Plan, which would fund expansion
projects primarily in 2020 and 2021. The plan proposes several new subway extensions, a potential gondola and
rapid transit to the University of British Columbia Point Grey campus, among other initiatives such as increasing
service, adding 108 new SkyTrain cars and infrastructure modernization. These improvements come as the
population of the Vancouver Census Metropolitan Area increased 6.5% from the 2011 Census to the 2016 Census,
which is higher than the 5.0% growth Canada as a whole experienced during the same period.

Financial performance

TransLink's industry-relevant revenue is expected to increase an annualized 1.3% to $2.3 billion over the five years
to 2021. TransLink has benefited from British Columbia's growing population, favourable consumer preferences for
public transportation and rising taxation revenue. In addition to operating revenue from fares and taxation, TransLink
receives government funding from the local, provincial and federal levels to help cover a portion of its infrastructure
costs, which has helped the agency expand over the past five years to meet growing demand. However, capital
projects have cut into the company's operating profit over the past five years. TransLink's industry-relevant operating
profit, measured as earnings before interest and taxes, is expected to decrease an annualized 10.6% to $381.0
million over the five years to 2021.

 
TransLink (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,152.3 N/C 668.4 N/C
2017 1,688.4 -21.6 96.2 -85.6
2018 1,849.2 9.5 185.5 92.8
2019 2,081.2 12.5 332.7 79.4
2020 2,144.9 3.1 429.6 29.1
2021 2,301.0 7.3 381.0 -11.3

Source: Annual Report and IBISWorld
Note: *Estimates
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Other Companies The three of the largest public transportation systems in Canada. Toronto, Vancouver, Quebec City and Montreal
are among the largest cities in Canada, leading to the highest ridership rates and fare-generated revenue. As a
result of such high ridership rates, these transportation systems require extensive infrastructure investments, leading
to high capital subsidies.

Other companies are composed of smaller, less extensive transit systems, therefore receiving lower government
subsidies and effectively lowering each company's market share. Smaller municipalities may exclusively have bus-
operated transit systems, resulting in lower capital costs and subsidies.

Reseau de transport de la Capitale

  Market Share: 1.8%
  Reseau de transport de la Capitale (RTC) is the government agency that provides mass transit services to Quebec

City and its suburbs, which includes an estimated 575,000 people. According to the agency's website, 97.0% of
Quebec City's citizens reside within 800.0 metres of a bus stop. Quebec City is significantly smaller than Toronto,
Montreal and Vancouver, and as a result, RTC does not operate train or subway services. However, its bus service
is extensive, with 869.0 kilometres of bus lines, including 65.4 kilometres of reserved bus lanes. RTC employs 1,600
workers and operates 62 express bus lines, 54 regular bus lines, 21 school routes and six bus rapid transit lines.
Additionally, the agency runs 13 lines after regular service on Friday and Saturday nights. RTC operates in an area
with a less dense population than the major players in this industry. As a result, its government subsidies and fare
revenue are both smaller. RTC is forecast to generate $345.5 million in industry-relevant revenue in 2021,
accounting for 1.8% of the market. As Canadians return to work in 2021 while the COVID-19 (coronavirus)
pandemic begins to recede, RTC should experience a strong growth in revenue in 2021.



Public Transportation in Canada November 2021

31 IBISWorld.com

Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Public Transportation industry in Canada exhibits a
high level of capital intensity, as industry operators must
invest in trains, buses, railroads, ticketing terminals and
other capital equipment on an annual basis. Moreover,
operators must continually replace aging rail cars and
buses, in addition to expanding existing railways.
Consequently, the typical company in this industry is
estimated to spend $0.60 on capital investments for every
$1.00 spent on labour inputs in 2021. Capital investments
have increased as a share of the industry's total revenue
over the five years to 2021 as companies have continued
to make large capital investments in new equipment and
software amid rising ridership.

Labour inputs have continued to represent an essential
component of industry growth during this period. This
industry employs a wide range of workers, including
drivers, conductors, mechanics, cleaners and security
personnel, all of whom perform essential functions that
cannot easily be automated or improved through
technology. As a result, the degree of capital intensity
within this industry is projected to remain largely
unchanged over the five years to 2026, as companies
continue to invest in new technologies and equipment to
boost efficiency, while also hiring additional workers to
satisfy growing demand for industry services.
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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.

Medium Innovation
Concentration

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

Very Low Ease of Entry Very
Unlikely

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

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

Very Low Market
Concentration

Very
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.

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

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

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.

Operators in the Canadian Public Transportation industry encounter a
significant disruption to their range of daily operations due to the
technological advances that have made ride-sharing operators extremely
popular over the five years to 2021.

Ride-sharing operators comprise one of the main forms of external competition for industry operators, bolstered by the
convenience, comfort and quick response time offered to consumers that choose to book a shared ride via smartphone
apps such as Uber and Lyft. Moreover, ride-sharing apps are constructed on the premise that individuals can choose to
either share their ride with other people, making the ride cheaper for all of the passengers in the car, or book their own
private rides if they so choose. This premise effectively enables these apps to compete with the services offered by the
industry. The technological disruption experienced by operators in this industry will likely increase over the five years to
2026 due to the ever-growing popularity of ride-sharing apps such as Uber and Lyft, in addition to new ride-sharing apps
that may be developed for this burgeoning market.

The level of technology change is    Medium

  The Public Transportation industry in Canada is characterized by a moderate
level of technological change.
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Technological innovation in the industry typically relates to improving passenger vehicles and bolstering convenience while
reducing the environmental effect of running transit systems.

In fact, many industry operators have updated their vehicles to improve capacity, safety and comfort for customers. For
example, the Toronto Transit Commission began rolling new streetcars with added capacity in 2017, increasing the number
of occupants from 152 passengers to 251 people per streetcar. Additionally, each streetcar has a significant number of
cameras, increasing passenger safety and decreasing the likelihood of crime. In 2018, the city of Montreal approved a plan
to purchase 967 new buses during a five-year period, including 929 hybrid and 38 all-electric vehicles.

Most industry operators also enable customers to purchase tickets on touch screen kiosks rather than physical ticket
agents. These systems increase the number of customers a single transit system can handle during peak hours, giving
industry operators an advantage over alternative forms of transportation, such as taxis. Moreover, most new vehicles have
communication functions that enable instant driver contact with central administration, access to real-time traffic updates
and data on engine performance.

Public transportation systems also make significant annual capital investment in infrastructure. The majority of capital
expenditure is funded by the public sector. Capital investment is used to maintain rail tracks, bridges and other
infrastructure such as stations. Improving infrastructure is a vital way to increase system capacity, such as more trains can
run more frequently and in a safer environment, and to improve quality of service by having well lit, safe and comfortable
stations with large display screens, closed-circuit TV cameras and real-time travel updates. Increasing investment in high-
speed rail links, at least in major cities, will continue to occur.

Revenue
Volatility

The level of volatility is    Medium

  The Public Transportation industry in Canada has exhibited a low-to-moderate
degree of revenue volatility over the five years to 2021, with year-to-year
revenue growth rates ranging from strong growth of 7.6% in 2017 to an
expected decline of 7.3% in 2020 amid the COVID-19 (coronavirus) pandemic,
when stay-at-home orders drastically reduced movement among Canadians.

The industry depends on ridership rates and government subsidies to generate revenue. In turn, ridership rates are
influenced by several factors, including employment rates, the sizes of Canada's urban populations and fuel prices. The
industry is heavily subsidized by government funding. As government subsidies and funding for transportation increased
during the five-year period, revenue followed. Due to the fact that most industry customers rely on public transit service
exclusively for transportation and commuting needs, revenue tends to be fairly stable. Further leading to low revenue
volatility is the low number of available substitutes. Since a large portion of the industry's operators are located in densely
populated cities, patrons have little choice but to use public transportation. However, ride-sharing services have gained
momentum over the past five years and less expensive gas prices have prompted more people to opt for driving over public
transportation.
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Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

Regulation for the Public Transportation industry in Canada is moderate and
largely pertains to environmental issues and licensing requirements.

The Transportation Act Review (TAR) states that the federal government has a place in industry regulations, but that the
principal responsibility for meeting regulations fall on provincial and local government.

ENVIRONMENT AND CLIMATE CHANGE CANADA

Until recently, emissions from motor vehicles were regulated by Transport
Canada under the authority of the Motor Vehicle Safety Act of 1970, as
amended in 1993.

Under this legislation, Transport Canada established national emissions standards that govern the design, construction and
functioning of on-road vehicles for a specified useful life. In September 1999, the Canadian Environmental Protection Act
transferred responsibility of automotive emissions regulations to Environment and Climate Change Canada.

TRANSPORT CANADA

Transport Canada has its headquarters in Ottawa with regional offices located
in each province.

The agency designs policies and programs for those involved in the transportation industry. The department regulates the
domestic Public Transportation industry by ensuring that participants in the industry transport passengers in a safe, secure
and environmentally responsible manner. For instance, commercial drivers that operate public vehicles are subject to the
National Safety Code, which encourages safety, promotes efficiency and establishes consistent safety standards across
the provinces and territories. The code covers safety and administrative regulations including single-driver licences,
knowledge and performance tests, driver examiner training, self-certification and on-road inspections.

Local, provincial and federal governments have also imposed several regulations on industry operators to keep passengers
safe amid the COVID-19 (coronavirus) pandemic. Passengers and employees alike must abide by mask mandates and
capacity restrictions on buses, subway cars and streetcars. Some operators, including the Toronto Transit Commission
(TTC), will also require employees to be vaccinated against coronavirus.

Industry
Assistance

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

The Public Transportation industry in Canada is highly subsidized by the
public sector.

Without government subsidies, most industry enterprises would operate at a loss. Passenger fares routinely cover 50.0% or
less of operating expenses. Most industry subsidies come from municipalities. Furthermore, government-run transit
agencies are generally exempt from numerous tax requirements. For example, the Toronto Transit Commission is subject
to neither income nor capital taxes, in addition to receiving a 11.2% rebate for the Harmonized Sales Tax and being exempt
from certain property taxes.

Funding sources

Some provinces receive funding from special taxes, with revenue going directly to public transit. Most provinces add a
special tax to gasoline purchases, which is then used to fund local public transportation. Other sources of funding include
portions of property taxes collected by the municipality.

Funding for capital projects usually comes from a combination of subsidies from the province and municipality. Capital
projects include the expansion and repair of infrastructure, in addition to the purchases of subway cars. In Ontario, the
provincial government financed the entire $8.2 billion Eglinton-Scarborough Crosstown rapid transit link. Funding for
general operating expenses is financed by industry operators, with the shortfall being funded by different levels of
governments. To encourage use of public transportation, the federal government introduced the Public Transit Tax Credit in
2006. This program enables individuals to claim a nonrefundable tax credit for the cost of weekly, monthly and longer
duration passes.

Canadian Urban Transit Association

The Canadian Urban Transit Association (CUTA) was established initially as the Canadian Street Railway Association in
1904. The CUTA's main mission is to serve the requirements of the association's transit system, business, government and
affiliate members. The association serves its members by lobbying on their behalf, publishing research on key trends and
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compiling industry-relevant statistics.

COVID-19

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, in
addition to customs payments between March 27, 2020 and June 30, 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. That program will be in place until at least
October 23, 2021. It has been proposed that this program continue until at least March 13, 2022.
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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)

Government
Expenditure

and Investment
($m)

2012 14,055 5,643 216 83.0 59,539 N/A N/A 3,460 N/A 461
2013 14,219 6,394 211 82.0 61,309 N/A N/A 4,078 N/A 454
2014 15,023 6,858 167 75.0 60,918 N/A N/A 4,411 N/A 453
2015 16,600 7,556 171 69.0 61,396 N/A N/A 4,652 N/A 460
2016 16,653 7,571 183 75.0 63,124 N/A N/A 4,799 N/A 466
2017 17,918 7,865 168 72.0 62,159 N/A N/A 4,526 N/A 479
2018 19,148 8,703 145 69.0 63,154 N/A N/A 4,176 N/A 494
2019 19,961 8,377 171 70.0 65,317 N/A N/A 4,669 N/A 503
2020 18,511 8,916 171 69.0 63,688 N/A N/A 4,851 N/A 505
2021 19,493 8,953 172 70.0 65,861 N/A N/A 5,035 N/A 535
2022 20,198 9,113 175 71.0 67,701 N/A N/A 5,184 N/A 547
2023 20,645 9,423 178 72.0 68,978 N/A N/A 5,285 N/A 554
2024 20,892 9,630 179 73.0 69,719 N/A N/A 5,343 N/A 560
2025 21,103 9,769 181 73.0 70,533 N/A N/A 5,404 N/A 569
2026 21,345 9,900 185 75.0 71,594 N/A N/A 5,482 N/A 578

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Government
Expenditure

and Investment
(%)

2012 0.27 0.75 2.36 -16.2 1.26 N/A N/A 0.21 N/A 0.07
2013 1.17 13.3 -2.32 -1.21 2.97 N/A N/A 17.9 N/A -1.59
2014 5.65 7.25 -20.9 -8.54 -0.64 N/A N/A 8.17 N/A -0.08
2015 10.5 10.2 2.39 -8.00 0.78 N/A N/A 5.44 N/A 1.38
2016 0.31 0.18 7.01 8.69 2.81 N/A N/A 3.17 N/A 1.48
2017 7.59 3.89 -8.20 -4.00 -1.53 N/A N/A -5.71 N/A 2.78
2018 6.86 10.7 -13.7 -4.17 1.60 N/A N/A -7.73 N/A 3.16
2019 4.24 -3.74 17.9 1.44 3.42 N/A N/A 11.8 N/A 1.70
2020 -7.27 6.42 0.00 -1.43 -2.50 N/A N/A 3.90 N/A 0.38
2021 5.30 0.41 0.58 1.44 3.41 N/A N/A 3.79 N/A 5.88
2022 3.61 1.78 1.74 1.42 2.79 N/A N/A 2.95 N/A 2.38
2023 2.21 3.40 1.71 1.40 1.88 N/A N/A 1.95 N/A 1.22
2024 1.19 2.19 0.56 1.38 1.07 N/A N/A 1.09 N/A 1.14
2025 1.00 1.43 1.11 0.00 1.16 N/A N/A 1.13 N/A 1.47
2026 1.14 1.34 2.20 2.73 1.50 N/A N/A 1.43 N/A 1.63

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 40.1 N/A N/A 236 24.6 276 58,117
2013 45.0 N/A N/A 232 28.7 291 66,516
2014 45.6 N/A N/A 247 29.4 365 72,414
2015 45.5 N/A N/A 270 28.0 359 75,762
2016 45.5 N/A N/A 264 28.8 345 76,030
2017 43.9 N/A N/A 288 25.3 370 72,808
2018 45.5 N/A N/A 303 21.8 436 66,124
2019 42.0 N/A N/A 306 23.4 382 71,485
2020 48.2 N/A N/A 291 26.2 372 76,173
2021 45.9 N/A N/A 296 25.8 383 76,452
2022 45.1 N/A N/A 298 25.7 387 76,573
2023 45.6 N/A N/A 299 25.6 388 76,623
2024 46.1 N/A N/A 300 25.6 389 76,642
2025 46.3 N/A N/A 299 25.6 390 76,618
2026 46.4 N/A N/A 298 25.7 387 76,564

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canadian Urban Transit Association
http://www.cutaactu.ca

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

Parliament of Canada
http://www.parl.ca

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

Industry Jargon HEAVY RAIL
A mode of transit service often referred to as a metro, subway, rapid transit or rapid rail system.

LIGHT RAIL
A streetcar, tramway or trolley that travels on fixed rails and is often separated from other traffic for part or much of
the way.

PARATRANSIT
A door-to-door transportation service for people who are unable to take fixed-route public transportation.

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.
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